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Introduction

Sustainable growth is fundamental. The international business community is fully committed
to advancing the complementary themes of economic growth, environmental health, as well
as development of human resources to the benefit of all sectors of society, which are, of
course, where our customers are found.

Multilateral trade policy has an important complementary role in helping countries absorb and
capitalise on the growth and development potential of a rapidly changing global marketplace.
For over 50 years the disciplines of the GATT/WTO system have made a major contribution
to economic growth and improved living standards around the world. BIAC continues to
support the launch of a broad-based, balanced, new trade negotiation at the Doha Ministerial,
as a matter of high priority. The world economy cannot afford a delay.

It is vital that this rules-based system remains strong and that it be attuned and improved in
the context of today’s dynamic global market place. Open markets have never been more
important to the diffusion of trade benefits for wealth creation and development at local and
international levels. The OECD has a critical role to play in developing fact-based analysis to
support development of policies that support open markets and their benefits.

Society needs to be assured of the net positive benefits that are created by sustainable growth,
and continued dialogue and analysis should focus on strengthening and developing policy
frameworks that maximise the environmental, development, and economic benefits of
globalisation. In this context, BIAC’s submission sets forth a number of positive assertions
that illustrate the benefits of sustainable growth and related institutional and trade policy
issues:

1. International trade and investment promote economic growth and economic freedom
through competition and consumer choice, and have proven fundamental to wealth
creation and poverty reduction, which in turn render environmental and societal benefits;

2. The WTO multilateral trading system is critical to the diffusion of trade benefits globally
through common disciplines that expand trade opportunities on a reciprocal basis;

3. The business community is a key contributor to the diffusion of technology, higher level
skills, and improved labour, health, safety and environmental conditions;
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4. Open markets encourage a policy mosaic of good governance, which reinforces benefits
of trade and investment liberalisation.

BIAC urges the OECD to communicate these positive messages consistently across its work,
and we appreciate the opportunity make recommendations based on these assertions, noted
throughout this paper, for OECD work on trade related issues to sustainable growth.

1. Sustainable Economic Growth: Realising the Benefits Through Trade and
Investment in Open Markets

International trade and investment promote economic growth and efficiency through
competition and consumer choice, and have proven fundamental to wealth creation and
poverty reduction that positively impact environmental and societal conditions and
opportunities.

BIAC supports recent OECD work on issues related to sustainability demonstrating that trade
and investment promote competition and economic growth. Trade and investment in turn
lead to poverty reduction, enhancing long-term development opportunities in poorer
countries. Moreover, they stimulate technology diffusion, and promote the kinds of structural
changes necessary to make more efficient use of natural and environmental resources and to
energise the education system essential to improved societal conditions.

The OECD study “Open Markets Matter,” presents evidence of the tangible benefits of
market liberalisation on employment, income distribution, and environmental protection, and
clarifies the relationship of trade rules to national sovereignty. BIAC urges the OECD to
communicate this message consistently across its work. We also welcome and support the
OECD?’s efforts to develop a complementary publication “Open Services Markets Matter,”
recognising the increasing role that services play in trade flows and domestic economies.

Likewise, increased trade and investment promote opportunities for countries and companies
to employ more environmentally-efficient technologies, share good practices, and contribute
to environmental regulatory capacity building, particularly in developing countries. The

proper approach is to improve environmental policy, and not to restrict trade and investment.

Transboundary environmental challenges should be addressed through multilateral co-
operative approaches, rather than through trade discriminatory policies that lead to conflicts
and high transaction costs. These policies must be compatible with the multilateral trade rules
and should not discriminate against foreign direct investment. They should be based on
sound science, and be least trade restrictive, or they risk being ineffective and will limit the
benefits of trade and investment. Sound environmental management should consider the
interests of all affected parties and consider the full range of policy instruments, including
voluntary and market-based approaches.

Likewise, business recognises the importance of improved labour conditions in the global
economy. Treating our employees well is not an afterthought. As engines of development




and growth, trade and investment have helped raise living standards around the world, thus
leading to improved societal and labour conditions.

We maintain our position that it would be counterproductive to introduce trade sanctions for
violations of any agreed labour standards or to include binding labour clauses in trade
agreements or investment treaties. The failed attempts to engage the WTO in trade and labour
issues at the Seattle Ministerial reconfirm the wisdom of the Singapore Ministerial Decision
that the ILO, not the WTO, is the competent body to deal with the conditions of work. We
support strengthening the ILO so that it can credibly deal with violations of worker rights.
Specifically, BIAC supports the promotion of the ILO Declaration on Fundamental Principles
and Rights at Work, which addresses violations of fundamental workers rights and provides
targeted technical assistance to help countries observe these rights.

Recommendations for OECD Work:

* BIAC recommends that the OECD update its study “Open Markets Matter” as it is
an important tool for both promoting the benefits and addressing the challenges to
market liberalisation and sustainable growth.

* BIAC suggests that the OECD Trade Committee address the issue of structural
change and adjustment that result from trade liberalisation, and how various
markets adapt to these changes, for example across sectors and distinguishing
between services and manufacturing.

2. The WTO and Sustainable Growth

The WTO multilateral trading system is critical to the diffusion of trade benefits globally,
through common disciplines that expand trade opportunities on a reciprocal basis.

As we have stated previously, the successful launching of a new WTO Round, with a broad
based and balanced agenda, is a high priority for BIAC. Support for the WTO as an
institution is also essential to success.

The WTO is an instrument of representative government. It is an intergovernmental
organisation that operates according to consensus of its members. All rules are proposed and
adopted according to this consensus. The WTO is designed to create and manage an agreed
set of rules that expand trade opportunities for all members, and to settle disputes when there
is conflict between members. At the WTO, all countries have equal access to the dispute
settlement mechanism, permitting smaller and developing countries to have equal footing to
larger and developed countries. Developing countries continue to seek WTO membership on
this basis, and engaging them is critical to their economic success and to the strength of the
WTO system.

BIAC repeats its call for improvements in WTO transparency, and suggests that such
improvements be combined with inclusiveness in national consultations with interested
parties.




Given the importance of trade and investment for economic growth, business stands by its
long-held view that there should be less rather than more special and differential treatment of
WTO members because such treatment has the perverse effect of impeding access to the
benefits of trade and competitive markets. One of the great achievements of the Uruguay
Round was the improved participation of developing countries in common trade disciplines.

We also recognise, however, that some countries may not be able to participate according to
their economic potentials in the global marketplace. While business has no expertise to
address the identification of such countries or to advise on the demarcation between LDCs
and developing countries, a longer-term policy objective should be to help those countries
become full participants in the WTO system.

Business has long recommended that there be increased co-ordination among the specialised
multilateral agencies to deal with related issues. The “Integrated Framework,” a co-
ordination among various such organisations for assistance to developing countries, is an
important step in that direction. We do support a leading role for the WTO within that effort
to co-ordinate “trade-related” capacity building aimed at improving the ability of countries to
be fully engaged.

Given the limited results of decades of aid to least developed countries, it may be important to
focus the new cycle of aid for capacity-building on improving the policy structure for markets
and trade opportunities as a matter of priority, including emphasis on capacity building to
promote environmental protection and societal programs.

In general, it is critical that the WTO maintain its present focus on setting the conditions and
rules for trade. The WTO does not have the expertise, resources, nor the political mandate to
promote policies in other areas. Attempts to promote an all-inclusive mandate risk
undermining WTO effectiveness.

Recommendations for OECD Work:

* BIAC suggests that the OECD develop further empirical evidence showing the
benefits and importance of the WTO framework and the multilateral trading
system, including in the area of services, that is critical to the confidence of
governments, business, and civil society, in the WTO framework.

» BIAC encourages OECD to study the potential benefits of investment rules in the
trade context, for example, through development of case studies of the factors in
investment liberalization and its impact.

3. Business Engagement and Sustainable Growth

The business community is committed to sustainable growth, through innovation supported
by economic activity that results in technology diffusion, higher level skills, and improved
labour, health, safety and environmental conditions.




As OECD recently stated, “Business can play an important role in adopting and diffusing
sustainable practices world-wide, and in many instances may be ahead of governments in
implementation®.”

Companies are key players in promoting innovation and sustainable growth, and through
investment and international trade they are significant agents of positive change at local and
international levels. The efforts of companies in this area often go unheard, but they are
inherent in the strategies and implementation of their management systems.

In this era of globalisation and economic integration, there is increasing pressure on business
to be responsible for the environment, for social conditions, poverty reduction, even for
education. Companies are investing significant resources to communicate to the public what
has made them competitive in the first place — good management systems -- which aim at
implementing good company practices and polices related to environmental health and safety,
quality of the working environment, employee benefits, and community relations.

For example, a recent survey of American manufactures illustrates a number of practices
followed by manufacturing companies with respect to ethical, labour, and environmental
standards in developing countries. The survey shows how manufacturing companies are
creating benefits in these areas through implementation of their management systems in
developing countries, and how the direct positive impact of these companies on labour and
environmental standards in the broader policy context, can be more effective than punitive
actions, for example trade sanctions, against developing country governments. 2

The annex to this statement includes a number of other illustrative cases describing the
positive contributions of business to sustainable economic growth and development.

In addition, the OECD MNE Guidelines, as the only comprehensive set of voluntary
principles for international business collectively endorsed by governments, serve as a
benchmark for company management systems. The Guidelines are an important OECD tool
with the clear aim of improving the climate for foreign direct investment, sustainable growth,
and to promote the positive contribution that multinational enterprises can bring to society.

Generally, multinational enterprises apply uniform environmental and labour standards in the
different locations in which they operate. According to a recent study by the Global
Environmental Management Initiative, GEMI, in many cases, they apply higher standards
than those required by the host government or followed by local companies.

At the same time, it is clear that there are limits on what should be expected from company
performance. Companies cannot substitute for governments in building the policy mosaic,
that is the co-ordinated legal framework and basic infrastructure needed to establish fully
functioning market economies that attracts business and is necessary for it to flourish.

! “policies to Enhance Sustainable Development,” OECD, 2001.

2 U. S. Manufacturing Industry’s Impact on Ethical, Labor, and Environmental Standards in Developing
Countries: A survey of Current Practices. Manufacturers Alliance/MAPI and the National Association of
Manufacturers. April 2001. The survey can be found on the Internet at www.NAM.org.



Recommendations for OECD Work:

e Continued OECD focus on the new economy and benefits of trade and contribution
of firms for development at local and international levels in open markets, including
the impact of technology diffusion on development.

* BIAC believes that the World Summit on Sustainable Development (WSSD) should
have as its foundation a commitment to sustainable economic. Providing policy
support for the important economic and technological contributions of business to
sustainable growth should be an important part of the efforts of the WSSD and the
OECD.

4, Open Markets Encourage Good Governance

While growth is essential, reaping the benefits of economic growth is dependent upon a
broader public policy mosaic supported by governments that enables the benefits of trade
and investment to be realised at the local and international level. Open markets encourage
development of good public governance.

Like business, governments also compete for trade and investment opportunities by offering
the best possible framework conditions for economic growth. Good governance is essential to
attract FDI and exports, which in turn increase consumer choice, create jobs, and most
importantly generate revenue for public spending on education and training that is essential
for economies to adjust to the benefits of growth.

In order to trade and invest in open markets, companies seek out market environments with
macroeconomic and societal stability, established rule of law, regulatory frameworks that
promote competition, enabling infrastructure, quality education and training opportunities,
protection for intellectual property rights, and the absence of corruption. Competition policy
applied in a rigorous and transparent way is also an essential governance tool.

The multilateral trading system provides additional certainty for business as WTO member
countries are committed to, in the context of the WTO agreement, implementing fundamental
principles including transparency, non-discrimination, and national treatment.

The role of governments is critical to the success of open markets, trade and investment and
the benefits they can bring. Governments create the rules and laws that govern the market
economy and they exercise their power to tax, which contributes to revenues that support
public programs such as education.

While economic integration, trade and diffusion of technologies support growth, they also
demand adjustment by the persons and economies that reap their benefits. The remedy for
dealing with these adjustments lies with education and training. Education — including
lifelong learning -- is fundamental to enabling a society to cope with the inevitable shifts and
opportunities in the labour market, and is a direct positive response to adapting to the
challenges created by liberalised markets and the diffusion of new technologies.




Most frequently, job losses and dislocations are the result of resource shifts to more
productive activities that are additive to economic growth. Thus access to education and
training allow trade and globalisation to contribute to the development of a country’s
economic resources instead of depleting them, which would be the result of holding back
trade or technological progress.

In short, it is the responsibility of governments to implement policy frameworks that support
sustainable growth, and permit its citizens to realise the benefits. The integration of markets
and increased removal of trade and investment barriers make governance instruments all the
more important to ensure contestable and fair markets.

Recommendations for OECD work:

* BIAC commends OECD for its horizontal approach to work on regulatory reform,
and urges continuation of Trade Committee work in this area, including in the
multidisciplinary country reviews.

Conclusion

In our paper we have highlighted a number of positive points related to trade and sustainable
growth:

* International trade and investment promote economic growth and economic
freedom through competition and consumer choice, and have proven fundamental to
wealth creation, poverty reduction, environmental protection and management, and
societal development. The WTO multilateral trading system and specifically the
WTO is critical to the diffusion of trade benefits globally.

» The business community is a key contributor to diffusion of technology, higher level
skills, and improved labour, health safety and environment conditions. Open
markets encourage good governance which reinforces benefits of trade and
investment liberalisation

The OECD should carry out analysis that would contribute to and support continued
confidence building related to the positive returns from open markets, sustainable growth, and
the policy frameworks that are essential to the benefits of globalisation. It is critical that the
OECD Trade Committee be engaged in every aspect of horizontal work being done to support
and analyse policies that contribute to sustainable growth.

While business is convinced of the positive contribution of trade and open markets for
sustainable growth and development, we recognise that trade and investment liberalisation
alone are not enough, and that additional policies, as we have illustrated above together with
international policy co-ordination are necessary to realise the full benefits of liberalisation.

Finally, as BIAC stated in its April letter to the Chairman of the OECD Trade Committee,
“All efforts with regard to sustainable development begin with sustainable growth.”



Annex

BIAC Statement on to the OECD Trade Committee on
“Trade and Sustainable Growth”

. Summary of ABB’s Sustainability Report 2000
. The Dow Chemical Company Guiding Principles of Sustainable Development

Innovation and our Environment—Learning from Our Success: Case Studies from
the BIAC Discussion Paper on Innovation and Global Growth



Summary of ABB’s Sustainability Report 2000
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This is ABB

The ABB Group serves customers in manufacturing, process and consumer industries,

utilities, the oil and gas sector and infrastructure markets. The company has its head-

quarters in Switzerland and employs about 160,000 people in more than 100 countries.

ABB fulfills its commitment to sustainable development by supplying ecoefficient

products and systems, sharing its latest technologies with emerging markets, contributing

to common efforts and by continuously improving its own sustainability performance.

The use of the word “sustainability” in this report is based on the classic definition:

“Humanity has the ability to make development sustainable - to meet the needs of the

present without compromising the ability of future generations to meet their own needs.”

(From United Nations World Commission On Environment and Development, “Our

Common Future,” 1987)

ABB’s Sustainability Report 2000 is available in English on the Internet: www.abb.com

Highlights in 2000

The Environmental Affairs organization took on
responsibility for coordinating all aspects of
sustainability and by the end of the year was
renamed Sustainability Affairs.

ABB announced a strategic thrust into alternative
energy solutions based on advanced new wind
turbines, microturbines, fuel cells, and small-scale
combined heat and power plants — and completed
the divestment of its large-scale fossil fuel, hydro,
and nuclear power generation activities.

ABB launched a social policy for review and consult-
ation with its main stakeholders. Prior to this, ABB
had studied the social impact of its operations at
sites in seven countries.

ABB introduced three social indicators for health
and safety and increased the total number of
sustainability performance indicators to 39.

Most Business Areas made steady progress in
developing Environmental Declarations (EDs) and

Environmental Product Declarations (EPDs).
Four gained third-party certification.

ABB participated in the launch of the United Nations
Global Compact, which calls for the support of
business in raising international respect for human
rights, labor rights and environmental protection.

ABB accepted the role of chairman of a steering
committee of the World Energy Council to oversee
its greenhouse gas emissions-reduction program.

At the end of 2000, ABB had implemented ISO
14001 environmental management systems at 535
manufacturing and service facilities, corresponding
to 97 percent of its total. Greece, with three sites,
became the 49th country to join the program.

ABB was rated top of its industry group for the
second year in succession in the Dow Jones
Sustainability Group Index.

ABB’s mission is to create value. For cus-
tomers, by making them more competitive.
For employees, by offering them opportu-
nities to learn, grow and share in the value
they create. For shareholders, by seeking to
meet or exceed their expectations for value
creation. And for the communities and
countries where we operate, by living our
commitment to sustainable development.

In 2000, ABB continued to shift its
strategy toward knowledge-based activities,
responding to deep changes in customers’
needs, and acting on the great potential
of new information technologies. Early in
2001, we then reorganized ABB entirely
around customer groups instead of tradi-
tional product lines.

Alternative energy solutions

The divestment of our traditional large-scale
power generation businesses, including
fossil fuel, nuclear and hydro power plants,
was guided by sound business sense. But
it had another effect — it changed our
environmental profile.

Power suppliers now prefer natural gas
fired plants, which are cleaner, cheaper
and take less time to build. In addition,
new technologies give alternative energy
solutions a growing appeal. In June 2000,
ABB announced its new thrust to provide
small-scale decentralized energy solutions
and a radical new design of wind turbine.

Living sustainable
development

Information technology supports the move
to distributed power generation, making
it possible to control many small power
plants from a central point and to trade
energy online. Such solutions, facilitated
by increasing freedom of customer choice,
will play a fast-growing role in meeting
the world’s energy needs in a more sus-
tainable way. In ABB, we want to lead
change in this area.

A force for good

In the past few years, concerns over
poverty, inequality and environmental
damage have overshadowed the benefits
globalization can bring to developing
countries. We find this worrying. If given
a chance to succeed, globalization will
be a force for good — for the sustainable
development of developing countries.
These countries have the most to gain
from economic and social development
in a global framework. But this develop-
ment remains dependent on international
financing.

Poverty and inequality pose major threats
to international stability and development.
Countries that today are being marginalized
must be allowed to develop by promoting
education and building up competence
resources. The activities of international
corporations are important in making this
happen.



The United Nations and business have
addressed these concerns by formulating
a Global Compact. Its nine principles of
good behavior for a global corporate citizen
relate to human rights, labor rights and
environmental protection. ABB supports
this Compact, launched in July 2000. We
are now working with other companies,
UN organizations and others to find ways
of implementing its goals.

Focus on social performance

We have achieved a high level of environ-
mental awareness throughout the Group.
To extend this awareness to another
sustainability field, we have studied the
social impacts of ABB’s activities in seven
countries — on employees and their families,
on the local community and on society at
large. We will use the findings to improve
social performance management through-
out ABB.

The findings were also used as a basis
for formulating our new corporate social
policy, described later in this pamphlet. In
the coming year, we will engage our major
stakeholders in a discussion and review
of this policy. We will begin implementing
it during the first half of the year.

Sustainability is becoming an important
component of shareholder value and

a critical factor for public acceptance.
Increasing shareholder value while striving
to be a good corporate citizen is a mission
that concerns us all.

In the years to come, as ABB pursues
new directions and enters new markets,
we will see the emergence of many more
stakeholders and interested parties. Serving
their different needs to maintain our license
to operate and enhance our business per-
formance is the challenge we will take on.

I look forward to leading the ABB Group
onward in the direction of sustainability.

Jorgen Centerman
President and CEO

Managing sustainability

It took us five years to fully implement
our environmental management program.
Now, with the emergence of new social
standards and guidelines, we are ready to
expand the program to cover the full scope
of sustainable development.

Our social policy has three purposes:

1. It is the tone from the top, indicating
to all stakeholders the direction in which
management want ABB to go and the
standards they want ABB to reach.

2. Tt responds to the increasing interest in,
and pressure on, corporate social perform-
ance from our major stakeholders.

3. It constitutes a firm corporate base for
implementation and compliance, dialogue
and communication to help us achieve
visible social management.

Implementing the policy will be the
responsibility of what was formerly our
environmental management network, with
500 competent people on business area,
country and site level. I am confident that,
with training and support, they will help
bring social performance up to the high
levels they have already reached in envi-
ronmental performance.

We have implemented the ISO 14001
environmental management standard in
about 97 percent of our manufacturing

and workshop facilities. This is about as
high as we can get because of constant
changes from acquisitions, divestments
and reorganization.

Our ISO 14001 process is now expanded
to include those social aspects that are
tangible, such as health and safety, and can
be managed in the same way as environ-
mental aspects. We will, over time, include
other social aspects within the scope of
ISO 14001. Some others may need separate
programs.

ABB’s new thrust into automation, infor-
mation technology and knowledge-based
activities will make ABB even “greener.”
Many of our products, systems and services
enhance the environment. But we still have
much work left in meeting our targets for
curbing CO, emissions and reducing the
use of unwanted substances in products
and processes. Ecoefficiency based on life
cycle assessment will remain essential in
the design of new products.

Adding social aspects to the management
program is an important step in bringing
all three elements of our sustainability
performance into balance — economic,
environmental and social.

= _S__.

Jan Stromblad
Senior Vice President
Sustainability Affairs



Beyond compliance

ABB sees corporate social responsibility
as contributing to sustainable development,
working with employees, their families,
the local community and society at large
to improve their quality of life.

Compliance with official regulations is
a prerequisite for any company to retain
its license to operate. But most socially
responsible companies have the ambition
to go well beyond mere compliance.

ABB has established a baseline for social
responsibility by caring for its 160,000
employees and their dependents, and
through its common efforts and social
contribution programs. Sharing technology
with developing countries — where we
employ 43,000 people — contributes to the
welfare of local communities, raising living
standards and helping to eradicate poverty.

To find out where additional efforts will
bring the greatest benefits, we have studied
the social contributions arising from activ-
ities at ABB factories in seven countries.

An ABB steering committee, supported
by an outside sociologist, planned and
controlled the project. The framework was
benchmarked against the OECD’s Guide-
lines for Multinational Enterprises, the
Social Accountability 8000 standard and
the United Nations Global Compact.

Teams in each country studied ABB'’s
social contributions as experienced by three
main groups — employees and families,
the local community and society at large.
Their reports were used to develop ABB’s
new social policy and will help us to con-
tinuously improve our social performance
in all countries.

ABB'’s social policy

1. ABB in society. To contribute within the
scope of our capabilities to improving economic,
environmental and social conditions through
open dialogue with stakeholders and through
active participation in common efforts.

2. Human rights. To support and respect
the protection of internationally proclaimed
human rights.

3. Children and young workers. To ensure
that minors are properly protected; and as a
fundamental principle, not to employ children or
support the use of child labor, except as part of
government-approved youth training schemes
(such as work-experience programs).

4. Freedom of engagement. To require that
all employees enter into employment with the
company of their own free will; and not to apply
any coercion when engaging employees or sup-
port any form of forced or compulsory labor.

5. Health and safety. To provide a safe and
healthy working environment at all sites and
facilities and to take adequate steps to prevent
accidents and injury to health arising out of
the course of work by minimizing, so far as is
reasonably practicable, the causes of hazards
inherent in the working environment.

6. Employee consultation and
communication. To facilitate regular con-
sultation with all employees to address areas
of concern.

To respect the right of all personnel to form
and join trade unions of their choice and to
bargain collectively.

To ensure that representatives of personnel
are not the subject of discrimination and that
such representatives have access to their
members in the workplace.

To make sure, in any case of major layoffs,
that a social benefits and guidance plan is in
place, and already known to employees or their
official representatives.

7. Equality of opportunity. To offer equality
of opportunity to all employees and not to
engage in or support discrimination in hiring,
compensation, access to training, promotion,
termination or retirement based on ethnic and
national origin, caste, religion, disability, sex,
age, sexual orientation, union membership,
or political affiliation.

8. Mobbing and disciplinary practices.
To counteract the use of mental or physical
coercion, verbal abuse or corporal/hard-labor
punishment; and not to allow behavior, including
gestures, language and physical contact, that
is sexual, coercive, threatening, abusive or
exploitative.

To develop and maintain equitable proce-
dures to deal with employee grievances, and
disciplinary practices.

9. Working hours. To comply with applicable
laws and industry standards on working hours,
including over-time.

10. Compensation. To ensure that wages
paid meet or exceed the legal or industry
minimum standards and are always sufficient
to meet basic needs of personnel and to provide
some discretionary income.

To ensure that wage and benefits composition
are detailed clearly and regularly for workers,
and that compensation is rendered in full com-
pliance with all applicable laws and in a manner
convenient to workers.

To ensure that labor-only contracting arrange-
ments and false apprenticeship schemes are
not used to avoid fulfilling ABB’s obligations
under applicable laws pertaining to labor and
social security legislation and regulations.

11. Suppliers. To establish and maintain
appropriate procedures to evaluate and select
major suppliers and subcontractors on their
ability to meet the requirements of ABB’s social
policy and principles and to maintain reasonable
evidence that these requirements are continuing
to be met.

12. Community involvement. To promote
and participate in community engagement
activities that actively foster economic, environ-
mental, social and educational development, as
part of ABB’s commitment to the communities
where it operates.

13. Business ethics. To uphold the highest
standards in business ethics and integrity and
to support efforts of national and international
authorities to establish and enforce high ethical
standards for all businesses.



Environmental management

Implementation of ISO 14001
throughout ABB
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Taking account of acquisitions and divest-
ments, the scope of ISO 14001 implemen-
tation increased by 41 sites in 2000. Some
of these are in countries that completed
their first implementation. Others belong
to installation and service companies,
and sales offices. 31 sites were excluded
because of mergers and other changes.
The total number of eligible sites was 551.
ISO 14001 was implemented at 535 sites,
97 percent of the total.

Integrated management systems

Many ABB companies have integrated
environment, quality and, in a few cases,
occupational health and safety into a single
management system, committing themselves
to continuous improvement and auditing.
We now have some 70 integrated systems
and the experience has been positive.

Operational Performance Indicators
Operational Performance Indicators are
standardized metrics that provide informa-
tion for measuring progress toward envi-
ronmental goals. This year’s report includes
39 OPIs, six more than last year. The steady
increase in the number of indicators reflects

our aim to be open about the use of
chemicals and materials that may harm
the environment. The choice of indicators
is based on “restriction” and “warning”
lists published by leading environmental
agencies.

Environmental Product Declarations
Environmental Product Declarations
describe the environmental performance
of a product, a system or a service over its
entire life cycle. This enables customers to
compare the environmental performance
of our products with that of competing
products — the same way they compare
technical data and quality.

In 2000, developing EPDs became a
routine part of the Business Areas’ activ-
ities. Thirty have now been completed.
Four have been externally certified. The
objective for 2001 is to produce declara-
tions to meet the requirements of ISO
14025 for all major product lines.

Suppliers

As we subcontract more and more produc-
tion, we will now pay greater attention to
suppliers’ environmental performance.
Preference will be given to suppliers that
have implemented environmental manage-
ment programs and, in particular, to those
that are ISO 14001 certified. For those that
are not, ABB has developed a set of mini-
mum standards.

Occupational health and safety

As of this year, we are reporting occupa-
tional health and safety data. Initially, we
have concentrated on three operational
performance indicators, shown below.
More indicators will be added in coming
years. Figures are based on 105,711 employ-
ees at 550 sites — almost 100 percent of
the total number of manufacturing and
service sites.

Work-related fatal accidents 2

Work-related accidents resulting 475
in hospitalization

Working hours lost due to work- 326,477
related illnesses and accidents

We deeply regret that two ABB employees
lost their lives in work-related accidents.
Our target remains to reduce the number
to zero.

Communication strategies

We are systematically incorporating envir-
onmental messages into country commun-
ication programs. A priority is to raise
public awareness of ABB’s shift away from
large-scale conventional power generation
and toward alternative, small-scale decen-
tralized power sources. ABB’s new social
policy must also be publicized. Business
Areas are also including messages about the
environmental performance of their prod-
ucts into their marketing communications.

The sustainability section on the ABB
Group website has been upgraded, and
carries the complete Sustainability Report
in English.

Common efforts

ABB’s common effort strategies, based on
Principle 14 of the ICC Business Charter for
Sustainable Development, are designed to
encourage participation in initiatives to
improve society’s environmental and social
situation. These are some initiatives we
support:

The World Energy Council’s pilot program
to reduce industry’s greenhouse gas emis-
sions is now well under way. The total
number of projects now stands at almost
500, spread throughout 80 countries and
representing a possible aggregate reduction
in emissions of more than 850 million tons
annually by 2005.

The World Commission on Dams is the
first independent, multi-stakeholder, system-
atic assessment of large dams around the
world and provides criteria, guidelines and
a framework for examining future large
dam proposals. The Commission published
its final report on November 16, 2000.

The United Nations Global Compact
promotes nine principles in the areas of
human rights, labor and the environment.
These principles derive from the Universal
Declaration of Human Rights, the
International Labor Organization’s funda-
mental principles on rights at work, and
the Rio Principles on environment and
development.




Outlook 2001

These are some of the measures we will
take to improve ABB’s sustainability
performance during 2001:

e The sustainability management program
will be extended to cover Bulgaria and
Vietnam, increasing the number of
participating countries to 51.

e We will maintain our efforts to implement

ISO 14001 at all ABB facilities, including
installation and service companies and
sales offices.

¢ As a follow-up to the introduction of our
social policy, we will conduct dialogues
with ABB’s main stakeholders in all
countries where we have Country
Sustainability Controllers.

e Implementation of the social policy will
begin, involving social performance
programs in each country. Additional
operational social performance indicators
will be introduced.

e Throughout the year, we will educate
employees to raise awareness of our new
social policy and its implementation
throughout the Group.
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e We will support the United Nations Global

Compact by creating local initiatives and
projects that embody its principles.

e We will continue our efforts to cut green-
house gas emissions from our facilities
by one percent annually.

e We will further reduce the use of unwant-

ed or restricted materials, such as lead

and cadmium. Furthermore, we will add

more materials and substances to the list
during 2001.

e We will extend the use of life cycle assess-
ment techniques, using web-based solutions

and studying not only the environmental
performance of single products, but also
of complete systems.

e We will step up our efforts to integrate
quality management with environmental
management systems. An education and
training program will support the spread
of combined systems.

Our Business Area Sustainability Controllers
will maintain the momentum of developing
a full range of environmental product
declarations covering ABB’s core products
in all divisions, thereby helping to identify
cost benefits and environmental marketing
arguments.

Our Business Area Sustainability Controllers
will also participate in capacity building for
the emerging carbon market — quantifying
greenhouse gas emission reductions from
the use of their products over their life
cycles.

We will improve our control of key sup-
pliers’ sustainability performance. New
systems will take account not only of their
environmental performance, but also of
their social performance.

Corporate Basic
position activities
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Y v (
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We will run our common effort and com-
munication strategies which we developed
during 2000, thereby reaching out to our

stakeholders to promote our sustainability
performance.

We will further improve the quality and
scope of the sustainability section of the
ABB Group website to provide a valuable
source of information for all interested
parties.

The first winners of ABB’s new Sustain-
ability Award will be announced, with the
prize money divided among employees
who have personally helped enhance
ABB’s sustainability performance.

Specific environmental
performance

( ABB'’s environmental

h

C

C performance — measured
against the 16 principles
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an assessment by
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GUIDING PRINCIPLES OF SUSTAINABLE DEVELOPMENT
for
The Dow Chemical Company

Fundamental to our success are the values we believe in and practice. Our vision is to achieve
financial and environmental and social excellence in all parts of the world where we do business.

We will make continuous progress towards our vision by adhering to the following set of sustainable
development guiding principles:

» PRODUCT STEWARDSHIP

We will endorse, fulfill and promote the Responsible Care® Guiding Principles and Codes of Management
Practices world-wide and promote their application by sharing experiences and supporting the efforts of our
suppliers and customers to understand and continuously improve the full life-cycle impacts of our products
and services.

» STAKEHOLDER PARTNERSHIPS AND DIALOGUE

We will seek input and promote partnerships between industry, government, NGO’s, our communities and
other key stakeholders to focus on responsible solutions to common problems and concerns.

* ECO-EFFICIENCY

We will create shareholder value by designing our products and operating our facilities to reduce material
content, natural resource use, and energy requirements, while maximizing their service life through sound
reuse and recycling activities.

« ECO-SYSTEM INTEGRITY

We will understand and respect the limits to the regenerative capacity of eco-systems and protect areas of
recognized ecological and cultural significance.

« LOCAL VERSUS DOW STANDARDS

Our products and operations will meet applicable government or Dow EH&S standards, whichever is more
stringent.

* EQUITY AND QUALITY OF LIFE

We will create shareholder value through environmentally sustainable economic development, social equity
and ethical behavior.

« CONRIBUTING TO THE COMMON SUSTAINABLE DEVELOPMENT EFFORT

We will contribute to the development of public policy, and to business, governmental and non-
governmental initiatives that lead to progress in sustainable development.

We will enhance the human potential of our employees through education and training.
* TRANSPARENCY

We will implement measurement, auditing and management systems to assess and guide our progress on the
sustainable development journey, and will report our progress in an open and transparent manner.
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