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Sustainable European Digital Cinema

The recognition of its societal responsibilities by a firm and the demonstration of a
certain transparency regarding its commitments towards responsible business
management are key elements of its success in the 21 century. The concepts of
Sustainable Development and Corporate Social Responsibility (CSR) synthesize the
responsibility requirements and expectations of the environment within which
companies operate. CSR is defined by the European Commission (2001) as a
concept whereby firms integrate on a voluntary basis social and environmental
concerns in their business operations and in their interaction with their stakeholders.

By improving corporate citizenship and patrticipation in local communities, companies
are confronted with social, economic and environmental challenges that are outside
the scope of their business activities. For instance, expanding the usage of digital
cinema in the EU is a chance to reduce distribution costs and to make cinema more
accessible to remote locations. This means reducing the cultural gap between big
cities and remote villages.

The major evolution of the Digital Cinema is the dematerialization of the support. This
allows reviewing the transmission chain from production to exhibitors over different
aspects. The fact that the film will no more be physically transported but through
wires or over the air opens various new business models for content creation.



Stakeholders then constitute the interface and relay between society expectations
and the firm. Companies must therefore develop appropriate strategies to meet and
manage their stakeholdersdo expectations.
industry today should establish ethical, environmental and safety standards and
participate in sustainable development in the practice of their daily business.
Accordingly, the development of a constructive dialogue with stakeholders and
communities has to be considered by firms as the necessary foundation for
establishing relevant CSR policies and initiatives. It must allow them to elaborate a
systemic approach integrating all CSR dimensions in order to prevent risks related to
the environmental impact of business activities, to the social well-being of the
workers and the citizens and to their perceived impact on society in general and local
communities in particular. We propose a European label for Sustainable Digital
Cinema compliant with social responsibility.

For that purpose this report intends to establish a reference framework in order to
help cinema chains to develop efficient and integrated CSR management.

While the recognition of its societal responsibilities by organizations is evolving with
an increased need of social and environmental concerns in business operations, the
ED CINE consortium intends to establish a reference framework in sustainable digital
cinema.

The different aspects covered in this study are openness to new business models,
cultural diversity, universal access to culture, environmental management (raw
materials, energy and emissions, waste), local commitment, community activities.
Examples of digital cinema stakeholders and their systems and approaches should
be considered carefully to identify appropriate criteria against which to assess the
organization and functioning of sustainable activities. The expected results are a
gualitative assessment of the relevant practices, the identification of best practices, a
self-assessment methodology with regard to sustainable digital cinema,
recommendations on possible improvements.

The study aims at launching the development of a management system providing
guidelines for social responsibility and sustainability. Nevertheless sustainability can
be implemented without certification for the benefits that we help user organizations
to achieve for themselves and for their stakeholders. The guidance methodology will
be voluntary to use. It will not include requirements and will thus not be a certification
standard.

Purpose of the study

Our study concentrates on defining the CSR positioning of the digital cinema
in order to set up a European label on sustainable digital cinema.

By establishing a structured inventory of current CSR commitments, this report leads
to potential actions that could be taken by the different actors concerned. Those
potential actions can be characterized by a double objective:
1 Improving in the CSR areas where the performance is perceived as average
or below expectations



1 Assuming a leadership role in the CSR areas where some initiatives are
perceived as distinctive.

Methodology

The general objective of this study is to collect, examine, compare and analyse
information on organisation, practices, processes and procedures on key operating
aspects in comparable bodies. Examples of digital cinema stakeholders and their
systems and approaches should be considered carefully to identify appropriate
criteria against which to assess the organisation and functioning of sustainable
activities.

Taking into account the constant developments in the risk assessment area and the
establishment of new digital cinema services, it is essential to build on cooperation
and benefit from each other experience, particularly for procedural aspects.
Therefore, this comparative assessment should provide information useful to assess
the possibilities to improve consistency and reinforce collaboration between the
stakeholders.

The two main tasks are the following:

1. To collect and evaluate available information on scientific insights and social
discussions about sustainability in organizations and companies delivering and
using digital technology. This should provide useful indications for future
evolution of the market.

2. To compare and analyse the relevant practices and, to the extent possible,
identify best practices.

The expected results are:
-A qualitative assessment of the relevant practices
-The identification of best practices
-Self-assessment methodology with regard to sustainable digital cinema
-Recommendations on possible improvements



l. Introduction to digital cinema

Digital cinema refers to the use of digital technology. The final movie can be
distributed via hard drives, DVDs or satellite and projected using a digital projector
instead of a conventional film projector.

Digital distribution of movies has the potential to save money for film distributors.
Some low-budget films that would normally not have a wide release because of
distribution costs might be shown in smaller engagements than the typical large
release studio pictures.

The cost of duplicating a digital "print" is very low, so adding more theatres to a
release has a small additional cost to the distributor.

With digital distribution, a simultaneous worldwide release would not cost significantly
more than a staggered release. Another incentive for digital distribution is the
possibility of greater protection against piracy. Pirated copies of a film may be
available before the movie is released in that market. A simultaneous worldwide
release would mitigate this problem to some degree.

On the downside, the initial costs for converting theatres to digital are high and
theatres have been reluctant to switch towards digital cinema playback system
without a cost-sharing arrangement with film distributors. Technological
obsolescence is another reason for reluctance.

Public film bodies are now showing a marked interest in digitising their nations'
screens®. There are now 7500 d-cinema screens in the world of which only 1200 are
in Europe. There is a risk that some models of digital cinema conversion may not be
suitable for all types of cinema. 25.6% of Western and Eastern Europe's screens are
housed in single screens cinemas. Some screens can be left behind and public
authorities are waking up to this potential problem.

52.7% of the total European screens are housed in multiplex cinemas (77.4% in
Belgium, 50.1% in France, 48.6% in Germany, 71.9% in UK, 79.3% in Spain, 27.2%
in Finland, 56.5% in Poland, 29.8% in Norway).

In Poland producers have been fully included in the debate concerning the transition
to digital conversion. Non-multiplex screens are the key outlets for local film product
and if they disappear due to the lack of financing for digital cinema, the market for
local films dries up. The same happened in Norway where public authorities focused
on small exhibitors and are supporting the digital conversion to solve the financial
problems the small exhibitors are faced with.

! Screen Digest, December 2008.



Il. Reference framework for sustainable management of cinema

Do you switch off the lights when leaving a room? Do you walk or do you move by
train or do you use one car with several people when you are going to the cinema?
Do you choose exhibitions that have been produced locally? If you do one or more of
these things, you are part of a global movement to live a smatrter lifestyle - A lifestyle
that will save you money, help others have the opportunity to live a decent life and
help protectourbe aut i f ul IHestyld that mahytpeogle age choosing in order
to meet the sustainability challenge®.

1. The Sustainability Challenge

Sustainability is about understanding, designing and using technology appropriately,
and developing as communities in ways that are equitable, and make sense
economically and ecologically. In other words, sustainability is a process of making
decisions that balance economic, social and environmental factors for the benefit of
all involved. A sustainable economy is characterized by ideas and activities which do
not exhaust the Earth's resources and which respect the cultural experiences and
diversity of societies.

There is no doubt that humans are responsible for changing the world. But whether
they are changing it for the better or the worse is a major concern. How can we pool
our efforts so that any changes that we make are for the common good?

Defining Sustainability

An internationally recognised definition of sustainability does exist. It comes from the
1983 landmark Brundtland Report, where sustainability i s e x p | armeetirgdhe
needs of the present without compromising the ability of future generations to meet
their owh needs. 0

If we accept thisdefi ni t i on, itds iIimportant that
between needs and wants.

An eighteen-year-old student may want a car, but not really need it. A bank clerk who
works longs hours may feel he needs an MP3 as that is how he relaxes best in the
evening when he goes for a jog. Another bank clerk may not feel an MP3 is a need
as he prefers relaxing by taking his dog for a walk at the local park and enjoying the
sounds of nature.

Our needs and our wants are often determined by the places and contexts in which
we live, work and play. Simultaneously, the products and services we use are

> The following parts (Sustainability Challenge, Defining Sustainability and Sustainability Indicators)
are written with the collaboration of S. Piscopa, EU Dolceta Project, Introduction to Module 5.

® Brundtland, G.H. (1983) Report of the World Commission on Environment and Development: Our
Common Future. Available at http://www.worldinbalance.net/pdf/1987-brundtland.pdf
Accessed August 25, 2008
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determined by these needs and wants and, in turn, our use of these products and
services will impact on the different places and contexts where we f unct i on. It
related.

We must not forget that these contexts are not comprised only of natural materials or
human built structures or technology. Humans are generally present or involved.
Therefore, decisions that we make when it comes to using products and services
also impact other human beings directly and indirectly.

Knowing the impact of our choices is not easy. But if we want to start following a
smarter | ifestyle with sustainability in min
three main goals of sustainability:

- Achieving a sustainable economy

Building a strong, stable and sustainable economy which provides prosperity and
opportunities for all, and in which environmental and social costs fall on those who
impose them, and incentives are available for efficient use of resources.

- Ensuring a healthy and just society

Meeting the diverse needs of all people in existing and future communities and
promoting personal well-being, social inclusion and social unity through creating
equal opportunities for all.

- Living within the limits of our natural environmental and safeguarding natural
resources

Respecting the limits of the planet's natural resources and biodiversity to improve our

environment and to ensure that the natural resources needed for life are protected

and remain so for future generations.

Through the types of products and services we demand and the different policies we
support or strive for we can help in improving corporate social responsibility and
promoting good governance at the local, national and international level so that
sustainable decisions and actions are implemented.

When people talk about acting in a sustainable way, it often means that they are
considering many different aspects before taking a decision. In fact, sustainability
emphasizes relationships rather than pieces in isolation. It considers the whole
instead of the specifics.

The three main aspects of sustainability are the economy, society and the natural
environment. The figure below is frequently used to show these connections.
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Economic sustainability includes things like reasonable financial profit, fair wages and
community services. Social sustainability includes things like participation in public
policymaking, fair labour standards and equal treatment of women and minorities.
Environmental sustainability includes things like impacts on the air, water, land,
plants, animals and human health.

So, as we are thinking of the media and cinema activities and their sustainability we
need to consider:

Questions related to economic sustainability, such as:

1

Are there fewer or more good-paying jobs in the sector-- are people working
more and earning less or the contrary?

Is there openness to new business models for content creation (increased
number of models)?

Is there more or less accessibility for the different social classes?

Is the cultural diversity sufficiently guaranteed (rewarding creators, access to
small producers)?

Shall we evolve with universal access to culture (economically and
geographically)?

Is socialization around local cultural events (commitment of public authorities,
social activities, participation of citizens) a key issue of interest?

Questions related to environmental sustainability, such as:

il

Is there a vision and management approach with a particular look at input (use
of raw materials and energy), and output (emissions and waste)?

Are there more or fewer advertisings and warnings about climate change and
environmental protection in exhibitions?



T Are there more eco-friendly building design features (access to the cinema
(ticketless)- large centralized centres or small decentralized centres)?

Questions related to social sustainability, such as:
T Are events promoting local productions organized regularly?
T Are people less or more willing to support local productions?

T Are fewer or more people running for community activities (schools, low cost
cinema in poor headquarters)?

Some people think that sustainability is about reverting to using traditional methods.
This is a limited view. Sustainability is not about living in primitive conditions. Very
often, it is about product and service differentiation, innovation and implementation of
new technologies. It is about understanding our situation, designing and using
technology appropriately, and developing as communities in ways that are equitable,
and make sense economically and socially.

In other words, sustainability is a process of making decisions that balance
economic, social and environmental factors for the benefit of all involved. A
sustainable economy is characterized by ideas and activities which do not exhaust
the Earth's resources and which respect the cultural experiences of societies.

Sustainability Indicators

In order to assess the sustainability of a particular setting or process, sustainability
indicators are constantly being developed.

A An i or @ isamathing that helps understand where we are, which way we are
going and how far we are from where we want to be. A good indicator alerts to a
problem before it gets too bad and helps recognize what needs to be done to fix the

N

problfem. o

Indicators can help to monitor progress towards sustainable development, and
identify where improvements need to be made.

To look at a concrete example we can consider sustainability indicators for a
company or organization. The indicators will depend wupon what the
company/organization is producing, but in general indicators of sustainable
production would:

1 Measure the types of material being used (percent renewable versus non-
renewable, percent recycled versus percent not recycled) and the rate at
which it is being used (includes energy being used both in production and in
transporting, raw materials and finished products).

* Hart, M., Sustainable Measures. Available at
http://www.sustainablemeasures.com/Indicators/Whatls.html Accessed August 25, 2008.
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T Measure the amount and type of emissions being generated and the rate at
which they are being emitted compared to the ability of the surrounding
ecosystems to absorb them without harm.

T Measure the rate at which workers are allowed or encouraged to develop new
skills.

1 Measure the amount to which the facility benefits the community around it, the
community around the source of its raw materials and the community that is
the destination for the product and for the disposal of the product.

One can say that indicators are a way of seeing sustainability in action. International
organizations and research institutions are constantly trying to compile lists of
sustainability indicators. They also t
when it comes to different personal, household, community or industrial production
and consumption practices.

United Nations Department of Economic and Social Affairs, Division of Sustainable
Development. 2007 - CSD Theme Indicator Framework:
http://www.un.org/esa/sustdev/natlinfo/indicators/isdms2001/table 4.htm

World Bank, World Development Indicators 2006:
http://devdata.worldbank.org/wdi2006/contents/home.htm

Organisation for Economic Co-operation and Development (OECD), OECD Factbook
2006 - Economic, Environmental and Social Statistics:
http://lysander.sourceoecd.org/vi=10316078/cl=21/nw=1/rpsv/factbook/index.htm.

DEFRA UK (2006), Sustainable development indicators in your pocket:
http://www.sustainable-development.gov.uk/progress/documents/sdiyp2006 a6.pdf

In former times consumers mainly checked the usefulness of a product or service
before acquiring it. Would it do the job it was required to do? However, the industrial
revolution brought with it greater freedom of choice. Today industry churns out an
amount of products and services much greater than real needs. Consumers often
seek a product or service because it is associated with a certain lifestyle, not
because they need it.

But this lifestyle association can also be a positive thing. Consumer attitudes are
changing as well. Many nations are witnessing a transition from carefree
consumerism to conscious consumption. Governments, NGOs and the business
community are realising this too. They are developing and promoting policies,
processes, products and services which meet this new desire by many consumers -
citizens - to be a conscientious consumer and a global citizen, to make choices for
the common good, to act in a sustainable way.

On national and international levels, a variety of policy and industry initiatives are
emerging to better balance tradeoffs between natural capital and human needs and
aspirations. These large-scale initiatives include emissions taxes to link the costs of

t
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pollution to pollution generators, rather than requiring those costs to be borne by
society as a whole. Other industry-related initiatives include manufacturing water
saving processes and waste recovery schemes, access to education, health care,
and promotion of the culture and traditions of the different nations. Moreover, as
consumers begin t o dadasodally@ensityve praaucts and
services, sustainability will become less of a constraint and more of an_incentive for
innovative design.

2. Sustainability management system

Sustainable development has become a cornerstone of management, learning and
change. Respect for the environment, ethics and contributing to the economic and
social development are priorities to meet civil society expectations and to guide
actions at field level. At the same time, sustainability makes up a corporate identity
and is viewed as a key factor of competitiveness.

In addition, by integrating Corporate Social Responsibility, companies send a signal
to the various stakeholders with whom or which they deal. CSR has an influence on
t he ¢ o mptectiverdess. Thd more a firm contributes towards social well-being
(for example, by taking into account influence groups around it and by forming a
relationship with them), the better its reputation.

Foundations and principles

The Precautionary Principle was incorporated into the 1992 Rio Declaration on
Environment and Development, stating that, "Where there are threats of serious or
irreversible damage, lack of full scientific certainty shall not be used as a reason for
postponing cost-effective measures to prevent environmental degradation.”

The principle has four parts:
1 People have a duty to take anticipatory action to prevent harm.

1 The burden of proof of harmlessness of a new technology, process, activity, or
chemical lies with the proponents, not with the general public.

1 Before using a new technology, process, or chemical, or starting a new
activity, people have an obligation to examine a full range of alternatives
including the alternative of doing nothing.

1 Decisions applying the precautionary principle must be open, informed, and
democratic and must include affected parties.

The second core principle of sustainable development is the Polluter Pays
Principle. This recognises that the polluter should pay for any environmental
damage created, and that the burden of proof in demonstrating that a particular
technology, practice or product is safe should lie with the developer, not the general

1C
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public. One way to adequately implement the polluter pays principle in the real world
makes use of what are known as assurance bonds. Money put up by the polluter to
insure against a worst case environmental impact, the bond would be recovered only
if after sufficient time it had been demonstrated that the technology, process or
product in question had been deemed to be safe as was reasonably acceptable.
Alternatively, if damage occurred, the bond would be used for environmental
restoration, and to pay damages to anyone who had been harmed. By allowing the
bond to accrue interest, the polluter receives an incentive to ensure that best
environmental practice is followed, and to demonstrate that the technology, process
or product is as safe as is practicably possible, without involving excessive cost.

The International Organization for Standardization has decided to launch the
development of an International Standard providing guidelines for social
responsibility. The guidance standard will be published as ISO 26000 and be
voluntary to use. Certification of conformity is not a requirement of ISO standards,
including ISO 9001:2000 and I1SO 14001:2004, which can be implemented without
certification for the benefits that they help user organizations to achieve for
themselves and for their customers. Nevertheless, many thousands of companies
and organizations have chosen certification because of the perception that an
independent confirmation of conformity adds value.

ISO 26000 does not allow certification anymore. This future standard is along the
lines of the recognition that stakeholders have a right to be heard. Through a
program of discussion, dialogue and collaboration, the executive must refer to their
expectations. Instruments of self-regulation such as charters and codes of conduct
are new models of agreement. They take part in the current migration from soft law to
hard law; the firm commits to respect compromises as mandatory rules.

Criteria and control procedures

The United Nations refers to the "interdependent and mutually reinforcing pillars" of
sustainable development as economic development, social development, and
environmental protection. An unsustainable situation occurs when the sum total of
nature's resources is used up faster than it can be replenished. Sustainability
requires that human activity use nature's resources only at a rate at which they can
be replenished naturally ("carrying capacity").

The Agenda 21 published in 1992 clearly identified information, integration, and
participation as key building blocks to help countries achieve development that
recognizes these interdependent pillars. It emphasizes that in sustainable
development everyone is a user and provider of information. It stresses the need to
change from sector-centred ways of doing business to new approaches that involve
cross-sectoral co-ordination and the integration of environmental and social concerns
into all development processes. Furthermore, broad public participation in decision
making is a fundamental prerequisite for achieving sustainable development.
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Environmental and social challenges are opportunities for private enterprise to
provide innovative and entrepreneurial solutions. This is particularly true in the
concept of sustainable filmless cinema that frames these global needs as
opportunities. Multidisciplinary capacities and cultural diversity are key elements of a
new strategy for sustainable development in this field. Let us mention that green
development is not a priority over economic and cultural considerations. For
example, an environmentally ideal technology with extremely high maintenance costs
is less sustainable than one that is maintainable by the local community, even if it is
somewhat less effective from an environmental standpoint.

Risk management

Health and environmental policies have often dealt with safety standards, exposure
norms, and conditions for storing or recycling toxic products. It is important to
continue the research effort in the cinema area and to increase the knowledge base
needed to understand, reduce and prevent hazards linked to physical and chemical
exposures. These sources of exposure require prevention policies that involve all
levels of workplace organisation. Consequently, research focusing on these issues
should establish a link with organisational hazards.

No one can succeed in risk management if it is not deeply embedded in a proper
national and corporate culture. The manager is willing to think about values and risks
he should support with his stakeholders.

He is willing to adopt a system that aims at increasing responsibilities and reducing
controls. In this sense he knows that he has to gain the confidence of employees and
other stakeholders while innovating and upgrading to the newest technologies.

In this study we propose a tool to measure and monitor the proximity to risk
management in the digital cinema activities (see the questionnaire in annex).

Risk management is a central part of sustainable strategies. The objective is to
assess the risks related to some activities in order to avoid the negative
consequences of events that might push performance below expectations.

Risk management consists of understanding hazards, their emergence and their
effects on health, as well as developing methods of inventorying, assessing,
managing and anticipating risks.

The inventory, analysis and management of risks represent essential and
incontrovertible requirements for work safety and manager responsibility.

Targeted risks are those that can prejudice safety (piracy), personal health and
safety, and environment standards.

The dangers identification phase means that an inventory of all intrinsic

characteristics that could lead to harmful consequences for users, as well as
members of the organization, material and equipment is made. The risk that this

12



harmful consequence happens (probability and occurrence) is measured and
evaluated in relation to its severity in order to judge if it is acceptable or not.

If a risk is unacceptable, the organizer takes necessary safety measures. The
measures deployed can be short term (for example ceasing or changing some
activities), medium term (for example training coaching staff) and long term (for
example performing facilities development). Prevention requires not only technical,
organizational, monitoring and coaching measures, but also measures of information
and staff training.

It is appropriate to designate a person in charge familiar with risk management
systems and that has previously applied these systems or has had training in this
area. In the leisure sector, various organizers, associations or federations can
possibly collaborate in order to insure optimal risk management.

Chemical risks

REACH, the Registration, Evaluation, Authorisation & restriction of Chemicals
Regulation, came into force throughout the EU on 1 June 2007. It seeks to ensure
high levels of protection of human health and the environment through the evaluation
of risk for substances in use in the EU.

Some equipment manufacturers may be ignoring this regulation completely, but there
are risks in this strategy as there could be implications of which they are not aware.
The European Chemicals Agency (ECHA), which is the authority in charge of
implementing REACH across the EU, advises manufacturers to audit all of their
processes and look at the materials they use and how they use them as soon as
possible.

To ensure continuity of supply, manufacturers should contact their suppliers with
information about their usage, and ask about the suppliers' plans for the supply of the
more dangerous (hazard-labelled) substances.

The Responsible Care Initiative is a voluntary program drawn up by the chemical
industry through which a company accepts responsibility for its products by critically
examining the environment and safety issues throughout each stage of the product's
life cycle:

-environmental protection and safety are given the same priority as product quality
and operational efficiency;

-people are responsible for the implementation of corporate environmental and safety
guidelines and for upgrading environmental and safety aspects;

-products are designed, developed and manufactured so that the production process,
the transportation, the storage and the use, as well as waste management have
minimal impact on the environment;

-in all matters regarding health, safety and environment, the company provides its
customers and employees with information on its products and manufacturing
processes;

13



-the company does not only comply with legal requirements but takes additional
measures on its own initiative.

Energy savings

Some scientists have estimated total power consumption by servers in the U.S. and
the world®. Electricity use associated with servers doubled from 2000 to 2005,
representing an aggregate annual growth rate of 14% per year for the U.S. and 16%
per year for the world. Almost all of this growth is attributable to growth in the
numbers of servers (particularly volume servers), with only a small percentage
associated with increases in the power use per unit.

If power per server remains constant, trends in the IT industry would imply an
increase in electricity used by servers worldwide of about 40% by 2010. If in addition
the average power use per unit goes up at the same rate for each class as it did from
2000 to 2005, total electricity used by servers by 2010 would be 76% higher than it
was in 2005.

Total electricity use for servers in the U.S. and the world in 2000 and 2005, including
cooling and auxiliary equipment

140 0.8% of estimated 2005 world

Sources: IDC data for installed base, ..
1 electricity sales, $7.2B/year
shipments, and most popular models,

= 120 and manufacturer data on power use
g for individual server models. Total
g expenditures assume US industrial
= electricity prices (2006 dollars)
100
2
=
o=
z 80 1.2% of 2005 U.S.
N’ . .
P electricity sales,
2]
= $2.7B/year
> 60 —
:E Cooling and auxiliary
S 40 equipment
T
= High-end servers
2 20 — Mid-range servers
Volume servers
U.S. World
0
2000 2005 2000 2005

For instance, Agfa® has selected the following main indicators to evaluate its
environmental performance:

°J.G. Koomey, Ph.D. Stanford University, Final report, February 15, 2007.

® http://www.agfa.com/co/en/binaries/AG2007_Sustainability%20Report_UK_tcm222-38998.pdf
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Water consumption m3/year

Water consumption/Specific ms/tonne of product
Water consumption excluding cooling water m3/year

Water consumption excluding cooling water/Specific ms3/tonne of product
Wastewater loads tonnes/year
Wastewater loads/Specific tonnes/tonne of product
CO2 emissions to Air tonneslyear

CO2 emissions to Air/Specific tonnes/tonne of product
NOX, SO2, VOC, VIC emissions to air tonnes/year

NOX, SO2, VOC, VIC emissions to air/Specific tonnes/tonne of product
VOC emissions to air/Specific tonnes/tonne of product
Waste volumes tonnes/year

Waste volumes/Specific tonnes/tonne of product
Hazardous waste/Specific tonnes/tonne of product
Energy consumption TeraJoule/year

Energy consumption/Specific TeraJoule/tonne of product
Environmental incidents and complaints number

Criteria used to determine extent of integrated management of risks

The process of achieving sustainability is of course vitally important, but only as a
means of getting to the destination or the desired future state. The "destination" of
sustainability is not a fixed place in the normal sense that we understand destination.
Instead it is a set of wishful characteristics of a future system based on some
commitments and actions.

AThe corporate integrated policy is established through a consultative process
AThe formal integrated policy is written and given out by the top management
AThe policy has been disseminated to suppliers

AFunds are allocated to ensure effective policy implementation

ATop management supports and is involved in the management process

AA person is responsible for the management process

AMeasurable objectives are established

APerformance objectives are incorporated to all operations and functional areas
AReporting structures are existing (transparency programme)

AResults are reported to the Board, employees and to the general public

AAIl employees have training

Progress is based on six indicators:

Attitude llgnores Listens [Responds  |[Implements

towards the new
Policy

Compliance Defensive |Complies |Moves [Leads and sets standards
with ahead of
legislation
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Training \Very littte  [For specific [For specific [For everyone
departments|departments
only only
Communication [None Little [Frequent Complete
Community Complaining [Few No Compliments and trust
[relationship complaints complaints
Public data None Limited Available to |Available to the general public
some
receivers
only

Public data are available to the general public. Some reporting principles are applied
to ensure the report is of value for internal and external stakeholders:
principles of balance, comparability, accuracy, timeliness, reliability, and clarity.

There are three different types of measures that can be used to express strategic
approach: profile, management goals, and performance results.

AProfile disclosures set the overall context for understanding performance - such as
strategy and governance.

AManagement Approach disclosures explain how specific sustainability issues are
managed, including goals and targets.

APerformance Indicators present comparable information on economic,
environmental, and social performance.

3. Dialogue and collaboration with stakeholders

Stakeholders Value

Motivating the workforce of an organization to collaborate with various local
participants in order to launch initiatives, stimulate complementarities between these
participants, make them aware of difficulties encountered and allow the exchange of
ideas and knowledge can only help strengthen affinities and chances of success.

In a framework of sustainable management mode, the emphasis is put more on facts

than on advertisement and communication that relate to these facts. A structured
communication approach helps the participants coming from outside of the
company6s environment obtaining informat.i
developed by the company/organization in terms of CSR.

Internal communication strategy allows the codification of implicit, often obscure
practices (to the detri ment of serviceso6
capital» stimulates the attraction and retention of highly capable human resources.
External communication mobilizes stakeholders and favours mutual trust
relationships.
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There are specific tools for CSR communication: peers exchange, sustainable

devel opment reports, codes of conduct, wide
results, best practice sharing during seminars or reflection workshops... Their goal is

to display and highlight the specific environmental and social orientations that allow

standing out within the sector and encouraging civil society participants in taking an

interest. These participantscalledéd st akehol dersé belong to vari

Employee
representatives

Shareholders

Our stak

=D

A structure specifically dedicated to best practice exchange with peers and other
stakeholders relies on the concern to:

eholders

Employees’ families
and communities

Business partners

-gather experience from organizations more advanced in this
matter,

-reinforce management abilities and know-how,

-obtain feedback on the relevance of implemented actions and the
performance levels reached,

-identify emerging societal responsibility issues.

Here are various advantages from which stakeholders might benefit from companies
and organizations®d social responsibility ini

Investors: collect information pertaining to extra-financial and intangible aspects of
the performance and value, carry out benchmarking and strengthen trust.
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Suppliers: develop global production standards, reinforce products and services
quality, and protect a reputation.

Employees: improve the flow of information about work policies, obtain a framework
of action allowing the participation to change the management mode, and reinforce
trust and motivation.

Customers: get information about suppliers and products or services, facilitate
informed purchases and reinforce trust.

Governments: prepare measures that take companies results into account in terms
of cost-efficiency.

Civil society: compare companieso performances and

Rating agencies: accelerate data access, compare various levels of performance,
define new factors of differentiation, and reduce transaction cost related to the
production of new indicators.

Insurance companies: access new data for risk assessment.

However, some problems pertaining to the agreement of stakeholders on entering a
process in which the exercise of their power will run against the demands of
companies or organizations are still to be resolved. Societal expectations are
legitimised through the participative process and the debate introduced by the
organizations, who then see their usual decision procedures disrupted. This
participative process goes beyond a simple consultation and respects mechanisms of

joint project production - or even joint project decision - that can impact the
management mode. These constraints to the
action towards societal interest.

Each partner must be able to identify its ideas and choices in the final decision.
These shared elements are the ones empowering a project with cohesion. At the
local level, this form of governance means a collective ability of participants in
managingaprojectb s i nterdependences.

The stakeholders' involvement process

In order to define how companies can get the involvement of their influent
stakeholders, it is necessary to identify who they are and how they are positioned in
the organizational project of Digital Cinema/DC.

Actually, the evolution of stakeholders' positioning towards an active involvement in
DC is dependent on the nature and the importance of their demands and on the
convergence degree they have with the companies' objectives.

The stakeholders are any group who can affect or be affected by the achievement of
objectives in a company or an organization.
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-The stakeholders' attitudes have influence on the organization and contribute
to the firm's capacity to create value.

-But not all stakeholders have the same ability to influence the organization.
-The organization must pay attention to particular claims on which its
prosperity and sometimes its survival depend. It must also arbitrate between
potentially contradictory demands.

Mitchell & others (1997)" have suggested a classification based on three attributes:

power, legitimacy and urgency. On this basis, they identify seven types of
stakehol ders depending on whether they have
attributes. Manager s need to give more priority to t|
have all three stated attributes.

Power

Legitimacy
1
Dormant
Stakeholder

2

Discretionary
Stakeholder

3
Demanding
Stakeholder

Urgency

The latent stakeholders are as follows:
1. The Adormant 06 stakehol der has power but d
2. The fAdiscretionaryo sweatmkoeuigent dagms buhlzas nei t |
legitimate requests. Its handicap lies in its detachment.
3. The Ademandingo stakehol der estimates t he
neither legitimacy nor power.

The expectant stakeholders are as follows:

4. The A do mikehaldet gathesstha attributes of power and legitimacy and
has the power to impose requests, even if it is not urgent.

5. The Adangerouso stakeholder is an acti vi ¢
force because its action is not legitimate.

6. The fidepemsdaktehol der has an urgent and |
power.

7. The Adefinitiveo stakehol der gathers al/l

" MITCHELL, R. K., AGLE, B. R., WOOD, D. J. (1997). Towards a theory of stakeholder identification
and salience: defining the principle of who and what really counts, Academy of Management Review,
22 (4), p. 853-886.
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On the other hand, the organization can ask the stakeholders to support its
strategies. There is an action-reaction sequence between the organization and its
stakeholders.

Consumer issues

Online services should substantially broaden access to European film in all its
diversity, and widen circulation both within the European Union and on global
markets.

The purpose of the European Commission is to encourage the development of film
online in Europe. Film online services - due to their economic and cultural potential -
offer opportunities to increase the circulation of European films, create a more vibrant
and competitive film industry and drive the up-take of broadband in Europe.

On 03/01/2008, the Commission adopted a Communication on Creative Content
Online, which launches further actions to support the development of innovative
business models and the deployment of cross-border delivery of diverse online
creative content services.

The communication from the Commission on Creative Content Online in the Single
Market:

COM(2007) 836 final, 03.01.2008
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2007:0836:FIN:EN:PDF

The Commission deems that there are four main, horizontal challenges which merit
action at EU level.

Availability of creative content

Lack of availability of creative content for online distribution and lack of active
licensing of rights on new platforms remain major obstacles for the development of
online content services. Since online content is a nascent market, the value of new
forms of distribution is sometimes still unknown. This results in major difficulties in
settling terms of trade for online exploitation of creative content. Most of the
difficulties related to availability of content are considered as inherent to emerging
markets, and stakeholders are expected to find innovative and collaborative solutions
to exploit content online and prevent or remedy bundling, exclusivity or non-use of
media rights.

A first step into this direction was taken in 2006 with the "European Film Online
Charter" but the Commission notes a lack of ambition and implementation in the
follow-up to this initiative.

Launched by the European Commission at 2005 Cannes Festival at a meeting with
industry representatives, the European Film Online Charter represents the industry
consensus for the development of legitimate markets for online sales and distribution
of films.
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The European Film Online Charter identifies four key elements which are urgently
needed for Film Online to be taken up: an extensive online supply of attractive films;
consumer-friendly online services; adequate protection of copyrighted works; and
close cooperation to fight piracy.

In addition, the Charter also lists commendable practices for putting audiovisual
content online via legitimate services and in a consumer-friendly way.

The consensus reflected in the European Film Online Charter includes:

il

the principle of the availability of films online on a fair, economically sound
basis, combined with the recognition that this availability is related to the
possibility of financing the high costs of their production,

the recognition of opportunities that would be offered by Europe-wide or multi-
territory licences and clearances, especially for European films with limited
distribution outside their principal territories,

the need for film producers, right holders and online distributors to agree on
the most suitable online release window, while bearing in mind the need for an
attractive offer to the public,

the recognition of peer-to-peer technology as positive development for the
legitimate online distribution of properly secured content,

the essential need to create a culture of proper respect for creativity and
effective protection of copyright,

the commitment of online service providers to refrain from knowingly showing
advertisements from entities engaged in, or intentionally inducing, piracy;
accordingly, they will take the necessary steps to end such practices as
quickly as possible following adequate notification,

the need for cooperation between content providers and online service
providers to develop technologies to protect copyrighted material.
Technologies should be promoted that are secure, cost effective, robust, and
interoperable, ideally based on open standards, across multiple platforms and
devices, and

the need for incentive schemes (such as the Media 2007 and the eContent
programme) to help reduce the costs of digital distribution and multilingual
versions of European works online.

Multi-territory licensing for creative content

The online environment allows content services to be made available across the
Internal Market. However, the lack of multi-territory copyright licences makes it
difficult for online services to fully benefit from the Internal Market potential. While it
is first for right holders to appreciate the potential benefits of multi-territory
licensing, there is a need to improve the existing licensing mechanisms to allow for
the development of multi-territory licensing mechanisms.
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Interoperability and transparency of Digital Rights Management systems
(DRMs)

Technologies allowing management of rights in the online environment can be a
key enabler for the content sector's digital shift and for the development of
innovative business models - especially with regard to high value content. As
lengthy discussions among stakeholders did not yet lead to the deployment of
interoperable DRM solutions, there is a need to set a framework for transparency
of DRMs regarding interoperability, by ensuring proper consumer information with
regards to usage restrictions and interoperability.

Legal offers and piracy

Piracy and unauthorised up-and downloading of copyrighted content remains a
central concern. It would seem appropriate to instigate co-operation procedures
("code of conduct") between access/service providers, right holders and consumers
in order to ensure a wide online offer of attractive content, consumer-friendly online
services, adequate protection of copyrighted works, awareness raising/education
on the importance of copyright for the availability of content and close cooperation
fight piracy/unauthorised file-sharing.

There is a wide consensus among feature film production studios that the Internet era
brings a new paradigm for film distribution to cinemas worldwide. The benefits of
digital cinema to both producers and cinemas are numerous: significantly lower
distribution and maintenance costs, immediate access to film libraries, higher
presentation quality, and strong potential for developing new business models.
Despite these advantages, the studios are still reluctant to jump into the digital age.
An important concern regarding digital and conventional cinema is the danger of
widespread piracy.

Improving respect of copyright through stakeholder cooperation can only be
accomplished if consumers are deemed as relevant stakeholders by the trade, and
consumer interests are taken on as an integral part of business decision-making.
Moreover, in order to make way for effective use of new digital media and to get
content online, artists should, if necessary aided by EU regulation, be able to move to
a new record label, publisher etc. if their old one refuses to actively issue their works
on a digital platform during the contractual period?®.

Consumer rights®

Content online will only deliver its full potential for consumers if the following rights
are ensured:

Right to choice, knowledge and cultural diversity

Right to the prli nce ptl eselwdfandfiairaintcansumer rights
in the digital environment

® BEUC/X/012/2008 i 7 March, 2008.

o Summary of the European Consumers' Organization's position, BEUC/X/076/2006, 31 October, 2006
; BEUC/X/012/2008, 7 March, 2008.
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Right to benefit from technological innovations without abusive restrictions

Right to interoperability of content and devices

Right to the protection of privacy

Right not to be criminalized

Contractual relations between service providers and consumers and the online
market place in general must be based on well-established consumer rights, i.e. the
right to safety, information, choice, representation, redress, and education.

In addition, it may be precautious to demand the preservation of net-neutrality
through a clear ban on access-tiering by network providers. Also, the more
consumers rely on broadband, the more important it will be to guarantee a universal
broadband service.

Based on the above, areas that need special attention are:
-Promoting competition in the interests of consumers
-Promoting userso6 rights
-Access and Equity
-Pricing and Affordability
-Clear, Accessible Consumer Information
-Fair Terms and Contracts
-Fair technology
-Interoperability
-Use of Cultural and Creative Works
-Safety and Quality
-Redress
-Privacy & Security

For a stronger more consumer-friendly single market for online contents in Europe,
EU citizens should be able to enjoy easier and faster access to a rich variety of
music, films and games via the Internet, mobile phones or other devices. User-
generated content and content created in a collaborative manner should be included
in the scope. If policies with regard to online content favour content made by the
major film companies and music industry, there is a risk that content policies that
disrupt the creation of user-generated content will be adopted.

The consumer needs clearly established rights to fully engage in the online world.
The BEUC urges policy makers to endorse the 6 Consumers Digital Rights, and
demands a legal framework that will encourage new means of exposure and
distribution of digital content, while guaranteeing remuneration to artists, creators and
performers and providing consumers and the public with new means of access,
discovery and new uses.

Information

Limited information presents an important restriction on the ability of consumers to
make informed choices in the case of complex products or services, characteristic of
the ICT sector. In the lack of clear, objective and comparable information on prices
and services consumers tend to make decisions by imperfect proxies, such as
advertising. Furthermore, consumers are not aware of their rights in a fast changing
digital environment, especially if the regulatory environment is not clear. This is for
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example the case in regard to private copying. The standard contracts (EULAs/end-
user licence agreements) use a language incomprehensible to the ordinary
consumer. The consequence of this is that no matter how much information is given,
the consumer will not be able or willing to respect the EULAs and copyright
legislation.

Uncertainty

An examination of the use and licensing conditions revealed that in practice very
often stipulations/ terms and conditions are used, which unreasonably place the
consumer at a disadvantage. For example, a question that remains unresolved until
now is whether digitally acquired non-physical copies of works may be resold. The
applicable law leaves this question open resulting in considerable legal uncertainty.
Legal uncertainties concerning these and other fundamental questions not only affect
the consumer, but the provider as well*®. For providers, there are additional legal
uncertainties with respect to the legitimacy of their conditions of use, above all when
they market their content internationally. The legal situation can vary from country to
country. International providers frequently attempt to shift this legal uncertainty to the
user.

Interoperability

Giving consumers the ability to chose whichever fixed or portable console he/she
wants to use will benefit not only consumers, but also strengthen competition and
consequently lead to a more efficient allocation of resources.

"Another problem is that the producers of DRM systems will end up as gatekeepers
for the market, if DRM will be necessary in order to enter the market. Therefore, the
following points need to be secured:

-DRM systems will not be a limitation for the access to music, films and other works.
-Different DRM systems must be/are able to interoperate.

-DRM systems must be/are accessible for all artists as well as consumers to avoid
DRM systems being gatekeepers to the markets.

-DRM must be based on open standards

Consumers' expectation in their ability to use the purchased product may be
effectively hindered by the use of DRM or different implementations of the copyright
directive. Differences in rights and exemptions to copy-protected products as well as
differences in levy application on products are an obstacle to the smooth functioning
of the Internal Market. In addition, it is well acknowledged that DRM is not effective in
protecting copyrights but rather a technology that enforces specific business

models".!!

10 http://www.vzbv.de/go/dokumente/546/5/index.html

" The European Consumers' Organization, BEUC/X/076/2006, 31 October, 2006, p.6.
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DRM systems and their excessive legal protection reduce interoperability and thus
the availability of content online while they do not effectively provide protection
agai nst ™ @&mirefrairing rom offering legal content has increased illegal
distribution channels.

Market concentration

Consumers have not an adequate number of competing offers on the market.
Consumer choices should not be limited by strategic alliances between network
operators and content providers.

Fort he UK film minister, Shaun Woodward: fiMak
soon as they are released at cinemas ®ould h
A new balance is required between exclusive rights in the exploitation of digital

content and public interest objectives in using and sharing such content, taking into

account the need of access to cultural diversity and the new possibilities of content

usage enabled by technical progress.

"The success of copying behaviour cannot really be explained by a generalised
"something-for-nothing” behaviour, and one which is limited to certain sections of the
population deemed irresponsible. Copying has become normal practice, and involves
a sizeable share of the population, but this use of reproduction and sharing
technologies, now commonplace, cannot be held solely responsible for the difficulties
of a cultural industry: the record industry. In particular, our study shows that the
reasons for the success of unauthorised sharing over P2P (peer-to-peer) networks
probably lie within the inability of commercial networks to offer a diversified supply of
content and the almost complete absence of innovative distribution channels offering
a complete supply in terms of musical and film heritage. We therefore think that the
factors blocking access to cultural diversity and innovation within the new modes of
distribution need to be urgently explored and explained".**

"The online world has experienced a democratisation of content distribution that has
been unknown. MySpace and MyTube are synonyms for the social networking in the
online world; Wikipedia, the Gutenberg project and open source projects are
synonyms for collaborative innovation. Europe has not shown remarkable creativity in
finding new ways of distributing online content. What we do see in Europe are small-
scale initiatives to bring consumers and artists closer together. In the Netherlands for

12 BEUC/X/012/2008 i 7 March, 2008, p.2.
'3 http://news.bbc.co.uk/1/hi/entertainment/6044980.stm.

* UFC Que Choisir, The copying practices of French internet users: an economic analysis:
http://www.consumersdigitalrights.org/mdoc/syntheseUP11UFCv6_anglais _29987.pdf

This work has already given rise to academic publications:

- Rochelandet, F, "Unauthorised Sharing through P2P Networks: A Digital Pollution" in Journal of
Network Industries, vol. 5:1 (2005), pp.25-45;

- Le Guel, F and Rochelandet, F, "P2P Music-sharing Networks: Why Legal Fight against Copiers May
Be Inefficient?" in Review of Economic Research on Copyright Issues, vol. 2:2 (2005), pp.69-82.
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exampl e, sites |ike o6playmeloudé and

amongst young consumers. On these sites, consumers are paying for content but no
DRMs are incorporated, so consumers are not restricted in any way. Unfortunately,
these initiatives are often not self-sustaining. Perhaps the main challenge for these
initiatives is to draw attention of their market to them. However, when they gain a
wi der audience, they are often taken o
record in this area is revealing a certain tendency to take over start-ups that gave
unsigned bands the possibility to reach an audience, or to fight them on legal basis.
Furthermore, the problem of orphan works and the protection of the public domain
gain importance if one really aims at protecting cultural diversity. We believe that
solutions are needed to protect the public domain, to deal with orphan works and

also with user-generated content".*®

"In theory, multi-territory licensing will create a larger market for the artists; it means
more efficiency and lower pricing through less overhead costs. Yet, there is a
considerable risk that larger collecting societies will concentrate mainly on
mainstream content and not on local or artistic/innovative (avant-garde) content. At
least for such content, it is questionable whether consumers will obtain access to an
even larger number of artists and a broader variety of music, films etc. as long as
business models are based on national segmentations, enabled through the national
copyright regimes".*°

"The European Commission urgently needs to take stock of alternative remuneration
schemes and alternative forms of licensing and give a platform to those stakeholders
that have proposed schemes to remunerate or compensate rights holders in the
digital world without restricting u s e r s 6 unnecegsarilys Among the propositions
currently discussed are the global licence, proposed by the French Public-Artist
alliance®’; the flat rate proposed by the Berlin Declaration®, and the proposal to
monetise digital distribution by IMPALA. Other schemes currently researched by
scholars must also be taken into account such as the pilot project launched by
Harvarddés Berkman Centre for I nternet

and royalty system. Structurally the system functions as a non-profit wholesale
cooperative for the exchange of digital recordings. Their recordings are deposited by
content providers (existing copyright holders and intermediaries such as music
publishers, film studios, record companies, etc) then distributed by access providers
(broadband suppliers, mobile phone providers, universities and individual firms). The
subscribers are members of the public who share works through peer-to-peer
networks and obtain licenses. Their behaviour is tracked so as to monitor the
frequency of use of particular works. Members pay their access to providers who in
turned pay the cooperative, 85% of the proceeds are going to the content owners
and 15% to the company that operate the system (which might be a profit-making
enterprise in each jurisdiction). To address the moral rights issue, the licences at the

® The European Consumers' Organization, BEUC/X/076/2006, 31 October, 2006, pp.8-9.
® The European Consumers' Organization, BEUC/X/076/2006, 31 October, 2006, p. 10.
1 http://alliance.bugiweb.com/phpPetitions/

18 http://www.privatkopie.net/files/BerlinDeclaration-ACS-PM.pdf
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foundation of this new regime comes in two forms, one with a higher rate of return for
artists who assigned all reproductive rights to the cooperative (including, in particular,
the right to prepare derivative work)™. Another scheme is the German potato
system?®, developed by the Frauenhofer Institute"*.

Y“This scheme has been presented by | aw professor T
relationship between creative communities and consumers, June 19-20, 2006, Paris.
http://www.tacd.org/events/creative-communities/meetingreport.htm#1

2 http://www.potatosystem.com/info/de/

“ The European Consumers' Organization, BEUC/X/076/2006, 31 October, 2006, p. 11.
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lll. Marketing strategies of sustainable cinema

Organizational identity of cinema companies and organizations can change trough
environmental changes. Labels have been argued to improve market information
and to increase legitimacy of environmental and social activities. Environmental and
social reporting represents another important strategic stake that still misses a
consensus regarding its consequences. This part of the study presents some tools
for a continuous improvement of the organizational culture of cinema companies and
organizations and their image directed at outsiders.

Consumer response

Havas Media, one of the world's media networks, has published in 2008 a study of
consumer response to climate change which calls on brands to lead the charge in
finding solutions for climate. The study was conducted by IPSOS over nine countries
(Brazil, China, France, Germany, India, Mexico, Spain, UK and US) using over 11
000 online interviews and 18 focus groups.

79% of consumers would rather buy from companies doing their best to reduce their
impact on the environment. This is most marked in China and Brazil, but least in the
UK and US.

89% of people are likely to buy more green goods in the next 12 months and 35%
are willing to pay a premium for green goods. 80% said they would buy more if more
were on offer.

74% of consumers feel they can actively contribute to solving climate change. This
figure is higher in developing countries, but lower in developed countries. This
represents an opportunity for brands within developing markets.

80% of consumers are actively engaged with this issue but many showed significant
inconsistencies in terms of concern and their corresponding commitment to modifying
their behaviour. 24% are very active at a personal level but are motivated primarily
for selfish reasons.

Only 11% of respondents strongly feel their respective government is doing enough
to tackle climate change. In two thirds of the markets researched (UK, US, Mexico,
Brazil, Germany and France) consumers are calling on brands to take responsibility
for reducing the impact of climate change as governments fail to make progress on
the critical issue. All markets express a clear desire to see more ecologically
responsible brands and believe multinationals can and should make a positive impact
on the issue. Consumers are very confused about climate change and look to brands
for clearer communication on the issue.

Consumers are becoming increasingly aware of who is credibly making changes and

who is not. Green marketing strategies and good environmental practices are no
longer a "nice to have" for brands, but increasingly a "must have".
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When particular companies fail to act responsibly in case of damage, they can no
longer expect to hide behind generally positive perceptions of the sector in which
they operate. Consumer awareness of the efforts done by particular companies is
growing. For example, banking and media are ranked as more environmentally
correct than the oil and fuel industries, but are considered less environmentally
friendly than some of the more proactive oil and fuel brands. Consumers are
beginning to distinguish between companies without resorting to sector stereotypes.

Organizational identity

Organizational identity is defined as the central and enduring attributes of an
organization that differentiate it from other organizations. These attributes refer to the
ways in which management expresses the vision and strategy to external audiences
and to what they perceive, feel and think about the organization.

Reporting as a process that incorporates exchanges between an organization and
external audiences helps understanding how identity can change.

Four processes explain the links between culture, identity and image?:

-the process by which identity is mirrored in the images of others (mirroring)

-the process by which identity is embedded in cultural values (reflecting)

-the process by which culture makes itself known through manifestations of identity
(expressing)

-the process by which expressions of identity leave impressions on others
(impressing)

The process of mirroring concerns mainly labelling. The process of reflecting
concerns priorities and values established by the management system. The process
of expressing concerns resources (new recruits, equipment, and governance
structure) and activities in regard with environmental and social issues. The process
of impressing concerns changes of identity by compliance with the principles and
criteria of a desired label.

Environmental and social management as a driver for strategic change implies a
choice: joining a group of organizations that look desirable because of their quality
image. In this context, the ownership of the label is a signal towards others and a
vector for being included or not in a somehow exclusive and reputed community. The
desire to be categorized as a member of a community will be stronger if the current
members of that community have a higher status and reputation.

1. Environmental reporting

An environmental report is a document that a company produces to inform
stakeholders about its environmental activities.

Various stakeholders may require environmental information regarding a company?®.

# Hatch, M.J., & Schultz, M. (2002). "The dynamics of organizational identity", Human Relations,
55(8):989-1018.
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Employees

To satisfy themselves that their employer is responsible, and that any environmental

or health risks are being managed effectively

To assess how their work has contributed to overall environmental performance

To understand the business reasons for any environmental actions and how such
actions may affect their jobs

Local communities

To understand how the companyds operations a
water quality

To know that there are processes and programmes in place to manage

environmental risks and impacts

Regulators

To establish what the company is doing to manage and improve environmental
performance

Customers

To assess the suitability of the company as a potential supplier

To compare t he c¢omp ahatyofakerngtieersdppliersnance t o
To be informed of possible risks/liabilities

To be informed of the environmental impacts associated with products or services
Suppliers

To understand its customerds approach to env
The financial community

To assess environmental risk in order to make informed decisions on insurance,
lending and investment

Environmental campaigners

To identify examples of best practice

To benchmark environmental performance

Until recently environmental reporting was always a voluntary undertaking. However,
there is an increasing trend toward mandatory reporting within Europe. In 1996
Denmark became the first State to introduce legislation making environmental
reporting mandatory.

There are a number of core reporting elements that should be included in an
environmental report. Each of these elements is described below?®*:

1. Company profile

The report should begin with a brief profile of the company, including its size, location

and a description of its activities and its history.

2. Environmental policy

The report should contain the | atest version

2 |. Andersson (1998), Environmental Management Tools for SMEs: A Handbook, European

Environment Agency, p. 115.
1. Andersson (1998), Environmental Management Tools for SMEs: A Handbook, European
Environment Agency, pp. 118-120.
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3. Environmental management system

Every company develops its own system of managing its environmental
responsibilities and this should be briefly described. The report states the contact
person who has overall responsibility for the system.

4. Legal compliance

Stakeholders are increasingly interested in bad as well as good news, and will
therefore expect to see details of any prosecutions and fines relating to legislative
breaches.

5. Inputs

The company should provide an inventory of the environmentally significant materials
used, with an indication, where appropriate, of which materials are hazardous or
toxic. Information should also be provided on water and energy consumption.

6. Outputs

The company should report on its total waste generation and on all of its
environmentally significant emissions to both air and water.

Information on individual waste streams should be provided where appropriate
(particularly where hazardous or toxic materials are involved) and, in addition, details
of any waste reduction and recycling initiatives.

7. Environmental targets and objectives

Environmental progress is driven by the company establishing and then pursuing
ambitious objectives and targets. These targets should be set out in the report along
with a timetable for their achievement.

8. Company environmental spending

To demonstrate t he companyo6s commit ment

management, the report should try to quantify total environmental expenditure.

9. Environmental liabilities

Where possible the company should try to report its net present value of known
liabilities and identify its potential liabilities.

Case study - Beacon Press

Beacon Press, a printer in East Sussex is both certified to BS 7750 and registered under EMAS
(European Management Audit Scheme). The prospect of undertaking an audit to check they were
complying with the requirements of these schemes was initially rather daunting for the company. As
Managing Director MNManmdure & latiofrcompanesfeeklikeythés. Itiwas difficult for
us until we stopped panicking, sat down and thought it all through very slowly and carefullyo .

Inorderto carryouttheaudi t, the Managing Director set up
environmental and quality managers as well as outside consultants, who were called in to help with
on-site training. To help them carry out the audit, the company thought of itself as enclosed within a
plastic bubble and everything that went in and out of the building, from employees and telephone
cabl es, to mai l and emissions, h ad It was a el simpletwayr
of focusing our minds on every aspect of our activitiesd0 s ay s Ma r kandHtgioved to besas
searching audito .

To assist in the auditing process, a series of checklists were prepared for recording details of the
operational effectiveness of the environmental management system, for identification of instances of
non-compliance and for recording suggestions for improvements. The results were used in the
preparation of the audit report and the information in the report was fed back into the management
system in order to promote continuous improvement in environmental performance.

Case Study Overview, UK Competent Body for EMAS, Department of the Environment.
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The International Chamber of Commerce (ICC) Business Charter for
Sustainable Development

Signing up to a charter is another way that the company can demonstrate that it is
taking a responsible attitude to its environmental management.

1. Corporate Priority

To recognise environmental management as among the highest corporate priorities
and as a key determinant to sustainable development; to establish policies,
programmes and practices for conducting operations in an environmentally sound
manner

2. Integrated Management

To integrate these policies, programmes and practices fully into each business as an
essential element of management in all its functions

3. Process of Improvement

To continue to improve policies, programmes and environmental performance, taking
into account technical developments, scientific understanding, consumer needs and
community expectations, with legal regulations as a starting point, and to apply the
same environmental criteria internationally

4. Employee Education

To educate, train and motivate employees to conduct their activities in an
environmentally responsible manner

5. Prior Assessment

To assess environmental impacts before starting a new activity or project and before
decommissioning a facility or leaving a site

6. Products and Services

To develop and provide products or services that have no undue environmental
impact and are safe in their intended use, that are efficient in their consumption of
energy and natural resources, and can be recycled, reused or disposed of safely

7. Customer Advice

To advise, and where relevant educate, customers, distributors, and the public in the
safe use, transport, storage and disposal of products provided; and to apply similar
considerations to the provisions of services

8. Facilities and Operations

To develop, design and operate facilities and conduct activities taking into
consideration the efficient use of energy and materials, the sustainable use of
renewable resources, the minimisation of adverse environmental impact and waste
generation, and the safe and responsible disposal of residual wastes

9. Research

To conduct or support research on the environmental impacts of raw materials,
products, processes, emissions, and wastes associated with the enterprise and on
the means of minimizing such adverse impacts

10. Precautionary Approach

To modify the manufacture, marketing, or use of products or services or the conduct
of activities, consistent with scientific and technical understanding, to prevent serious
or irreversible environmental degradation

11. Contractors and Suppliers

To promote the adoption of these principles by contractors acting on behalf of the
enterprise, encouraging and, where appropriate, requiring improvements in their
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practices to make them consistent with those of the enterprise; and to encourage the
wider adoption of these principles by suppliers

12. Emergency Preparedness

To develop and maintain, where significant hazards exist, emergency preparedness
plans in conjunction with the emergency services, relevant authorities and the local
community, recognising potential transboundary impacts

13. Transfer of Technology

To contribute to the transfer of environmentally sound technology and management
methods throughout the industrial and public sectors

14. Contributing to the Common Effect

To contribute to the development of public policy and to business, governmental and
intergovernmental programmes and education initiatives that will enhance
environmental awareness and protection

15. Openness to Concerns

To foster openness and dialogue with employees and the public, anticipating and
responding to the concerns about potential hazards and impacts of operations,
products, wastes or services, including those of transboundary or global significance
16. Compliance and Auditing

To measure environmental performance; to conduct regular environmental audits and
assessments of compliance with company requirements, legal requirements and
these principles; and periodically provide appropriate information to the Board of
Directors, shareholders, employees, the authorities and the public

2. Social reporting

In the United States cinema is considered as a profitable activity, while the European
Union considers cinema as an art form that is part of a culture, and more particularly
the expression of the European culture in terms of beliefs, convictions, traditions, way
of life and social organization.

Because of its economical influence, the culture of the United States has become a
part of the culture of every country (the mass culture). The American film industry
knows how to please the whole population all over the world; a great part of its
success is linked to the economical power of the United States.

The extended exploitation of films through merchandising (video games, toys,
booksé) iI's a medium to spread the AAmeri can
not have the economical capacity to export itself like the American one. The concept
of cultural diversity is a way to overcome a unique way of thinking cinema and a
fundamental element to global thinking on development, access, governance and
identity issues. Cultural diversity in film touches deep issues of identity that are
precious to every country. This discussion should not lead to protectionism through a
limited influence of national cinema. On the contrary, an exchange needs to take
form and to be developed. The objective is to realize a real exchange of cultural
identity though all the screens in the world, in order to give people the opportunity to
discover other cultures and ways of thinking®.

% Vincent, B. (2005), Cinema, cultural diversity and the globalization process, The University of the
Western cape, Faculty of Law.
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Freedom of opinion only exists if the audience has a real choice between more than
one single dominant vision or idea. Therefore, the state has an essential role in
subsidizing local film production and regulating distribution and television
broadcasting. When local film production struggles to survive, states should be
entitled to intervene in order to preserve the freedom of expression®.

The Universal Declaration on Cultural Diversity of the UNESCO published in October

2001 set up the first formalization of t he
di versityo concept. The Decl alesati on asserted
1) The concept of Acultural diversityo | ead
is as important as biodiversity is for the human race (Article 1).

2) The defence o f Acul tur al diversityo is fAan et hi
respect for human dignityo, which i mplies a
and fundamental freedoms (Article 4).

3) ACul tur al Rights are an integral part of
4) Cul tur al goods and services dré@émidsbommod

be treated as mere commodities or consumer

5) Finally, it is for each State, with du
define its cultural policy and to implement it through the means it considers fit,
whetherby operational support or appropriate r

An international vision on cultural diversity is needed. It should ensure the security of
policies that are taken by States in order to preserve their heritage and the
development of their cultural expressions. Nevertheless, such an instrument would
not consider that every State initiative is a priori legitimate!>’ For example, Japan
could not obtain the protection for rice that was produced in accordance with
traditional methods. Besides, some measures are not compatible with human rights.
For example, during the UN World Summit on Sustainable Development in
Johannesburg in September 2002, some feminist organizations were opposed to an
ambiguous paragraph that could have legitimised some practices like excision in the
name of cultural diversity.

According to Jean-Michel BAER, cultural diversity should include three dimensions in
order to be credible facing the WTO: the assertion of cultural rights, the regulation of
diversity, and the development of well-balanced cultural exchanges. In order to align
the International Convention on cultural diversity with the commercial agreements of
the WTO, the creation of an international observatory would express

% Germann, C. (2004), Content Industries and Cultural Diversity i The case of motion pictures,
Jusletter, p. 12: http://www.wti.org/res/documents/ArticleContentindustrieslusletter240504 _000.pdf

*" Baer, J-M. ( 2 0 0 3 )tion cultéredlexicUngregle en quéte de contenus. En temps réel, Cahier
11.
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recommendations based on indicators of cultural diversity and would have to make a
classification of the measures which have an impact on trade.

The new stake for the liberalization of audiovisual service is new technology.
Regarding the programme on e-commerce, the WTO website emphasizes the new
probl ems that brought wit h Adiffereneelofevieishasni ¢ mo
emerged with respect to whether certain products (e.g. software and books) when
delivered electronically should be classified as goods or services. Such products,
until relatively recently, had been delivered through conventional means whereby
they were contained in a physical carrier and classified and regulated as goods. The
guestion now arises as to whether such products, when delivered electronically,
should still be treated as goods and therefore subject to the rules of the GATT or,
should they be classified as services and be subject to the framework of the GATS.
In either case, members of the WTO would need to take a decision with respect to
these products®

The rental of films Ahas |l ed to widespread
i mpairing the exclusive right of reproduct
revenue for the authors of the work, and therefore help and support creation and

cultural diversity.

"In recent years, the control of piracy of copyrighted works is becoming a more and
more pressing issue, particularly with the advancement of technologies that facilitate
an easy and cheap dissemination of the works. Thus, it was the impact of piracy that
set off the demand for worldwide protection of Intellectual Property Rights (IPRs) in
GATT by the United States and the European Union. These advances in the
reproduction technologies have increased pressure from copyright owners for
enactment of rental rights. Copyright only gives the authors the right to authorize or
prohibit use or reproduction of the protected work. Generally, there is no right to
prevent the use of the work once it has been legitimately placed on the market. The
principle of exhaustion of IPRs authorizes the commercialisation of the work. Rental
rights are an exception to the principle of exhaustion. It is the right of authors to
authorize or prohibit rentals of their work. This concept was first a response to the
copying of computer programmes and sound recordings where a single act of rental
could lead to several copies of the work. The United States demanded rental rights
for all copyrighted works as early as 1987 while the European Union and Japan did
not ask for them. In 1990, the United States, Japan and the European Union had all
coordinated their positions and asked for rental rights. But submission by the
European Union and Japan included a grant of rental rights for cinematographic
works t00."%

8 WTO website :
http://www.wto.org/english/thewto_e/minist_e/min01_e/brief_e/brief18 e.htm

* Vincent, B., op.cit., p. 50.
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Case study: Cultural diversity in film: a new balance in IPRs.
Bérénice Vincent, the University of the Western cape

In a very relevant article, Christophe GERMANN brings up a very innovative solution concerning the
conservation of cultural diversity in film*. According to him, one should establish a new balance in
IPRs. Hollywood blockbusters are protected by copyright and trademarks and the majority of countries
condemn film piracy: an excessive level of IPRs protection should be denounced through this formula:
TMC = SPA = TMC™.

The Articles 6 to 8 of the TRIPS Agreement guarantee a flexibility that allows the Member States to
limit the protection of IPRs in order to realize policies that are not simply economical. The access to
drugs is an important issue concerning these provisions. Thus, in 1997, the South African government
passed the Medicines and Related Substance Control Amendment Act. This legislation intended to
enable the government to make medicines more affordable. In February 1998, the Pharmaceutical
Manufacturers Association of South Africa (PMA) and numerous pharmaceutical companies began
legal proceedings against the government to block the law, alleging that several of its provisions were
in violation of the South African Constitution and of TRIPS. On 19 April 2001, 39 transnational
pharmaceutical companies bowed to worldwide condemnation and pressure, and completely
abandoned their court action against the South African government.

South Africa wanted to make the drugs more affordable because the population could not afford them
due to patent rights protection that raises the price of drugs. According to Christophe GERMANN, an
analogy should be made in order to conclude that too much protection in the film industry regarding
copyright and trademarks annihilates healthy competition and the cultural diversity. Thus, the Article 6
of the TRIPS gave the Member States the ability to legislate on the type of exhaustion of rights
(national, regional or international). An international exhaustion of the copyright protection for films is
recommended by Christophe GERMANN, except for films with a small budget, which would just
require a national exhaustion of rights. The expenses due to protection of IPRs are not justified when
they ruin cultural diversity!

In order to preserve the cultural diversity in film through the regulation of power of the Major film
companies (the Majors), Christophe GERMANN proposed applying two new principles: the principle of
ACul tur alt OT raenadt ntehne A Most Favourite Cultureo pi
to the WTO principles: the objective of the WTO principles is a free international trade while these
principles want to achieve a cultural diversity in cinema.

Thus, the countries that want to support cultural diversity could refuse to apply copyright and trade

mar ks on their territories for films of the @AM
This would oblige the Majors to share their infrastructure of marketing and distribution. In practical
ter ms, the exchange could consi st of foreign

production and access to marketing facilities.

Nevertheless, Christophe GERMANN clarifies that his position is not against copyright, and that he
only supports the idea that too much copyright and trade marks cause a form of private censorship
exerted by the companies that have a dominant position on the market. Therefore, a new balance
between IPRs and cultural diversity has to be found.

As a conclusion, Christophe GERMANN refers to film piracy. According to him, film piracy could be a
solution against a total monoculture. Indeed, this total monoculture is the result of crazy expenses in

mar keting and distribution (AStars, Print, an

% Germann, C. (2003). Diversité Culturelle et Cinéma : Une vision pour un pays en voie de
développement, CG Draft 08 06 03 Final, p. 24.
http://robert.gujski.free.fr/002/blockbusters/Beilage_A_zur_Replik_vom_26_07_03.pdf

% Trade Mark & Copyright = Stars, Print & Advertisement = Total Mono Culture.
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formula ATMC = SPA = TMCOo. I ndeed, film piracy dissu
blockbusters because of the lack of protection of investment. Thus, in the absence of a new legal
order, film piracy could bring beneficial aspects to cultural diversity despite its illegality!
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IV. CSR positioning of digital cinema

1. Best practices

The organizations that approach the issue of sustainability and corporate social
responsibility develop beliefs and practices as following:

-top management creates awareness of the importance of sustainability;

-upper management sets high standards with regard to sustainability;

-they are creative when it comes to balancing financial success with social and
environmental needs;

-they integrate their vision of CSR within their strategy;

-employees get constructive feedback for the implementation of sustainable
practices;

-employees attend training sessions to foster progress in this area;
-communication is better because it comes to keeping focus on sustainability;

-the leadership frequently communicates organizational commitment to sustainability;
-actions towards sustainability are specified with the employees;

-employees have a personal commitment to sustainability;

-the organization is recognised for proposing procedures and practices in line with
sustainability;

-CSR leaders are requested to coach across organizational boundaries.

Case study: Solvay, Report on sustainable development 2004-2008

Creating sustainable value and the seeds of growth

The company incorporates sustainable development into its industrial strategy. This means greater
contact with all stakeholders involved at any stage in the lifecycle of the products, from the time of
manufacture until the end of their useful life.

Seeking eco-efficiency of products in collaboration with our customers, and getting chemistry
to serve the environment

The company offer products and technologies directly serving the environment:

-conservation and improved use of water resources

-chemistry to serve integrated waste-management systems and to minimize the amount of final waste
products that cannot be recycled

-chemical serving advanced technologies

Knowing our products and discussing of their value and the associated risks

The assessments have given new indications of how new and existing substances must be used in
their diverse applications, and the findings are available to the various stakeholders, from the scientific
community to consumers' associations.

Product stewardship throughout their lifecycle and making progress in recycling
For a series of finished products, regulations increasingly lay down minimum proportions to be
recycled after use.

Protecting the health of our employees and subcontractors and limiting the risk of accidents
The health and safety of people working in the Group depends on a general "safety first" policy, based
on ensuring the reliability of installations and of working practices, monitoring of employees' health,
and investigation of all cases of malfunction or accidents.
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Employees who are the engine of change and a highly effective organization
The growing demands for productivity, quality and mobility together with the emergence of new
occupations, increasingly require the Group's employees to maintain and develop their skills and
flexibility throughout their working life. To progress in a changing socio-economic environment, the
company must strengthen its relationship with its employees and their representatives, and follow a
clear and uniform strategy conforming to corporate social responsibility principles.

Strengthening the dialogue with the local communities and assisting their members' socio-
economic well-being

Each production site plays a part in the life of the local community, and this is a long-term relationship.
There are many important socio-economic challenges, including direct and indirect employment,
subcontracted services, taxes, know-how and expertise, infrastructure and socio-cultural contributions
to the local way of life. The company's ability to foster sustainable relationship with its immediate
environment assists its global performance. What matters is to achieve a balance between the wealth
created by the company (including partner companies) and the sometimes inevitable drawbacks
associated to these activities.

Optimising our energy consumption and helping conserve fossil fuel

In collaboration with electricity producers and engineering consultancies, we are seeking innovative
solutions to improve our energy supply provision and reduce the associated emissions of carbon
dioxide.

Making better use of natural resources and reducing the environmental impact of our plants
The current major thrusts of our environmental management policy are complying with quality
standards for surface water and protecting the groundwater at sites where contamination has occurred
in the past. In addition, we are pursuing programmes to reduce consumption of raw materials and
water by optimising the supply arrangements and increasing the efficiency of production process.

Communicating with the stakeholders and contributing to scientific knowledge

A constructive dialogue on social, economic and environmental questions is more necessary than
ever, given the numerous stakeholders: local, national and international authorities, trade unions, the
academic and educational worlds, NGOs, etc. Our aim is to make constructive contributions to policy
and regulatory choices so that the economic, social and environmental issues presented by changes
in society can be tackled effectively.

Policies, management systems and tools

We establish systems that operate on the basis of continuous improvement. These systems use a 5-
stage process: Commitment, Planning, Implementation, Monitoring, Review and Improvement. A set of
common management tools are used (responsible Care program for chemistry, customer care,
financial reporting standards, ethical behaviour, respect for people, empowerment, and teamwork,
measure and report on performance) and sharing of experience between sites and countries is
encouraged.

2. European eco-label

The life cycle of a product is composed of activities involved in the manufacture, use,
transportation and disposal of this product. The life cycle is usually shown as a series
of steps, from production (extraction and harvesting of raw materials) until the final
disposal (disposal or recovery), through manufacturing, packaging, transport,
consumption by households and industries and recycling or disposal.

The elements that come into play to assess the environmental impact of a product
are:

Production
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-What materials and components (plastic, metals, and other substances) did it take to
extract, refine, to compose?

-What energy-consumption?

-What water consumption?

-What emissions?

-What working conditions?

Transportation
-What energy-consumption?
-What emissions?

Using
-What energy-consumption?
-What emissions?

Elimination
-How to eliminate toxic substances at the source?
-Has processes in place for reuse or recycling?

The European Commission has established ecological criteria and related
assessment and verification requirements for the award of the Community eco-label
to personal and portable computers (among other product groups).

The Community eco-label award scheme is designed to:

1 promote products which have a reduced environmental impact compared with
other products in the same product group;

T provide consumers with accurate and scientifically based information and
guidance on products.

The eco-label may be awarded to products available in the Community that meet
certain environmental requirements and specific eco-label criteria.

The label may be awarded to products that contribute significantly to improvements in
relation to key environmental aspects.

Eco-label criteria must be established by product group and be based on:
T the product's prospects of market penetration;
1 the technical and economic feasibility of the necessary adaptations;
1 the potential for environmental improvement.

The criteria are set and reviewed by the European Union Eco-Labelling Board
(EUEB), which is also responsible for the assessment and verification requirements
relating to them. They are published in the Official Journal of the European Union.

Product groups must fulfil the following conditions:

1 They must represent a significant volume of sales and trade in the internal
market;

4C



T they must have a significant environmental impact;

T they must present a significant potential for effecting environmental
improvements through consumer choice; and

1 a significant part of the sales volume must be sold for final consumption or
use.

Applying for the award of a European eco-label:

1 manufacturers, importers, service providers, traders or retailers apply to the
competent body designated by the Member State in which the product has
been manufactured, first marketed or imported from a non-member country;

1 the competent body assesses whether the product conforms to the criteria of
the eco-label and decides whether to award the label;

1 the competent body concludes a standard contract with the applicant, covering
the terms of use of the label.

Ecological criteria for computers are the following:
-Energy savings

-Lifetime extension

-Mercury content of the display

-Noise

-Electromagnetic emissions

-Take-back, recycling and hazardous substances
-User instructions

-Packaging

For more detailed information, see:
-Commission Decision 2005/341/EC of 11 April 2005 establishing ecological
criteria and the related assessment and verification requirements for the award
of the Community eco-label to personal computers
-Commission Decision 2005/343/EC of 11 April 2005 establishing ecological
criteria and the related assessment and verification requirements for the award
of the Community eco-label to portable computers

3. Benchmarking

The Greenpeace guide ranks the 18 top manufacturers of personal computers,
mobile phones, TV's and games consoles according to their policies on toxic
chemicals, recycling and climate change. The best in class is Nokia. Nintendo is in
last place.

The ranking criteria reflect the demands of the Toxic Tech campaign to the
electronics companies. The three demands are that companies should:

71 Clean up their products by eliminating hazardous substances.

1 Take back and recycle their products responsibly once they become obsolete.
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T Reduce the climate impacts of their operations and products.

The use of harmful chemicals in electronics prevents their safe recycling when the
products are discarded.

Each score is based solely on public information on the companies’ website. The
guide is updated every 3 months. The current edition was published on the 16th
September 2008.

Nokia 1 Clear leader after improving take-back in India.

Nokia is back in 1st place with a total score of 7, having had its penalty point T imposed since v.6 of
the ranking guide i lifted. This follows a survey undertaken by Greenpeace India in July 2008 that
examined the take-back programmes in India of most of the ranked brands. The results revealed that
Nokia has one of the best take-back programmes in India, even though there are still problems in the
smaller cities. See: http://www.greenpeace.org/india/press/reports/take-back-blues Nokia scores very
well on toxic chemical issues, launching new models free of PVC since the end of 2005 and aiming to
have all new models free of brominated flame retardants and antimony trioxide by the end of 2009.
Nokia does quite well on e-waste issues with a comprehensive take-back programme that spans 85
countries providing almost 5000 collection points for end-of-life mobile phones. However, its recycling
rate of 3-5% is very poor and more information is needed on how Nokia calculates these figures.

Noki adbs energy score is boosted by sourcing 25%

2007 and a target to increase use of renewable to 50% by 2010. Nokia also scores top marks
(doubled) for all its mobile phone chargers meeting Energy Star and exceeding the Energy Star
requirements by 30-90%.

Samsung i Good scores on chemicals and e-waste criteria.

Samsung comes in second place with 5.7, scoring well on chemicals and waste criteria. Since
November 2007, all new models of LCD panels are PVC-free, important in driving the market to phase
out PVC, with Samsung being the #1 supplier globally. The company has launched partially BFR-free
models of mobile phone and developed halogen-free memory chips and semiconductors for certain
applications. S a +waste msdéped by gettimgaop marks or reporting recycling rates
of 137% for TVs (based on past sales 10 years
sales have increased 10-fold), 12% for PCs (based on 7 year lifespan) and 9% for mobile phones
(based on 2 year lifespan). However to stay on top marks, Samsung needs to put a reality check on
the EU figures of e-waste recycled. It also scores well on its use of recycled plastic, which is 16.1%,
though only 0.2% is post-consumer plastic, with a goal to increase to 25% by 2008. On energy,
Samsung score improves, gaining points for disclosing total GHG emissions from its operations in
Korea (the majority of its operations) and double points on the energy efficiency of its battery chargers,
all of which meet and 99.4% of which exceed the Energy Star standard.

Fujitsu Siemens- New deadline for removal of BFRs and PVC but still poor on recycling.

Fujitsu Siemens Computers leaps ahead into 3rd place i up from 15th in v.8, with a score of 5.5
points, most of which are gained on the toxic chemical criteria. FSC sells a range of green-certified
products, which use halogen-free flame retarded plastics and halogen-free circuit boards for main
board and power supply, but there is no information on PVC-free components. FSC has finally put a
timeline of end of 2010 for the complete elimination of PVC and BFRs in all its products. FSC scores
poorly on the e-waste criteria. The only voluntary take-back service offered by FSC is in South Africa.
The company reports a recycling rate of 22.5% for Germany based on past sales, using a 7-year
average lifespan of a computer, and over 30% in 13 other countries where its products are sold. On
energy, FSC improves its score, getting top marks for its political support for global cuts of greenhouse
gas emissions. It also scores points for reporting that 27% of consumer PCs meet the Energy Star 4
standard, 75% of Business Line professional notebooks and 58% of PCs meet ES4. Of these models,
100% exceed the Energy Star requirements by 26 i 57%.

Sony Ericsson - Good on toxic chemicals and energy but very poor on recycling.

Sony Ericsson drops to fourth position with a score of 5.3. It is the first company to score almost top
marks on the chemicals criteria, missing this target by having unreasonably high threshold limits for
brominated flame retardants in products that are allegedly BFR-free. All SE products are already PVC-
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free. SE has already met the challenge of the new criterion on chemicals, by banning antimony,
beryllium and phthalates from new models launched since January 2008. The company scores
relatively well on energy criteria because all of its products meet and exceed the Energy Star
standard. It is now reporting CO2 emissions from its own manufacturing and product transportation.
Sony Ericsson falls down on e-waste issues scoring badly on all the criteria. It reports a pitiful recycling
rate of 1%-13%.

Sony - Good on toxic chemicals, room for improvement on energy.

Sony drops to 5th place with the same total score of 5.3 as Sony Ericsson, but with fewer points on the

chemicals criteria, which determines the ranking when total scores are tied. Sony still does relatively

well on chemicals, its score boosted by having models on the market that are partially free of PVC and

BFRs, including three models of video recorders and many models of the Personal Computer VAIO,

A WALKMANDO, Camcorder and Digital c a meelatavely higmby wa st e
supporting Individual Producer Responsibility and providing some voluntary take-back and recycling of

the e-waste generated by its branded products, although not much in non-OECD countries. It is

reporting a recycling rate of 53% based on past sales of TVs and PCs, but this information is only for

Japan. On energy Sony still has room for improvement; it scores points for disclosing externally-

verified greenhouse gas emissions for over 200 sites, reporting on its use of renewable energy (1.02%

as a proportion of total electricity use) in 2006 and committing to absolute cuts in GHG emissions.

Sony is now reporting on energy efficiency: al |l AC
Californiads Energy Ef f itbdreparting pefivod fprieheegy éfficiensy.of PBD we v er
is incorrect and Sony has still to report on the energy efficiency of its TV models, put on the market

since July 2005, the latest Energy Star standard for TVs.

LG - Improved score on recycling and energy.

LG Electronics soars to sixth position from 16th in v.8, with a score of 4.9, gaining most of its new
points on e-waste and energy criteria. LGE has launched new models of mobile phones with halogen-
free housings, packaging and main printed wiring board. It now provides a timeline of 2012 for
eliminating phthalates and antimony i but only in new models of mobile phones. LGE improves its
score on e-waste by starting a take-back programme for its products in the US, including LG, Zenith
and GoldStar brands of TVs. It also gains points for reporting its use of (post-industrial) recycled
plastic across all LGE products as 11%, with plans to increase this to 25%, but without a timeline. The
company has compiled figures for e-waste recycling in Europe, Asia and North America and reports a
recycling rate in relation to current sales for all regions. Globally, the recycling rate for total IT and
telecom equipment is 13.2% and consumer equipment (that includes TVs) is 13.7%. LGE now scores
points on the energy criteria for reporting emissions of GHGs from its factories in Korea and for
information that 100% of its chargers exceed the Energy Star standard (v.1.1) by 50%. But data
provided for energy efficiency of TVs is for models introduced in 2007, not since the latest Energy Star
standard, which came into effect July 2005.

Toshiba - Improved climate policy, but poor on recycling.

Toshiba drops from 6th place to seventh with 4.7, although it scores more points than in v.8. Toshiba
does well on chemicals, committing to introduce alternatives to phthalates, beryllium and antimony by
2012 7 though only in its PCs, for which it loses one point. It has also launched models of laptops with
circuit boards free from brominated flame retardants (BFRs), EcoMark-certified products without PVC,
and makes other components and parts that are free from these harmful substances. The company
does not do as well on e-waste, although it reports a recycling rate of 12% for a group of 5 types of
products that includes TVs, PCs and 3 types of home appliances, but this rate is based on current (not
past) sales. Toshiba improves its score on energy, gaining points for supporting global cuts in GHG
emissions and greater cuts for industrialised countries as well as for reporting that 93% of new PC
platforms developed since July 07 can be configured to meet Energy Star 4. However, so far Toshiba
fails to report on the energy efficiency of its TVs. The company also scores points for disclosing
greenhouse gas emissions from its own operations and committing to an absolute reduction in GHG
emissions.

Dell - Dropping down with poor scores on climate policy.

Dell drops to 8th place, from fifth in v.8 with middling scores on chemicals and e-waste and energy
issues. The company fails to do better on chemicals because it has yet to put on the market products
free of PVC and BFRs or commit to phasing out additional chemicals. On waste, Dell reports a
recycling rate of 12.4%, based on sales 7 years ago. On energy Dell gets points for reporting that over
42 % of laptops and 57 % of desktops (consumer and client) introduced since 20 July 2007 offer
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configurations that meet or exceed Energy Star requirements. Dell also scores points for disclosing its
GHG emissions from global operations, gaining an extra point for getting the emissions third party
verified.

HP - Slightly improved score but no products free of most toxic chemicals.

HP remains in 9th place but its score has increased to 4.7 points, gaining points on energy criteria, but
losing a point on e-waste. HP scores evenly across all three issues. On chemicals, although HP
provides a timeline for eliminating polyvinyl chloride (PVC) plastic and all brominated flame retardants
(BFRs) by 2009, it is only in computing equipment i not for its entire product portfolio. HP has yet to
put on the market products that are entirely free from the worst substances. On e-waste, HP reports a
reuse and recycling rate in 2007 of 15% of relevant sales and some use of recycled plastics. However,
HP loses a point for favouring business customers over individual consumers when providing
information on what to do with discarded products. HP discloses externally verified greenhouse gas
emissions from its own operations and one stage of the supply chain: product transportation. It has
made a commitment to reduce greenhouse gas (GHG) emissions from HP-owned and HP-leased
facilities worldwide to 16 percent below 2005 | evel s by 2010. HPOs
combined energy consumption and associated GHG emissions of HP operations and products to 25
percent below 2005 levels by 2010. HP gains a point for reporting a renewable energy use of 2% of
global energy consumption and for reporting that more than 87% of HP Notebook PC platforms and
32% of Desktop PC platforms offer Energy Star compliant configurations.

Acer - Good on chemicals policy but poor on energy policy.

Acer increases its score slightly to 4.5 points but now takes 10th place. It scores most points for its
efforts on toxic chemicals with a commitment to phase out all phthalates, beryllium and compounds
and antimony and compounds in all new products by 2012, although it does not yet have any products
that are free of PVC and BFRs on the market. Acer scores poorly on e-waste even though it is
reporting a recycling rate of 31.7% based on past sales, for desktops and notebooks sold and recycled
in Taiwan. It also scores top marks (for now) on support for Individual Producer Responsibility,
because the company has visited SWICO (Switzerland), El Kretson (Sweden), Hellmann (German),
ICT-Mi | i eu & NVMP (Netherl ands), and WEEE Forum
related information. On energy, Acer scores points for providing data on its greenhouse gas emissions
in Taiwan and for reporting on the energy effi
notebook PCs, 10% of desktop PCs and 100% of LCD monitors have been verified as Energy Star
compliant.

Panasonic - Needs to improve recycling and amount of renewable energy.

Panasonic increases its score to 4.5 points but drops to 11th place. It earns most of its points on
chemicals issues; it has added six more product groups to its many models of PVC-free products,
including DVD players and recorders, home cinemas, video players and lighting equipment. Panasonic
gives two examples of products free of BFRs T fluorescent ceiling lamps and a kitchen lamp. Despite
putting these PVC-free and BFR-free products on the market, Panasonic has yet to commit to fully
eliminating all PVC and BFRs in its full product portfolio. The company scores poorly on e-waste and
only slightly better on energy; Panasonic discloses greenhouse gas (GHG) emissions from its own
operations that have external verification and commits to absolute reduction in emissions. It scores
well on energy efficiency, with 99.2% of main models of TVs launched in 2005 meeting Energy Star
and 64% exceeding by 50%. 100% of PCs launched since 2007 meet the latest Energy Star standard
and 30% exceed. Despite this excellent performance, Panasonic fails to score full marks on energy
efficiency, because it does not provide data on external power supplies used in the mobile phones that
it sells.

Philips - worst company on recycling with additional penalty for negative lobbying in Europe.

Philips is now in 12th place, scoring 4.3, reduced from its overall score of 5.3 points because it keeps
the penalty point incurred in v.8, due to regressive lobbying against the principle of Individual Producer
Responsibility in a consultation on the revision of the EU WEEE Directive. Philips previously incurred a

overall

(Bel giwu

ciency

penalty point for its membership of Respgomsibl&EReeyclibigr oni ¢ M

in the US. This coalition has now been dissolved. Philips also scores zero on most of the other e-
waste criteria, but gains a point for reporting on the recycling rate of the e-waste it collects in Europe.
Philips scores well on both toxic chemical and energy issues. On chemicals, Philips has committed to
eliminating all phthalates and antimony by December 31 2010. Beryllium and its compounds are
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already restricted and arsenic is to be phased out of TV glass and other display products from 2008.
Philips also increased its score on energy by supporting mandatory cuts in greenhouse gases by
industrialised countries of at least 30%. It continues to score the highest marks of all the ranked
brands on energy criteria, disclosing externally verified carbon dioxide equivalent emissions,
committing to absolute cuts in its operational carbon footprint by 25% by 2012 (using a baseline year
of 2007) and sourcing 10% of its electricity in 2007 from renewable sources. Although Philips scores
well on energy efficiency, reporting that some 71% of all TV models put on the US market after 2005
met the Energy Star standard, these data are only for US models and not all their new models
globally. 10% of Philips current battery charger models fulfil the Energy Star requirements. These
models exceed the technical Energy Star requirements by 5-15%.

Apple - progress on eliminating toxics from new products but needs to improve on recycling and
energy.

Appl ebds score remains t hecompanydrops ta 13thasifion. Ampie scores, but
well for putting products on the market whose key components are free of brominated flame retardants
(BFRs) and PVC vinyl p | -dhe tPodcTouchAipop Nand and ilPoa Classid, ard P o d s
now free of both PVC and BFRs, along with an absence of mercury and the use of arsenic-free glass.

Many other models have PVC and BFR free components; for example, all new models of iMac and the
MacBook Air. While Apple has now positioned itself amongst the leaders in the electronics industry on

phasing out toxic substances, to score more points the complete phase-out of PVC and BFRs in its

iPods should be consistent across all other future product ranges, from Apple iPhone to Apple Macs.

Apple also needs to commit to phasing out additional substances with timelines, improve its policy on
chemicals and its reporting on chemicals management. Apple scores poorly on most e-waste criteria,

except for reporting a recycling rate in 2006 of 9.5% as a percentage of sales 7 years ago. It does only

slightly better on energy criteria, failing to score on all criteria except energy efficiency of products,

where it scores top marks (doubled) for all desktops computers, portable PCs and displays complying

with Energy Star 4.0 and their iPod and iPhone power adapters not only exceeding the Energy Star
standar d, but already meeting Californiabds stricter
2008.

Lenovo - New US tack back scheme, but still no products free of worst toxic chemicals.

Lenovo is in 14th position with a score of 4.1 points, gained mainly on the e-waste criteria. Lenovo
now has a take-back programme in the US and reports a recycling rate of 2.16% of the weight of
products shipped in 2007 and 7.74% of the weight of products shipped in 2000. However, much of that
data is based on the amount of EU e-waste whose recycling was financed by Lenovo 1 by current
market share T and may bear no relation to the amount of Lenovo branded e-waste actually recycled.
Lenovo scores well on most of the toxic chemical criteria. However, it has yet to put on the market
products free of brominated flame retardants and PVC vinyl plastic and needs to commit to the phase
out of beryllium (including alloys and compounds), antimony and its compounds and all phthalates.
Lenovo discloses greenhouse gas (GHG) emissions from global operations in 2007, although these
are not externally verified. Lenovo also scores double points on energy efficiency, for having all global
models of notebook, desktop and monitor introduced since the effective date of Energy Star 4 meeting
the current Energy Star requirements, either in the basic models or as an option. Energy Star
compliance is not supplied as standard for all models; for some models, customers can opt for non-
Energy Star compliant PCs.

Motorola - Only phone company not to set a timeline for eliminating worst toxic chemicals.

Motorola drops to 15th place, scoring 3.7 points, losing points because although its models of
chargers are certified as Energy Star compliant in March 2007 i this is not since the latest energy
efficiency standard for chargers (v.1.1) came into effect, which was in January 2005; it therefore
scores no points on this criterion. efsmexcdethENERGYS, al |l
STAR Tier 2 requirements by more than 50 percent in sleep and standby/no-load modes 1 but what
about chargers sold outside the US? On the other energy criteria Motorola scores relatively well for
disclosing greenhouse gas emissions, committing to cuts and reporting a 5.4% renewable energy use
(as proportion of all electricity purchased) in 2007. Motorola scores better on the chemicals and e-
waste criteria. The company has launched 55 models of mobile phone with BFR free circuit boards.
However, Motorola is the only mobile phone brand to still fail to commit to eliminating all BFRs and
PVC with a timeline, in all of its products. On waste issues, Motorola provides a take-back and
recycling service in 73 countries, representing over 90% of global mobile phone unit sales. It reports a
global take-back rate of 3% of total handsets sold in 2005.

45



Sharp - Most points on toxic chemicals, poor on recycling and energy.

Sharp drops to 16th place with a score of 3.1, mainly because although it reports on many models of
TVs that comply with the Energy Star requirements, the reporting period that this information refers to
is not supplied. Sharp scores well on its policy and practice on toxic chemical issues; it has launched
many models of LCD TVs and solar modules that are free of PVC (except accessories) and has
committed to eliminating phthalates from all products by the end of 2010. On e-waste criteria, Sharp
scores pitifully, only gaining points for information provided to consumers in a few countries on what to
do with their discarded Sharp branded products and for the use of small amounts of recycled plastic.
Sharp discloses third party verified greenhouse gas (GHG) emissions from its own operations but
needs to do more on the other energy criteria.

Microsoft - Very poor on recycling and energy.

Microsoft is in 17th position with a miserable score of 2.2 points, mainly on toxic chemicals criteria.
The company provides a timeline of the end of 2010 for eliminating phthalates. On e-waste, Microsoft
scores only on its weak support for Individual Producer Responsibility. On energy, the company only
scores for reporting its total carbon dioxide equivalent emissions, from its own operations and although
it now has a Climate Change Policy it makes no reference to specific reduction targets for greenhouse
gases.

Nintendo - Zero on most criteria except chemicals management and energy.

Nintendo remains in last place with a pitiful 0.8 points out of 10, scoring zero on all e-waste criteria.
The company has banned phthalates and is monitoring use of antimony and beryllium and although it
is endeavouring to eliminate the use of PVC, it has not set a timeline for its phase out. Nintendo
discloses carbon dioxide (CO2) emissions from its own operations and commits to cutting CO2
emissions and other greenhouse gases by 2% over each previous year. However, Nintendo admits
that an increase in business led to a 6% rise in CO2 emissions in 2006.

4. Social footprint

ILO standards

The criteria compliant with the standards fixed in the basic conventions of the
International Labor Organization® are the following:

1. Prohibition of forced labour (C 29 and 105).

2. Freedom of association and protection of the right to organize (C 87).

3. Right to organize and collective bargaining (C 98).

4. Prohibition of discrimination in employment and remunerations (C 100 and
111).

5. Minimum age for child labour and the prohibition of worse forms of child
labour (C 138 and 182).

A social auditory agency verifies if the production chain declared by the company is
complete and correctly delineated.

As soon as the delineation has taken place, the social auditory agency carries out a
control audit. In general, this control audit is composed of two steps: first, a thorough

32 http://www.ilo.org/ilolex/english/index.htm
http://www.social-label.be/
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preliminary examination or screening of the complete (or delineated) production
chain; and second, a series of spot controls.

For these spot controls, visits of building sites are organized, during which workers
(selected according to a precise procedure) are interviewed.

1° The criteria to respect with regard to the freedom of association and of
collective bargaining are articles in Convention 87 and 98 of the ILO. Workers
and employers, without distinction whatsoever, shall have the right to establish
and join organizations of their own choosing without previous authorization.

Points for investigation:

-trade unions (activities of trade unions within the company, representatives of
workers which are not part of trade unions)

-respect for the freedom of association (creation of unions; respect for the decisions
of workers; influencing decisions; freedom for union action; conditional recruitment;
access to information)

-stimulation of the right to association (encouragement of free negotiations;
knowledge of the rights for the freedom to association and collective bargaining;
freedom of action of the representatives of unions)

-protection of the representatives of workers (dismissal or discrimination; respect for
legal procedures; disciplinary measures)

-collective bargaining (the right to have freely selected representative organizations;
collective bargaining on the subject of working conditions)

-industrial conflicts (strike, demonstration or other forms of significant conflict;
incidents that relate to freedom of association or collective bargaining; relationship
with local workers organizations)

2° The criteria to respect with regard to forced labour are the articles of ILO
conventions 29 and 105. Tthee yse afi forcedi bro supp
compulsory labouri n al |l i ts forms within the shortes

The expression Afdabourédi odi campal siaty wor k o1
exacted from any person under the menace of any penalty and for which the said
person has not offered himself voluntarily. o

Points for investigation:

-company policy (forced labour; recruitment procedures; voluntary participation;
cancellation of employment contract; physical or moral constraint; conservation of
documents)

-contracts (freedom of conclusion; fines; restrictions on freedom of movement)
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-disciplinary measures (company regulations and disciplinary measures; corporal
punishment; physical and moral constraint; intimidation)

-freedom of movement (monitoring; closing of access; leave; debt to the employer;
free choice of residence; right of access)

-payments (correct payment; in cash or in kind; payment within the deadlines)
-prison labour (forced labour; the role of local authorities).

3° The criteria to respect with regard to discrimination are the articles in the
ILO conventions 100 and 111.

-Convention 100 aims to fAensure the applicat
equal remuneration for men and women workers for work of equalval u e 0 . The te
remuneration i ncl udes #fAthe ordinary, basic or mi n
additional emoluments whatsoever payable directly or indirectly, whether in cash or in

kind, by the employer to the worker and arising out of the worker's employment 6. The
expression equal remuneration for men and women workers for work of equal value

refers to firates of remuneration established
conventio Sstresses that fAmeasures shdll be

n
jobs on the basis of the work to be perfor me

-Convention 111 has for objective to formul
promote, by methods appropriate to national conditions and practice, equality of
opportunity and treatment in respect of employment and occupation, with a view to
eliminating any discrimination in respect th

The term discriminationt ar get s fAany distinction, excl usi
basis of race, colour, sex, religion, political opinion, national extraction or social
origin, which has the effect of nullifying or impairing equality of opportunity or

treat ment i n empl oyment or occupationo, A s
preference which has the effect of nullifying or impairing equality of opportunity or
treatment in employment or occupation as may be determined by the Member
concerned after consultation with representative employers’ and workers'
organi zations, where such exist, and with ot

Any distinction, exclusion or preference in respect of a particular job based on the
inherent requirements thereof shall not be deemed to be discrimination.

The terms employment and occupation include access to vocational training, access
to employment and to various occupations, and terms and conditions of employment.

Points for investigation:

-company policy (discrimination based on race, skin colour, sex, religion, political
convictions, ethnic origin, social origin; anti-discriminatory policies; announced
infringements; discrimination with regard to working conditions; disciplinary
measures; internal procedures for complaints)
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-recruitment (procedures; criteria...)
-remunerations

-sex equality (equal remuneration; sexual intimidation; measures in the event of
pregnancy; breast-f eedi ngé)

-gener al problems (recruitment representati Vve
community; regional data on discrimination, intimidation and abuse)

4° The criteria to respect about child labour are the articles of the ILO
conventions 138 and 182.

In no case can the minimum age be lower than the legal minimum age. In addition,

the minimum age fAshal/l not be | ess than tF
schooling and, in any case, shal l not be | ¢
exceptonfor countries fAwhose economy and educat
devel opedo. These countries may Aafter con

employers and workers concerned, where such exist, initially specify a minimum age
of 14 yearso.

Points for investigation:

-company policy on child labour (policy and directives, registers, documents and
pieces of identification)

-age (date of birth, safety, hygiene, minimur

-qualification (vocational training,compul sory education, c¢class ho

ETHI BELO6s Evaluation Scheme

This scheme consists of an extensive checklist of "sustainable criteria” which
together form a picture of the extent to which a company takes its social role
seriously. The evaluation scheme is the result of a thorough analysis of scientific
insights and social discussions about sustainable entrepreneurship.

The scheme is divided into five areas. The first area gives a general description of
the context of the enterprise but is not the object of evaluation. The four remaining
areas are internal social policy, environmental policy, external social policy and
ethical economic policy.

Internal Social Policy

Under social policy, the quality of working conditions and the social contribution of a
company are examined in depth. Working content, conditions, environment and
relationships are the subject of analysis.

Subjects for analysis include:

1 The development of employment and the nature of contracts;
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T Training possibilities for employees;

T Equal opportunity policy of the company and its effects on the number of
women in higher positions, the attitude of the company towards employees of
different cultures, etc.

1 Wage structure;
1 Safety policy on the work floor;
1 Negotiating structures;

1 Participation of employees in company policy.
Environmental Policy

Concern for the environment includes an examination of the internal organisation of a
company and its production chains.

It looks into policy vision and management approach with a particular look at input
(use of raw materials and energy), and output (emissions and waste) and examines
the environmental impact of the finished product.

External Social Policy

The questions raised here are: "How does the company adhere to its responsibility
vis-a- vis its environment?" "What is its attitude to human rights and its relation with
developing countries?" "What are the specific results of these policies?"

Specifically, the focus is made on the extent to which the company contributes to a
sustainable, environmentally friendly and human-centred development of society.
The degree to which a company supports external societal initiatives with money,
people or logistic support and the societal impact of supported projects are raised
here.

In this connection, the extent to which the company is involved in technologies or
practices which may be controversial and are in conflict with sustainable society in
the widest sense of the term, is equally examined. The parameters in this area
include the involvement in the production and trade in arms, genetic manipulation
and animal testing.

Ethical Economic Policy

Under this heading, the analysis concentrates on the ethical aspects of the
company's economic policy. The focus here is the extent to which a company:

1 manages to guarantee and strengthen its economic potential;
1 adheres to its contractual obligations;

1 strives for long-lasting and constructive relations with its customers, suppliers,
shareholders and the authorities.

Specific questions include: What is the innovative capacity of the company? Does the
company have internal control procedures to deal with internal and external risks? Is
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there an effective quality care system? Are the interests of customers, suppliers,
shareholders, the authorities and other stakeholders respected?

51



V. Towards a label for Sustainable Digital Cinema: self certification

We are providing guidelines for social responsibility related to digital cinema. The
guidance methodology is voluntary to use. It will not include requirements and will
thus not be a certification standard.

1. Values and social commitments

Today, an ever growing number of companies and organizations allocate resources
to display a commitment, state their ethics and adopt a socially responsible
behaviour. They send a signal to their various stakeholders. They develop ethical
charters and codes of conduct, carry internal and external audits, implement specific
programs of human resource management oriented towards the recruitment of extra-
financial performance experts and finally, they develop communication networks
involving various players from the civil society.

Sustainability has considerably evolved in recent years and now includes a plethora
of approaches. However, those all coincide in two common points:

- The company has ethical responsibilities towards society beyond its legal and
economic responsibilities.

- The company has an obligation to take into account and satisfy its main
stakehol der s0 eontphatesttaan iervirosmerdallydriendly and
human-centred development of society.

The various books, meetings, forums and discussions pertaining to the definition of
parameters for societal performance have the following axes in common:

-Obser ve c dahpvioars eeadufion and report on their best practices;

- Work with the existing relevant networks;

- Call upon the political leaders in order to make an inventory of, evaluate and
manage the results;

- Mobilize educational settings;

- Develop training tools for the leaders of companies and organizations;

In order to fulfil its social role, the company creates employment, pays salaries and
contributes to social security. It takes care of improving the working conditions and
devel oping the workersdé skil |l s ntribdiente thepr i vat
development of collective functions within education, health and environmental
protection sectors. The values traditionally conveyed by cultural activities meet those
objectives especially well and many of small organizations then refer to these values
to participate in the local social life. An important number of them associate culture
sponsorship and societal commitment. This form of societal commitment leads them
to creating social relations, fighting apathy, linking cinema activities to education
policies, creating mutual assistance processes around culture, motivating and uniting
groups belonging to vastly different social and cultural universes, helping disabled
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people or youth with social insertion issues, accompanying former artists in their
retirement, supporting amateur culture and associative events, etc.

Cinema certainly addresses social needs but being an organization assuming its
societal responsibility is not only about participating in the associative life of its region
(local productions and community activities). It basically concerns the issue of
deploying socially responsible management modes:

1 Are there fewer or more good-paying jobs in the sector-- are people working
more and earning less or the contrary?

1 Is there openness to new business models for content creation (increased
number of models)?

1 Is there more or less accessibility for the different social classes?

T Is the cultural diversity sufficiently guaranteed (rewarding creators, access to
small producers)?

T Shall we evolve with universal access to culture (economically and
geographically)?

1 Is socialization around local cultural events (commitment of public authorities,
social activities, participation of citizens) a key issue of interest?

The principle of social responsibility takes its roots within the finality of activities as
well as process optimisation: competence management and dialogue are the main
bases of CSR.

2. Learning by appropriation: self assessment and continuous
improvement

The ability to innovate in terms of sustainable development refers to technological
improvement of products and services, but also to methodological tools and the
taking into account of social and human factors within and without the organizations.
To go from traditional management tools based on profit performance to new
integrated management tools might create competitive advantage for small
organizations.

The scientific frameworks allowing this strategic approach are the organizational
analysis, the mastering of modern tools for quality management and ethics, the
mastering of marketing tools through a sustainable development approach: consumer
behaviour analysis, market attractiveness, positioning, charters and codes of
conduct, labels and specific quality criteria, and reporting.

In the field of culture, customer relationship management with an increasingly
heterogeneous client base alters market attractiveness conditions. The complexity of
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consumption dynamics has increased in recent years with the delivery of content
online and we lack of partnerships developing between companies, public authorities
and organizations in order to promote cinema as a vector of citizen participation to
collective life.

Maxi mi zing an acti vi ty 0o sopiagcsocralcandiecvirohnaehtdl
programs, are objectives whose convergence rely upon a long term perspective.
Societal responsibility specifically requires the integration of this temporal dimension
in the decision processes.

Yet, the principles underlying sustainable development are complex. Normative
principles and the various market regulation codes, notably those relating to the
protection of consumers, workers and the environment, offer useful landmarks to the
organizations. It is the encounter between those normative principles and moral
convictions that accounts for the sustainable and ethical nature of the final project.
Faced with difficulties, there is seldom a unique and universal solution; the level of
awareness and commitment of the executive influences his choice of a solution. In
this task of constant reviewing, dialogue with various interlocutors originating from
diverse philosophical horizons is essential.

Beyond competences, what must be addressed are abilities. Companies and
organizations are exposed to conflicts of values and opinions that need to be
integrated in a relational process associating all concerned. The anticipated result is
not a victory, but rather a long effort of attitudes and behaviours adjustment that
could not be achieved without openness, loyalty and transparency.

The challenges that may be faced today by organizations are the object of an
impressive list of codes. A non exhaustive preview of these codes follows: EU Green
Book on Corporate Social Responsibility, OECD guidelines for multinational
enterprises, UN Global Compact, Global Reporting Initiative, AccountAbility AA 1000,
ISO guidelines and standards, Eco-Management Audit Scheme, Kyoto Protocol,
Agenda 21, Rio Declaration on Environment and Development, ILO Declaration on
Fundamental Principles and Rights at Work, Social Accountability 8000, Universal
Declaration of Human Rights.

The examination of these external sources underlines the essential issues that a

company or organization must face in terms of corporate social responsibility/CSR
(figure 1).
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Figure 1. CSR Positioning

— ] Peripheral practices
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Three dimensions structure the reflection about the set of problems of CSR,
presented as an operational tool for organizations. They deal with responsible
leadership, CSR culture, and society results.

Responsible leadership

The | eader Sshould be able to coordinate
organize the participative approach, facilitate and accompany this approach, master

the dialogue and negotiation techniques. These requirements are all the more
important since the CSR commitment sometimes occurs in a complex, sometimes
conflicted context, with participants that can be indifferent or resistant to changes.

10 guidelines define the formal commitment of the leader. They represent many
future challenges for the company or organization:

1. Culture: go from a culture of fact to a desired and organized culture.

2. Vision: go from a planned strategy to a dynamic vision that structures the daily
action.

3. Conception of the profession: go from a static and vertical conception to a
transversal conception.
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4. Object of the profession: go from a product orientation to the acknowledgement
of t he mul tipl e aspects o f oduxts, pustonfers,s
stakeholders).

5. Total profitability: go from products profitability to total profitability (including the
social and ethical dimensions).

6. Resources: go from resources available to resources really consumed by its
activities and processes.

7. Quality: go from a financial performance assessment to a key success factors
performance assessment.

8. Integration: go from fragmented traditional management tools to new integrated
management tools.

9. Management dialogue: go from a periodic strategic planning to a permanent
management dialogue allows guiding daily action.

10.Continuous improvement: go from a limited and occasional performance
improvement through cost reduction actions, to a continuous improvement on
several levels of performance.

CSR culture

The following table presents the steps and result indicators that the organization can
take into account when developing a CSR positioning.

Developing an integrated CSR policy: proposed approach
(Eckelmann, 2003)

e
[ s sy oo |9

Phase II: Set-up CSR Management
Design CSR strategy ;
Implement / Integrate CSR strategy

Stakeholder q Culture
Dialogue

o Internal
E)_(ter_nal Issue Management Organizational setup Al
Communication Communication
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Definition of objectives for a
social and environmental

policy

-Respect of legal standards and additional policies
beyond standards

-l ntegration Wi
strategy

thin t h¢

Activities planning

-ldentify environmental and social factors controlled
by the organization

-Involve the stakeholders

-Define results assessment criteria

Integrated management
system

-Designation of a CSR unit and roles distribution to
each responsibility level

-Resource allocation (time available,
means)

-Reporting organization

financial

Implementation

- Work plan and activities

Training

- Determine skill level and abilities required to
perpetuate changes

- Organize trainings for all the workforce

- Inform workers about the importance of
conforming to implemented CSR processes

Communication

- Define an internal and external communication
plan

Documentation

- Describe processes and answers to frequently
asked questions in a manual

- Continuously adapt the manual

- Guarantee documents access within the company
or organization and to its stakeholders

Control and results
evaluation

- Execution of internal and external audits
- Identification of non-compliance
- Implementation of corrective measures

Adjustment and continuous
improvement

- Periodic revisions initiated by the management

Society results

Society results include everything that it is achieved in relation to society as
appropriate: promotion and access to culture, involvement in the community,
partnership with regulatory authorities. Leading cultural and show business figures
should exchange views on topics of general interest such as the environment, the
climate, alternative energy sources, the development of the poorest areas of the
planet, tolerance, and the role that the film industry can have in this scenario. This

underlinesci nemao s

contri

bution to the dial

groups in a particularly difficult moment for the new world society.

Technological and social innovations are triggering changes in consumption patterns,
lifestyles, and the conditions of access to goods and services. They offer prospects

for meeting

effects that dovetailwi t h

t o dDBigita sechrolbgy lisl assogped with numerous
t he

communi ttoyMi:s current
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-rise in profits (through cost reduction)

-increased productivity

-lower prices

-jobs

-.wor k processes and saketyrphysicalefort, metiiation,icreativity, (
ease, etc.

-output

-natural resource savings

-less pollution

-investor confidence

A great many indicators and scoreboards for monitoring and fine-tuning a gradual
sustainable development approach exist. We shall use a set of indicators appropriate
for the film sector:

Economic sustainability

How to fund the technological transition?
Does Digital Cinema open new opportunities?
Can everyone access Digital Cinema?

Does it increase cultural diversity?

Does it promote universal access to culture?

Environmental sustainability

Is there a vision and a management approach?

-Inputs (raw materials, resources)

-Outputs (emissions, waste)

Is cinema complex building design integrating the latest eco-friendly
norms?

Social sustainability

Does Digital cinema improve local production?
Does Digital Cinema allow local production to be accessed by a broader
public?
Is Digital Cinema favouring the expansion of social and community events?
What are the risks of the dematerialization?

Loss of social bonds

Loss of employments

Transition difficulties

Resistances to change

Cultural sustainability
Does Digital Cinema bring socialization around local cultures?

Are there more adverts about climate change on the screens?
Does DC promote cultural diversity?
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-Multi-lingual versions
-Low cost production
-Ease wider distribution

We consider these indicators as a framework favouring the emergence of relevant
practices. A qualitative assessment of relevant practices, in terms of strengths and
weaknesses, supports a self assessment methodology of sustainable digital cinema.
The cinema actors should acquire specialization and learning processes facilitated by
an enhanced access to capabilities like equipment, skills, knowledge and institutional
assistance.

We outline the respective perceived performance in the various sections (7 sections)
included in the questionnaire proposed in annex®:. Four people provided their
perceived performance on every item constituting each specific section, when they
estimated to have a satisfactory awareness about it (scale ranging from 0 when the
item was considered as never taken into account to 3 when the item was considered
as always taken into account). Table 1 summarizes the main findings resulting from
the analysis of the questionnaires. These findings allow identifying sections where
the perceived performance is comparatively lower or higher.

Table 1. Perceived performance in the various sections

Mean
Sections Score L0\_Nest VS
: (scale Highest
CF MAIEEs @ i) from O to score34
3)
Involvement of the industry (7 135 17 1.7
items) ' '
Description of the organization (9 153 11-21
items) ' ' '
Equipment and technologies
(12 items) 1,30 0,4-1,8
Staff and social responsibility (9 133 1-92
items) '
Education and Information (6 213 177 2.7
items) ' ' '
Community integration (8 items) 1,83 17129
Cultural diversity (6 items) 2,25 1,7-3

Five sections are characterized by a perceived mean score lower than 2. It tends to
demonstrate that the cinema sector currently deals relatively bad with each specific

®The guestionnaire has been tested at the International Digital Film Forum (IDIFF) organised in Paris
in January 2009.

% Lowest score must be understood as the lowest mean perceptual score given by respondents on
one single item. Highest score must be understood as the highest mean perceptual score attributed by
respondents on one single item.
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section presented in the questionnaire. However it appears that the perceived
performance is rather variable within individual section under scrutiny.
With mean perceptual scores ranging from 1 to 3 a first group includes the sections

labelled a s AfEducati on and i nformati ono, "Commu

di versityo. According to the diagnosi s

sections where the performance is comparatively higher.

The mean perceptual scores on the four other sections range from 0,4 to 2,1. The
analysis of the perceptual scores on these sections reveals a comparatively bad
performance on these four aspects. Let us note that all these aspects concern
technical and legal requirements associated with sustainable development. In the
same time, the weakest performance score characterizes equipment and
technologies®.

To enlarge this study to a larger sample of firms is the next step in order to put into
evidence the differences due, for instance, to technological background, social
commitments and size of the considered organizations.

3. D-Cinema financial options

Investing in digital technology makes it possible to incorporate technical progress in
an existing production system and thereby improve its production capacity. Such
investments depend on the use and combination of several types of instrument.

Regulatory instruments

Regulatory instruments consist of binding standards that determine the behaviour to
adopt or avoid. They can ban or limit certain activities, subject activities to specific
procedures (authorizations, permits, audits, and so on), or even require that certain
products or processes meet specific standards. These instruments leave the players
little freedom; they are effectivelydesi gned t o control the |

Economic instruments

Economic instruments are more sensitive to market reality and society, especially to
the difficulties of reaching compromises on subjects that divide them. By acting upon
market mechanisms, these instruments aim to encourage economic operators to
behave a certain way. This gets the latter to improve their performances gradually.

Taxation consists in requiring the payment of a sum to get the party from which the
tax_is_collected to opt for another activity. Taxes are payments without getting
anything in_exchange, whereas fees amount to payments in_exchange for the
provision of a service.

% However it is important to notice that the mean perceptual score obtained on one specific section
can be influenced by a very weak/high performance on one single item. Indeed a single outlier is
sometimes capable of significantly affecting a mean perceptual score.
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Financial aid, premiums, and subsidies are also intended to promote efforts and
stimulate the adoption of certain types of behaviour. Other economic perks can also
be given. These include_income tax rebates, development subsidies, training aid,
technical assistance programmes, and so on.

Planning instruments

Planning instruments consist of guidelines and trains of measures belonging to a
well-knit policy based on objectives, priorities, means to achieve them, and actions to
take. They often involve the coordination of the various relevant departments within a
given level of power and between different levels of power. They require the
participation of a large number of parties from both the government and
administrative side and the side of economic, social, and environmental players. The
latter make the axes of the policy their own and help to develop them. The policy is
useful only if the process of its development and implementation includes systematic
review of the actions that are taken with feedback on the targets that are set and the
means to achieve them.

Voluntary instruments

Voluntary instruments (labelling, certification, management schemes, codes of good
practice, charters, and so on) cover the initiatives that the players take voluntarily to
improve their performances. The objectives are set by the stakeholders in the
voluntary action. In some cases, the objectives are set by the public authorities and
the parties are free to choose the ways to fulfil them (negotiated agreements with
measurable objectives).

In the cinematography sector, the adoption of digital technology rests upon a few
measures to which the large groups refer, but continue to be implemented little by the

A

sectordés smaller undertakings.

Leasing

Film theatre operators and other users can become the owners of the projection
equipment after a certain term of rental.

The leasing contract can contain the following clauses:
-the possibility not to renew the contract each year.
-service offers, such as upgrading the digital technology.

VPF (Virtual print fees)

The price of a digital copy is markedly lower than that of a 35 mm copy. The savings

that the distributors make can thus be used to finance the theatre6 s equi pment a
furnishings. A third-party investor buys the equipment and serves as a middleman

between the distributors and theatre operators. The distributors pay the investor a

virtual print fee for each digital film that is shown for a period of up to ten years. The

operators then become the owners of the equipment that they have acquired. Thanks

to the VPF system that actually pay only about a quarter of the equipmentd s cThes t
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distributors keep some of the profits made by replacing the 35 mm copies by digital
copies. Itd s awinawinrarrangement.

The fees can be a flat fee per digital copy or proportionate to the number of times the
copy is shown. The flat fee may be overestimated when the number of showings is
small, for example in small cinemas, but this is doubtless the only way to enable such
theatres to get the necessary equipment. Setting the fee according to the number of
projections penalizes the large cinemas and big box-office draws.

Il n Ger many, the distributorsd share of t he
number of 35 mm copies (350 euros per copy). Government subsidies complete this
financing scheme.

In Norway, a large number of small cinemas are used for film showings and other
local cultural activities. The transition to digital cinema is deemed to be vital and
scheduled to be complete by 2010 so as to promote these small cinemas and enable
them to show the digital copies of films as soon as they are released.

The investmentso financing plan is as foll ow
State: 20%

Cinema operators: 20%

Distributors: 40% (VPF)

National Film Board: 20% (taxes on box office receipts and DVDs)
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V. The sustainable digital cinemaédé Charter

Some people think that sustainability is about reverting to using traditional methods.
This is a limited view. Sustainability is not about living in primitive conditions. It is
about product and service differentiation, innovation and implementation of new
technologies. It is about understanding our situation, designing and using technology
appropriately, and developing as communities in ways that are equitable, and make
sense economically and ecologically.

The Charter recognises that the access to digital technologies can be an incentive to
the promotion of cultural diversity.

The Charter promotes the development of trusting relationships between
stakeholders, producers, distributors, and exhibitors to the benefit of the public in the
cinema sector.

The Charter promotes an all-embracing view of economic creativity integrating
societal progress.

The Charter promotes the value of the sustainable development based on its three
interactive pillars: Economic, Social and Environmental.

The Charter encourages responsible stakeholders to embrace the vision of
sustainable development and the necessary changes that it implies:
1 To embed the appropriate values and behaviours in strategies and
management practices.
1 To encourage the social aspects of the cinema: diversity of cultures, human
rights, respectforn at ur e é
1 To develop learning platforms for critical and constructive dialogue.

The Charter principles:

Protect cultural diversity.

Promote technologies helping its development.

Find sustainable business models.

Help the promotion, the diffusion and the recognition of European films.
Promote interoperability through the technological chain.

Promote high technical quality.

Educate the film industry to the new technologies.

NoahswhNpE
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VI. The SEDCINE website

www.sedcine.org
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http://www.sedcine.org/

