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COMPANY PERFORMANCE EVALUATION WITHIN
ENVIRONMENTALLY FRIENDLY APPROACH

Abstract. The presented article deals with the important role that the voluntary activities of companies play
in a responsible approach to the environment, and also with the growing importance of environmental pro-
tection. The research is oriented towards the companies which operate in the Czech Republic. The poten-
tial benefits of this approach for companies are discussed. Attention is especially focused on eco-labelling as one of these
voluntary instruments. The author examines whether holders of the certification «environmentally friendly product» achieve high-
er performance in comparison with the industry average. Return on assets is chosen for the evaluation of performance. Further,
the growing trend of expenditures on environmental protection is presented in the article through selected statistical data.
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OLEEHKA NPOU3BOAUTEJNIbHOCTU KOMMNAHUU B KOHTEKCTE 3ALLNTbI OKPY>XAIOWEW CPEQbI

AHHoTauwmA. MpeacTaBreHHanA cTaTbA NOCBALLEHA BaXHOW POJIM, KOTOPYIO UrpaeT Ao6poBoibHaA AEATENbHOCTb KOMMNaHWM
no 3aboTe 06 OKpy>KatoLLen cpefe, a Takxke pacTyLlein Heo6X0AUMOCTU ee OXpaHbl. ABTOPOM OnpeaeneHbl NoTeHUMasbHble
npevMyLLecTBa Takoro OTBETCTBEHHOrO NoAxoAa AnA YeLCKUx komnaHuin. Ocoboe BHUMaHNE yaeneHo pacCMOTPEHMIO 9KO-
MapKUPOBKU Kak OAHOMY M3 AOOPOBOSbHLIX MHCTPYMEHTOB 3alUmThl 3Kocpeabl. B cTaTbe nokasaHo, Hackosibko obnagarte-
N cepTudmKaTa «3KOOrMYECKU APY>XECTBEHHbIA NPOAYKT» JOCTUraioT 6onee BbICOKUX NokasaTenen passuTuA no cpa.-
HEHWIO CO CpeaHVMMM nokasaTenaMu B oTpacnv. [OnA oueHKM NPOU3BOAUTENBHOCTW NPeanpuATUA UCMONb3yeTcsA
peHTabenbHOCTb akTUBOB. Ha 0cHOBE BbIGOPOYHbIX CTATUCTUHECKMX AaHHbIX aBTOPOM BblABIEHA TEHAEHUMA YBENUYEeHUA
CPeLCTB, BblAeNAEeMbIX KOMMaHUAMU Ha 3aLlUMTy OKpy>KatoLen cpenbl.

KnioueBble cnoBa: 61M3Hec-CTpaTerus; 3awumra oKpy>XaroLen cpeibl; 9KONormieckan MapkupoBKa; «3KOSIOTMYECKU Apy>Ke-
CTBEHHbIA NPOAYKT»; YCTONYNBOCTb.
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OUIHKA NPOOYKTUBHOCTI KOMMAHIi B KOHTEKCTI 3AXUCTY HABKOJIULWIHLOIO CEPEAIOBULLA

AHoTauiA. lNpeacraBneHa cTaTTa NpucBAYEHa BaXXNMBIN poni, AKY Bigirpae 406pOBinbHa AiANbHICTb KOMMAHIN, WO OniKyTb-
CA HaBKOMWLLHIM CepeaoBuLLEM, a TaKOoX HeobXiAHOCTi MOro OXOpOoHW. ABTOPOM BM3HAYEHO MOTEHUiMHI NepeBaryn Takoro
Bif4NoBiganbLHOro nigxody AnA Yecbknx Komnaxin. Ocobnuey yBary NpuAinNeHo po3rnagy eKOMapKMpoBKU AK OOHOMY i3 406-
POBINbHMX IHCTPYMEHTIB 3axMCTy ekocepenoBuwa. Y cTaTTi NMokasaHO, HACKiNlbKM BNACHWKK cepTudpikata «eKomnoriyHo
APY>KHi NPOAYyKT» [OCAraloTb BULLMX NOKA3HMKIB PO3BUTKY MOPIBHAHO i3 CepeaHiMy NoKasHukamm B ranysi. [nA ouiHku npo-
OYKTUBHOCTI MiANPUEMCTB BUKOPUCTOBYETBLCA PEHTAbENbHICTh aKTUBIB. Ha OCHOBI BUGIPKOBUX CTATUCTUYHMX AAHWUX aBTOPOM
BUABMEHO TEHAEHL0 30inblUeHHA KOLUTIB, WO BUAINATLECA KOMMAHIAMN Ha 3aXUCT AOBKINMA.

KniouoBi cnoBa: 3axuCT HaBKOMMWLIHBLOrO CEpPeAoBULLA; EKOSIOriYHe MapKyBaHHA; «EKOMOriYHO APY>KHIN NpoayKT»;

CTINKICTb.

Introduction. In recent years, the steadily increasing impor-
tance of environmental protection can be observed. Global cli-
mate change, natural disasters and various other areas related
to the environment are being discussed. Companies must
observe these trends, because environmental protection is
included in the legislation of each country. They can also devel-
op activities beyond legal obligations.

One aim of the presented paper is to highlight the growing
expenditures on environmental protection and how they benefit
the economy of a country. Another aim of the article is to use
examples of voluntary measures taken by companies to care for
the environment (particularly the environmentally friendly prod-
uct certification), in order to assess the impact of the generally
recognized benefits of these tools on the economic perfor-
mance of companies.

Methodology. For evaluation of the expenditures on enviro-
nmental protection development, data from statistical environ-
mental yearbooks are used. It is processed in the Czech Repu-
blic, especially at the Czech Environmental Information Agency.

The next aim of the study is to verify whether product certi-
fication brings producers the benefits formulated in the intro-
ductory section, and whether it enables them to achieve better
values of the selected indicators. Another aim of the presented
paper is to find the relationship between consumers and the
certification of an environmentally friendly product. In order to
meet this objective, a list of products which are certified as
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«environmentally friendly products» or which possess the EU
«Flower» Ecolabel certification was compiled. The selected
data were obtained from the financial statements of these com-
panies, and the selected indicator of financial performance,
which will be described further, was calculated. In order to
obtain financial statements, the database Albertina was used
together with information from the Commercial Register, where
companies in the Czech Republic are obliged to publish their
financial statements. The obtained data has been cleared of
extreme deviations and is further used for statistical testing.

Simultaneously, the benchmarking model INFA of the Minis-
try of Industry and Trade of the Czech Republic was also used.
Thanks to this model, it is possible to acquire information for var-
ious categories of the «NACE» classification, and thereby gain
data for comparison with the selected group of companies.

The following hypothesis will be tested:

Certified companies have a higher return on assets than
companies without this certification. For the purposes of this
testing, a one-tailed t-test is used. A standard significance level
of a= 5 is required. A variety of indicators can be used in order
to evaluate the financial performance of a company [1].

For evaluation of the impact of eco-labelling, the return on
assets ratio was used.

Return on assets is calculated as:

Return on Assets (ROA) = Earnings before Interest Rates / Assels
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This ratio is useful for evaluating the production perfor-
mance of a company because it does not reflect the capital
structure and cost of capital. This ratio is used not only by indus-
trial companies, but also for evaluating the performance of com-
panies in other fields [2].

Brief Literature Review. Environmental factors are among
the factors that are relevant to business strategy. The evaluation
of these environmental factors is an important element in the
strategic analysis which underlies the formulation of strategy [3].

The analysis of environmental factors is mainly focused on
factors such as waste management, use of recycled materials,
environmental protection, occupational safety, etc. This ecologi-
cal analysis also involves other factors that are important for
business strategy (political, technological, macroeconomic, etc.)
[4]. Environmental factors are also an important part of strategic
corporate social responsibility [5].

The importance of environmental factors gradually increa-
sed during the second half of the last century. Some authors
state that during the 70s and 80s of the last century there was
a «legitimate birth of corporate environmental strategy» [6].

The element of environmental friendliness may be respec-
ted due to the legislation of a particular country or region, or
through the voluntary behaviour of companies beyond the obli-
gations imposed by legislation.

If a company decides to incorporate a friendly approach to
the environment in its strategy, that fact could have a positive
impact on its productivity. These effects can be divided into
process and product. The procedural effects include: savings in
materials costs, increased operating income, reduced down-
time through more careful maintenance, better use of by-pro-
ducts, value-added utilization of waste, less energy consump-
tion during production, savings resulting from safer working
conditions, and reduced costs arising from waste management.
The product effects include higher product quality, lower pro-
duction costs, lower packaging costs, secure products, etc. [7].

Firms apply a friendly approach

products must be independently verified. Self-declared environ-
mental claims (type Il) point out the environmental aspects of a
product or packaging. Examples of a company’s own environ-
mental assertions include «biodegradable» and «recycled».
These statements must be verifiable. An environmental product
declaration (type Ill) shows the impact of the product on the
environment. Information must be verifiable on the basis of
information provided by the promoter. An environmental product
declaration (type Ill) gives information about the impact of the
product on the environment. The method of evaluating the prod-
uct lifecycle (LCA) is the basis for this statement.
Results

Expenditures on environmental protection, and the
benefits of these expenditures

Public administration authorities can affect environmental
protection in various ways. In the Czech Republic, some of the
important methods of environmental protection include expendi-
tures on environmental protection and the motivation of compa-
nies by preferring certain selected products or services.

Table 1 lists public expenditures on environmental protection
according to the sources of funding.

The figures clearly show that there is a growing trend of pub-
lic expenditures on environmental protection. In the Czech Re-
public, public expenditures in this area come from the govern-
ment budget, state funds, the Ministry of Finance (formerly the
National Property Fund) and local budgets. The largest share of
expenditures on environmental protection is financed by local
budgets. In 2012, one can notice a stagnation or even slight
decrease in expenditures from all sources except state funds.

Table 2 shows the economic benefits arising from activities
in the area of environmental protection.

The data suggest that environmental protection activities
represent a significant revenue potential for companies. Table 3
presents the development of environmental protection expendi-
tures by the public sector in selected countries of EU.

to the environment not only in pro-
duction, but throughout the entire Tab. 1: Expenditures on Environmental Protection in the Czech Republic
production and distribution process.
It has been discussed, for example ;
> ’ ! National Property

that a competitive advantage can be G:I‘j’:;:;‘;‘:;'t eit;‘::;i‘::‘r’:s Fund / Ministry of ';‘)’;a;n'ﬁ‘i;’fre::
obtained «thrOUQh the supply chain Year expenditures (in billions of 5 F:;:Iri‘::res (in billions of fotal
network» [8]. (in billions of CZK) CZK) (in bi'l’nons of CZK) CZK)

Another benefit for businesses
which achieve an «eco-advantage» 2002 4.95 4.13 3.23 17.33 29.64
is the ability to increase their income 2003 5.99 4.72 2.59 22.35 35.65
by selling products that will meet the 2004 6.61 4.2 3.56 23.21 37.58
needs of their cu_stomers i!’\ saving 2005 7.55 3.45 6.02 24.94 41.96
energy and reducing pollution. Ano- 2006 16.25 2.41 4.61 27.45 50.72
ther possible advantage is reaching 567 SBe 17 471 5558 .8
customers on an emotional level, - : : - :
reaching the best employees, etc. 2008 L1476 el EiEH) 26.98 wa il
[9]. 2009 16.48 2.07 5.39 31.68 55.62

Voluntary instruments. As 2010 18.47 4.44 3.57 35.7 62.18
mentioned above, companies can 2011 19.98 10.9 3.39 37.01 71.28
develop a variety of voluntary acti- 2012 19.86 11.27 3.39 32.94 67.46
vities that are environmentally Source: [14]

friendly. Voluntary environmental
protection measures include envi-

ronmental management systems, environmental
labelling, lifecycle assessment methods, eco-de-
sign, cleaner production [10; 11] and environmen-
tal management accounting [12].

Eco-labelling. There are 3 ways to standar-
dize environmental labelling [13]: eco-labelling

Tab. 2: The Economic Benefits Arising from Activities in the Area
of Environmental Protection in the Czech Republic

(in billions of CZK)

(type 1), self-declared environmental claims (type
Il) and environmental product declarations (type
Il). Eco-labelling (type I) denotes products and

services. These products and services have fewer
negative impacts on the environment compared
with other similar products. These products are

interchangeable with regard to consumption and
use. The products must meet environmental crite-

Year

Indicator 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Revenues from the 22.055|23.358|32.384|33.64 | 35.36 (39.99 | 43.56 | 41.721
sale of environmental
protection services
Revenues from the 8.043| 6.308| 7.309(10.63 6.7/10.62(14.97 | 12.678
sale of by-products,
total
Savings from the 1.284| 1.217| 1.439| 2.84 1.2 0.98| 1.15| 1.148
re-use of by-products

ria in each product category. Furthermore, these

EKOHOMIYHUA YACOMUC-XXI

66

Source: [15]

9-10(1)’2014



ECONOMICS AND MANAGEMENT OF ENTERPRISES

sector in selected EU countries (% of GDP)

Tab. 3: Environmental protection expenditures by the public

can rise thanks to the greater attractiveness of these
products for customers.

Table 5 shows the number of granted licenses,
divided according to product family.

Country s Currently, there are 19 certified product families in
2006 2007 2008 2009 2010 2011 the Czech Republic. According to the number of gran-

Eu-27 064| 062 065/ 074 07) 966]  ted licenses, the most important product families are
Bulgaria 0.39 0.52 0.59 0.64 0.51 0.6 furniture (31), water-soluble coatings (24), polyolefin
Czech Republic 0.51 0.36 0.35 0.43 0.52 0.51 pipes (10) and accommodation services for tourists
France 0.57 0.58 0.66 0.7 0.71]: (9). In other categories, there are 5 or fewer licenses.
Ttaly 0.8 0.8 0.84 0.89 0.88 0.88 Approximately 70 companies hold licenses for
Luxembourg 0.8 0.67 0.67 0.85 071 0.79 enwron_mentally friendly proc_iucts in the C_zec_h
ERTETES oA o5 T e OR T Republic. The Dstructure, acqordlng to company size, is
ot avalabi as follows: 51% of companies belong to the category

Source: Eurostat [16]

The share of public expenditures in the gross domestic pro-
duct does not exceed 1 percent. In average, it is about 0.65%
in the countries of the European Union. In the Czech Republic,
the share is around 0.5%, which is slightly lower.

Table 4 shows the development of environmental protection
expenditures by industry.

of small companies with up to 50 employees; 37% of

companies belong to the category of medium-sized
companies with 51 to 250 employees; 13% of companies
belong to the category of large companies, which employ over
250 workers.

Table 6 shows the average values of return on assets from
2007 to 2011. Next, it also lists the minimum and maximum val-
ues of this ratio and the average values for the manufacturing

industry. The last row shows the minimum significance

level for confirmation of the hypothesis formulated in

Tab. 4: EnV|r.onmentaI protectlo.n expenditures by md.ustrlal the previous section.

companies/manufacturers in selected EU countries In the selected years, the average values of the
(% of GDP) returns on assets of companies that have certified
Year products were lower than the average values in the
Country 2006 | 2007 | 2008 | 2009 | 2010 | 2011 manufacturing industry. Thus the tested hypothesis
EU-27 0.42 0.43 0.43 0.42 0.42 0.41 cannot be confirmed for any of the chosen periods.
Bulgaria 131 102 T 077 08 0.69 This corresponds_ to Fhe required minimum signifi-
e e E 05 58 575 5 S cance levels specified in Table 6. The descriptive cha-
ceCiRepLblc : : : : : : racteristics listed in the table also show that the
LS : 0.14: : 0.24 ¢ achieved ROA values were substantially variable in

Italy 0.85 0.82 0.71 0.71 0.73 0.76 the analyzed companies.
Luxembourg E Conclusion. Statistical data show that expendi-
Romania 0.67 0.62 0.78 0.69 0.82 0.76 tures on environmental protection increased in recent
- - ot available years in the Czech Republic (considered in absolute
Source: [17] sums). Their share of the gross domestic products of

On average, the share of expenditures for industrial com-
panies is about 0.4 percent in the countries of the European
Union. This value is about 0.2 percentage points lower than the
share of public expenditures.

The data show that public authorities play an important role
in environmental protection. The share of public administration
expenditures on environmental protection in the selected Euro-
pean Union countries was larger than the expenditures of indus-
trial companies.

Green Public Procurement represents another way to take
an environmentally friendly approach, namely support for eco-
labelled products. In the Czech Republic, products with this
label are favoured when public contracts are awarded. This pro-
cedure is governed by the Resolution of the Government of the
Czech Republic No. 465. Recently, specific method-
ologies for ICT and furniture purchases have been
developed which reflect the efforts to favour environ-
mentally friendly products in public administration.

120

Evaluation of the impact of a chosen certifica- 100
tion on company performance
Figure shows the number of Ecolabel holders in 80

the Czech Republic from 2006 to 2012.
The number of Ecolabel holders grew in the pe-

riod from 2006 to 2012. The highest number of Eco- 60
label holders was in 2010, with 102 certified holders.
However, the number of certified holders dropped to 40

90 the following year, and the number of certified hol-
ders was only 78 in 2012.

The above-mentioned bibliographical research
shows that a company which produces environmen-
tally friendly products can achieve lower costs as a 9
result of more efficient technology, less waste, lower
fees for the emission of substances into the environ-
ment, etc. At the same time, the company’s profits

pi

(=]
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the Czech Republic and most countries of the
European Union has been moving at approximately the same
level in recent years. Activities in the field of environmental pro-
tection have an impact on a company. Benefits, in the form of
revenues from the provision of environmental services and
other products, are in the billions of Czech crowns.

The executed research did not confirm that certification as
an «environmentally friendly product/service» has a positive
impact on the performance of companies. Further research
should explore the reasons why the expected benefits from this
approach are not achieved.
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Figure : Number of Ecolabel Holders in the Czech Republic from 2006 to 2012

Source: [18]
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. . . sources. Upper Saddle River: Prentice-Hall.
Tab. 5: Numbfar of «Enwronme_ntally Friendly 5. Chandler, D., & Werther, W. B. (2014). Strategic corporate social
Product» Licenses Granted in the Czech responsibility: stakeholders, globalization, and sustainable value
Republic in 2013 creation. Los Angeles: Sage.
Number of licenses according to product family 6. Piasecki, B., Fletcher, K. A., & Mendelson, F. (1999). Environ-
Metal furniture 1 mental management and business strategy: leadership skills for
Paper bags and shopping bags 1 the 21st century. New York:_John Wiley & Sons. N
Spreading materials used for winter maintenance service 1 7. Porter, M. '_E" & Van der Lmd?’ C (2008). On competition. Boston:
Wood furnaces 1 Harvard Business Schoc_>| PL_thshmg._ - _
8. Ravet, D. (2013). Delivering sustainability through supply chain
Mulching materials from waste paper - distribution network redesign. The Central European Business
Adsorbents 1 Review, 2(3). Retrieved from http://cebr.vse.cz/cebr/
Printed paper 2 9. Esty, D. C,, & Simmons, P. J. (2011). The green to gold business
Water-soluble glues and sealants 2 playbook: how to implement sustainability practices for bottom-line
Thermal insulation made from waste paper 2 results in every business function. Hoboken: John Wiley & Sons.
Molded pulp products > 10. Hadrabova, A (2910). Environmental aspects of enterprise.
. — - - Prague: Oeconomica (in Czech).
Office and administrative services 2 . . ,
. 11. Remtova, K. (2006). Company strategy in caring for the envi-
Cleaning products and detergents 4 ronment: voluntary instruments. Prague: Oeconomica (in Czech).
Paperboard, cardboard and products made from them 5 12. Hyrslova, J., & Hajek, M. (2006). Environmental management
Laundry detergents 5 accounting in Czech companies that have implemented environ-
Textile products 5 mental management systems. In S. Schaltegger, M. Bennett,
Accommodation services for tourists 9 R. Burritt (EdS) EMAN Conference on Sustainabi/ity Accounting
Polyolefin pipes 10 and Reporting (pp. 433-456). Netherlands: Springer.
Water-soluble coatings 24 13. Mlnls‘try of th_e Environment of the Czech Reput_)hc (2014).
- Ecolabelling. Retrieved from http://www.mzp.cz/cz/environmental-
Furniture 31 ni znaceni
Source: [19] 14. Cenia (2013a). Key environmental
indicators of the Czech Republic. Ret-
Tab. 6: Returns on Assets of companies rieved fror_n http://issar. cenia.cz/issar/
having certification environmentally friendly product page.php?id=1548
15. Cenia (2013b). Total expenditures on
Year environmental protection — evaluation of
Item 2007 2008 2009 2010 2011 the indicator. Retrieved from HTTP:/
Average ROA ratio of label 7.38 7.54 5.09 5.27 3.79| ISSAR.CENIA.CZ/ISSAR/PAGE.
holders (in %) PHP?ID=1543
Minimum ROA (in %) =19.00 513.96 -8.13 =12.96 »12.52 16. Eurostat (2014a). Environmental pro-
Maximum ROA (in %) 26.15 33.42 19.58 26.68 13.66 tection expenditures by the public sector
Average for the manufacturing 11.58 8.81 5.77 7.30 7.20 (% of GDP). Retrieved from hitp://epp.
industry (in %) eurostat.ec.europa.eu/tgm/ table.do?
Significance level 1.00 0.83 0.78 0.96 1.00 tab=table&init=1&plugin=0&language=

Source: Calculations by the author based on the financial statements of the individual companies
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