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Introduction
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Sustainability should be at the core of the purpose and activities of the business launched by the sustainability entrepreneur and planning for embedding sustainability into the entire organization, including sustainability reporting, should begin even before the business “goes live”.  Early planning allows for integrating sustainability into the business model and operations, which can help the sustainable entrepreneur manage risks, attract investors, and meet customer expectations for responsible business practices.  Sustainable entrepreneurs should be thinking about which sustainability issues will be at the center of the organization’s activities: achieving environmental impact, developing solutions for social and human rights issues, and building and maintaining a reputation as a sustainability leader and ethical and trustworthy business.  Goals and objectives will need to be established, data for tracking progress will need to be collected and analyzed, and relations with stakeholders will need to be nurtured through engagement and continuous communications.  

Committing to regular reporting on sustainability activities is an important and necessary step for sustainable entrepreneurs and should not be taken until he or she is familiar with all that will be required and relationships have been forged with sustainability experts who can serve as guides.  However, he or she should not get hung up on pursuing perfection and thus miss out on the benefits that reporting during the earliest stages can provide.  Reporting and communicating on sustainability at that point is a good way to demonstrate a commitment to transparency, even though much of the work has yet to be completed or planned.  Early reporting and communications should include information on deficiencies and problems that have been identified and the proposed steps toward remediation including consultation with stakeholders impacted by a particular issue. 

When preparing to embark on their journey of sustainability reporting, sustainable entrepreneurs should follow a deliberate process that involves not only preparation and distribution of the report but also careful consideration of the sustainability-related goals and commitments of the organization and the expectations of all the organization’s stakeholders.​[1]  The process typically involves all or most of the following steps, many of which overlap and will be worked on simultaneously:


  Identify and define the objectives for the organization’s sustainability reporting activities.

  Designate a leader and assemble a team to take the first steps in organizing the sustainability reporting process.


  Conduct an initial sustainability assessment against one or more generally accepted sustainability standards including engagement with internal and external stakeholders.


  Choose the reporting framework(s) that are most suitable for fulfilling legal requirements applicable to the organization and the expectations of stakeholders, and which are aligned with the organization’s sustainability-related commitments.


  Identify potential topics for coverage in the report, which can be done by referring to the topics included in the major sustainability reporting frameworks, so that they can be included in the surveys and other tools deployed to collect data on the business performance of the organization and the expectations and concerns of stakeholders.  


  Conduct a materiality assessment to identify the sustainability-related issues and topics that are most material to the financial sustainability of the business and which have the biggest influence on the social and environmental impact of the organization’s business activities on the human rights of its stakeholders.


  Establish goals and commitments for each of the material sustainability-related topics emerging from the materiality assessment and select an appropriate set of qualitative and quantitative indicators that can be used to measure progress and report the impacts of the organization’s efforts to achieve those goals and fulfill its commitments.


  Develop and implement a plan for collecting and verifying the data that will be required to provide all the information necessary for a completely accurate sustainability report.  


  Prepare and disseminate the sustainability report in line with the selected reporting frameworks and a formal plan for communicating the results of the reporting process with all the organization’s stakeholders.


  Integrate sustainability reporting into the organization by developing policies, processes, structures, practices, and cultural norms to support the report activities associated with the organization’s sustainability initiatives.

  Establish procedures for verifying the procedures used to complete the sustainability reporting process and measure conformity of process to the reporting standards selected by the organization.

  Commit to continuous evaluation of the effectiveness and scope of the organization’s sustainability initiatives (including reporting) and generation of ideas for modifying and improving those initiatives.  



The success of any of an organization’s sustainability initiatives depends on support and collaboration from both internal and external stakeholders, and they need to be included in planning and executing all the steps involved in the sustainability reporting process.  To achieve this, organizations can employ a variety of communication methods such as roadshows, in-house meetings, company bulletins, staff training, the corporate website, social media platforms, and other venues where sustainability topics and initiatives can be shared and feedback secured regarding what topics and issues are most important to each stakeholder group.  Communication and engagement also build awareness of the reporting efforts and provides the organization with opportunities to remind employees and others exactly what is being measured for reporting purposes.  Stakeholder engagement is important for all organizations; however, it can be particularly valuable for sustainable entrepreneurs as a means for including employees, customers, community members, and investors in some of the key early decisions that set the tone for their sustainability strategies.  When engaging with external parties such as customers and investors, sustainable entrepreneurs should first review public information on their websites that might provide clues about their views and priorities relating to sustainability with respect to their suppliers and portfolio companies.
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2

Identify and Define the Objectives for Reporting  
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Reporting on the activities of a sustainable entrepreneurship undertaking seems like a good thing in and of itself and reporting is an activity expected under all the major sustainability standards.  However, really thinking about and understand the “Why” of the reporting initiative for the organization is important because it will drive other activities such as the scope and focus of stakeholder engagement, the type and amount of data to be collected and analyzed, the human and financial resources that will need to be dedicated to the project, the content and focus of the report and how information is presented, and the schedule of the reporting activities.  If the organization is subject to mandatory reporting, the requirements of the applicable regulations will obviously be part of the objectives for reporting.  Other key considerations include the expectations of key stakeholders; the readily identifiable sustainability-related risks and opportunities associated with the business model of the organization; the characteristics and activities of the business that the organization would like to highlight to enhance brand value and reputation; and the scope and content of sustainability reporting issued by peers in the industry. 

When sustainability reporting began in the 1990s, it was almost always a voluntary choice by organizations; however, as time has gone by more countries, directly or through their membership in regional bodies such as the European Union, have imposed stricter requirements on businesses operating within their border to measure and report on performance with respect to a range of environmental, social, and governance (“ESG”) metrics while continuing to require detailed reporting on financial performance.  As a result, capital providers (i.e., investors and asset managers) and larger companies have required their portfolio companies and business partners to provide information on their ESG and sustainability commitments and performance, both to include such information in their reporting and to ensure that they are not linked with organizations that are engaged in activities that would harm their reputations and diminish their brand value.  Sustainable entrepreneurs should now expect that the commitments and performance of their businesses on various sustainability related issues will be scrutinized during the due diligence process leading up to a decision by a venture capitalist to invest in the business or a decision from a prospective customer on some form of business alliance.

When considering the objectives for sustainability reporting, emphasis should be placed on deriving one or more of the benefits that sustainable entrepreneurs have realized from implementing reporting even when their organizations were small, and resources were relatively meager.  First and foremost, sustainability reporting should be appreciated as a tool for improving sustainability performance, both financial and non-financial, improving the organization’s business model, and identifying and managing financial and non-financial risks and opportunities that are key to the sustainability of the business and its long-term growth.  Other important elements of the “business case” for sustainability and sustainability reporting are meeting requirements of potential customers, which as noted above can lead to opportunities to do business with larger companies and expand the customer base to include the growing number of people who only want to buy from businesses that are transparent and accountable and demonstrate that they value the environment and society; attracting talent from a pool of workers eager to work with organizations that demonstrate their social responsibility and environmental consciousness through reporting and are committed to making a positive impact on issues such as climate action, diversity, equity, and health and wellness; as discussed above, securing capital from a growing pool of impact investors; and applying the tools of entrepreneurship and innovation to difficult sustainability problems to uncover solutions that afford the sustainable entrepreneur a long-term competitive advantage.​[2]

Sustainable entrepreneurs should also heed the advice of the Global Reporting Initiative (“GRI”), which has argued that transparent reporting and communicating about sustainability initiatives and programs creates valuable internal and external benefits for small and medium-sized enterprises (“SMEs”) even though they certainly do not resources to engage a professional auditor or prepare elaborate sustainability reports.​​[3]  Among the internal benefits that were noted were the following:


	
Forging and Describing Vision and Strategy: By placing their purpose, vision, and strategy into the context of global sustainability during the sustainability reporting process SMEs can establish a direction for their activities and make that direction clear and explicit for their stakeholders. 

	
Developing Effective Management Systems: For sustainability management and reporting to be effective SMEs must invest in the development of management systems that can track and analyze data and use the results to identify and exploit opportunities for improvement, efficiency, and cost savings. 

	
Identifying Strengths and Weaknesses:  Committing to reporting and communicating drives managers of SMEs to seek out early warning signs of emerging issues that provide a chance to grasp opportunities and address potentially damaging developments before they grow into problems that threaten the survival of the organization.

	
Recruiting and Motivating Employees:  Communication, including reporting, is essential for recruiting and motivating employees through engagement in sustainability, leading to a workforce that is loyal and committed to the organization and its mission.



As for the important external benefits to SMEs from sustainability reporting and communication, GRI cited building goodwill and reducing reputational risk; improving product image and branding; signaling quality and good management that leads to new sources of capital and reduced costs of financing; building or restoring trust among stakeholders through increased and improved stakeholder engagement; and increased customer satisfaction and loyalty, leading to more opportunities to collaborate with business partners as members of their trusted supply chain network.  These benefits were consistent with the findings of others who had researched companies that had developed competencies in sustainability reporting and found that their efforts were motivated by improving stakeholder engagement, increasing transparency, strengthening company values and integrity, and increasing brand value, all of which were market incentives that benefitted not only the organizations financially and operationally but also society.​[4]

In its publications, GRI has continuously encouraged SMEs “to start reporting to show what their business is about, how they do business and how they manage their sustainability impacts” and has made it clear that SMEs “can start small scale and may grow over time to be in accordance with the GRI Standards”.​[5]  Regardless of how and when they get started with reporting, SMEs should adopt and follow the core principles of reporting under the GRI Standards: Accuracy; Balance; Clarity; Comparability; Completeness; Sustainability Context; Timeliness; and Verifiability. Specific suggestions from GRI to SMEs on their principles-based reporting include​[6]:


	Present the company’s understanding of sustainable development and draw on objective and available information and measures of sustainable development for the topics covered in the report.

	Present the company’s performance with reference to broader sustainable development conditions and goals.

	Describe how sustainability topics relate to the company’s long-term organizational strategy, risks, and opportunities.

	Describe and map the company key stakeholders and the outcomes from engagement with those stakeholders during the process of preparing the report.

	Organize the report around the current sustainability topics and issues that represent significant risks for the company and its areas of operation, and which have been identified by stakeholders as being their main sustainability interests.

	Consider the main topics and future challenges for the sectors and regions in which the company is operating, or proposes to operate, as reported by peers, competitors, or expert bodies with recognized credentials in the field.

	Consider the current and potential impact on the company’s business, stakeholders, and strategic relationships of relevant laws, regulations, international agreements, or voluntary agreements.

	Prioritize all relevant information based on the principle of “double materiality” including both the impact of sustainability issues and topics on the company’s financial performance and the internal and external impact of the company’s operations on people and the environment. 

	View the reporting process not as a burden but as part of an overall strategy to continuously improve the company’s operational performance and enhance the company’s reputation in the market.



_______________

Questions for New and Small Businesses Launching Sustainability Reporting

Sustainability reporting is often seen as a daunting and challenging project for new and small businesses and sustainable entrepreneurs often complain that they do not know where to start.  However, the Global Reporting Initiative (“GRI”), the developer of the GRI Standards used by thousands of organizations around the world to describe and report the progress of their sustainability initiatives and programs, and the International Organization of Employers partnered to generate the following list of questions that new organizations can use the develop a process for launching their reporting process:


  Scope and Strategy: How does your organization communicate what it is and what it does, including showing your commitment to being environmentally, socially and economically responsible? Provide a clear picture of how your organization creates value, and of your operations and activities. Explain how your business strategy incorporates sustainability into programs, priorities and executive level decision making. When describing value, consider value created for the company, the employees, local communities, and the wider economy.

  Governance and Accountability: How is your sustainability strategy led, and what policies and structures are in place to ensure organizational accountability when it comes to meeting sustainability objectives? Show how your senior executives are involved in leading sustainability programs and key initiatives.


  Stakeholder Inclusiveness: How does your organization identify the stakeholder groups that will have the greatest impact on your long-term viability? How do you engage with these stakeholders? How do you use their feedback to better understand and anticipate future risks and opportunities?  Identify your key stakeholders and show how they are being engaged. Explain how you have addressed–or will address–their highest priority topics and how this is reflected in your sustainability initiatives.


  Material Topics: How does your organization present topics that are particularly important to you and your key stakeholders?  Indicate your material topics while explaining how these topics were identified and addressed both in your current strategy and programs and your strategic planning. 


  Key Performance Indicators, Performance and Impact: How does your organization measure sustainability performance? How do you know whether your sustainability performance is advancing, and how it is impacting society, the environment and your bottom line? Use key performance indicators (KPIs) corresponding to high-priority topics to show how your performance is improving and whether you are meeting expectations/targets.


  Data Quality: How clearly do you communicate your sustainability priorities, plans and performance? Do you provide a well-rounded picture of your successes, challenges, risks and opportunities? Are you open about improvement points? How do you prove the accuracy of your performance data and the credibility of your claims? Is the information presented in a way that is sufficiently accurate and detailed for stakeholders to assess your performance?  Sustainability reports should be credible. This means reports should be balanced and the data reported should be comparable, accurate, timely, clear and reliable. Show your stakeholders how a focused and effective sustainability program will improve your overall future direction (i.e., improving bottom line, reducing risks, increasing competitiveness), so that there is a strong link between sustainability and corporate strategy. Describe how your company addresses potential concerns about the reliability of data and claims through a combination of consistently applied internal auditing practices, independent quality assurance and feedback from stakeholders on the overall structure, topics and tone of the report.



Taken together, the above questions should prod the leaders of the organization to address several of the key elements for success in exercising social responsibility and pursuing sustainability during the organization’s activities.  First, the organization needs to identify its core mission and purpose and the way in which it intends to provide value to each of its stakeholders.  To achieve clarity regarding the expectations of stakeholders relating to the organization’s value proposition, organizational leaders need to establish relationships with each of the stakeholder groups through engagement.  Stakeholder engagement will ultimately lead to the identification of the organization’s major sustainability goals and objectives, each of which will eventually become a “major topic” in the sustainability reporting process and will need to be supported by a strategy that can also be explained to stakeholders in the sustainability report.  Once the goals and strategies associated with the organization’s sustainability initiative and programs have been selected, the governance framework of the organization (i.e., policies and procedures) should be aligned with the strategy.  This begins with the proper “tone at the top” and continues downward throughout the organization with clarity for everyone regarding their roles and responsibilities.  In addition, in order for the organization to report on the progress of its sustainability initiatives and the success of its strategies, there must be performance indicators embedded in the strategy and investment in the systems necessary to generate and analyze the data required to track performance and report on it to stakeholders.  

‌Source: Small Business Big Impact: SME Sustainability Reporting from Vision to Action (Amsterdam and Geneva: Stichting Global Reporting Initiative and the International Organization of Employers, 2016), 11-12.

_______________
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3

Designate a Leader and Assemble a Team  
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Like any other project or activity, sustainability reporting needs to be led and managed and it is important to designate a person within the organization to lead the effort and ensure that the person has the resources and authority to effectively collect and organize all the information and get the report completed and distributed in a timely manner.  The sustainability leader will be tasked with ensuring that disclosures are accurate and complete, and this means creating an effective sustainability reporting and communication management system with disclosure controls and procedures, internal education and training, external review of proposed disclosures by legal counsel and other professional advisors and continuous assessment to improve the reporting process.

Research has confirmed that genuine awareness and commitment for sustainability reporting among all members of the leadership team of the organization (the founders, the president/CEO, the board of directors, and other senior executives) will dictate the success of such reporting within that organization.​[7]  Mink found that among larger organizations, those that were compliant with the most rigorous requirements of the GRI had vested primary responsibility for sustainability reporting at the manager or greater hierarchical position and charged that person and position with initiating sustainability reporting, being the strongest advocate for continuing sustainability reporting and providing final approval for publication of sustainability reports.  In so doing, according to Mink, the foundation was laid for creating and strengthening a sustainability culture, thus providing unique opportunities to institute sustainability reporting expectations, establish significant weight for reporting initiatives, and encourage reporting compliance.

While it is probably impractical to appoint a full-time sustainability executive, startups should at least designate one senior employee to monitor sustainability activities and collect information that can be used to develop new sustainability initiatives and report activities to stakeholders.​[8]  The leader should not be a neophyte with respect to sustainability. Many people harbor positive aspirations for the impact of the organizations they work for; however, sustainable entrepreneurs need to seek out individuals with a strong background in relevant areas such as environmental science and sustainability practices to head up their sustainability reporting.  They also will need project management experience that allows them to oversee, or at least contribute to, development and implementation of sustainability strategies and practice, compliance with applicable regulations (e.g., environmental and labor laws), and communication of sustainability performance to internal and external stakeholders.

Perceived authority is important to ensure that everyone in the organization provides the necessary assistance in the reporting process and the leader should have the public support of the board of directors, the CEO, and all other members of the senior management team.  The leader should be given an appropriate title, although it is generally too early in the process, particularly with a startup organization, to create a C-suite position.  The leader may be the same person overseeing all the organization’s sustainability activities; however, if possible, reporting should be assigned to somebody who reports to the overall sustainability leader since many of the activities associated with reporting are specialized.  Sustainability reporting should be one of the core job responsibilities of the leader, if not the only one, and not a project that he or she works on “when time allows” (his or her existing duties and performance metrics should be rearranged to accommodate the sustainability-related activities), and the leader needs access to all the resources necessary to carry out the job effectively and support from the founders, chief executive officer, and the board of directors to ensure that everyone in the organization is incentivized to collaborate with him or her on sustainability-related initiatives and activities.  Once the reporting process is under way, attention can and should return to determining the optimal organization structure and selecting a permanent leadership group, which hopefully will include the person who first led the charge.  

Once appointed, the leader needs to assemble a team with the qualifications required to fulfill the organization’s specific objectives for the reporting process and ensure that the resources are in place for them to do their work.  The human resources aspect of sustainability reporting should not be underestimated, and it will take time to identify and vet potential candidates and provide team members with adequate training and ongoing support and maintain and refresh their skills as the sustainability reporting landscape continues to change and additional mandatory requirements are added.  The team will need specialists with the skills to oversee a particular aspect of the sustainability reporting initiative such as data collection and interact with appropriate personnel in various operational departments to ensure that the proper information is being harvested.

In smaller organizations, the team, or a subgroup of the team, will ultimately be responsible for putting the sustainability report together and distributing, or publishing it, among the organization’s stakeholders and the public.  As the organization grows and more layers or structure are added, publication of the report may be led by an investor relations or corporate affairs department working with the person or group overseeing the organization’s sustainability activities.  Regardless of how and where inside the organization the report is prepared, the entire effort to create the information that goes into the report should always be a collaborative and cross-departmental initiative.  While the organizational structure surrounding sustainability is important to the effectiveness and authenticity of the related strategies and initiatives, sustainability must be part of everything that is done throughout the organization.  Brightest, a consultancy, emphasized that “ESG isn’t a team, it’s a company-wide approach” that includes people, places, products, and environmental impact.​[9]

_______________

Role of Lawyers in Sustainability Reporting

While sustainability reporting has its roots in voluntary disclosure as opposed to fulfilling specific legal and regulatory requirements, all types of reporting raise potential legal risks that will require counseling from attorneys familiar with traditional disclosure concepts such as “materiality” and “reasonable investor” and with the emerging marketplace for sustainability-related nonfinancial information and the frameworks for disclosure of such information that have been rapidly evolving.  Park noted that attorneys can help companies assess the materiality of nonfinancial information relating to sustainability and evaluate the risks of disclosing, or not disclosing, such information, and provided a list of some of the issues relating to disclosure of nonfinancial sustainability-related information that attorneys may be asked to opine upon by their clients: 


  What kind of nonfinancial information should be pro­vided, in what level of detail, and in what format? 

  Should the company provide infor­mation only on ESG issues that investors have specifically asked about or should the compa­ny provide information on the commonly sought types of information (e.g., climate change) for companies in its industry? 


  How much nonfinancial information and at what level of detail (e.g., general initiatives or measurable performance) is enough to satisfy inves­tors? 


  Should the nonfinancial information be provided in voluntary sustainability reports or in SEC filings? 


  What should be the role of the board of directors in overseeing collection, analysis and reporting of nonfinancial information, given that such information is related to risk mitigation and value creation?
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