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Foreword

How sustainability drives value creation has
become a more urgent question in recent years.
There is growing attention from employees,
consumers, regulators, and investors and this has

sparked numerous controversies.

In the summer of 2023, Robert G. Eccles and
Alison Taylor published an article in Harvard

Business Review, The Evolving Role of Chief

Sustainability Officers. Their research highlighted
that companies leading the sustainability charge

had a more commercial and integrated approach
throughout the business. Sustainability was
factored into the overarching business strategy,
with all members of leadership on board.
Naturally, this required a capital investment,
which necessitated alignment with the CFO and
integration of sustainability into core governance.

This report now looks at the full spectrum of
practices in corporations, showing a large gap
between a limited number of leaders and the

laggards that make up the majority of the market.

We see a world where companies say they focus
on sustainability as a tool for value creation but

lack the capital allocation and operational focus to
back this up. Many reasons are given for what gets

in the way, but there is limited commitment to
tackling them.

In a politicized context, this can create the
worst of all worlds. Companies are judged to be
distracting from their fiduciary duties because
they spend time and resources on press releases

and board meetings about sustainability but don’t
demonstrate bottom-line outcomes. It used to be

the case that a sustainability strategy had more
to do with attractive storytelling than managing
the critical environmental and social issues that

matter for value creation. Now, with a spotlight on
greenwashing, hypocrisy, and political backlash,
storytelling without substance can both damage
the bottom line and fail to deliver impact.

The solution is not running away from
sustainability as value creation. Rather,
companies need to back up their rhetoric with
practical action, closing the key gaps of capital
allocation, implementation, integration, and

data to understand and deliver the full value of
sustainability. New reporting requirements are
combining with sharper investor attention and
will enable companies to better demonstrate the
contribution of sustainability to value creation - if
they are doing it for real. The imperative now is to
place sustainability at the core of strategy, rather

than treating it as a siloed, reporting-focused effort.



https://hbr.org/2023/07/the-evolving-role-of-chief-sustainability-officers
https://hbr.org/2023/07/the-evolving-role-of-chief-sustainability-officers
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Executive Summary

In November and December of 2023,
we surveyed 234 senior leaders from

a wide range of industries about the
value of sustainability. Respondents
were in a range of functions, including
sustainability, finance, and technology.
The purpose of this research was to
better understand how companies

see sustainability as a driver of value
creation, the barriers this faces, and the
progress on integration especially within
finance and technology functions. This
report summarizes what we heard.

Headline findings:

Senior leaders describe themselves as committed
to and focused on sustainability, but capital
allocation and other operational decisions tell

a different story. While most senior leaders see
sustainability as commercially important, only half
of senior management teams are highly focused
on it, and only half of them allocate significant
capital to it. This is the challenge this paper
explores - that despite a large amount of rhetoric
given to sustainability, companies have shown
limited action and a lack of meaningful progress
on creating value from sustainability.

We've identified four gaps that stand in the
way of making sustainability meaningful to
corporate strategy and value creation: capital,

implementation, integration, and data.
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Executive Summary: The Four Gaps

The capital gap: Despite high importance, capital is limited

Over 90% of survey respondents say that sustainability is “very important” (67%) or “fairly
important” (26%) to commercial success. The research shows that about 50% of senior
management teams say they are highly focused on sustainability risks, opportunities, and
impacts, yet only about half of those cases are getting the level of capital necessary to

mitigate the risks, seize the opportunities, or manage their impacts.

The implementation gap: Sustainability is seen as creating value mainly through
reputation, not operations

Our respondents see sustainability delivering the most value in areas of marketing and PR
namely enhancing the company’s brand and reputation, strengthening stakeholder and
community relationships, and facilitating partnerships and collaborations. These areas are
focused on perception, are difficult to associate with monetary value, and are divorced from
operation. Fewer see sustainability contributing to the commercial areas of the business,
such as growing sales, attracting investments, ensuring a stable supply chain, reducing costs,
and managing climate risk. Activities closely associated with such commercial areas are what

typically drive capital allocation, so the weak progress becomes easier to understand.

When asked about the most helpful actions to unlock more value from sustainability, the
lead opportunity is the core operational area of R&D and innovation followed by engagement
with customers and suppliers. For finance and technology leaders more than sustainability
leaders, defining a clear set of priorities, goals, and targets is very important, suggesting a gap

in alignment and understanding that needs to be closed.
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The integration gap: Low collaboration limits progress

Without sufficient capital or alignment among teams, sustainability integration is also

likely to suffer. Despite the stated importance of sustainability to commercial success, only
37% of our respondents believe sustainability is “very integrated” into the core of their
business. Low integration of sustainability into key functions such as finance and technology
means there is less opportunity for those on the sustainability team to understand the
commercial opportunities for the business. While these functions are seen as important

for making substantive progress on sustainability within businesses (86% for finance and
75% for technology), senior leaders perceive limited collaboration between them and

the sustainability function. However, despite the low baseline, most report an increase in

collaboration over the past two years (70% with finance and 63% with technology).

The data gap: Poor data quality on sustainability performance hinders

value creation

Technology can help track and manage sustainability risks, opportunities, and impacts,

so long as there’s high-quality data to analyze. Of our respondents, 80% say that high-
quality data on sustainability performance is “very important” for realizing the full value

of sustainability and 15% say it is “fairly important.” Yet only 8% say they currently have
“very high-quality” data, with another 19% saying they have “high-quality” data. Lack of
data makes is harder to test hypotheses about how sustainability is creating value. Given
this challenge, nearly two-thirds say they have increased funding in data collection and
management solutions for sustainability for the last two years (63%) and plan to do so for

the next two (65%).

High-quality sustainability data is essential for meeting the new reporting standards from the
International Sustainability Standards Board (ISSB) and EU Corporate Sustainability Reporting
Directive (CSRD). These regulations are widely seen as challenging to meet - especially for
CSRD, for which three in five (59%) say they will have a “very difficult” or “difficult” time

fulfilling, compared with only 31% who expect the same challenges with ISSB.
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Executive Summary: Actions
Needed to Close Gaps and Drive

Value Creation

The implications of this survey are clear.

While sustainability, finance, and technology
professionals see great potential value in
sustainability, only half of them believe this view

is shared by their senior management teams, and
capital allocation remains low. Reputation is the
area where leaders most often see sustainability
creating value, leaving an opportunity to better
implement sustainability into operations to drive
true value. This will require greater integration of
sustainability into the core of the business, starting
with finance and technology, which are seen as
having a critical role to play. Companies will also
need to make greater capital investments to inject
sustainability into these functions and others, such
as R&D and innovation. Companies do not yet
have the quality data necessary to meet new (ISSB
and CSRD) and existing (GRI) reporting standards,
and while they are investing in this area, whether
they’re investing enough or acting fast enough
remains to be seen. However, data gathering
alone will not solve all problems. Just as senior
“focus” has not been enough to create significant
action, this all needs to be hardwired into strategic
discussions and capital allocation decisions.

Bottom line: Senior management teams
have been slow to provide the proper
attention and investment to sustainability
operations. There’s much room for
improvement in the realms of capital,
implementation, integration, and data to
realize the true value of sustainability in
the business. Better data will be needed
to meet the impending requirements of
ISSB and CSRD, and these standards will
help companies better understand and
report on the link between sustainability
and value creation.
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The Capital Gap

Despite high importance, capital

is limited

The senior leaders we engaged overwhelmingly
see sustainability as a commercial proposition;
over 90% say it is “very important” or “fairly
important” to commercial success. This is a
significant change from the long-run history of
business, where costs on people and planet were
not factored into pricing; neither were the risks
and opportunities these costs create. Corporate
values and ethics were often seen as a strictly
optional strategy for differentiation.

Perceived Importance of Sustainability for
Commercial Success

93%

say sustainability for
commerical success
is “important”

Il Very important

Fairly important

Neither important nor unimportant
Not very important

Not at all important

Don't know

The commercial refocus is increasingly driven
across stakeholder groups, including investors,
employees, consumers, and civil society. It is
also increasingly made legally binding through
reporting mechanisms that demand companies
measure and report on how sustainability issues
impact their bottom line.

This may seem like great progress, but the truth

is that not nearly enough is being done to create
systemic change within organizations. In addition,
we have seen an ESG backlash, which challenges
this focus, especially in the US. This, combined
with ongoing geopolitical crises, continue to divert
attention away from sustainability.
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Sustainability advocates are struggling to convince
the wider business to act in spite of other
pressures. We immediately see a drop-off in
senior attention here; only around 50% of senior
management teams are putting “high” focus into
the sustainability risks, opportunities, and impacts
that drive commercial results. This suggests

gaps around the business case for investing in
sustainability, which we will explore.

Senior Management Team Focus vs Capital and
Resource Allocation

Sustainability risks

Sustainability opportunities

Sustainability impacts

[l High focus

[l High capital and
resource allocation

The more noticeable and challenging drop-off

is the gap between senior focus and capital
allocation. Half of all senior teams show a high
level of focus, but only a quarter of all senior
teams allocate significant capital to deliver on this
apparent priority. This is a huge and damning gap,
suggesting that it is easy to say yes to sustainability
but much harder to act on it. For too long,
sustainability advocates have relied on the idea
that if leaders are enlightened on the issue and
can be persuaded to talk about and focus on it,
then progress is inevitable.

Here we face the gap between values and
behaviors. Senior leaders and teams may care
deeply, intellectually understand the challenges,
and feel personally committed. But when this
does not match the day-to-day behaviors and
systems of running a business, it becomes an area
of great talk and focus but receives little action.

Progress means working harder to understand
and close these gaps and dealing with practical
aspects beyond winning hearts and minds. Here,
we explore three of those practical angles to
close gaps and drive impact: the areas where
implementing sustainability drives value, the
integration needed across teams to recognize
and deliver this value, and the data that supports
measurement and therefore management.
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The Implementation Gap

Sustainability is seen as creating value mainly through reputation, not operations

We identified 12 areas where sustainability could add value. The areas that are rated as delivering the most
value are around perceptions and relationships such as enhancing the company’s brand and reputation,
stronger stakeholder and community relationships, attracting or retaining employees, and facilitating
partnerships and collaborations. These can deliver great value but can repeat a pattern where sustainability
teams are asked to focus mainly on reputational areas. The danger is when better perceptions become
seen as an end in themselves, divorced from the core operations and overall direction of the business,
areas these teams are not given influence over. This can lead to accusations of limited progress

and greenwashing.

Perceived Value of Sustainability Areas, “High Value” / “Very High Value”
Categories of Value
. Perceptions and relationships . Bottom line: Sales, innovation, investment, and costs

. Risk, continuity, and compliance . Advocacy

Enhancing brand/reputation 73%
Stronger stakeholder/community relations 67%
Employee attraction/retention
Facilitating partnerships and collaborations 63%
Driving innovation 63%
Complying with regulations/avoiding lawsuits 5

Managing climate risk 56%

Growing sales 50%

Attracting more investment 45%

Ensuring a stable supply chain 44%

Increasing efficiencies/reducing costs 42%
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Influencing sustainability public policy 36%
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Fewer see value coming from areas directly linked
to core operations that often have more direct
commercial measures, such as growing sales,
attracting more investments, and reducing costs.
Likewise, the value of managing risks, from climate
change risks, including a disrupted supply chain, to
legal risks for non-compliance, is rated lower.

These operational and measurable areas of the
bottom line are the areas that senior management
teams most often discuss and use to make

their capital allocation decisions. So it is not
surprising that we see the new nominal support
for sustainability not turn into new investment
behaviors.

Most Helpful Actions for Unlocking Value from
Sustainability (Respondents Chose Their Top 3)

More sustainability-oriented R&D/innovation

Engagement with customers

Engagement with supply chain

Defining a clear set of goals/targets related to sustainability
Improved sustainability metrics

Collaboration with organizations on best practices
Identifying which topics are most material to the business
Engagement with investors

Improved reporting process

Engagement with affected stakeholders

Other

This suggests that leaders will be able to drive
impact by better demonstrating how and where
sustainability can drive value in the tangible areas
senior management teams allocate funds to.

Indeed, when we explored what actions could
deliver more value from sustainability, R&D and
innovation came first. This is a tangible area that
traditionally attracts significant capital and drives
change across the organization, from improving
efficiencies to increasing sales. It also suggests
that driving further value means improving the
fundamentals of what a company offers and
how it delivers that — not just enhancing existing
relationships.

Top four actions by functions:

. Sustainability

. Finance & Tech

42%

37%

w

2%

31%

29%

28%

24%

20%

16%

13%

10%

< IIIIIII
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The next top two actions are improving
engagement with customers and the supply chain.
These focus on relationships, but in particular,
relationships with clear commercial stakes. Indeed,
many retailers are demanding more specific
sustainability standards from brands that want to
appear on their shelves and want to continue to
appear on their shelves, as Tesco threatened to
delist suppliers that fail to match its aim to reduce
excessive plastic packaging.

Finance and technology leaders place greater
importance than sustainability leaders on defining
a clear set of priorities or material topics. This

suggests that even where sustainability teams may

feel they have a clear prioritization and strategy

in place, there is an alignment gap with other
functions. This is an opportunity to better involve
finance, technology, and other C-suite functions,
building alignment, ownership, and accountability
across the team. For example, this could mean
closer collaboration in strategy and materiality
conversations, so all are clear about the links
between sustainability actions, the bottom line,
and capital allocation.

These implementation, capital, and alignment
gaps show that sustainability needs to be better
integrated into the business.



http://threatened to delist suppliers
http://threatened to delist suppliers
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The Integration Gap

Low collaboration limits progress

The positive news from the study is that the more
a business integrates sustainability, the more
likely it is to see the value of sustainability, so
integration can drive the results needed. However,
while 67% of respondents view sustainability as
“very important,” only 37% consider it to be “very
integrated” into the core of their business.

Sustainability: Perceived Importance vs Level
of Integration

_—

"Very important" "Very integrated"
ry imp ry g

This is where financial and technology leaders
play a pivotal role: With the right data technology,
they can help senior leaders understand what
drives impact. Nearly nine in ten leaders see

the finance function as important (53% “very
important” and 33% “fairly important”) for
making progress on sustainability in the business,
and three-quarters agree with the same for the
tech function (34% “very important” and 41%
“fairly important”). However, there is a major gap
between the potential and the low current levels
of collaboration between sustainability leaders and
their counterparts in finance and tech.
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Finance and Technology: Perceived Importance
vs Collaboration in Sustainability

Finance
B —
Tech

Cmm——)

[l 'Very important" to make progress on sustainability

[ "Alot" of collaboration with sustainability function

The gaps do not stop here. Finance and
technology leaders report that there are higher
levels of collaboration with sustainability functions
than sustainability leaders believe there are.

This suggests misaligned expectations on how
much collaboration is needed. C-suite leaders
also believe there is more collaboration among
these three functions than non-C-suite leaders.

At best, this could mean that integration is more
advanced and driven more strongly at the C-suite
level and at worst that integration is not actually
as advanced as the C-suite imagines it to be across
the enterprise. The challenge for sustainability
leaders will be to ensure the needed level of
integration to close the gaps and drive action, not
just consideration, when finance, technology, and
C-suite leaders may assume they have gone far
enough already.

The positive sign is that most leaders report an
increase in collaboration between sustainability
and the finance and technology functions over the
past two years, an indication that although there
are several gaps to fill, leaders are joining forces to
integrate sustainability, albeit at different paces.

Greater mutual understanding, clarity, and
alignment are needed to accelerate sustainability
integration. There is no silver bullet to solve these
issues. However, better data and the ability to
measure impacts and progress can help

align teams.

Change in Level of Collaboration Over Last
Two Years

Finance 32% 37%

Tech 18% 45%

I Much more collaboration

[ More collaboration
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The Data Gap

Limited access to the quality data needed
for effective management

Ninety-five percent of leaders consider access to
high-quality data on sustainability performance
to be important for unlocking the full value of
sustainability (80% believe it is “very important”
and 15% “fairly important”). However, access

to high-quality data is a challenge, and fewer
than three in ten (27%) say they currently have
high-quality sustainability data at their disposal.
Our findings also show that those with better
access to high-quality data are more likely to value
sustainability than those who have limited access.

Perceived Importance of “High Quality”
Sustainability Data vs Perceived Quality of
Current Sustainability Data

B “Veryimportant”/“fairly important”

. Currently have access to “very high”/
“high” quality data

To help bridge this gap, around two-thirds of
leaders report that they have increased funding
over the past two years for data collection and
management solutions and expect to increase it
further for the next two years (63% and 65%,
respectively).

The drive for data is accelerated by the increasing
regulatory and reporting pressures from sources
such as the ISSB and CSRD. At least two-thirds say
they “know a lot” or a “fair amount” about these
reporting standards (68% and 67 %, respectively),
while nearly eight in ten (78%) say the same for
the Global Reporting Initiative (GRI). However,
this well-informed group is more likely to view
compliance with each standard or reporting
requirement as being more difficult than easy, with
CSRD identified as being most challenging, and
nearly six in ten (59%) believe it will be “difficult”
or “very difficult” compared with 31% saying the
same for ISSB and 26% for GRI.

High-quality data is important to support this.
However, sustainability data should not be
collected and managed simply for the sake of
compliance and reporting. Neither collecting
the data nor reporting on it guarantee that
sustainability will drive value. Data collection
without action perpetuates a false impression
that senior teams are focusing on sustainability
when they aren’t. Instead, teams need sufficient
resources and upskilling on how to feed
sustainability data into the overall business strategy
and integrate into all parts of management so it
drives capital allocation decisions.
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In Summary

At a time of great need and limited action, there is an opportunity to move

faster by closing four main gaps:

Capital Gap:

It’s not enough for senior
management to list sustainability
as a focus area. Allocate sufficient
capital to sustainability initiatives,

and hold teams accountable for the
action they take with it.

Implementation Gap:

@ Make a stronger case for the impact
sustainability has on the core
operational and commercial focus
areas of innovation, costs, and sales,
not just relationships; align with the

measurable areas that guide
capital allocation.

Integration Gap:

Deliver a stronger case and build
buy-in by better integrating key
functions, especially finance

and technology, which have the
expertise and tools to help measure
and manage in line with senior
management team expectations.

Data Gap:

Harness better data to build

out the business case and meet
growing compliance demands
while ensuring the data is used as
a tool for guiding, challenging, and
validating strategic decisions, not

just reporting and compliance.
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Methodology

The survey was managed by GlobeScan and conducted between the 7th of November and 19th

of December 2023. A total of 234 senior professionals, mostly working in finance, technology, and
sustainability functions, participated in the survey. The survey was distributed through a variety of
channels including direct emailing, newsletters, and LinkedIn to reach the target audience. Below are key

characteristics of the sample.

Sample Distribution by Function

Sustainability Finance ) Tech
‘ n=160 m n=21 A n=13

Sample Distribution by Seniority Sample Sistribution by Company Size

Less than 1,000 staff
B C-Suite
1,000 to 9,999 staff
[ Non-C-Suite
10,000+ staff
[l Prefer not to say
Prefer not to say

Sample Distribution by Sector Sample Distribution by Region

Financial services [JJJj 192 North

America - 48%
Europe - 35%

Professional services - 17%
Comms/technology .15%

0,
Manufacturing . 14% APAC . 10%
Consumer prod./retail . 14% LatAm I 3%
. Africal | 5o,
Food/bev./agriculture .12% Mid. East | o
Infrastructure/utilities/ l 0% Prefer not to say | 2%

transport/logistics

Energy/extractives [ 9%

other [ 22%
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