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Abstract

KOCMANOVA, A., DOCEKALOVA, M.: Construction of the economic indicators of performance in relation to
environmental, social and corporate governance (ESG) factors. Acta univ. agric. et silvic. Mendel. Brun., 2012,
LX, No. 4, pp. 195-206

The article is focused on economic performance in relation to environmental, social and corporate
governance indicators. Indicators are increasingly used by investors to understand the processes in
company, focusing on the key factors. Many international institutions engaged in the development of
environmental, social and corporate governance indicators and they are in accordance with financial
institutions trying to find a common language in defining the environmental, social and corporate
governance indicators affecting their common objectives to achieve sustainable, long-term growth
and prosperity. The aim of the article is searching for the way of measuring economic performance
of the company in relation to environmental, social and corporate governance indicators. On the
basis of analysis of the environmental, social and corporate governance performance indicators of
international organizations has been carried out empirical research of economic indicators for the
companies in the manufacturing sector. The expected result of the research is the design of the
economic indicators of performance in relation to environmental, social and corporate governance
indicators. These proposed economic performance indicators should enable companies to measure
the economic performance and added value towards sustainability.

performance, key performance indicators, ESG performance, integrated reporting, empirical
research, Person Chi-Sguare, T-test, Economic scales of the performance, Economic indicators,
Economic Value Added

Introduction

For the evaluation of sustainable development at
the level of enterprises abroad there is number of
environmental, social and corporate governance
(ESG) indicators which reflect the development of
changes in the development of company within the
specified time period. In recent years investment
managers preferred the importance of ESG
indicators that show the long-term performance of
companies in which they invest financial resources.
Surveys suggest that investors are increasingly
convinced that integration of ESG into their
investment process maximizes their long-term

interest and that good corporate governance and
sustainability will contribute to the creation of long-
term value for shareholders.

Investors are usually interested in proprietary
approaches and models for evaluation of companies
but many are now trying to include in their
decision-making the ESG performance indicators
which may include key performance indicators
(KPIs) as follows: Environmental: Climate change (gas
emissions), Environmental management systems
and compliance, Efficiency (waste, water, energy),
Other environmental issues (e.g. toxics, biodiversity)
etc. Social: 'Workplaces H&S, Human capital
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management, Stakeholder management/license to
operate. Corporate Governance: Board effectiveness,
Corporate conduct (e.g. bribery and corruption).

The project applicant Faculty of Business and
Management, Brno University of Technology (FBM
BUT) and the co-applicant Faculty of Business
and Economics of Mendel University in Brno (FBE
MENDELU) deals in the framework of solution
of the project No. P403/11/2085Construction of
Methods for Complex Multifactor Assessment of Company
Performance in Selected Sectors funded by the Grant
Agency of the Czech Republic.

Creating a reliable method for measuring the
performance of ESG, where the effect from more
complex factors can be considered as a prerequisite
for success not only in decisions but also with
regard to corporate management, possibility
for comparison, competitiveness of companies,
etc. For ESG data on output it is necessary to
establish key performance indicators (KPIs). Let us
consider that KPIs are organized to the four pillars
(Environmental, Social and Corporate Governance,
Economics) and fifth pillar Sustainability of Success
(Kocmanova, Némecek, 2009), (Kocmanova et al.,
2011), (Chvatalova, Kocmanova, Do¢ekalova, 2011),
(Kocmanova et al., 2010), (Hiebicek et al, 2011,
2011a), (Bartes, 2011).

There were conducted many studies dealing with
the relationship between environmental, social
and economic performance by Horvathova (2010);
Lépez-Gamero et. al. (2009); Barnett, Salomon (2006)
and the conclusion is not unambiguous. However,

companies should focus on the management of ESG
factors of the corporate performance.

The positive effects arising from the management
of all components of corporate performance are
described for example in (Kocmanové, Do¢ekalova,
2011), (Hrebitek, Soukopovd, 2008), (Hrebitek
et al., 2009, 2011, 2011a). Theoretical approaches of
international organisations arising from the research
inrelation to the development of ESG indicators can
be summarized in the following picture Fig. 1.

2 Integration environmental, social and
corporate governance (ESG) performance

The companies should establish the key ESG
indicators and they should also select appropriate
supplementary indicators according to important
aspects. These may be based on internal and
external audits, on which basis the company shall
propose the supplementary indicators. The co-
operating workplace FBE MENDELU by Hiebitek
etal. (2011) deals with the research of environmental
indicators.

An important element of the social performance
is occupational health and safety (OHS). For
the corporate governance of each company this
indicates the need of permanent creation of such
conditions at work that guarantee a high degree of
safety for the employees of the enterprise as well as
its customers and surroundings.

The trend underscoring the social aspects of
sustainable development s the concept of Corporate

UNEP FI IFRS CSR EFFAS- SRI UN PRI OCED
DVFA
Environmental Environmental
Sustainabilty Guidence on
Reporting Corporate .
Social Guidelines 3.1 Responsibility Social
GRI ' Indicators
UNCTAD
Economic Governance
ESG _ | Environmental
Environmental %
n Social
Social Integrated
IFAC Reporting | Governance
IIRC
Governance
Economic

1: International organization dealing with the ESG-indicators
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Social Responsibility (CSR). Social performance
indicators  generally  include:  Leadership-
Accountability, Reporting, Development, Em-
ployees-Diversity, Training, Labour relations,

Customers-Product safety, Responsible marketing,

Communities-Human rights, Social investments,

Transparency.

Other key issues related to the CSR are:
Human rights, Employees‘ rights, Involvement of
municipalities and relationships with suppliers,
Information policy including issues such as
releasing information, Transparency, Educating the
consumers and anti-corruption measures.

The importance of the corporate social aspects is
mainly linked to the human resources.

Key performance indicators are focusing of social
for NACE economic activities on the following areas
from GRI’s Reporting Guidelines:

1. Labor Practices and Decent Work indicators:
Employment, Occupational Health and Safety, Training
and Education, Diversity and Equal Opportunity, Equal
Remuneration for Women and Men.

2. Human Rights indicators: Non-discrimination,

Child labour.

Society indicators: Public policy.

4. Product responsibility indicators: Products and
Services Labelling.

The importance of Corporate Governance
consists in its contributing to not only corporate
prosperity, but also to responsibility. Along with the
development of global markets investors’ activity
increases, with them demanding higher standards of
responsibility, conduct and performance. Investors
tend to seck opportunities outside their domestic
markets ever more often. The companies trying to
gain resources on the international capital markets,
however, often find that capital is only available
for those who conform to the internationally
accepted standards of Corporate Governance
and publishing of information. The defining of
Corporate Governance is not a matter of unified
terminology. In the evaluation of the corporate
governance is described with the following quotes:
a system through which companies are managed
and controlled (Kavalit, 2005).

The statutory bodies are responsible for corporate
management. The responsibility of a body covers
the setting of a company’s strategic goals, the
management keeping check on realization of
the goals, supervision of the management and
informing shareholders about the performance
of duties of a steward (Cadbury, 1992). According
to another description of Corporate Governance
it is a process through which companies respond
to the rights and requests of stakeholders (Demb,
Neubauer, 1992).

5. In the Czech Republic a Code of supervision and
management' of companies based on the OECD

w

principles was introduced as early as 2001 and
was last updated in 2004.

ESG key indicators of performance provide to
companies the ways how to measure progress
towards achievement of the strategic objectives
of the sustainability. They provide quantitative or
qualitative forms of a feedback which reflect the
results in the framework of their corporate strategy.
The approach is not differed when managing
environmental, social and governance issues.
Furthermore, the ESG indicators should help to
investors to achieve excellent financial returns
under predetermined risk. The integration of ESG
indicators into the investment strategy should
focus on the economic consequences of the long-
term risks and opportunities, in conjunction with
strategies of the companies where the investments
are being made. ESG performance indicators should
reflect the future cash flows.

3 Approaches to the determination of
economic performance

Investors want above all to achieve excellent
financial returns under the predetermined
risk. The integration of ESG indicators into
the investment strategy should focus on the
economic consequences of the long-term risks and
opportunities, in conjunction with strategies of the
companies where the investments are being made.
ESG performance indicators should reflect the
future cash flows. The aim of the paper is a proposal
of the economic indicators of performance in
relation to ESG indicators at the corporate level,
which would promote the decision-making of the
investors and were part of the currently discussed
Integrated reporting (ITRC, 2012).

Easy and quick evaluation of the economic
performance of the company is the main desire of
investors and owners of the company. From their
point of view it is important to determine whether
the company is able to increase its value and provide
them with adequate return on their investment. The
basic goal of most businesses is generally considered
maximizing and increasing in term of market value
over alonger period of time.

In the Czech Republic dominates the classical
approach to assessment of business performance,
based on monitoring of standard indicators ROE,
ROA, ROCE, ROS. However, there is gradual shift
towards the evaluation of business performance
through creation of the value. These are new value
criteria, based on the concept of value management
which emphasizes the maximization of added value
for owners. In recent years is heavily promoted by
the EVA-indicator (Economic Value Added).

Financial = reporting standards, such as
International Financial Reporting Standards (IFRS)
and US Generally Accepted Accounting Principles

1 http://www.mfcr.cz/cps/rde/xbcr/mfcr/KODEX_KCP_2004_pdf.pdf
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(US. GAAP) and ESG reporting frameworks,
principally the GRI Guidelines, will act as structural
supports for potential integrated reporting
frameworks of integrated economic performance.

Research for determination of the economic
indicators focused on the analysis of the reporting
sources the Global Reporting Initiative (G3.1, 2011)
and Sustainability Framework 2.0 (International
Federation of Accountants IFAC, 2011). Further-
more, the research dealt with economic indicators
which monitor published in the Yearbook of Czech
Statistical Office (Czech Statistical Office, 2011) and
selected economic indicators of financial statements
according to Czech accounting standards (2011) and
there was also made a comprehensive analysis of the
voluntary reporting of 10 large Czech companies in
the manufacturing sector.

1: Comparison of indicators GRI, IFAC and CSO

4 Methodology and empirical research of the
economic indicators

The integration of ESG-indicators, to be used
for the evaluation of sustainable performance
for investors, is pushing companies to issue
transparent integrated reports. The emphasis will
gradually move from the financial information
on an integrated approach, where are all the types
of relevant information for the assessment and
evaluation of the quality of corporate governance
and environmental, social and economic perfor-
mance. Integrated reporting helps to realize the
strategy of sustainability and get the ESG indicators
into the string value of the investment in the
financial markets for a wider group of stakeholders,
Fig. 2.

Integrated report, which should measure the
sustainable profit as one comprehensive triple-
bottom-line becomes the current paradigm.

Global Reporting Initiative

International Federation of
Accountants

Czech Statistical Office

Economic Performance

® EC1Direct economic value gener-
ated and distributed, including
revenues, operating costs, employee
compensation, donations and other
community investments, retained
earnings, and payments to capital
providers and governments.

e EC2Financial  implications and
other risks and opportunities for
the organization’s activities due to
climate change.

® EC3Coverage of the organization’s
defined benefit plan obligations.

@ EC4Significant financial assistance
received from government.

Market Presence

® Revenues
® Operating costs

entry level wage

locations of operation.

of spending on locally-based
suppliers at significant locations of
operation.

@ EC7Procedures for local hiring and
proportion of senior management
hired from the local community at
locations of significant operation.

Indirect Economic Impacts

® EC8Development and impact of
infrastructure  investments and
services provided primarily for
public benefit through commercial,
inkind, or pro bono engagement.

@ EC9Understanding and describing
significant indirect economic
impacts, including the extent of
impacts.

development

e Employee wages and benefits

@ Payments to providers of capital

® EC5Range of ratios of standard @ Paymentstogovernmentin taxes
compared to ® Rescarchand developmentexpenses
local minimum wage at significant @ Sustainable innovations

e Customer satisfaction

® EC6Policy, practices, and proportion g Relevant product/service ranges

@ Product safety and quality

@ Capital and exploration expenditure
e Contributions to local economic

@ Values of assets, liabilities and com-
ponents

® Acquisition of total fixed assets
@ Total revenues
® Turnover

® Turnover (revenues) from own goods
and services

® Turnover (revenues) from merchan-
dise refers to revenues from sales

@ Total expenses

@ After tax economic result

@ Production value

® Bookvalue added

® Margin

® Book valuemployee

@ Return on assets, ROA.

® Return on equity, ROE

® Return on sales, ROS

® Return on costs

® Expense-to-revenue

® Inventories turnover time

e Environmental protection invest-
ment

® Non-investment environmental ex-
penditure

e Environmental protection expendi-
ture

e Expenditure on R&D
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INTEGRATED REPORTING

The connections between ESG and financial
factors and their impact on the long term

performance of a company.

Strategy
SUSTAINABLE VALUE ECONOMIC VALUE
I Decision-making |
Support of The long-term Reporting Performance
information for | consequences for scales for short-
investors of decision- management term decision-
making making

2: Integrated reporting
Source: IIRC, 2012

4.1 Empirical research of the economic indicators

The empirical research of author team was
focused on economic performance indicators in
large companies with over 250 employees. For
research were asked in total 79 large companies in
the sector of the manufacturing industry. Criteria
for distribution of questionnaires to companies
according to their business field have been chosen
on the basis of classification of economic activities
CZ-NACE. The way of analysing was controlled
by the goal to describe and investigate examined
indicators in relation to the ESG performance of
manufacturing companies which have put in place

some of the voluntary instruments ISO 9000,
ISO 14000, EMAS, CSN OHSAS 18000, CSR,
Cleaner production, etc. The electronic form of the
questionnary is mentioned also in Hiebiéek et al
(2011).

Tn ordertoidentify the relevantindicators asample
of selected companies in the manufacturing sector
was asked the question: which economic indicators are
monitored. Respondents could express whether they
monitor the indicator in a range from Yes (4) or No (1).

The questionnaires showed that all the companies
are monitoring the profit through EBIT, EBT or
EAT 97.5% or a combination thereof. Furthermore,

Contributions to regional
economic development

EAT

Operating costs

Employee salaries and benefits

Financial implications and
risks concerning the climate
change
Covering of the commitmen

from the issued bonds

———=NQ -

=Rather no

Indicator of customer

Investment in infrastructure
. and services for public benefit
Approaches to acquiring the
personnel from the region

Politics and approaches to
suppliers from the region

Financial contribution of the
state

— =Rather yes Yes

3: The economic indikators companies in the manufacturing sector CZ-NACE
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Earnings before Taxes (EBT)
0

Market share

Earmings before Interest and
Taxes (EBIT)

Earnings after Taxes /Net
profit (EAT)

Operating Cash Flow
3%

Profit margin

No ====Ratherno

= = Rather yes e——T7Yes

4. Economic scales of the performance companies in tne manufacturing sector CZ-NACE

the vast majority of companies monitors the sale
indicator 97.5% and operating costs 97.4% (i.e.,
variables from which is calculated the profit).

The relevant indicators are the employee salaries
and benefits 75.0% and the indicator of customer
satisfaction 70.9 %. The answer about the monitoring
of expenditure on research and development
varies around 52.6%, however, most companies
argue that they monitor these expenses. On the
contrary, companies are watching less the indicators
relating to the region, i.e. the indicator Politics
and approaches to suppliers from the region,
Approaches to acquiring the personnel from the
region and Contributions to regional economic
development. Biggest fluctuation shows the answer
to the point relating to the financial implications
and risks concerning the climate change 44.4%
and covering of the commitments from the issued
bonds 66.7%, most companies don’t monitor these
indicators, Fig. 3.

Empirical research has dealt with the question
which performance indicators use the companies
of the manufacturing industry as an economic
scale. The answers of this question confirmed the
relevance of the profit indicators: profit before tax
(EBT) 82.3 %, profit after tax (EAT) 79.7% and profit
before interest and tax (EBIT) 78.5 %.

Most businesses use as the indicator for the
evaluation of the performance the size of turnover.
Used indicator is operational cash flow 82.3% and

total free cash flow 91.1 %. A surprising result is
the market share, where respondents indicated
only 519 %, from the perspective of companies
the least interested are indicators of value added
per employee 39.2% and the personal cost 43.0%,
and these indicators also show the highest rate of
fluctuation, Fig. 4.

Empirical research has also dealt with the mutual
dependency between the classic performance
scales, modern Economic Value Added (EVA) scales
and strategic instrument Balance Scorecard (BSC)
for measurement of the economic performance
according to the owner, legal form of the business
and companies in the manufacturing industry. In
the empirical research was gradually examined the
mutual dependency of the manufacturing industry,
of the owner, legal forms of business with the
classical performance indicators, modern indicator
EVA, BSC.

For the basic test of mutual dependency was
used chi-square test about the independence, null
hypothesis H;: m, = m, . For testing has been used
Pearson Chi-Square:

Testing of the ownership influence (domestic
versus foreign one) with the classic performance

II: Chi-Square test about independence variable the legal form of the enterprise and classic performance indicator

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 0.693% 3 0.875
Likelihood Ratio 0.908 3 0.824
N of Valid Cases 79

a. 6 cells (75,0%) have expected count less than 5. The minimum expected count is 0.11.
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III: Chi-Squaretest about independence variable the dependency of the processing industry and classic performance indicators

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 0.296* 5 0.998
Likelihood Ratio 0.308 5 0.997
N of Valid Cases 78

a. 6 cells (50.0%) have expected count less than 5. The minimum expected count is 0.92.

IV: T-test Economic Value Added (EVA)and economic scales of the performance, economic indicators

Economic Value Added (EVA) N Mean Std. Deviation  Std. Error Mean
B e g Yes 42 10.33 2.008 0310
the performance No 37 8.92 3.086 0.507
Economic Yes 42 8.45 2.520 0.389
indicators No 37 6.92 2.216 0.364

Independent Samples Test

Levene’s Test

for Equality of T-test for Equality of Means
Variances
Economl(cE\‘flaji;le Added 95 % Confidence
F si ; di Sig. Mean  Std.Error Interval of the
& (2-tailed) Difference Difference  Difference
Lower Upper
Economic Eq‘zls‘l’ﬁ:gces 9871 0002 2442 77 0017 1.414 0579 0261 2568
scales of the Equal vari
performance Equal variances 2379 60483  0.021 1414 0594 0226  2.603
notassumed
Equalvariances ;158 0143 2854 77 0.006 1.533 0537 0464  2.603
Economic assumed
indicators i
Equal variances 2878 77000 0005 1533 0533 0472 2.594
not assumed

V: T-test Balanced Scorecard (BSC) and economic scales of the performance, economic indicators

Balanced Scorecard N Mean Std. Deviation  Std. Error Mean
Economic scales of Yes 26 10.35 1.765 0.346
the performance No 52 9.29 2.953 0.409
Economic Yes 26 8.23 2.286 0.448
indicators No 52 7.40 2.515 0.349

Independent Samples Test

Levene’s Test

for Equality of T-test for Equality of Means
Variances
Balanced Scorecard 95% Confidence
F si t di Sig. Mean  Std.Error Interval of the
& (2-tailed) Difference Difference _ Difference
Lower Upper
Economic Eq‘;zls‘l’ﬁ:gces 7124 0009 1679 76  0.097 1.058 0630  -0197 2312
scales of the Eaual vari
performance ~qua’variances 1973 73434 0.052 1.058 0536  -0.011 2.126
not assumed
_ Equalvariances 505 547 1410 76 0.163 0.827 0.586  -0341 1.995
Economic assumed
indicators ;
Equal variances 1456 54.612  0.151 0.827 0568  -0311 1.965

not assumed
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VI: KPIs of economic performance

Indicator KPI Measurement
EBIT Earnings before Interest and Taxes
. EBITDA Earnings before Interest, Taxes, Depreciation and Amortization.
-Pro
EAT Earnings after Taxes /Net profit
EPS Earnings Per Share, P/E = Price Earnings Ratio.
EBIT - Taxes + Amortization - expenditure on the acquisition of
Free Cash Flow : . : ! .
fixed assets + /-increases in working capital.
EC2-Cash Flow All the cash flows arising from the main activity of the company,
Operating Cash Flow which is the subject of its business (the movement of stocks,
receivables, obligations).
Revenues from own goods and services + Revenues from sale
EC3-Revenues Total revenues of merchandise (goods for resale) + Revenues of fixed assets

EC4-Turnover size

EC5-Profit margin

EC6-Indicators
of economic

Turnover size

Profit margin

Return on Equity

Return on Investment

Return on Assets

+ Revenues from sale of materials + Revenues of securities.

Revenues from own goods and services + Revenues from sale of
merchandise (goods for resale) + Revenues of securities

The difference between turnover (revenues) from sales of goods
and expenses on merchandise sold (i.e. on goods sold in the same
condition as received).

ROE = EAT/ Equity
ROI = EBIT/Total capital

ROA = EBIT/Assets

performance Return on Sales ROS =EAT/ Revenues
Return On Capital Employed ROCE = EBIT/ Equity + Long-term liabilities
EC7-EVA Economic Value Added EVA = (ROE - r ) * Equity
Additional indicators
EC8-Valueadded  Value Added The dlﬁer(?nce between production value and production
consumption.
The sum of turnover (revenues) from sales of own goods, services,
. . merchandise, changes in the stock of finished products and work
EC9-Production Production . AT . ;
in progress, and capitalization minus expenses on merchandise
sold.
Acquisition of total fixed assets is a sum of gross acquisition of
EC10-Investment  Total Investment tangible and intangible fixed assets.

Environmental protection
investment

Net Present Value (NPV), Discounted Cash Flow (DCF).

Environmental protection expenditures include expenditures on
the acquisition of fixed assets for environmental protection and
environmental protection non-investment expenditures, which
arise as a result of operating activities of the enterprise, include
wage costs, payments for rent, energy and other materials and
supplies.

EC11-Market share Market share Turnover of industry / company specific turnover.
Total expenditure consists of all R&D current and capital
EC12-Other Expenditure on R&D expenditure made within the statistical unit or economic sector
irrespective of the source of funds.
indicators, EVA and BSC, didn't bring any measures (EVA), apply a broader range of economic

statistically significant results, in fact there is no
real relationship between these factors. Positive
results have been achieved only in the dependency
between the legal form of the enterprise and classic
performance indicators, where according to Pearson
Chi-Square Value 0.693 < Asymp.Sig 0.875, sce
Tab. II, and dependency of the processing industry
and classic performance indicators, Value 0.296
< Asymp.Sig 0.998, see Tab. I1I.

The empirical research has further shown
that companies applying modern performance

standards of performance scales and economic
indicators than undertaking, ignoring the modern
scales of performance, see Tab. IV.

Different situation, however, is connected with
the BSC, which does not have influence on the
undertaking in monitoring of the items in the
questionnaire relating to the economic scales of
performance and economic indicators.

On the basis of empirical research of the economic
indicators in companies of the processing industry
according to CZ-NACE can be derived key economic
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indicators, from which you can determine the
Economic Value in relation to the ESG indicators.

5 RESULTS AND DISCUSSION

For the measurement of economic performance
in relation to the ESG indicators are proposed the
Key Performance Indicators (KPIs). The economic
performance indicators provide quantitative
forms of a feedback which reflect the results in the
framework of their corporate strategy. The approach
isnotdiffered when managing environmental, social
and governance issues. The non-financial KPIs that
a business develops, manages against and ultimately
reports — whether internally or externally — will
depend on its strategic corporate priorities, and will
reflect the unique nature of the organization. The
most important is to recognize what is measured,
what is controlled, and it is important that the
measures create value for the company and its
stakeholders.

KPIs can help companies plan and manage their
environmental, social and governance priorities —
particularly when KPIs are linked to core business
strategies through action plans that include
performance targets. KPIs can help companies
to plan and manage their economic priorities, in
particular, when the indicators are focused on the
core business strategy, by means of operational
plans, which include performance targets.
Moreover, the actual process of defining, selecting
and measuring non-financial KPIs adds value by
providing a more informed view of the company’s
economic performance.

The proposed KPIs for measurement of the
performance in relation to the ESG indicators were
established on the basis of the results of empirical
research by the workplace FBM BUT, see Tab. V1.

The KPIs should choose the company itself
on the basis of their relevance and in terms of its
strategy, these performance indicators should
help companies demonstrate progress towards the
objectives of sustainability and ensure that they
cover their environmental, social and economic
impacts. Use of KPIs in a particular organisational
context can be challenging. Before a company
decides to establish scales of the key performance
indicators, it is necessary to understand how they
can best be used and integrated into internal
management and how they can help and support
Sustainable reporting.

Managers must consider how to present the
KPIs in their internal and external reporting.
Identification and selection of key performance
indicators depends on the context within the
company and industry.

6 CONCLUSIONS

The primary and crucial basis of the conception
is the reporting of real-life conditions, their good
knowledge, gathering of empirical data, when mainly
the values of the mentioned ESG factors come to
the fore, for the individual phases of the economic,
environmental, social and corporate governance
performances, while not only their values, but also
their roles and priorities, content and functions and
mutual interaction will be monitored, and proposals
and methodical procedures will be formulated
based on them as benefits to help boost company
performance. It is important to create measurable
and relevant objectives for sustainability and
appropriate metrics.

Empirical research deals with the selection of
economic performance indicators for the CZ-NACE
sector — manufacturing industry. Based on analysis
of available documents of national and international
organizations dealing with the determination of
ESG indicators a questionnaire was formed. The
rescarch has examined 22 economic indicators that
were based on sources of GRI, IFAC, CZO and Czech
accounting standards. This set of 22 indicators
has presented a multidimensional view and could
be considered as a large one and this might lead
to reduction of their clarity and meaningfulness.
Based on these facts a modifications were made
in the selection of economic indicators. These
modifications preceded the univariate analysis of all
variables, two-dimensional analysis and the level of
dependence for the two nominal variables and chi-
quadrate test of independence were further tested.
For the economic indicators mean and median
were calculated. Based on the statistical findings
economic performance indicators in relation to ESG
performance indicators were proposed.

ESG indicators in an integrated reporting can
provide relevant information, and even over time.
Integrated reporting integrates environmental,
social, corporate governance and economic
performance indicators, which should include
Sustainable Value and Economic Value.

SUMMARY

The article is focused on economic performance in relation to environmental, social and corporate
governance (ESG) indicators. In recent years investment managers preferred the importance of
ESG indicators that show the long-term performance of companies in which they invest financial
resources. This trend is very universal and there is no doubt that the ESG relations will influence the
companies and that the objective of investors is to achieve sustainable growth and prosperity in the
future. The aim of the article is searching for the way of measuring economic performance of the
company in relation to environmental, social and corporate governance (ESG) indicators. The project
holder Faculty of Business and Management, Brno University of Technology and in the construction
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sector co-holder Faculty of Business and Economics of Mendel University in Brno deals in the
framework of solution of the project No. P403/11/2085Counstruction of Methods for Complex Multifactor
Assessment of Company Performance in Selected Sectors funded by the Grant Agency of the Czech Republic
with the ESG-indicators in the manufacturing sector in the Czech Republic for companiens with
over 250 employees. On the basis of analysis of the environmental, social and corporate governance
(ESG) indicators of international organizations has been carried out empirical research of economic
indicators for the companies in the manufacturing sector.

Empirical research deals with the selection of economic performance indicators for the CZ-NACE
sector-manufacturing industry. Based on analysis of available documents of national and international
organizations dealing with the determination of ESG indicators a questionnaire was formed. The
research has examined 22 economic indicators that were based on sources of GRI, IFAC, CZO and
Czech accounting standards. This set of 22 indicators has presented a multidimensional view and
could be considered as alarge one and this mightlead to reduction of their clarity and meaningfulness.
Based on these facts a modifications were made in the selection of economic indicators. These
modifications preceded the univariate analysis of all variables, two-dimensional analysis and the
level of dependence for the two nominal variables and chi-quadrate test of independence were
further tested. ESG indicators in an integrated reporting can provide relevant information, and even
over time. Integrated reporting integrates environmental, social, corporate governance and economic
performance indicators, which should include Sustainable Value and Economic Value.
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