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“2007 MAALA Index” Criteria  

Summary

Introduction

The criteria detailed below are the basis for ranking companies in the 2007 MAALA Index for Social Responsibility.  The updated Index will be announced on June 11th, 2007.

The Index, first introduced in 2003, was launched on the Tel Aviv Stock Exchange in 2005.  It rates the largest public and private companies in Israel, and includes companies in the Tel Aviv 100 Index or those with an annual profit greater than $100 million.  Companies in the Index represent a wide range of sectors, including services and trade, industry, construction, and infrastructure.

The 2007 Index will be based on expanded criteria in four main topics of corporate social responsibility: Business Ethics, Workplace and Human Rights, Community Investment, and Environment.

The updated criteria have been jointly prepared by the MAALA public committee of experts, together with McKinsey & Co.  The ranking process will be conducted by the Maalot rating company (a Standard and Poor’s affiliate) and audited by Ernst & Young.  Data for the Index will be collected through corporate questionnaires, financial statements, and information reviewed by an environmental analyst.
The updated criteria have been developed to take into account the high level of international standards related to corporate responsibility, as well as the local business market in Israel.  
Scoring System
Companies are scored according to performance in four main categories.  In certain instances, scores are weighed according to company size, sector, profit earnings, or relative performance.  Total score available is 100 points.  Categories include:

· Business Ethics 





 25 points



Code of Ethics 




(11 points)



Internal system for implementing Code of Ethics 
(14 points)

· Workplace and Human Rights

 

 25 points

Human Rights 




(10 points)

Workplace





(15 points)

· Community Investment 




 25 points

Philanthropy 





(15 points)

Investment Policy 




(5 points)

Employee Volunteering 



(5 points)

· Environment 






 25 points

Policies



 

(2.5 points)

Management and Implementation 


(7.5 points)

Environmental Performance 



(10 points)

Reporting 





(5 points)

Criteria

A.  BUSINESS ETHICS (25 pts.)

Business ethics incorporates all company activities.  It ensures that management runs a company in an honest, fair, and ethical manner; without fraud, misinformation, exploitation, or breach of law.  Though a company may abide by minimum legal standards, an advanced and progressive stance towards business ethics can have far-reaching and positive implications throughout the business.  Criteria are comprised of two main components – the existence of a code of ethics and the application of that code. 

1. Code of Ethics (11 pts.) 

Defined as a document that systematically outlines the values, standards, and ethics of a company, based upon its founding character, as well as democratic principals.

a. Written Code of Ethics 

b. Content of Code of Ethics 

· Responsibility, trust, honesty, respect for human rights

· Responsibility towards employees, customers, creditors, suppliers

· Transparency and ethical advertising

2. Internal System for Implementing a Code of Ethics (14 pts.) 

Defined as implementing a Code of Ethics through a system that is designed, put into practice, and updated in a reasonable manner - appropriate for a company’s type, size, and sector.  Criteria include:

a. A senior officer of the company who is responsible for the Code of Ethics 

b. A written procedure that demands a high level of ethical employee behavior 

c. A plan for employee training to promote the integration and implementation of the Code of Ethics 

d. Implementation of employee training 

e. Guarantee of confidentiality for employees who report unethical behavior 

f. A system for dealing with breaches of the Code of Ethics and illegal behavior 

g. An internal review of the effectiveness of the Code of Ethics, and potential violation risks

B. WORKPLACE AND HUMAN RIGHTS (25 pts.)
The field of human rights is still developing in Israel, therefore the criteria are designed to guide companies to incorporate and manage human rights issues as part of their general management strategies.  Workplace rights is a generally advanced field in Israel, partly due to a highly developed legal labor system.  However, there is still room for improvement, particularly regarding issues related to subcontractors and foreign workers.

.

3. Human Rights (10 pts.)

Human rights is not limited to company employees, but also encompasses the rights of customers, suppliers, and members of the broader community.  Criteria are based upon the MALAA Code for Social Management in Business, as well as established Israeli labor law, and have been developed to encourage companies to consider human rights as an essential issue of corporate management.  Criteria include:

a. Ratification of Chapter 7: Human Rights, of the MALAA Code for Social Management in Business

b. Statement of adherence to the principle of human rights, as stated in the Israeli Declaration of Independence 

c. Statement of adherence to Israeli laws of human respect and freedom 

d. Statement of adherence to Israeli laws related to occupational freedom 

e. Existence (or plans for) a means of ensuring adherence to principals stated above 

Workplace (15 pts.)

Employees – human capital – are one of the most important resources for a company.  Providing a fair workplace environment promotes an advanced level of work, as well as loyalty and dedication of employees. Criteria are divided into two sections: fair workplace and advanced workplace.

4. Fair Workplace (9 pts.)

a. All employees receive a written contract regarding terms of employment 

b. A designated company officer who is responsible for workplace safety 

c. Existence, or declaration of facilitation, of an employee’s organization 

d. Statement of adherence to the relevant section in the MALAA Code for Social Management in Business dealing with child labor 

e. Adherence to national laws regarding sexual harassment 

f. Percentage of new employees whose contracts are for less than one year 

g. Adherence to national law regarding annual vacations 

h. All employees receive at least the minimum wage 

i. No lawsuits related to labor issues brought against the company in the past year 

5. Advanced Workplace (6 pts.)

a. Ratification of chapter 3 of  the MALAA Management Code 

b. Percentage of female employees with salaries in the top 10% range up to 1 pt.)

c. Percentage of minority employees 

d. Percentage of employees with disabilities 

e. Percentage of employees enrolled in a pension fund plan 

f. An employee satisfaction survey that was conducted in the past year 

C. COMMUNITY INVESTMENT (25 pts.)

Corporate responsibility towards the community is a wide arena that includes more than just philanthropy and basic community involvement. A company can harness its resources – financial and human – to improve the community in which it operates, and maximize the impact of its donations.  As with other management issues, a company can formulate a system of community investment through clear policies, plans, goals, and timetables. A social investment policy helps focus a company’s community work, ensures broad implementation, promotes employee awareness, and develops a measure for success.  

Scores are weighed according to the relative financial situation of a company.  The amount of points available in each criteria is determined by whether a company is categorized as profitable in the past year. 

6. Donations (7.5 - 15 pts.)

Financial contributions are graded according to amount, and weighed according to relative corporate profits.  

Financial contributions are also measured against the average amount donated by the top 3 companies. 

7. Written Policies for Community Investment (5 - 8.75 pts.)

a. Policies for community investment, integrated into the overall business plan

b. Mechanisms for implementing policies and evaluating goals and performances

c. Public statement of policies, through official corporate reports or websites 

8. Employee Volunteering (5 - 8. 75 pts.)

a. Number of employee volunteers (weighed according to company size)

b. Average hours of employee volunteering (weighed according to activity type)

D. ENVIRONMENT (25 points)

Environmental awareness has developed into a critical corporate value.  Increasingly, companies are coming to understand that environmental impacts exist for all of their activities, whether daily consumption of electricity and water, or disposal of hazardous waste.  Environmental management is an integral part of corporate strategy, and has formed the basis for the growing commitment to advance corporate responsibility.  Criteria in this category strive to strike a balance between sound business decisions and economic development, and the protection of the environment. 

Corporate environmental issues are complex, with wide-ranging effects.  Responsibility in this sphere demands expert management abilities and can include considerable financial investment.  Environment is the only category in the MALAA 2007 Index that employs an environmental analyst to examine and evaluate corporate performance and data. 

Companies are divided into three categories, according to their environmental impact: high, medium, and low.  Total points available for each criterion are weighed according to which category a company belongs to.  

9. Policies (2.5 – 7.5 pts.)

a.   An environmental policy that is written, with a long-term vision, and is publicly available

b.  Content of environmental policy:

· Commitment to preventing environmental damage and improving long-term environmental performance

· Commitment to identifying environmental impacts - measuring and comprehending them - as a basis for decision making

· Recognition that natural resources are public resources

· Commitment to the principals of sustainable development

· Commitment to a pro-active approach related to the environment

c. A policy for screening corporate investors for environmental performance [Only applicable to companies within the financial sector] 

10. Management and Implementation (7.5 – 17.5 pts.)

a. System for managing and implementing environmental policies:

· A supervisor who reports directly to the company chairman

· A management system appropriate to company size, scope of operations, and environmental impacts 

· Procedures to ensure continuous supervision of environmental laws and regulations

· Frequent and regular leadership training programs for environmental staff 

· General training programs for all staff

b. Program for reducing pollution:

· Multi-year program for reducing pollution and improving long-term environmental impacts

· Reduction of pollution to air, water, and land; reduction of solid and chemical waste, greenhouse gas emissions, water use

c. Environmental review:

· Internal environmental review conducted in the past year

· Environmental review that covers topics such as the gap between corporate policies and performance, product impact, life cycle analysis

· Environmental review is documented and found in corporate records

d. Inspections and audits in the past year, such as ISO14000 certification

e. Internal report that covers analysis and review of environmental policies, performance data, risks, and results of inspections

11. Environmental Performance (up to 10 pts.) 

[Only applicable to medium and high impact companies]

An environmental analyst will score these criteria.  Scores are based upon public information, specific corporate activities, responses to questionnaires, interviews with corporate officers, and discussions with relevant government officials. 

a. Environmental performance: type and quantity of raw materials, energy, and water consumed.  Amount and type of air emissions, sewage, solid waste, and hazardous material produced. Oil, gas, or chemical spills.

b. Performance related to laws and regulations concerning the environment

12. Environmental Reporting (up to 5 pts.) 

[Only applicable to high impact companies]

An environmental analyst will score these criteria. Analysis of a company’s environmental report is based on the following parameters:

a. Materiality – level to which report identifies, explains, and expresses significant aspects of environmental impacts 

b. Comprehensiveness – level to which report includes performance information relevant to stakeholders

c. Responsiveness – responses to concerns of stakeholders regarding policies and standards expressed in the report and in connected dialogue
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