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'Happiness doesn‘t always come
from a pursuit. Sometimes it comes
when we least expect it.'

Dalai Lama

‘Communication messages start from people and are
dedicated to people. They have a dedicated purpose
whether they are written, audio, video, or just images.
We act following our values. We guide our actions by
our individual perceptions of right and wrong. We live
in an information technology era and we want our mes-
sages to reach their target and create an impact. Do we
think about the repercussions of messages released to
the audience? What is their added value? Do they have
a real basis determined by scientific methods? Every-
thing you do now is part of a longer process! Do you
have a projection of the future after the messages are
sent? There are just a few questions that will make you
curious to read this guide and change something in you
and in your actions, dear reader.

We live in a world free of constraints, but we as
individuals are the ones who have the obligation to
radically change our communication to do good. We
are in constant change and education. The important
thing is that this change is for the good of those who
will listen to or read your messages in the future. That
way we will be happier’.

Gabriela Fistis
Managing Director denkstatt Romdnia



'It’s hardly news that scientists are addressing climate change and
the need for a more sustainable economy from a very serious per-
spective. Apparently, it took some time for people to digest the sce-
narios presented 50 years ago that predicted that the Earth and its
natural resources cannot keep up with the rapid expansion of our
society if we don’t make systemic changes in our way of living.

Slowly, regulations, guidelines, and recommendations started to be
implemented at national and international levels. But it was not un-
til recently that private companies have started to flood the market
with green, bio, eco-friendly alternatives to their older products. Do
all these claims hold water? As consumers, we expect to figure it out
only based on the information we have on the packaging, through
labeling and communication materials. Colors, beautiful scenery,
graphic symbols, and logos may all mislead customers and influ-
ence the buying process. Nonetheless, many customers lack the
time and resources to analyze such information when it is vague or
incomplete, making them ideal targets for greenwashing activities.

Almost every brand now claims to be doing its part for the planet
and society, but customers sometimes see through their corporate
efforts and assume that they are either exaggerating or attempt-
ing to deceive the audiences by disguising the true implications
of their actions. How can businesses and individuals alike identify
and prevent greenwashing messages? Accurate green statements
are a core brand responsibility since they tackle an ethical com-
ponent in the communication process and professionals inside
organizations need to go beyond a surface-level understanding of
the green terminology. Beyond communication goals and brand
image, every company-produced material should properly reflect
genuine, correct facts.

This guide equips any reader with the necessary concepts to criti-

cally assess the reliability behind the buzz words related to green

claims. More than a set of instructions, the present guide helps

you ask the right questions so that you can keep an eye out for

red flags like sleazy communication and hidden intentions in the
information you're given.'

Miruna-Elena lliescu, PhD

Associate Lecturer at the National University

of Political Studies and Public Administration
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Recognizing that sustainability is an important issue
for businesses and that climate change is becoming
a critical subject for the planet, many organizations
are becoming increasingly aware of the need to
make decisions that reduce the national and global
impacts of human activities that are leading to rapid
increases in global warming — the greatest challenge
of the 21st century. This matter has led to several
policies and legal requirements, some of which re-
quire certain companies to disclose the social and
environmental impacts of their activities.

In light of this, some companies have shifted to in-
vest capital in marketing their environmental friend-
liness rather than taking actual action to prevent or
reduce their negative impact on global warming.
This process is commonly referred to as greenwash-
ing. Companies should be transparent and accurate
when reporting on social and environmental issues.

This guide aims to explain what the term greenwash-
ing means and what measures can be taken to avoid it.
The guide is divided into three main chapters:
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The issue of greenwashing is very important because
it can lead to false advertising, which is prohibited
by the laws and regulations on customer protection.

According to regulation DIRECTIVE 2006/114/EC OF
THE EUROPEAN PARLIAMENT AND THE COUNCIL
OF DECEMBER 12, 2006: ,Misleading advertising’ is
defined as ,any advertising that deceives or is likely
to deceive the persons to whom it is addressed or
reaches in any way, including its presentation, and
which, due to its misleading nature, is likely to in-
fluence their economic behavior or which, for these
reasons, harms or is likely to harm a competitor.”

Additionally, the EU Taxonomy regulation published
in 2021 defines specific objectives aimed at combat-
ing greenwashing.

Until now, investors had to dive into individual funds
to assess their credentials, but financial watchdogs
are forging new ground to prevent greenwashing and
hold sellers accountable for giving detail on invest-
ments marketed as ESG. The EU Sustainable Finance
Disclosure Regulation requires asset managers to
achieve stringent requirements for funds to be con-
sidered sustainable. Labeling should be , concise and
accessible,” according to the UK regulator. The Swiss
counterpart has released guidelines to help avoid and
combat greenwashing (FINMA Guidance 05/2021).
The Madrid-based International Organization of Se-
curities Commissions urges its members to evaluate
their laws and regulations. As a result, as the regime
becomes more stringent, these restrictions become
clearer, tougher, and more enforceable.



This guide aims to help companies and their stake-
holders better understand the phenomenon of gre-
enwashing and to challenge their practices to better
communicate their environmental impacts and miti-
gate the reputational, economic, and legal risks.

The steps outlined in this guide do not cover all
possible scenarios in which a company might green-
wash, but they can improve your awareness of the
phenomenon.

The following information is given to help companies
in dealing with aspects concerning greenwashing.

This is not a legal guide nor does it provide the path
to compliance. The guide should be understood as a
good practice and a pool of awareness pieces of in-
formation. By reading it you can better position your
communication actions to be truthful and aligned
with your internal initiatives.
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CHAPTER 1

Diving into
concernseg
greenwashing

‘Things are not always as they seem;
the first appearance deceives many;
the intelligence of few perceives what
has been carefully hidden’

Phaedrus



Have you ever
thought about
what

the term
‘greenwashing’
means?

The Oxford English Dictionary has defined greenwashing as ‘Disin-
formation disseminated by an organization, etc., to present an en-
vironmentally responsible public image; a public image of environ-
mental responsibility promulgated by or for an organization, etc.,
but perceived as being unfounded or intentionally misleading’.

In other words, greenwashing is when a company or product is
misleading about its environmental credentials to win votes, im-
prove its reputation, or increase sales to voters or consumers.
Buzzwords such as sustainable, biodegradable, environmental-
ly friendly, eco-friendly, and organic are usually used, which we
generally associate with sustainability. These are common terms
seen on the packaging and in advertising which in most cases
do not have a clear message and do not reflect the reality of the
product in question. Moreover, there is no single definition for
these terms; therefore, companies must back up their claims with
evidence, which can be problematic.

Today, greenwashing may be found everywhere, and the number
of consumer goods and services claiming to be sustainable, envi-
ronmentally friendly, or carbon-neutral has exploded. Therefore,
a constant increase in the awareness that we need to start acting
for the planet is needed.



A journey
into the past

The term 'greenwashing' was used for the first time by college stu-
dent and environmentalist Jay Westervelt in 1986. He describes
an experience he had in Fiji in an article published three years lat-
er about the hospitality industry. In the article, he mentions that
one of the hotels on the island asked the customers to reuse tow-
els to ,help them help the environment” and reduce ecological
damage. Westervelt was stuck with the note’s irony — the resort
claimed to be protecting the island’s ecosystem while at the same
time, it conducted an environmentally destructive construction
project behind the scenes to expand its territory. As a witness to
this fake, he later wrote in his paper ‘It all comes out in the green-
wash’. A local magazine picked up the term and spread it in the
broader media [1].

Since then, the environmental movement has grown, and the
amount of greenwashing has expanded.

Nowadays, greenwashing is known, also as green sheen or as a
play on the term of whitewash, which can be sprinkled over prod-
ucts and services with detailed data or claims that are difficult to
prove wrong without substantial investigation.

Below are two examples of greenwashing disclosures that might
be found in a company’s practices.
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Focus on the unfocused

(Manipulative disclosure)

Thinking about today’s actions in 10 years’
future, what is your picture?

Companies may not look great right now, but it is important to
make an effort to get better. ESG regulation along with different
metrics covers a wide broad set of factors that are going to make
an impact in terms of sustainable development.

It is difficult for regulators to choose which metrics to disclose be-
cause, while more information is great, we do not want to burden
companies and fund managers with all of these administrative
disclosures, particularly given that the methodology and under-
standing all of these are still in their first phases.

Moreover, disseminating large amounts of environmental infor-
mation can lead to a manipulative disclosure that is seen as a
type of greenwashing used as a business strategy in their attempt
of disguising poor environmental performance. This is consistent
with existing studies or information showing that social responsi-
bility initiatives or green certifications hurt stock prices.

Hence, companies focusing on disclosing environmental informa-
tion that are not relevant use this to hide their real performances
by boosting and exaggerating ratings.

An interesting issue to be addressed when disclosing is: what
do yg)u do when you have all this extra informa-
tion?

So far, we have seen that there are several interpretations of what
greenwashing represents.
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The first misconception is about how we define greenwashing, thus
in general, you must describe what you do; nothing
more and nothing less; you shoulg not mislead or
overestimate your sustainable activities.

The most difficult part comes when you see exactly what you do
and you do not have anythin'g misleading in your communication.
In that instance, the issue is: ‘Are you actually sustainable
in what you are doing? Have you established a
high enough goal?’

And these are the kinds of concerns that have been raised, no-
tably through Europe‘s Sustainable Finance Disclosure Regulation
(SFDRF).

Everyone takes a different approach, but does this mean that
those who are rolling clearing are greenwashing?

Hiding the obvious

(Selective disclosure)

Sometimes, the decisions we made while carrying out our respon-
sibilities could drive unexpected and overlooked consequences.
Greenwashing does not have a simple solution; it requires transpa-
rency and education, as well as the search for facts to back any
claims that could make the company look more sustainable.

An inappropriate practice for companies is the tendency to strate-
gically disclose positive aspects of their environmental profile while
avoiding any mention of the negative aspects (and even concea-
ling practices with poor environmental performance) to project a
positive environmental image. This practice is known as selective
disclosure and it cannot usually be considered a direct form of
greenwashing. This is a common problem in reporting initiatives
and communications. Due to the incompleteness of the legal frame-
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work, companies choose to selectively disclose environmental in-
formation, but this can have multiple consequences [6].

To avoid any repercussions, we simply have to continue with our
efforts to disclose correctly and for this, we require both discipline
from those who report and communicate about sustainability,
as well as empowerment for people who use these findings and
communications to better understand the situation.

Are you at risk of
greenwashing due
to your ESG disclosures?

‘Greenwashing is no longer a trivial offense.

Those who sell their products as “ESG compliant” must
ensure they’re fulfilling that promise — and they can expect
significant fines in the future if they don’t.

This is bad for them, and bad for their investors’.
RepRisk’s chief executive Philipp Aeby

ESG has grown in popularity in recent years. More customers are
keen to invest in sustainability, fund managers are creating sus-
tainable solutions to meet that demand, and more companies are
becoming people and earth friendly.

However, when we look at the data from the worldwide investor
surveys, we can see that worries about greenwashing, a lack of
uniform and standard terminology, and a lack of data remain the
most significant barriers to individuals investing sustainably.

The worry about greenwashing comes when
there is not enough transparency in data.
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If we look at greenwashing as a corporate activity, the danger
is capital misallocation, which implies that money meant for
sustainable reasons is diverted to non-sustainable activities,
leaving less money for activities that might help establish a more
sustainable economic system. As a result, the economy stagnates
and confidence in long-term investing falls.

When it comes to greenwashing at the investment product level,
the risk is mis-selling.

It takes time and effort to see through greenwashing, especially in
passive tracker funds, and this is a concern. We have all seen the
major index trackers that are classified as ESG or sustainable, but
when you crack open the hood and take a thorough look inside,
you may find that the truth of these trackers isn‘t what was stated.

One major issue is the absence of common standards in an in-
dustry flooded with ESG ratings and rankings, many of which are
self-reported.

The topic of concern for regulators throughout the world is how to
address these challenges by increasing clarity and transparency;
they are all working towards the same objective —to prevent green-
washing. Companies usually have their frameworks and mea-
suring mechanisms, or they use extra-financial rating agencies.

There is a frequent disagreement among the many suppliers of
those ESG scores. ESG scores are a good place to start, but you
must go deeper to grasp what they reveal and do not reveal.

In the midst of this confusion, the framework established by the
United Nations Sustainable Development Goals, known as SDGs,
is a crucial tool for precisely measuring a fund’s ESG impact.

The United Nations Sustainable Development Goals are com-
prised of 17 goals with a time horizon of 2030. The goals set the
environment, social development, and the economy in context,
with the primary premise being that these aspects are not mutu-
ally exclusive, but rather support and interconnect one another.
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Sy,
IR THE GLOBAL GOALS

This is a powerful tool for investors because it is binary: as an in-
vestor, you either invest to fulfill the SDGs or you work against
them, which means you work to further destabilize the system we
live in on social, environmental, and economic levels.

Setting achievable goals & targets and show-
ing the true impact by communicating the
'‘progress against the targets', disclosures
based on ESG and Sustainability metrics is a
real step in avoiding reputational risks associ-
ated with greenwashing.
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Can emerging
technology put an end
to greenwashing?

Technology has the potential to catalyze the existing information
maze. This means that having more publicly available data can
aid in determining the effect of existing ESG portfolios. ESG firms
and funds are being tracked and evaluated using new technolo-
gies. Data technology is making it simpler for businesses to ob-
tain information, and it also intends to assist investors and sectors
in meeting their UN Sustainable Development Goals. Investors
throughout the market are always inquiring about fund managers’
ESG investments, compliance, and reporting practices. Another
important step toward positive change is to seek out and invest
in harder-to-find prospects. The knowledge and information re-
quired to avoid greenwashing are expanding, particularly for in-
vestors prepared to look under the surface.
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The different shades
of Greenwashing

‘The future will either be green or not at all’

Bob Brown

Greenwashing can be presented in multiple forms. Based on a
practical case described by Lyon and Maxwell (2011), greenwash-
ing can be classified in:

. Behavioral-claim greenwashing — a discrepancy between
environmental claims and environmental behavior;

o Motive greenwashing — a discrepancy between communi-
cated and real reasons for an environmentally friendly ap-
pearance;

Concerning greenwashing can distinguish behavioral claims bet-
ween organizations that told the truth, those that told half-lies,
and those that lied.

The motive of greenwashing across organizations can be divided
as follows:

. Organizations that acted green on their initiative;
. Organizations that took credit for complying with legal and
environmental obligations;

The two variables (behavioral claim greenwashing and motive gre-
enwashing) can be categorized into various signs [7].

What could be the outputs of your communi-
cation which might go wrong?
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There are multiple examples of greenwashing. Each type, for the
most part, falls into eight categories as listed below:

The

symptom
of Clickbait

This sign is defined as false environ-
mental claims. It considers a straight-up
fraud based entirely of misleads and
lies. Under this sign, the companies use
incorrect information in their messages
and advertising materials.

Example: Companies label their products as certified organics, 100%
recyclable, but in reality, they are not. In terms of misleading, com-
panies may even go to the extent of making their certifications and
self-declaring themselves as a sustainable business.

No
proof

This sign is defined as the absence
of significant information regarding
product manufacturing. It happens
when companies make completely un-
supported or unsubstantiated claims
about environmental performance
and involve putting fake claims on
their labels carrying no proof.

Example: Personal care products that claim that contain no bio-plas-
tic yet are being sold in plastic bottles.
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Lack
of focus

You can fall into making claims or com-
municating targets for your company
without specific information about how
the organization will act strategically
and/or achieve targets. Usually, busi-
nesses use terminology such as "green"
to make their products sound good in
the market and do not have a direct link
with the product. Such claims need to be
verified.

Example: Many companies use words such as 'environment friendly,'
'non-toxic,' 'sustainable,' 'biodegradable,' and 'eco-friendly,' which is
vague as many factors must be considered to categorize a product as

eco-friendly.

Irrelevant
Claims

This sort of greenwashing includes cor-
porations making false claims in their
marketing and labeling while providing
no evidence. When questioned, these
assertions cannot be validated, and the
firms would not verify them either. The
companies facing this category of green-
washing may try different schemes to
cover such claims. A standard method is
companies ending up saying that noth-
ing can be shared due to trade secrets.
In other situations, they may commit
fraud by making their certification pro-
gram a certified label for their products.

Example: CFC Free certificates. The most common example of an
irrelevant claim is chlorofluorocarbons (CFCs), a major cause of
ozone depletion. Since CFCs have been officially prohibited for over
30 years, no items contain them. CFC-free pesticides, lubricants, and
disinfectants were examples of such goods.
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Lesser pf
two evils

This type of greenwashing is described
as distracting customers from the real
severe consequences of a product by
using possibly valid claims. The compa-
nies claim that their methods are better
than others, but they are still incredibly
damaging to nature.

Example: The palm oil industry has always claimed that they are a
lesser evil and that palm oil has a higher yield and is more energy
dense than other oil crops. Meanwhile, palm oil production is one of
the worst drivers of deforestation and biodiversity loss globally.

The Red

Herring

This greenwashing is the most disturbing
as companies use it to showcase their pro-
ducts as eco-friendly. In reality, just a tiny
component of the product is eco-friendly,
and the main product is destructive to the
environment. The companies capitalize on
the complete product by utilizing that small
eco-friendly component. A different scenario
is when companies use only eco-friendly
packaging while the development is not
sustainable. As such, by using environmen-
tally friendly packaging, e.g., recyclable card-
board, the companies whitewash the fact
that the product itself is not eco-friendly.

Example: Organic cigarettes with recycled boxes (are still extremely
bad for the environment).
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This type of greenwashing describes when a
company falsifies a certification or labeling to
mislead customers.

False
labeling

Example: Claiming a brand, product or commodity is green based
on unreliable, ineffective endorsements or eco-labels such as using
certificates which has no specific proof (e.g. RSPO, Forest Stewardship
Council - FSC or FairTrade).

This greenwashing happens when compa-
nies manufacture small eco-friendly items to
attract the attention of customers. After the
first bait, clients are shown the rest of the

Bait product line, which is comprised of non-envi-
ronmentally friendly items. Furthermore, the
and single eco-friendly product is priced higher in

. order to persuade people to switch to non-
SWItCh eco-friendly alternatives.

Example: A toilet paper producer sells a recycled paper product that
is overpriced but still makes the company appear good. Customers
may believe that all of their items are eco-friendly or that the company
has strong ideals; nevertheless, this does not represent the company's
reality [9].
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How can my results impact
my organization?

‘As long as you're green, you're growing.
As soon as you're ripe, you start to rot’.

Ray Kroc

Greenwashing might sound inoffensive, but the reality is far
worse. One of the most decisive elements contributing to the suc-
cess of an organization is how closely ethical values are deep into
the organization‘s culture. In the long run, an honest firm builds
loyalty and trust among its customers. However, even the larg-
est corporates overlook these moral values by indulging in more
extraordinary profiteering through greenwashing activities. The
awareness of the drawbacks of greenwashing will help the con-
sumers to make an informed decision in favor of genuine green
products. It will also help the companies by educating them on
how greenwashing activities negatively impact their brand image
and loyalty, eventually decreasing revenues and market share.

From a corporate perspective, greenwashing can negatively im-
pact the business by:

Tarnishing a brand‘s image

As an example, consider a customer who intends to make an en-
vironmentally friendly option and selects a product that makes
an environmental declaration. Regardless, it was eventually de-
termined that the product was not as ecologically beneficial as
advertised. In this instance, the consumer would believe that the
corporation has lied to them. Aside from avoiding the firm in the
future, the consumer is likely to submit bad evaluations on online
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shopping platforms and share his stories of unpleasant customer
experiences with other customers via social media or other sour-
ces of information. This circumstance might also lead to a drop
in sales if customers go so far as to boycott a firm, they believe is
fake. The negative effect greenwashing has on the brand’s image
should be severe enough for every business to consider the con-
tent and quality of their marketing mindfully.

Losing consumer trust

Because of the loss of customer trust, sustainable companies
must invest considerably more effort in communicating precision,
accuracy, and good environmental activities in order to separate
themselves from greenwashing competition. The loss of customer
trust impacts not just the brand caught greenwashing, but also
other brands involved in similar activities.

Legal risks

In a worst-case scenario, misleading environmental claims can
cause a company to be sued for the damages caused. Some
businesses handle these sorts of disputes behind closed doors.
However, this is not always a viable solution. Litigation is costly,
and even if the court’s decision results in an acquittal, suing in the
first-place signals that the company is not afraid to take legal risks.

Losing business partners

Investors are more aware of greenwashing and want environ-
mental transparency. When it comes to making difficult choices,
all approaches are dangerous from the perspective of a possible
partner. Banks, insurers, investors, and other firms with which a
company may partner cannot distinguish if the greenwashing that
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occurred in a company was due to a lack of awareness of the seri-
ousness of the situation or to malicious intent.

Before signing substantial partnership contracts, investing in a
company, or obtaining a quote for insurance or business finance,
businesses, investors, insurance firms, and banks will conduct due
diligence on the company’s past.

Losing money

Greenwashing can cause consumers to reject a product or brand,
resulting in economic loss. Moreover, pulling an advertisement or
a marketing campaign that results in greenwashing will make the
company lose more money than it spent creating the advertising
or the campaign. Furthermore, if the legal risks materialize, finan-
cial losses would arise from litigation expenses and potential pen-
alty or damages payments.

Impact on innovation and healthy
competition

A business starts a competition in an industry where competitors
advise on their environmentally friendly practices. It needs to
make at least the same marketing effort to be competitive.
Fortunately, this appears to be improving, with more and more
organizations making major efforts to enhance their ESG effects
rather than focusing on their positive ones.

Rather than investing resources to create something eco-friendly,
we may employ the same resources to accomplish meaningful
and long-term innovative achievements in terms of environmental
impact.
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Adverse environmental impact

Consumers want to make environmentally conscious choices, and
as a result, it is simple to select a product that claims to be ,,sus-
tainable.” However, loosely applied sustainability affirmations can
lead consumers to choose less sustainable outcomes over more
sustainable products with less pronounced marketing, resulting in
unintended negative environmental impacts as a result of green-
washing.

Green hushing

Some companies have a legitimate positive impact out of specific
green initiatives. But they are silent and cautious, being worried
that a potential external communication could be categorized as
exaggerated and even greenwashing. Managing green hushing is
highly challenging. Raising awareness and educating customers
about environmentally friendly company practices and production
patterns may have a good real-world impact [5].

Green-marketing vs
Greenwashing

Green marketing nowadays is a way for businesses to leverage
their environmental and social practices to address key aspects
of sustainability that are becoming increasingly important for con-
sumers. The perspective of investors and consumers has changed
dramatically today due to concerning aspects regarding Global
Warming and the impact corporations and other businesses have
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on the environment. Many companies have pledged to reach net
zero emissions to hold global warming to 1.5° Celsius. However,
the efforts made by some companies to improve their environ-
mental and social impact are many times overshadowed by the
increasing practice of “greenwashing”. Greenwashing or false ad-
vertising of green products or green practices that are unfound-
ed or loosely based on some environmentally friendly practices,
implies also forgetting the big picture of what it means to be a
sustainable company. The temptation for companies to use green-
washing is in part due to financial gains. Many companies struggle
to be relevant in these changing and challenging times and it is
known that the cost of becoming sustainable and having net zero
emissions is very high.

This can divide
greenwashing companies
into two categories: ——

Companies that partly invest
and have sustainability targets.

These companies are making an effort to become sustainable, but
the financial costs of this change are high. They are lagging behind
their competition and to stay relevant to their consumers and also
profitable, they employ greenwashing tactics.

Companies that piggyback
on the green-consumerism trend.

These companies try to cash in quickly on the green trend by de-
ceiving consumers with their so-called green products. The impact
greenwashing companies have on environmentally friendly com-
panies is very high because they cynically exploit the gap between
public perception and scientific facts, referred to as the ‘consen-
sus gap’.
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CHAPTER 2

‘A checklist cannot fly
a plane. Instead, they
provide reminders of

only the most critical and

important steps’

Atul Gawande



Ask yourself these questions and then try to find the answers
and solutions to them. Do this by being real, telling the truth,
and challenging yourself. And then act in a truthful manner when
communicating.

Are you aware?

The following list of questions might provide a good way to
identify potential risks posed to your organization concerning
greenwashing. However, these questions do not replace the
need to conduct a full analysis of your products or services using
science-based methods.

You can integrate into your risk management
process the avoidance of greenwash, setting
up checking criteria for all disclosures that you
want to release.
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Are you misrepresenting results
and giving incomplete evidence

A tactic used by companies and also by scientific researchers is
to misrepresent data and deflect arguments by cherry-picking
certain results, thus creating a deceptive image. A good way to
avoid this trap is to be transparent with your findings and present
a way to improve the areas you lagging. Even minor aspects that
you might think are not important to your stakeholders, might
turn out to be significant in the big picture [2].

Are you using images that misre-
present the reality of your initiatives

Images are a powerful tool and many times misusing them can
be very devastating to your company’s reputation. And while it
is easy to use high-quality stock images, these pictures might be
used by someone else to communicate a different message than
yours. It is best to use your images to portray the emotion you
are expressing as well as your efforts and results of company ini-
tiatives.

Colors, Colors, how are you using them

Green, Pink, Rainbow and Brown colors all have a deep meaning,
and that is why some companies try to attract socially and en-
vironmentally conscious customers through color-washing tech-
niques.

Color-washing will not only affect the customers but it will gener-
ate a negative impact on the whole industry, be it economically,
environmentally, or socially.

Try to integrate into communication messages your corporate
brand colors. This could be the most authentic release of commu-
nication messages without misleading your audience.
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Is your message backed by ")
an environmental achievement

Many companies feel the need to show their public, ways how they
are making a significant positive environmental impact. And while
these claims might bring a positive reaction from their stakeholders
in the short term, the chances that people will see the exaggerated
words are high. Therefore, you will risk financial and reputation
losses if the claims are not based on key indicators like resource
allocation, scientifically proven methods and magnitude of results.

“One minute of patience, ten years of peace”,
meaning that developing a trustworthy me-
ssage can take time and resources, but in the
end bring a positive image to your organization.

Will those environmental issues ‘p
be meaningful for your core business o

We live in an age of chatter and distraction where everything is a
challenge for the ears and eyes. Relate the issue to your business
and managing it; is a way to demonstrate that you are striving
toward a sustainable business model and not creating a distraction
from the environmental issues that your company might be facing.

Did you spend more

money on communication and
marketing than actual ")
environmental and social initiatives .

Corporate Social Responsibility (CSR) and advertising are strategic
components of many organizations. If a claim about the environ-
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mental or social benefits of a product or service is unsubstantiated
or misleading, this practice is known as greenwashing. Investing
considerable resources into the initiative and having a significant
environmental and social impact shows you are determined to
follow a sustainable path [7].

Investing more in marketing and communi-
cation than investing in improving your envi-
ronmental and social performances is not a
healthy business approach.

9

Have you reached the proposed targets .

Achieving a proposed target might have a bigger impact because
it shows you can deliver tangible results. Saying that an initiative
or goal can have a positive effect in the future might be a sign of
greenwash in comparison to reaching the set goals and showing
the real results. Communicating the steps, you are taking towards
reaching the proposed goals can have a positive impact.

Do you have a dedicated team
that covers all company functions ‘p
for environmental and social initiatives o

When working on an initiative that can have an impact on your
company from an environmental, reputational, social, and eco-
nomic standpoint it is important to collaborate with various de-
partments and functions. Having a dedicated team for these ini-
tiatives can bring to light certain aspects not foreseen by a singular
function. Risk assessment is very important when communicating
externally.
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Are other activities in your company ‘)
in line with the message that you release

Assess your products or services, your purchasing procedures, and
your public positions. Hold off on these messages or determine if
the other actions may be altered to be consistent with your claim
if any of them contradict your message. The message might be in-
terpreted as greenwash if the company’s political activity or other
goods do not match the promise.

Have you involved stakeholders ‘p
and taken their feedback into account

Stakeholders might contribute viewpoints that you may not have
considered. They may not only assist make the effort more effec-
tive, but they can also teach you how to communicate effectively.
These talks might take the shape of group gatherings or one-on-
one encounters.

Can your demand be ‘)
supported by a credible third party .

Consider finding a reliable group to provide comments. Having a
third party analyze your claim might assist in identifying indicators
of greenwash that were previously ignored. A reliable source can
also offer guidance to guarantee that the project is as effective as

it claims.

Are you sending the right message .

When sending a message about an initiative regarding the way
your company is improving in reaching its sustainability goals,
make sure the message is clear and easy to understand by most
parties. If you have data backing up your claim, try presenting it
in such a way that it is easy for most people to understand the
results.
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Do people think your
company is trustworthy

Otherwise, be careful. Even if you have a great initiative, people
may immediately suspect it is greenwashing, and convincing them
otherwise will take time and effort. Companies with a reputation
for environmental stewardship have less to justify.

Do you have data to back up your claim

Try to implement techniques for measuring effect, or check if you
can back up your claim with actual evidence. A lack of statistics
does not necessarily imply that your program is fraudulent, but
it does make properly communicating its effects difficult. When
your endeavor is called into question, data might aid to back up
your argument. Data may also be used to compare performance
to targets and offer a foundation for future progress. Data, on the
other hand, should not be massaged to seem better than it is.

Do you convey your
understanding of the big picture

When describing a product or service, companies often highlight
a single attribute (,the lightest”), but the environment is an inte-
grated system, and focusing on one attribute (,,energy efficient”)
can lead the viewer to question others (,What about the produc-
tion process? What about the waste? What consumer behavior
does this encourage?“). Overemphasizing one attribute could lead
to skepticism about the other attributes.

Is the message honest
and not self-glorifying

In any circumstance, but especially in this one, bragging is a turn-
off. The sustainability of our world is a huge problem, and taking
too much credit might make you appear unconcerned about the
seriousness of the situation.
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Focus on knowledge
with optimism

The following are some examples of how companies can reduce
the risk of greenwashing.

Deep diving into specific subjects
of your business

Materiality Analysis

A materiality analysis is a method to identify and prioritize the
issues that are most important to an organization and its stake-
holders.

Materiality assessment is a way for companies or organizations to
analyze the economic, social, and environmental subjects that are
relevant to decision-makers and stakeholders. The lists of subjects
coming from these domains are prioritized and integrated to
assess which areas are the most relevant.

It is very useful because it is a way to engage stakeholders while
assuring quantitative and qualitative feedback is being integrated
into the materiality analysis. It helps with setting boundaries of
corporate responsibility and at the same time giving it a manage-
able dimension.

Contextual analysis

So why is this important? The reason such an analysis is important
in greenwashing prevention is that it builds a framework for iden-
tifying, sorting, interpreting, and consolidating data to understand
the work context for a product or initiative which will be designed
in the future.
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This step is important because it allows organizations better un-
derstand environmental, socio-cultural, economic, political, legal,
technological, and geographic risks that can affect them or enable
them to take better decisions on how they send a message to their
stakeholders or present a new product.

Share evidence of
your sustainability strategy and programs

It is often easier for investors and consumers to monitor famous
companies than small businesses. You can easily find out what big
companies are doing to source sustainable materials and reduce
emissions in production, but you cannot so easily find out what
small shop owners are doing. Are they sourcing their materials re-
sponsibly? Do they avoid waste in production and shipping?

Cross-functional meetings and interactive internal communication
(between managers and members of the sustainability, product
strategy, communications, sales, and other teams) may generate
enthusiasm and align departments on sustainability concerns.
Departmental alignment may assist businesses to prevent green-
washing, which occurs when one group communicates differently
than another.

Get the help of sustainability specialists

A strong partnership with sustainability specialists can raise in-
dustry standards, facilitate a collaborative approach and establish
participating companies as a driving force in improving practices.
Through this collaboration, companies can establish communica-
tion guidelines to avoid greenwashing.

Building relationships for better results

Businesses should engage in open dialogue with NGOs and high-
er education institutions to gain a broader understanding of the
issues - and subsequently stronger and more sustained environ-
mental communication. Non-governmental organizations and edu-
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cational institutions deal with these issues in depth, and with such
partnerships, your communication strategies gain more weight.

Start small then build upon
your achievements

Do not overdo it with your achievements, because that can lead to
NGOs, journalists, and cynical interest groups targeting you.

Seeing the big picture

It is normal to address problems locally and directly; however
certain challenges need a different approach. One major issue is
climate change, which is driven by massive market failures. Most
experts think that the most significant response to climate change
is the creation of national policies in conjunction with a strong
international treaty. It may be useful to make a concrete commit-
ment to lower your emissions while doing so. However, when it
comes to what you do to stop climate change, the message should
also include a political commitment, goals, targets and a clear
roadmap of how you will achieve what you committed.

Consider the changes in consumer behavior

We live in a world where information travels fast. It shouldn’t
be a novelty that everyone checks the labels of a product, the
sustainability reports of a company, and the scandals involving
corporate entities.

The world is changing and so is the consumer’s view, who looks for
eco-friendly products, sustainable companies to invest in, and a way
to tax companies who are not doing the best for the environment.

It is a big challenge that requires taking action
against risks posed to the environment since con-
sumers pay more attention to these factors and are
against the practice of greenwashing.
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CHAPTER 3

A hel dplng

for your
greenwashmg

‘Practice makes perfect,
and you will learn and find
solutions in ways you never
imagined possible’

Jo Bradford



The following tools can help your organization identify how sus-
tainable your products or services are. Backing up your message
with scientifically proven methods can tell your stakeholders you
are taking the necessary steps to prove your products and busi-
ness are made in a sustainable fashion. Transparency while doing
such an assessment is paramount.

One method is not enough, but used together
can make a greater impact.
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An LCA identifies the total environmental impact a product caus-
es directly and indirectly throughout its life cycle, expressing it
in categories such as eutrophication potential and photochemi-
cal oxidant formation potential. An LCA goes beyond the carbon
footprint and can help you better understand the environmental
impact of your specific product, from the global to the local level.
Based on an LCA, you can develop an environmental product dec-
laration to communicate the results in a structured format. The
LCA results could also be used as input towards defining the best
sustainability strategy which could better work out in improving
your operational performances and mitigate resource consump-
tion with very good environmental and economic benefits [3].

e This type of assessment provides stakeholders with credible
data to back their sustainable claims;

. It can offer a great insight into the best methods for product
innovation and sustainable product design;

. It will build a path to forge stronger ties with your suppliers
and partners;

. It will add value to your Sustainability Strategy;

. It can enhance your company’s image and give you a com-
petitive advantage.

Decarbonization is gaining increasing attention in the business
community, which we can see in the number of climate strate-
gy projects being implemented across Europe. To communicate
climate goals and achievements clearly and credible, a thorough
understanding of climate change-related language is crucial.

Why is this important? There is a growing body of news exposing
companies making false CO, neutrality claims and advertising with
the term ,,climate neutral”. As their actions are based on compen-
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sation inventories, this advertising has been classified as mislead-
ing by the German Competition Authority. To prevent greenwash-
ing and ensure the correct use of claims, we need to take a closer
look at common terms and definitions.

Carbon neutral, climate neutral, GHG neutral, or net zero - these
are some of the most commonly used and unfortunately misused
terms. Although they sound very similar at first glance, they de-
scribe different states of affairs when it comes to reducing the
carbon footprint of companies. For example, ,,carbon neutrality”
is often equated with ,net zero” or ,,climate neutrality”, although
they are fundamentally different terms.

To call itself ,carbon neutral”, it is sufficient
for a company to offset CO, emissions through
carbon offsets without having to reduce its
emissions. The ,net zero” state according to
SBTi first requires deep decarbonization within
Scopes 1, 2, and 3 (where relevant) within the
company by about 90% before the remaining
GHG emissions (according to the UNFCCC/Kyo-
to Protocol) can be neutralized. This is only a
first insight into the different terminologies.
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. A way for companies to assess how their product or service
will change emissions in the real world;

. It improves consistency, transparency, and understandability
of reported information;

. It enables you to improve your company’s image and repu-
tation;

. Can uncover risks and opportunities while tracking and
benchmarking your progress.

TCFD, or Task Force on Climate-related Financial Disclosures, is
an organization created by the Financial Stability Board (FSB) that
addresses key issues regarding climate change and the significant
financial risks that they pose to the global economy. It is estimated
that the risk posed sums trillions of dollars in losses.

TCFD gives organizations an important guidance framework on

how to disclose climate-related risks and economic risks to their

stakeholders. The main areas TCFD is focused, are on 3
, , ,and

. Can be adopted by all organizations;
. It can be included in financial filings;

. Better understanding of the climate risks and financial im-
pacts. Should be part of the company risk management
process;

. It is designed to request decisions and forward-looking infor-
mation regarding financial impacts;

. It is focused on opportunities and risks concerning transi-
tioning to a lower-carbon economy.
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The Carbon Disclosure Protocol is a non-profit charity that helps
investors, companies, states, cities, and regions disclose their en-
vironmental impacts worldwide.

CDP focuses on . and .
This in other words is a good way for companies to have their da-
ta-driven decision-making at their core business, be it positive or
negative, and thus tell the whole accountability story.

e  The CDP helps companies and organizations benchmark,
measure, and manage their environmental impact;

e It helps companies increase their operational efficiency and
lower their costs;

. It helps organizations and their stakeholders achieve trans-
parency in their reporting;

. The data gathered from these disclosures can help the exe-
cutive management better plan and implement initiatives to
combat the environmental impact;

e  The CDP reporting and rating gives a clear overview for com-
panies from B2C about the sustainability management in the
companies (B2B) from their supply chain;

e  The CDP reporting and rating gives insights to investors
about the sustainability performances of a company.

BREEAM, LEED, and DGNB certifications represent a set of rating
systems and tools used to assess the environmental impacts and
sustainability of construction projects and buildings. They help
better improve the overall quality of buildings and infrastructures
and achieve sustainability by integrating LCA (lifecycle assess-
ment).
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. Such certifications will help improve your building perfor-
mance and minimize the environmental impact;

. It provides a set of standards and benchmarks that assess
constructions objectively;

. It brings to light new sustainable designs and construction
principles throughout the building lifecycle.

A science-based method of checking emission reduction targets
can be a helping hand for investors to identify companies with
credible transition plans.

Such a tool helps companies and financial institutions set net-zero
targets and make progress towards them, based on the best avail-
able science data.

. The SBTi certification is the first of its kind and in line with
the Paris Agreement;

. It brings a set of guidelines and tools that help companies
reach net-zero emissions by 2050;

e The SBTi standard can give companies a way to ensure fu-
ture-proof growth, and resilience against regulation, boost
investors’ stakeholders’ confidence and lay the ground for
innovation and competitiveness.

What is ESG? We all hear it, Environment, Social, and Governance.
Together, these three aspects form a framework. The three core
pillars are people, process, and product. In other words, it is a
set of criteria that investors are taking into consideration while
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searching for companies that are ‘socially responsible® or ‘sus-
tainable’. But it’s not just that, it is also a way to ascertain risks
regarding products and services. Each ESG factor represents an
important role and can be used to evaluate how companies are
managing their sustainability performance and impact.

. It allows companies to evaluate their business sustainability
performance;

. Measuring the financial stability in the market;

. ESG can reduce costs in the long run, such as operating ex-
penses;

. It can attract and retain quality employees;
. Can attract consumers for future growth.

SROI is a methodology used for measurement and mo-
netary valuation of the broad concept of value creation. It has
the aim of identifying the real impacts of a project or initiative by
calculating and comprehending an organization‘s potential finan-
cial effect. SROI is based on the same reasoning as cost-benefit
analysis, with the exception that it's intended to gauge the similar
responsibility and worth of businesses whose outcomes aren‘t al-
ways easily quantified in monetary terms. Despite the challenges
which the monetization of natural and social capital may pose,
broadening the range of metrics and communicating values in
financial terms facilitate the consideration of these impacts by
decision-makers.

. Builds a complete picture of the impacts of the projects —
activities and direct results;

. Financial measurement of impacts;
. Enhances the image of the company;
. Improves opportunities for attracting partners and fundings;
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. Generates positive impacts of planned and to-be-imple-
mented initiatives.

The Natural Capital Protocol, launched in 2016, provides a stan-
dardized guidance for assessing the monetary value of impacts on
the world’s stock of natural resources. It is supplemented by the
Social Capital Protocol, which provides a framework for further
including business impacts on people beyond purely financial re-
turns - for shareholders, for other businesses, and for society at
large. These external impacts are referred to as natural and social
capital. The Protocol is a framework for generating trusted, credi-
ble, and actionable information for informing business decisions.
They are the result of the collective work of the Natural Capital
Coalition and the World Business Council for Sustainable Develop-
ment - together offering a common table for discussion between
academia, NGOs, and over 200 business organizations, with multi-
ple global leaders in their respective sectors.

. It enables you to quantify, evaluate, and integrate the im-
pacts of natural capital into existing business processes such
as risk mitigation, sourcing, supply chain management, and
product creation;

e The value created by the company for society may be pre-
sented to stakeholders in a general framework that includes
all material aspects.

. Trade-offs between impacts can be quantified and managed
toward optimizing shared value creation.

. Important non-monetary considerations can be integrated
into financial analyses;

. It is relevant to any business sector to organizations of all
sizes and in all operational geographies;

. It is applicable at multiple organizational levels and scopes;

o Provides information for business decisions that will assist in
defining and carrying out your strategy, which may then flow
into external transparency and stakeholder involvement.
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Building your trust and key takes for your
journey

Reaching sustainability is not easy, and combating greenwash
is not easy, but every journey has a start. Nowadays humanity
has realized the importance of addressing these issues and is
looking for ways of keeping our planet safe from any dangers,
especially those created by human beings. Thus, keeping up with
the changing tide requires perseverance, strength, and patience.
The future is today and if you are not taking a wide look at your
organization and its way of doing business, you can be left behind.

We encourage you to take another look at the questions posed in
this guide and then focus on how to combat each of them while
seeing the big picture.

It’s not easy we know, but acting now will bring fulfililment later.
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‘There are many still undefined pieces in the sustai-
nability field. Thus, new definitions and regulations
will likely be introduced in the near future. Having a
critical thinking and regularly challenging the vague
claims may benefit you more in the long run than
memorizing the current categorizations and theories
on greenwashing.

This is not a guide that attempts to cover every possible
situation of greenwashing; rather, it is a synthesis of
important ideas, suggestions, and questions to bear in
mind whenever you come across potentially deceptive
rhetoric. Whether you are a consumer or a professional
working inside an organization, you now have the re-
sources to assess the messages you encounter, create,
and promote them with a more critical awareness’.

Miruna-Elena lliescu, PhD
Associate Lecturer at the National University of
Political Studies and Public Administration

EU — European Union SFDRF — Sustainable Finance
FINMA — Swiss Financial Market Disclosure Regulation
Supervisory Authority LEED — Leadership in Energy
ESG — Environmental Social and ~ 2nd Environmental Design

Governance DGNB — German Sustainable
SBTi — Science Based Targets Building Council
initiative LCA - lifecycle assessment

CDP - Carbon Disclosure GHG Protocol — Greenhouse

Protocol

CSR — Corporate Social
Responsibility

TCFD — Task Force on Climate-
related Financial Disclosures
FSB — Financial Stability Board

Gas Protocol
NGO — Non-governmental
organization
Whitewash — is the act of

glossing over or covering up
vices, crimes or scandals



[1] Bruce Watson. (2022, August). The troubling
evolution of corporate greenwashing. Retrieved
from The Guardian: https://www.theguardian.com/
sustainable-business/2016/aug/20/greenwashing-
environmentalism-lies-companies

[2] Daniel Margrain. (2019, February 22). Green
Washing And The Psychology Of Climate Change
Denial. Retrieved from Renegade Inc.: https://
medium.com/@renegadeinc/green-washing-
and-the-psychology-of-climate-change-denial-
9a7¢35815b36

[3] denkstatt. (2022). Carbon Footprinting & LCA.
Retrieved from denkstatt: https://denkstatt.eu/field-
of-interest/carbon-footprinting-Ica/

[4] Koskela, A. (2022, March 17). 9 Negative Effects
Greenwashing Has on Your Business. Retrieved
from Askel Sustainability ~Solutions: https://
askelsustainabilitysolutions.com/negative-effects-
of-greenwashing-on-business/

[5] Lydia Noyes. (Oct 21, 2021). A Guide to Green-
washing and How to Spot It. EcoWatch. Retrieved
from  https://www.ecowatch.com/greenwashing-
guide-2655331542.html

[6] Persefoni Team. (2022, August). What is
Greenwashing? Retrieved from Persefoni: https://
persefoni.com/newsroom/what-is-greenwashing

[7]1 Rémi Batzillier, Julien Vauday. (2013). The Green-
washing Machine: is CSR more than Communication.

[8] Rina Horiuchi and Ryan Schuchard, BSR Lucy
Shea and Solitaire Townsend, Futerra. (2009).
Understanding and Preventing Greenwash: A
Business Guide. Otatem alist offic toreperem qui
ipit, quam, to mincietur, ommolorero idel molorion
pratur as volorem idelecusdae is dempore voluptio

N
<)
()
c
<P)
5
—
(<P)
=7




Ny denkstatt

create sustainable value

Development team

We are glad to offer readers something useful for their
professional life.

Catalina Dan Ana
Vasilica Lupu Streche

Gabriela Alexandru

Fistis Ciubotaru

This guide was developed by the denkstatt Romania team.
If you have any questions or inquiries, please contact us
directly at office@denkstatt.ro.

© September 2022

Distribution or copying of the content is forbidden and shall be performed after
the direct consent of the denkstatt Romdnia, or by mentioning the source as a
reference.

Graphics & design loana Banciu — AYO Design, ayo.design.co@gmail.com

56






Follow us on LinkedIn channel or visit our website:

m at.linkedin.com/company/denkstatt

@ www.denkstatt.eu

denkstatt Romania
Timisoara — 300215 E .ﬁE
2, Ulpia Traiana St.

Bucharest — 077190
169A, Calea Floreasca

+40 256 43 43 97 E

office@denkstatt.ro

Scan me




