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Global trends in sustainability reporting

Journey to Excellence: Building Advantage through Sustainability Reporting

Maria Sillanpaa, Founding Director, Sustainability Advisory Group
Abbe Le Pelley, Senior Associate, Sustainability Advisory Group

We are in the midst of a global shift: There is increasing demand for business to not only perform financially
but also contribute to the social, environmental and economic wellbeing of the community in which they do
business. Related to this, in 2009 sustainability reporting is a mark of excellence with 80% of the world’s leading
companies now reporting on their sustainability performance. Beyond companies, the public, SME and social
enterprise sectors are increasingly joining the reporting journey. This article explores the latest trends in
sustainability reporting on the global arena and draws some learning points for first time reporters.

Where are we at? and South America and from companies listed on the
Reporting on non-financial issues first emerged in the late world's |l eading stock markets (6
1980s, primarily in the form of environmental and health 48% of France’'s CAC 40, 22% of t
and safety reporting, later in the form of social reports. 13% of t heallpuBlishGBigadd 500
European companies tended to be the hot beds of early sustainability reports). Europe is home to 49% of the
experimentation, but reporting is now spreading fast and reporters known to GRI, followed by Asia on 15%, North
becoming a global phenomenon across continents, America on 14%, Latin America on 12%, with 6% from
regions and sectors. Oceania and 4% from Africa. In general, reports from
emerging markets still have some way to go to achieve
According to the Global Reporting Initiative (GRI) the the quality of their more mature counterparts.
number of organisations publicly reporting on their Interestingly, however, at | ast
sustainability performance rose dramatically in 2008, awards were handed out to reporters in eight different
with over 1000 reports published in line with the GRI G3 categories — 18 of these awards went to companies from
Guidelines (a set of guiding principles and indicators that emerging or developing economies.
help organisations measure and report on their
economic, social and environmental performance). This is Reporting practices have evolved rapidly from the early
the highest number ever recorded. The figure represents pioneering efforts —however, for better or worse, we are
a jump of 46% from 2007. This trend is supported by the still a long way from a fully matured discipline and
findings out | iIntemtonalSurvky@MG’ su reiowesr sal acceptance of reportin
Corporate Responsibility Reporting which acknowledges Innovation continues and luckily first time reporters can
that sustainability report inowtaplint gricigpoohoélearningand avgidisame of m’
amongst large companies. The report states that the early mistakes, dead ends, unrealised benefits and
reporting is now the norm not the exception as nearly wasted resources.
80% of the world’s | argest 250 companies report on their
sustainability performance, a figure up from 50% in 2005. Why bother?
A further 4% integrate the information within their Before any company looks to produce a sustainability
annual reports, a trend that appears to be rising in for report it is important to understand why different people
instance in France, Norway, Switzerland, Brazil and South read them, and whether and how they use the
Africa and one that is being watched carefully by major informati(?n in their decision-making. In May 2008 GRI
stakeholders of the international reporting scene. publ i shed -TKoceaderdtakeoe i n
sustainability reporting”, the f
of sustainability report readers. The survey provides an
‘80% Of the world’s largest 250 important insight into how reports are judged by readers
3 3 from various sectors — from business, consultancies, civil
Companles report on thEIf' society, research/academic, investment/rating,
sustainabi/ity performance’ individuals and public agencies. The results are a
powerful testimony to the benefits organisations can
expect from good quality reporting. Nine out of 10 report
This dramatic growth in the number of sustainability readers maintained that their views of a reporter had
reports appears to be supported by a significant rise in been influenced by reading their report and 85% gained a
those originating from emerging markets such as Asia more positive perception of the company. This
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demonstrates that sustainability reports do indeed going public is essential for credibility and for securing
provide a very real opportunity for organisations to internal benefits from the investment.

enhance their reputations.
However, the programme design itself often brings

However, the benefits of reporting are not all about numerous benefits to the organisation. It forces strategic
reputation. Reporting has many drivers and if well clarity and clear understanding of current strengths and
executed the reporter can expect a wide range of related weaknesses; it encourages benchmarking and
benefits internally and externally . identification of issues that really matter to the company
and its stakeholders; it builds internal awareness; it
‘s important to understand Why clarifies targets and related accountabilities and risks.

. Enhanced risk management has for some time been
dlfferent peop/e read them/ and referred to as a prominent driver for sustainability
whether and how they use the management and reporting, however according to
. i i i o K P M @008 survey it is now tracking a downward trend
’nformatlon in their decision- and in its place learning and innovation have appeared as
making. ’ one of the primary internal drivers cited by reporters.

Related to this is the increasingly acknowledged

importance of the businesscase—don’t start i f you
So, with wide and varied audiences, a never ending list of have a clear idea what you are trying to achieve. All this
issues, and a labyrinth of data and burning questions, emphasises the importance of the process —never
how do first time reporters produce a good report? consider a report as an end onto itself; it is an enabler

helping you to get to where you want to go.

Benefits from Reporting .
9 Establish clarity of your sustainability vision and What Makes a Quality Report?
how it links with your business i Strategic - demonstrates a clear sustainability

strategy that is linked with overall business strategy
i Clarify and understand what sustainability issues

are important to you and why 1 Material - identifies the issues that are most
rel evant , or material,
9 Respond to increasing expectations from and how these were identified

international and national governments
9 Forward looking - identifies a sustainability

1 Respond to consumer and civil society concerns & roadmap and its milestones, and sets out how you
develop stronger community relationships will hold yourself accountable for progress

9 Secure access to business partners and sources of 1 Balanced - presents a balanced picture and is
funding transparent about where targets have been met,

1 Improve employee relationships and where further improvements are required

i Integrated - forms a part of an integrated
communications and engagement strategy that
guides internal and external interactions

9 Strengthen understanding of new types of risks and throughout the business.
opportunities

I Enhance internal accountability and performance
management practices

I Encourage learning and innovation

I Boost continuous performance improvement

ommunicat,-o%

2
Start from the beginning ¢ not the end Strategic
Reports don’'t obvious+4the just ap
quality of the end product is only as good as the

underpinning process that led to it. A good report tells a

story of how the organisation is and will manage its

performance, what sustainability means to its strategic

plans, how it will track its progress, how sustainability is

and will be integrated with the
management processes etc. Before jumping into report

preparation, first time reporters need to think through a

myriad of organisational issues in order to design an

effective sustainability management programme. Getting

the key elements of this programme in place before

o day
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Tap into the vast pool of leaning For a first time reporter, the various sustainability surveys

Sustainability reports are now the focus of numerous and awards form a useful source of learning and help a

international bodies who have established assessment company to chart a clear course through what may seem

panels and awards to consolidate best practice. For like a maze of options and issues. These together with

example SustainAbility’'s GltolhealmRsetpowitkealsy paoga mtmane tiaandar
partnership with UNEP), the Association of Chartered Reporting Guidelines and Account
Certified Account avat s’ a@ A C GHRpunhtEbidity Ryinciplds define the state of play

Readers’ Award all refl ect ihtesnatigriallyandprovde anknformafiveplatforny fiomt

makes a good sustainability report. In 2007 ACCA which any type of organisation can plan its journey to

observed that when it comes to good practice in excellence.

managing and reporting sustainability companies need L

to: take a joined-up approach (treating sustainability as Reporting is a journey

integral to the organisati odstaigabilgygepastingjsgigyngvavdhaclearn g st rategy)
reward, recognise and discipline in line with targets (at beginning but no end. A first time reporter is well advised

board and management levels); tell a balanced story; to approach this in bite size chunks. A full performance

show how learning is driving improvement; and build a report is often too ambitious a goal at the outset —and

sustainability roadmap to establish clear accountabilities not necessary. A clearly set out commitment report is
for progress. often a better first option. Setting out a clear strategy

that focuses on smartly identified material issues,
The voice of report r eader scoupledoithbighfe@ ©lectises andxlsadyrset at i ons .
Results from the GRI sur v e yaccbuntabilitiesdsmere ctedibke thanb l@ghatadr s’

priorities include clear evidence of stakeholder compilation of data that happens to be available. A

engagement and a balanced picture. Following these, key commitment report then needs to be followed by fuller

expectations were a clear link between sustainability progress reports with increasingly mature data sets.

strategy and overall business strategy, commitment to

sustainability, clarity of the organisation’s sustainabil i
impact, actions taken to address sustainability issues,

innovative thinking, and translation of sustainability into AfIrSt time reporter IS well aavise

(local) business. Beyond this, it is now an established to approach this in bite size chunks
norm that a credible report not only clearly identifies ’

what sustainability issues are material to the company A fU” performance report is often
and its stakeholders but also why. A robust story on how ..

material issues have been identified is considered as too amb/t/ous a gOG/ at the outset
important as the list of issues themselves. —and not necessary.’

Reporting Journey: A phased approach

Sta\(eh older
erven®

e“gagement

2%
< e(\%
o 0\0° Year Three:
External Performance Report
Report on performance and progress against
“\eﬂ\" baselines, commitments and goals using
%%Q,e qualitative and quantitative data.
e‘é\ Year Two: Consider external assurance of reporting.
<§\<>\e> External Performance Report
NE

Establish baselines and indicators, report on material
sustainability issues, noting performance against
O commitments and underpinning goals.
Build internal assurance processes.
Year One:
External Commitment Report
Identify material sustainability issues and establish
commitments. Articulate strategic goals to allow target
setting, measurement and reporting.
Consider benchmarking against other organisations.
Build an assurance roadmap to ensure ongoing credibility.

Internal Performance Baseline

Establish understanding of current performance and
availability of information to guide future reporting
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The medium is part of the message sometimes painful information. Brave reporters are
Organisations report in a multitude of ways —from increasingly disclosing information on sensitive issues
traditional hard copy reports to real-time on-line data such as their public policy and lobbying activities, issues
feeds; from stakeholder specific issue reports to fully relating to taxation and so on. Being open and balanced
integrated reporting with financials; from short strategic about the good and the not so good assures your
summaries to extensive data warehouses on the Internet. stakeholders that your commitment to transparency is
genuine. Reporting is part of a learning process and for
With so many different reporting formats available, and that to happen, reporters need to be clear about where
the wide and varied scope of readers, first time reporters they need to improve. As they say in England—* war t s and
need to make conscious choices about how they put their al | is the way to go.
pens on paper. Knowing your intended audiences is the
key —who are you trying to reach? What is your key ‘. openness and transparency can
message and whom are you trying to inform or
influence? What format has the best chance of reaching take you far, but at the end Of the
your listeners? day, the report is there to allow for
One noteworthy trend in sustainability reporting is that a Wel/-informed dialogue between
the length of reports is clearly reducing. Reports from ) B
experienced companies are becoming shorter, interested parties. Use the report
spotlighting material dilemmas and their strategic as an engagement tOO/, or /058 a
business implications. The majority of mature reporters
now tend to publish summary pdf versions with lot of its potency as a trust builder.”

supporting information made available on company
websites. Furthermore, new internet technologies now
enable easy tailoring of on-line information from the
perspective of different audiences. Readers can now
practically design their own reports by entering different
information filters.

9y 3l 3Ss R2y QG RIGF RdzYLJ
Stakeholders can sometimes be sceptical creatures —
formal audits and mountainsofdatad on’ t necessarily
assure all of them. Many want to see the whites of your
eyes, telling them how it is and allowing them to
/ . . . respond. The call for more stakeholder dialogue by our
Knowing your intended audiences comoan o
panies and other large organisations has been one of
is the key —who are you trying to the key drivers behind the development of sustainability

. ing — d transparency can take you far,
5 reporting —openness an
reach? What is your key message but at the end of the day, the report is there to allow for

and whom are you trying to inform a well-informed dialogue between interested parties. Use
. the report as an engagement tool, or lose a lot of its
or influence? What format has the potency as a trust builder.
beStChanceofreaChmgyour The GRI readers’ survey results

listeners?’ context —the responding stakeholders expressed a clear
desire for a stronger role for stakeholders in reporting.
They want a greater role in issue selection, commentary
from critical stakeholders, and stronger evidence on how
companies are responding to feedback in their strategy
Iannd tarcgelts.d-lgwrevert stéakeholder engagement is not

What Assures?
Although reports are becoming increasingly common, the

shadow of i‘ngredn ngaesh on. | T that hould do ¢ v with th
enhance the credibility of their reports, reporters are merely something that you should co 1o comply wi €

. . . . GRIs and AA1000s of this world —if well executed with an

increasingly seeking external assurance. According to o )

KPMG'"s 2008 survey, formal Pe fn'Pdd't caﬁ'.sera ?Overfééltﬁoéff’r%easfn'n%agdv e risen

from 30 to 40% from 2005 to 2008 respectively. Here the lnnovation. ompanies that excel
specialist AA1000 Assurance Standard is providing the
international community with a useful source of
principles to judge the quality of reporting in support of
the popular GRI reporting guidelines. In addition 27% of
reports include other forms of third party statements,
such as subject matter experts or opinions from
stakeholder panels. This helps not only to provide
credibility to the report, but acts as a differentiating
factor to the company.

environments use engagement as a strategic learning
tool. They use it to find solutions to complex
sustainability issues that simply cannot be addressed by
single societal actors on their own. Engagement helps
you to see the future, anticipate emerging issues and get
prepared to turn potential challenges into opportunities.

Communicate, communicate, communicate

Many organisations find themselves thoroughly

exhausted when the first report finally comes from the

printers. However, this is where the fun really starts! The

bad news is that formal sustainability reports are still

read by only a handfuls’of ‘profe
the ones whose job it is to read them. The men and
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women on the street are still mostly blissfully unaware or
disinterested in corporate sustainability reports. And
your next job is to do something about this. A report
without an integrated communication strategy around it
is worth very little. Certainly it will be studied by the
experts and sustainability enthusiasts but to get the
message across to your employees, your customers, your
suppliers, your local community etc, you need tailored
communications media and messages to reach your
desired audiences. With most of these stakeholders, your
report is your reference point. Slice it to different
audiences, use it as a billboard and as a footnote,
transpose it to a song if that is what you are known for.
Sustainability brand builders do exactly that. Look at
Mark & Spencer for instance —they communicate their
celebrated Plan A sustainability strategy using the whole
arsenal of corporate communications, PR and advertising
tools. The report is the starting point.

‘The bad news is that formal
sustainability reports are still read
by only a handful of ‘professional
stakeholders’ — the ones whose job
it is to read them. The men and
women on the street are still
mostly blissfully unaware or
disinterested in corporate
sustainability reports. And your
next job is to do something about
this.”

Where in the World?

Having said all this, a lot of the reporting story still plays
out very differently depending where in the world you
are. We can certainly identify international best practice
and acknowledge global standards, but at the end of the
day we all need to approach this with a sensitivity and
understanding of local expectations, practices, standards
and principles uniquely applicable in our communities —
whether business, not for profit or something else. After
all, a Frenchman is not a Finn and a Saudi hardly ever
speaks Swabhili.

Voluntary standards and best practice provide
frameworks for thinking and consolidate commonalities —
luckily they are not yet written in stone. Regional and
sectoral experimentation is not only desirable, they are a
must if we are to make reporting work in new contexts.
Financial reporting has more than a century of practice
and legislation behind it. Sustainability reporting is still a
toddler. Toddlers learn fast and often come up with
delightful innovations. Enjoy the journey!

SUSTAINABILITY
ADVISORY
GROUP

Tomorrow's Value - The Global Reporters 2006 Survey
of Corporate Sustainability Reporting. This is the fourth
international benchmark survey of non-financial
reporting, built around the SustainAbility/UNEP
benchmark methodology. The Global Reporters series
has become the ‘gold standard’ f
in corporate sustainability reporting and have served as
background material for awards schemes, investor rating
research, performance benchmark studies as well as
material for a wide-range of media studies and
commentaries on the developing practice of non-
financial reporting.

DwL &/ 2 dZyhéreadess talle ¥n sustainability

reporting. This is the first comprehensive survey of

readers of sustainability reports, run from October 2007

through the end of January 2008.
survey looks for the first time at the readers, their

preferences and behaviour. Nearly 2300 readers and

non-readers from around the world answered the survey

questions.

ACCA UK Awards for Sustainability reporting 2007. This
is probably the most influential sustainability reporting
awards in one of the most mature market places for
sustainability reporting.

YtaDQ& wnny LYGSNYylFGAzZ2Y!I ¢
Responsibility Reporting publication. This survey is
conducted every 3 years and comparable data from 2002,
2005 and 2008 has proved exceptionally useful in

tracking international trends in sustainability reporting.
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Global Reporting Initiative G3 Reporting Guidelines. The
most widely accepted and applied voluntary guidelines
for sustainability reporting internationally.

AA1000 Accountability Principles Standard. A set of high
level principles aimed to guide the design of an
accountable and strategic response to sustainability by
organisations.

AA1000 Assurance Standard. A standard for assurance
providers that enables them to evaluate the level of
adherence to the Accountability Principles and the
reliability of associated performance information by a
reporting entity.
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Maria is one of the pioneering
practitioners in the fields of corporate
responsibility and sustainability
management, stakeholder
engagement and assurance. She has
worked exclusively in the field since
its earliest days in pivotal roles at The
Body Shop, KPMG and AccountAbility.

Abbe Le Pelley: Abbe has almost a
decade of professional experience in
corporate social responsibility, socially
responsible investment and corporate
communications.

Before joining SA Group, Abbe helped
to found the Centre for Responsible

Business at the Dubai Chamber of

Her former clients include BBC, BSkyB, The Gap, ING .
Commerce and Industry. As Manager of CRB, the first

Bank, Nakheel, Nike, Novo Nordisk, Pfizer, Shell, Siemens

) CSRf ocused organisation in the UA

and Westfield. . . . .
focused on raising the profile of CSR in Dubai and

Maria was instrumental in setting up the AA1000 delivering value to Chamber members in the core

Assurance and Stakeholder Engagement Standards and function areas of research, consulting, training and

she currently sits on the Technical Advisory Committee of programmes.

Gl obal Reporting Initiative,., Maria’ g publications include
Abbe previously worked as a Public Issues Manager for

The Stakeholder Corporation — A Blueprint for

Maximizing Stakeholder Value. Barclays Plc and a SRI Analyst for Jupiter Asset

Management. Here she specialised in business ethics,
Her recent number three rankingin CSRIn't e r nat i o n gputatfonal risk, public interest issues, sustainability
global top 100 leaders advisory category reflects her related policies and standards, reporting and

profound and continuing impact in this field. communications, and managing stakeholder dialogue, as
she worked in-house to develop and embed these
systems and externally to assess them.
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