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Foreword

Sceptics once dismissed sustainable environmental, social and governance principles as 
a passing trend. Yet, over the past decade, sustainability has begun a clear shift into the 

mainstream of business. This shift has accelerated more recently, in the wake of the global financial 
crisis, as scrutiny of business has intensified. Now, as executives embrace sustainability, many 
are doing so to ensure their firms’ long-term survival. Today, it’s clearer than ever before that the 
principles of environmental, social and governance sustainability are becoming an integral part of 
business management.

The sustainable future: Promoting growth through sustainability is an Economist Intelligence Unit 
report that discusses how executives’ approach to sustainability is evolving, how companies are 
managing and measuring sustainability, and how sustainability dovetails with financial performance. 
(Sustainability is defined in this report as “operating in a way that ensures long-term viability.”) 
The research was sponsored by Enel. The Economist Intelligence Unit bears sole responsibility for 
the content of this report. The findings and views expressed in the report do not necessarily reflect 
the views of the sponsor. Christopher Watts was the author of the report, and Aviva Freudmann 
was the editor. 
February 2011



The sustainable future
Promoting growth through sustainability

© The Economist Intelligence Unit Limited 20112

In January 2011 the Economist Intelligence Unit surveyed over 280 senior finance executives, mostly 
in Asia-Pacific, Western Europe, and North America, on behalf of Enel. This white paper is based 

on the results. More than half of respondents were CEOs, presidents, and managing directors. Around 
three-quarters were responsible for strategy and business development at their organisation. Around 
43% of respondents came from organisations with more than $500m in annual revenues, and 17% of 
respondents represented companies with more than $10bn in annual revenues. All major industries 
were represented. In addition, the EIU interviewed nine senior executives and industry experts on 
promoting growth through sustainability. The insights from these interviews appear throughout 
the report. 

The Economist Intelligence Unit would like to thank all survey respondents, as well as the 
following executives (listed alphabetically by organisation name) who participated in the in-depth 
interview programme:

l Dave Stangis, vice-president, corporate social responsibility, Campbell Soup Company, US

l Ernst Ligteringen, CEO, Global Reporting Initiative, Netherlands

l Professor N Craig Smith, professor of ethics and social responsibility, INSEAD, France

l William Hughes, managing director, Impahla Clothing, South Africa

l Igor Korotetskiy, head of corporate governance and sustainability group, KPMG, Russia

l Susanne Stormer, vice-president, global triple bottom line management, Novo Nordisk, Denmark

l Selin Gür, CEO, SLN Tekstil, Turkey

l Michel Bande, corporate sustainability officer, Solvay, Belgium

l Vânia Somavilla, director of environment and sustainable development, Vale, Brazil

About the survey 
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As the gradual, but fragile, recovery from the global financial crisis continues, regulators, 
investors, and other stakeholders are scrutinising firms’ corporate behaviour more closely than 

ever before. In light of recent corporate scandals, stakeholders are acutely aware how poor practice in 
environmental, social and governance (ESG) areas can damage the prospects of a business as much as 
financial mismanagement. Accordingly, as investors and other stakeholders put companies under the 
spotlight, it’s increasingly the risks around ESG considerations that they are seeking to identify.

Whilst business leaders are placing sustainability in a central role in long-term corporate strategy, 
many have stopped short of adopting sustainability fully into the business framework, for example in 
risk management and reporting. In the long term, however, performance in a variety of sustainability 
measures is likely to be a pre-requisite for corporate financial performance. More and more executives 
now understand the connection between sustainability and profitability.

This paper, based on a survey of over 280 senior executives—as well as nine in-depth interviews 
with corporate executives, academics, and industry experts—documents companies’ sustainability 
priorities. The research examines why they are pursuing sustainability; what challenges lie ahead; and 
how their efforts are likely to promote long-term business growth.

Here are the key findings:

1. Sustainability is spreading from developed to developing markets. 
Globally 78% of respondents say that sustainability will be important for their firms in the 
coming three years, while in developing economies, the figure is 85%. Emerging market firms see 
sustainability-oriented ESG practices as a chance to bolster relations with customers and investors in 
developed economies.
2. Customers are the strongest influence on firms’ sustainability objectives. 
Fifty-four per cent of executives say customers have the strongest influence on their ESG policies—
more than any other stakeholder. Experts caution that consumers are fickle. However, the influence of 
regulators and investors appears to be growing.
3. Short-term financial pressures are an obstacle to sustainability.  
Forty-four per cent of executives say immediate financial goals are an obstacle to sustainability. Many 

Executive summary
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managers fail to see the opportunities: only 14% of managers see a link between sustainability and 
short-term profit, even though some ESG initiatives pay off in under a year.
4. Sustainability reporting is not widespread—but is growing fast in emerging markets. 
Despite firms increasingly embedding ESG principles into strategy, only 18% publish ESG targets and 
performance yearly. In developing economies, 45% of companies that do not currently publish ESG 
information say they plan to launch sustainability reporting in the coming two years, versus 19% in 
developed countries.
5. Senior executives are divided on the benefits of integrated reporting. 
Among large firms, 35% report ESG information annually, yet only 18% publish an integrated report. 
Some business leaders see the web as an opportunity to target individual stakeholder groups with 
specific information.
6. Companies have an ad hoc approach to including sustainability in risk management. 
Just 22% of executives say sustainability is a fundamental part of their risk management programmes; 
35% have more of an ad hoc approach. Yet, only 22% of respondents expect to begin including 
sustainability in their risk management in the future.
7. The relationship between ESG and long-term financial performance is becoming clearer. 
Fully 76% of executives agree that sustainability is a pre-requisite for long-term growth. Mainstream 
investors are paying closer attention to corporate sustainability. Poor performance in ESG practices 
may restrict companies’ access to capital.
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“Sustainability and transparency are here to stay,” declares Vânia Somavilla, director of 
environment and sustainable development at Vale, a Brazilian ore mining company. “The world 

is demanding it, and society is demanding it. Companies that are going to survive will have to work 
in a sustainable way.” According to the results of this survey, Mrs Somavilla is not alone. Fully 78% of 
respondents see ESG sustainability as important or very important for their companies in the coming 
three years, versus 57% who consider it has been important over the past three years. 

One clear outcome of the survey is that attention to sustainability issues among businesses 
in developing countries is growing. Among executives in higher growth economies, 85% see ESG 
sustainability as important for their firms in the coming three years; this contrasts starkly with the 
view in developed economies, where the figure is 70%. Craig Smith, professor of ethics and social 
responsibility at INSEAD in France, confirms the trend: “Emerging businesses and emerging economies 
are increasingly giving this issue attention,” he says.

Furthermore, there appears to be a consensus that sustainability considerations are spreading 
to these economies from developed regions. For example, Ernst Ligteringen, CEO of the Global 
Reporting Initiative (GRI), notes that “the Chinese authorities are pointing to the fact that there’s 
an important trend in international markets, and giving guidance to their companies, particularly 
state-owned companies, to take this seriously.” And Igor Korotetskiy, head of corporate governance 
and sustainability group at KPMG in Russia, comments that “Russian companies implementing 
comprehensive sustainability projects are often companies oriented to international markets, for 
example exporters, or companies planning an IPO.” Furthermore, some large corporations, such as 
Vale in Brazil, and German sportswear giant Puma, are encouraging sustainability throughout their 
supply chains. (See box, Sustainability in Puma’s supply chain.)

As they embrace sustainability, the most widespread motivations that executives report are doing 
the ‘right thing’ ethically (57%), ensuring long-term profitability (49%) and complying with laws 
and regulations (47%). At the same time, executives are most likely to cite customers as having the 
greatest influence on firms’ ESG objectives (54%)—more than any other stakeholder. Meanwhile, 
the company supervisory board places second (cited by 40% of managers as being a strong influence 
on corporate sustainability policies), and government/regulators rank third (39%). Investors/

Part I:  The mainstreaming of sustainability
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shareholders rank fifth, cited by just 33% of respondents. 
When considering customers, the most influential stakeholder group, a difference emerges between 

business customers—such as Vale, or Puma—and consumers. Whereas business customers appear 
to be playing a positive role in promoting sustainability, the benefits of consumer influence may be 
less clear. Professor Smith of INSEAD points out that “consumers can be fickle. Their own self-interest 
is paramount in most consumption decisions.” Dave Stangis, vice-president of corporate social 
responsibility at Campbell Soup Company in the US, shares a similar view. “Consumers are relatively 
confused in this space” he says, “and it’s difficult to respond to them without making more noise in 
the marketplace.”

Meanwhile, there are signs that the influence of regulators is growing. Mr Ligteringen of GRI says 
one result of the global financial crisis is that some governments are considering the possibility of a 
stronger role in management of systemic risks, given the market’s evident inability to regulate itself. 
“When they are trying to identify where the next crisis may come from, many see sustainability issues 
as some of the key issues that prove to be systemic, or become systemic.” As such, Mr Ligteringen 
says, several governments are looking closely at regulation in the realm of corporate sustainability. In 
parallel to this, interest among financial investors in corporate sustainability issues is also rising (see 
Part III – Connecting sustainability and the bottom line).

Sustainability in Puma’s supply chain

For an example of how sound environmental, social and 
governance sustainability practices are penetrating developing 
markets, look no further than Puma. In 200�, the German 
sportswear giant responded to past accusations by non-
governmental organisations of low labour standards in its supplier 
factories, with a long-term sustainability reporting programme 
covering its supply chain. The project was implemented in co-
operation with the Global Reporting Initiative (GRI) and Germany’s 
sustainable development enterprise Gesellschaft für Technische 
Zusammenarbeit (GTZ).

One of Puma’s goals was to increase sustainability in its supply 
chain by means of sustainability reporting. Now, many of the 
company’s main subcontractors publish sustainability reports, 
including Jianle Footwear Industry Company, headquartered in 

China; Pakistan’s Ali Trading Company; Impahla Clothing of South 
Africa; Diamond Group, based in Taiwan; Viyellatex Group of 
Bangladesh; and SLN Tekstil in Turkey.

SLN Tekstil’s management team, led by Selin Gür, CEO, spent a 
year learning how to compile a sustainability report with the help 
of the GRI. Mrs Gür remarks: “The buyers of our products, Puma, 
Lyle and Scott, and Tommy Hilfiger, want to be safe when they’re 
working with a supplier. We were already doing good things, but 
when we started reporting those things, it also influenced our 
position in the buyer’s eyes as well.”

Puma has not stopped there. In May 2010 the company reached 
agreements with 20 suppliers based in China, Vietnam, Cambodia 
and other countries—which together produce more than two-
thirds of all Puma products—that these suppliers receive GRI 
certified training on transparent measurement and reporting 
on their non-financial performance. As part of the project, the 
suppliers are set to start sustainability reporting this year.

ESG sustainability in the last three years

ESG sustainability in the next three years

How important has environmental, social and governance (ESG) sustainability been to your company in the past three years,
and how important will it become over the next three years? Please select one from each row. 
(% respondents)

5831

331541

4017

37

Very important Important Neither important nor unimportant Unimportant Very unimportant Don’t know
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57

49

47

25

23

23

22

14

7

4

4

Doing the ‘right thing’ ethically

Ensuring long-term profitability

Complying with laws and regulations

Cultivating a “green” image

Cultivating an image of openness and transparency

Fostering innovation in product development

Fostering innovation in business processes

Cultivating an image of diversity and inclusiveness

Meeting demands of pressure groups, NGOs, regulators and/or others

Respond to pressure from socially responsible investors and analysts

Other, please specify

What are your organisation’s main motivations (or most important goals) for promoting environmental, social and 
governance sustainability policies over the next three years? Select up to three. 
(% respondents)

53

2

40

39

38

32

15

10

5

5

3

2

5

Customers

The company’s supervisory board

Government/regulators

Employees

Investors / shareholders

Media

Special interest groups and NGOs

Banks and other creditors

Suppliers

Rating agencies

The company’s auditor

Other, please specify

Don’t know

Which of the following stakeholders have consistently had the strongest influence on your company’s environmental, social, 
and governance objectives? Select up to three. 
(% respondents)
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64

1

50

40

27

18

16

8

4

4

2

2

3

Investors / shareholders

The company’s supervisory board

Customers

Employees

Government/regulators

Banks and other creditors

Suppliers

Media

Rating agencies

The company’s auditor

Special interest groups and NGOs

Other, please specify

Don’t know

Which of the following stakeholders have consistently had the strongest influence on your company’s economic objectives? 
Select up to three. 
(% respondents)

A focus on cost
Asked their environmental, social and governance goals in the coming three years, executives respond 
that they are most likely to target increased energy efficiency (50%), followed by employee health and 
safety (38%), and accountability and transparency (33%). The clear potential for cost savings may be 
one factor behind strong interest in energy efficiency. Conversely, where CO₂ reductions are cited by 
31% of larger firms, and only 12% of smaller ones, the heavy cost of CO₂-reduction programmes may 
be a factor. Solvay, a Belgium-based chemicals firm, is targeting a 20% reduction in greenhouse gas 
emissions from manufacturing by 2020. Michel Bande, corporate sustainability officer, says existing 
technologies offer the potential to cut 10-12%. To meet the firm’s 20% target, he says, “we have to 
invest a lot of money to find new solutions.”

Indeed, costs are a determining factor in firms’ commitment to sustainability policies. Forty-
four percent of companies say their immediate economic goals are more urgent than embracing 
sustainability. Says Mr Ligteringen: “The biggest obstacle is market short-termism. Executives are still 
committed to showing their results on a quarterly basis.” He points out that interest in sustainability 
policies is stronger among companies with a long-term investment horizon, for example in mining and 
energy. Meanwhile, 27% of firms say that there is little compelling business case for sustainability, 
and 26% report an inadequate budget. Says Mr Korotetskiy of KPMG: “I think the main challenge for 
Russian companies is the difficulty in promoting sustainability inside the company. They have very 
little budget for these projects.”
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50

4

38

33

28

26

21

20

18

13

13

8

1

Increasing energy efficiency

Employee health and safety

General accountability and transparency to all stakeholders

Offering environmentally sound products and services

Promoting local community relations

Compliance with anti-corruption laws and standards

Reducing other environmental pollution

Reducing CO2 emissions

Promoting diversity and inclusion in the company’s work force

Reducing water consumption

Transparency in board member selection, and board operations

Transparency in boardroom pay

Other, please specify

Thinking about your company’s environmental, social and governance goals over the next three years, which of the following 
represent the company’s highest priorities? Select up to three. 
(% respondents)

44

27

26

21

14

14

7

4

20

1

Immediate financial goals are more urgent

Absence of a compelling business case for sustainability

Inadequate budget

Lack of consensus on ultimate goals of a sustainability programme

Insufficient clarity concerning responsibilities in the company

Lack of clarity on legal or regulatory obligations to meet sustainability standards

Need for more transparency in operations or practices

Other, please specify

Not applicable—we have no obstacles to implementing sustainability principles

Don’t know

Which, if any, of the following are the main obstacles to incorporating sustainability principles into the company’s strategies 
and practices? Select up to three. 
(% respondents)
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While sustainability is becoming more central to companies’ long-term strategies, it is apparent 
that some business leaders are stopping short of fully embedding sustainability in their 

mainstream business framework. For example, just 18% of firms surveyed say they publish their 
ESG sustainability targets, and their progress towards meeting these targets, at least once a year. 
A further 7% publish details of their ESG performance on an ad hoc basis, and 40% do not report on 
sustainability issues at all. One notable finding of the survey is that, in developing countries, 45% 
of those that do not currently publish sustainability reports plan to do so in the coming two years; in 
the developed economies, this figure is just 19%. Mr Ligteringen of GRI highlights the importance of 
reporting: “Finance, sustainability and strategy are very much interlinked dimensions,” he says. “Any 
company that is serious about its medium- to long-term planning does recognise that linkage, and 
does present it.”

INSEAD’s Professor Smith points out the benefits of sustainability reporting: “If it’s measured, 
then something will happen about it,” he says. “If individuals within organisations, if divisions within 
organisations, are given ESG targets, and their performance is evaluated relative to those targets, 
there’s a far greater likelihood that those ESG issues will be addressed, than if those metrics and 
measurements are not in place.” William Hughes, managing director of Impahla Clothing, a textiles 
firm based in South Africa, also points to benefits in sustainability reporting: “It’s led to some big 

Part II:  Managing and measuring 
sustainability

40

20

18

11

11

7

4

We do not publish any information about our sustainability practices or goals

We do not publish such a sustainability report, but plan to do so within the next two years

We publish our ESG sustainability goals, and our progress toward meeting them, at least once a year

We regularly publish a report which integrates our financial results (annual report) and our progress toward ESG sustainability goals (integrated report)

We have a separate communications strategy for ESG sustainability issues

We publish our ESG sustainability goals, and our progress toward meeting them, on an ad hoc basis

Don’t know

How, if at all, does your company report its performance in environmental, social and governance (ESG) sustainability?
Select all that apply. 
(% respondents)
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improvements in terms of how we operate. A lot of possible improvements that we spotted during the 
reporting process, we’ve now managed to put into place.”

An integrated approach?
Meanwhile, executives are divided when it comes to approaches to sustainability reporting and 
whether to integrate sustainability reporting with financial reporting. Eleven per cent of survey 
respondents say their firms publish an integrated report—with larger firms being more likely (18%) 
to do this than smaller firms (8%). More integrated reports may be on the way: the International 
Integrated Reporting Committee is currently compiling the first global standard for integrated 
reporting. And since March 2010 the Johannesburg Stock Exchange has required listed companies 
to publish integrated reports. Susanne Stormer, vice-president of global triple bottom line 
management at Novo Nordisk, a Danish healthcare company, which began integrated reporting in 
2004, says an integrated approach reflects the company’s performance in a holistic way, allowing 
the firm to speak with one voice. Furthermore, she says, “internally, the benefit is that in the process 
of making the report we are now having conversations across functional areas about the multiple 
dimensions of performance.”

Not all executives agree. Mr Stangis of Campbell Soup, which publishes separate sustainability and 
financial reports, makes the following observation: “The concept of integration really doesn’t make 
much sense in the US when considered from an audience perspective. It makes good sense for financial 
reports to include more sustainability data and for sustainability reports to include more financial 
performance data. But putting them together formally means they’d be 400-page reports that nobody 
would read.” For his part, Mr Bande of Solvay argues that the internet offers the opportunity to target 
various shareholder groups with information specific to their needs: “Our shareholders are interested 
in financial and top level ESG indicators, but the local communities are interested in local ESG reports,” 
he says. “The narrative could be increased by the use of internet because the target audiences are 
different.” Philips and Rabobank of the Netherlands are two examples of companies that offer website 
visitors the option to create their own tailored company reports online.

Despite the rising importance of ESG factors in corporate strategy, senior executives do not appear 
fully committed to embedding sustainability in risk management systems. Among respondents, 22% 
say that ESG elements are a fundamental part of their risk management systems. Meanwhile, 35% 
say they include selected elements of their ESG goals in their risk management activities. Yet, only 
around 22% who do not include ESG practices in their risk management systems expect to do so in the 

35

22

22

14

7

Selected elements of environmental, social and governance sustainability goals are included in our risk management strategy

Improving performance in environmental management, social relations and governance practices is a fundamental part of our risk management

Environmental, community relations and governance practices are not part of our risk management strategy, but will be within the next few years

These practices are not included in our risk management now, and there are no plans to include them in the next few years

Don’t know

To what extent are environment, social, and governance (ESG) sustainability issues part of your company-wide risk 
management strategy? 
(% respondents)
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33

32

27

24

20

20

13

9

8

8

6

14

Reviewing our business model

Incorporating environmental issues into risk management

Promoting green IT practices

Seeking alternative energy sources

Reducing CO2 emissions

Reducing water consumption

Green logistics

Including sustainability metrics in employee evaluations

Shifting operations to new geographies

Carbon trading initiatives

Other, please specify

Don’t know/not applicable

Which, if any, of the following activities is a current business practice of your company aimed at promoting environmental 
sustainability? Select up to three. 
(% respondents)

41

31

25

25

20

20

19

18

17

2

7

Driving health and safety issues in the workplace

Promoting diversity in the workplace

Engaging employees in social programmes outside the workplace

Operating social care projects in the local community

Operating social projects in the wider global community

Promoting outreach to and dialogue with local interest groups

Incorporating social issues into risk management

Promoting employee rights

Setting minimum standards for subcontractors’ employment practices

Other, please specify

Don’t know/not applicable

Which, if any, of the following activities is a current business practice of your company aimed at promoting social 
sustainability? Select up to three. 
(% respondents)
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future; around 14% have no plans to introduce ESG criteria into their risk management practices—a 
stance that may leave them financially exposed, as sustainability and profitability become ever 
more intertwined. 

Among companies for whom environmental sustainability is a focus, 32% incorporate such issues 
into risk management. The corresponding figure for social sustainability is 19%, and for governance 
it is 2�%. It appears, then, that environmental sustainability is more likely to be integrated into risk 
management than are other elements of sustainability.

One firm that has embedded ESG factors into its risk management is Campbell Soup. It compiles 
an enterprise risk management report for the company’s audit committee and the board of directors. 
Areas that the firm considers include the effects of climate change on commodities; demographic 
shifts and rising wages around the world; and new and emerging regulatory schemes around broad 
sustainability issues, such as climate, or nutrition and wellness. “As sustainability rankers and analysts 
become more sophisticated, they are increasingly asking us about how we use ESG thinking to manage 
our global risks,” Mr Stangis says.

55

46

35

28

17

16

15

7

7

7

0

5

Promoting ethical behaviour and fair business practice across the company

Adhering to a clear code of ethics

Complying with corporate governance codes

Incorporating governance issues into risk management

Increasing communication with investors, rating agencies, and creditors

Having in place anti-corruption procedures (eg, a ‘whistle blowing’ facility)

Increasing communication with special interest groups, NGOs, and the local community

Providing greater transparency around management board appointments

Providing greater transparency around remuneration of senior management

Ensuring gender balance in top management and corporate boards

Other, Please specify

Don’t know/not applicable

Which, if any, of the following activities is a current business practice of your company aimed at improving the company’s 
governance structure? Select up to three. 
(% respondents)
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WikiLeaks—a force for sound governance?

When WikiLeaks hit the headlines in late 2010 after publishing 
thousands of US diplomatic cables, it wasn’t only political circles 
that became tense. Many of the emailed messages included 
references to corporations, including BHP Billiton, BP, Pfizer and 
Shell. Now, WikiLeaks founder Julian Assange is preparing to release 
damaging information on the activities of a large US bank.

Already over the past decade, globalisation has spread 
businesses’ activities farther and wider than ever before, exposing 
them to extra ESG risk factors; high profile corporate scandals and 
environmental disasters have led to widespread criticism of the 
business world; and at the same time, the internet has raised the 
bar in terms of transparency and accountability in business. Today, 
argues Craig Smith, professor of ethics and social responsibility 
at INSEAD, WikiLeaks is taking the degree of scrutiny into 

companies’ environmental, social and governance performance 
one level higher.

“It’s potentially a very powerful trend,” he says. “WikiLeaks 
represents a potential step change in regard to corporate 
accountability—not just the WikiLeaks website and organisation, 
but the technological possibilities WikiLeaks represents to increase 
corporate accountability. And maybe it’s not WikiLeaks; maybe 
it’s some other organisation that employs that sort of technology 
where people can safely, anonymously upload information about 
corporate practices, which then becomes public knowledge.”

Professor Smith comments that many firms consider their 
corporate reputation when adopting sustainable policies—and 
that WikiLeaks represents a potential challenge to businesses’ 
reputation. That challenge may be a force for good, however: “If 
companies are going to be exposed in the same way that some 
government activities have been exposed,” he says, “then they’re 
going to be much more careful about what they do.”
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There appears to be a growing acceptance among investors and company executives alike that 
there are links between non-financial considerations—such as the environment, society and 

sound governance—and businesses’ ability to remain viable for the long-term. Nevertheless, very few 
executives perceive a connection between sustainability and the bottom line in the short term: just 
14% of respondents see a strong causal link between their company’s financial performance and its 
commitment to environmental, social and governance goals in the short term (1-2 years). 

This finding suggests that executives are failing to grasp some of the opportunities of sustainability. 
One clear example of such an opportunity is demonstrated by Novo Nordisk, which invested $20m 
in energy savings projects between 2004 and 2009; half paid for themselves within a year, while the 
ongoing annual savings overall now amount to $8m. “We have decoupled resource consumption from 
the production output, so we can produce more with less,” says Ms Stormer. Campbell Soup is another 
case in point: “If we make a change to our packaging we can almost instantaneously calculate the 
savings in materials cost,” says Mr Stangis. “We’ve changed the shape of one of our Pace Mexican sauce 
jars so that it doesn’t need secondary packaging in transit. We save hundreds of thousands of kilos of 
fibre, and hundreds of thousands of dollars.”

Part III:  Connecting sustainability and the 
bottom line

14

45

38

4

43

43

9

4

70

17

6

8

Strong

Weak

No causal link

Don’t know

In your view, how strong, if at all, is the causal link between a company’s financial performance and its commitment to 
environmental, social and governance goals in the short, medium and long terms? 
(% respondents)

Short term (1-2 years) Medium term (2-5 years) Long term (5-10 years)
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Furthermore, anecdotal evidence indicates many firms that re-assess their business strategies and 
practices as part of sustainability efforts end up finding scope for greater efficiency. “Sustainability 
gives people an incentive to look afresh at how their operations are configured,” says Professor Smith 
of INSEAD. “And then they find that there are ways of making those operations more efficient.” Impahla 
Clothing is an example. Mr Hughes, managing director, points out: “Once we did the sustainability 
programme we found that we were losing a tremendous amount of time because staff members 
were arriving at work late.” The firm has since linked staff bonus payments to levels of punctuality. 
Meanwhile, the management at SLN Tekstil has implemented lean manufacturing into its production 
as part of its sustainability efforts—and made cost savings of 10% along the way, according to its CEO, 
Selin Gür.

Similarly, whilst only 24% of executives identify fostering innovation as a motivation for embracing 
sustainability, many more than that, 44%, say that their efforts to embrace sustainability have in fact 
led to development of new products or new ways to do business—developments that can create new 
marketing opportunities and have a positive financial impact.  “By stressing the environmental impact 
of certain products and services, their success has allowed us to brand them separately,” remarks one 
US-based CEO in a free text response to this survey.

A question of long-term survival
A significant majority of respondents (76%) agree that ESG sustainability is a pre-requisite for their 
firms’ long-term growth. And only marginally fewer (70%) see a strong causal link between ESG goals 
and long-term (5-10 years) financial performance. Here, strong regional variations are evident, with 
emerging-market regions seeing a stronger long-term link: among executives in Asia-Pacific, 84% see 
a strong causal link between their company’s commitment to environmental, social and governance 
goals and long-term financial performance, and in Latin America, 78% see a strong link; meanwhile 
this view is less widespread in Western Europe (62%) and in North America (61%). 

It appears, therefore, that sustainability is not something managers need to address in the near 
future—but rather something they need to address now. Specifically, there are signals that the 
relationship between sustainability and long-term financial performance is beginning to become clear 
already today. Interest in ESG sustainability practices is growing, for example, among mainstream 
financial investors—where once these were of interest mainly to specific categories of investors, such as 
‘ethical investors’. Mr Stangis of Campbell Soup also points out the growing influence of sustainability 
rating agencies and compilers of sustainability indices (see box, The sustainability ratings industry 
matures). “The cutting edge sustainability analysts, both in the US and in Europe, are becoming very 
influential,” he says. “They perform sustainability research on a sector, or on a company, and then they 

44

39

17

Yes, please specify

No

Don’t know

Have the company’s sustainability (environmental, social and/or governance) strategies or programmes actually led to 
development of new products or better ways to do business? 
(% respondents)
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sell it to investors.” 
Indeed, the requirement for mainstream equities analysts and investors to track companies’ 

sustainability performance is growing. In some cases, CEOs are including ESG considerations as a 
central pillar in their corporate strategy. In November 2009, for instance, Unilever, the Anglo-Dutch 
consumer goods giant, launched a new vision “to double the size of our business while reducing our 
overall environmental impact across our entire value chain.” Investors doubtless are tracking the firm’s 
performance in meeting both commitments in this vision. Furthermore, investors are mindful of risk 
associated with poor sustainability practices, highlighted by environmental disasters such as BP’s 
Deepwater Horizon oil spill in April-July 2010, which threatened the very survival of the oil giant, or 
ESG shortcomings such as those that led to the global financial crisis.

A further indication that the interconnection between sustainability and long-term financial growth 
is becoming clearer is to be found in the pages of a November 2010 report published by UniCredit 
bank. In the report, the authors estimated that including ESG factors in stock analysis could positively 
impact some stock valuations by as much as 23%, and negatively affect others by as much as 14%. 
“Through ongoing mainstreaming of ESG information, stock prices will gradually reflect ESG-related 

ESG sustainability strategy is a pre-requisite for my company’s long term growth

ESG sustainability is currently a source of competitive advantage for my company

Sustainability issues are important in my geographic region

Sustainability issues are currently important in my sector

Sustainability issues are relatively unknown in my sector but are becoming more important

To what extent do you agree with these statements? Please select one from each row. 
(% respondents)

33

19

23

23

8

261543

3163032

1

1

1

2102143

3142337

12262429

Strongly agree Agree somewhat Neither agree nor disagree Disagree Strongly disagree Don’t know

The sustainability ratings industry matures

Since Sustainability Asset Management (SAM) and Dow Jones 
Indexes teamed up to launch the Dow Jones Sustainability 
Index series in 1999—the first family of global indices tracking 
the financial performance of the leading sustainability-driven 
companies worldwide—investor interest in corporate sustainability 
has accelerated. So, too, has the demand for sustainability 
information to help inform asset managers’ investment choices. 

Besides SAM and Dow Jones Indexes, a number of firms now 
rate companies’ sustainability performance and compile rankings 
of sustainable businesses. These include the EIRIS Foundation and 
Ethical Investment Research Services in the UK, Innovest Strategic 
Value Advisors, IW Financial, and KLD Research & Analytics of the 
US, and Vigeo and BMJ Ratings in France.

These firms often look at sustainability issues in the context of 

long-term financial performance—rather than being single-issue 
activists. Proponents say they bridge the gap between the financial 
and the non-financial worlds, and that they help to classify and 
rate companies’ shares for mainstream investors. Critics complain 
they have a box-ticking approach.

More recently, the sustainable rating sector has begun a 
consolidation. In March 2009 RiskMetrics, a US-based provider 
of risk and corporate governance services to investors, acquired 
Innovest; and in November that year, it bought KLD. In turn, in 
June 2010 US-based index giant MSCI completed its purchase of 
RiskMetrics. MSCI now offers KLD’s long-established ESG indices 
under its own brand.

“The social responsibility rating industry appears to be 
maturing,” observes Craig Smith, professor of ethics and social 
responsibility at INSEAD in France. “It’s yet another indicator 
of the growing mainstreaming of this sustainability trend,” 
he concludes.
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capital flows,” wrote the authors, who expect around 45% of the companies in UniCredit’s stock 
coverage universe to grow their company value in the years ahead by considering ESG issues, and the 
remainder to face significant share price pressure. This is a clear indication that—sooner or later—poor 
sustainability performance among companies will restrict their access to financing.
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G rowing numbers of companies—particularly in emerging markets—are starting to place 
sustainability at the core of their long-term corporate strategies. Developed countries, and 

large enterprises, are promoting the wider take-up of sustainability policies. At the same time, 
governments, regulators and investors are also stepping up their interest in sustainability issues—with 
a clear understanding of the risks that are inherent in poor sustainability practices. And business 
leaders now understand that, in the long term, performance in a variety of sustainability measures is 
likely to be a pre-requisite for company growth.

The experiences of business managers from companies leading in the field of sustainability provide 
a number of insightful lessons for other managers embarking on a move towards sustainable practices:

l Look for the opportunities in sustainability. Many managers see cost as an obstacle to sustainability. 
Yet, sustainability provides the potential for significant short-term cost savings. Many executives 
are focusing on energy efficiency, where investments can pay for themselves within a single year. 
Companies that implement sustainability policies are likely to see further opportunities emerge.

l Embed sustainability across the business framework. Many CEOs are placing sustainability as a central 
pillar in their corporate strategies—but are stopping short of embedding measurement systems and 
processes in the business framework, for example in reporting and risk management. With financial 
and non-financial performance becoming interconnected, this shortfall leaves companies exposed.

l Take action today—time is running short. Whilst many managers understand the long-term 
significance of sustainability, some have more pressing financial concerns in the short term. Yet 
there are signs that the ‘long term’ is moving closer—that the relationship between sustainability 
and corporate growth is already beginning to become clear. For business leaders who have not yet 
addressed sustainability, time may be running short.

Conclusions
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Appendix: survey results

57

43

0

General management

Strategic planning

Neither

Do you have responsibility for, or influence over, any of the following: 
(% respondents)

ESG sustainability in the last three years

ESG sustainability in the next three years

How important has environmental, social and governance (ESG) sustainability been to your company in the past three years,
and how important will it become over the next three years? Please select one from each row. 
(% respondents)

5831

331541

4017

37

Very important Important Neither important nor unimportant Unimportant Very unimportant Don’t know

57

49

47

25

23

23

22

14

7

4

4

Doing the ‘right thing’ ethically

Ensuring long-term profitability

Complying with laws and regulations

Cultivating a “green” image

Cultivating an image of openness and transparency

Fostering innovation in product development

Fostering innovation in business processes

Cultivating an image of diversity and inclusiveness

Meeting demands of pressure groups, NGOs, regulators and/or others

Respond to pressure from socially responsible investors and analysts

Other, please specify

What are your organisation’s main motivations (or most important goals) for promoting environmental, social and 
governance sustainability policies over the next three years? Select up to three. 
(% respondents)
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44

39

17

Yes, please specify

No

Don’t know

Have the company’s sustainability (environmental, social and/or governance) strategies or programmes actually led to 
development of new products or better ways to do business? 
(% respondents)

53

2

40

39

38

32

15

10

5

5

3

2

5

Customers

The company’s supervisory board

Government/regulators

Employees

Investors / shareholders

Media

Special interest groups and NGOs

Banks and other creditors

Suppliers

Rating agencies

The company’s auditor

Other, please specify

Don’t know

Which of the following stakeholders have consistently had the strongest influence on your company’s environmental, social, 
and governance objectives? Select up to three. 
(% respondents)
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64

1

50

40

27

18

16

8

4

4

2

2

3

Investors / shareholders

The company’s supervisory board

Customers

Employees

Government/regulators

Banks and other creditors

Suppliers

Media

Rating agencies

The company’s auditor

Special interest groups and NGOs

Other, please specify

Don’t know

Which of the following stakeholders have consistently had the strongest influence on your company’s economic objectives? 
Select up to three. 
(% respondents)

ESG sustainability strategy is a pre-requisite for my company’s long term growth

ESG sustainability is currently a source of competitive advantage for my company

Sustainability issues are important in my geographic region

Sustainability issues are currently important in my sector

Sustainability issues are relatively unknown in my sector but are becoming more important

To what extent do you agree with these statements? Please select one from each row. 
(% respondents)

33

19

23

23

8

261543

3163032

1

1

1

2102143

3142337

12262429

Strongly agree Agree somewhat Neither agree nor disagree Disagree Strongly disagree Don’t know
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14

45

38

4

43

43

9

4

70

17

6

8

Strong

Weak

No causal link

Don’t know

In your view, how strong, if at all, is the causal link between a company’s financial performance and its commitment to 
environmental, social and governance goals in the short, medium and long terms? 
(% respondents)

Short term (1-2 years) Medium term (2-5 years) Long term (5-10 years)

50

4

38

33

28

26

21

20

18

13

13

8

1

Increasing energy efficiency

Employee health and safety

General accountability and transparency to all stakeholders

Offering environmentally sound products and services

Promoting local community relations

Compliance with anti-corruption laws and standards

Reducing other environmental pollution

Reducing CO2 emissions

Promoting diversity and inclusion in the company’s work force

Reducing water consumption

Transparency in board member selection, and board operations

Transparency in boardroom pay

Other, please specify

Thinking about your company’s environmental, social and governance goals over the next three years, which of the following 
represent the company’s highest priorities? Select up to three. 
(% respondents)
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35

22

22

14

7

Selected elements of environmental, social and governance sustainability goals are included in our risk management strategy

Improving performance in environmental management, social relations and governance practices is a fundamental part of our risk management

Environmental, community relations and governance practices are not part of our risk management strategy, but will be within the next few years

These practices are not included in our risk management now, and there are no plans to include them in the next few years

Don’t know

To what extent are environment, social, and governance (ESG) sustainability issues part of your company-wide risk 
management strategy? 
(% respondents)

33

32

27

24

20

20

13

9

8

8

6

14

Reviewing our business model

Incorporating environmental issues into risk management

Promoting green IT practices

Seeking alternative energy sources

Reducing CO2 emissions

Reducing water consumption

Green logistics

Including sustainability metrics in employee evaluations

Shifting operations to new geographies

Carbon trading initiatives

Other, please specify

Don’t know/not applicable

Which, if any, of the following activities is a current business practice of your company aimed at promoting environmental 
sustainability? Select up to three. 
(% respondents)
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41

31

25

25

20

20

19

18

17

2

7

Driving health and safety issues in the workplace

Promoting diversity in the workplace

Engaging employees in social programmes outside the workplace

Operating social care projects in the local community

Operating social projects in the wider global community

Promoting outreach to and dialogue with local interest groups

Incorporating social issues into risk management

Promoting employee rights

Setting minimum standards for subcontractors’ employment practices

Other, please specify

Don’t know/not applicable

Which, if any, of the following activities is a current business practice of your company aimed at promoting social 
sustainability? Select up to three. 
(% respondents)

55

46

35

28

17

16

15

7

7

7

0

5

Promoting ethical behaviour and fair business practice across the company

Adhering to a clear code of ethics

Complying with corporate governance codes

Incorporating governance issues into risk management

Increasing communication with investors, rating agencies, and creditors

Having in place anti-corruption procedures (eg, a ‘whistle blowing’ facility)

Increasing communication with special interest groups, NGOs, and the local community

Providing greater transparency around management board appointments

Providing greater transparency around remuneration of senior management

Ensuring gender balance in top management and corporate boards

Other, Please specify

Don’t know/not applicable

Which, if any, of the following activities is a current business practice of your company aimed at improving the company’s 
governance structure? Select up to three. 
(% respondents)
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40

20

18

11

11

7

4

We do not publish any information about our sustainability practices or goals

We do not publish such a sustainability report, but plan to do so within the next two years

We publish our ESG sustainability goals, and our progress toward meeting them, at least once a year

We regularly publish a report which integrates our financial results (annual report) and our progress toward ESG sustainability goals (integrated report)

We have a separate communications strategy for ESG sustainability issues

We publish our ESG sustainability goals, and our progress toward meeting them, on an ad hoc basis

Don’t know

How, if at all, does your company report its performance in environmental, social and governance (ESG) sustainability?
Select all that apply. 
(% respondents)

44

27

26

21

14

14

7

4

20

1

Immediate financial goals are more urgent

Absence of a compelling business case for sustainability

Inadequate budget

Lack of consensus on ultimate goals of a sustainability programme

Insufficient clarity concerning responsibilities in the company

Lack of clarity on legal or regulatory obligations to meet sustainability standards

Need for more transparency in operations or practices

Other, please specify

Not applicable—we have no obstacles to implementing sustainability principles

Don’t know

Which, if any, of the following are the main obstacles to incorporating sustainability principles into the company’s strategies 
and practices? Select up to three. 
(% respondents)
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14

12

10

5

4

3

3

3

3

3

3

2

2

2

1

1

1

1

1

1

1

1

1

1

1

1

1

17

India

United States of America

United Kingdom

Brazil

China

Australia

Germany

Mexico

Singapore

South Africa

Switzerland

Canada

Italy

Nigeria

France

Indonesia

Poland

Portugal

Spain

Belgium

Finland

Hong Kong

Ireland

New Zealand

Pakistan

Russia

United Arab Emirates

Other

In which country are you personally located? 
(% respondents)
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7

57

5

1

3

12

9

2

3

0

Board member

CEO/President/Managing director

CFO/Treasurer/Comptroller

CIO/Technology director

Other C-level executive

SVP/VP/Director

Head of business unit

Head of department

Manager

Other

Which of the following best describes your job title? 
(% respondents)

76

74

27

20

15

11

7

5

4

4

1

4

General management

Strategy and business development

Marketing and sales

Finance

Operations

Risk management

Information and research

Human resources

Customer service

IT

Legal

Other, please specify

What are your main functional roles? Choose up to three. 
(% respondents)
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1

2

1

3

5

3

4

4

4

4

3

7

4

6

10

1

10

1

20

3

3

2

Aerospace and Defence

Agriculture and agribusiness

Automotive

Chemicals

Construction and real estate

Consumer goods

Education

Energy and natural resources

Entertainment, media and publishing

Financial services: banking

Financial services: insurance

Financial services: other

Government/Public sector

Healthcare, pharmaceuticals and biotechnology

IT and Technology

Logistics and distribution

Manufacturing

Professional services: accounting, tax and audit

Professional services: other

Retailing

Telecoms

Transportation, travel and tourism

What is your primary industry? 
(% respondents)
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57

12

10

5

17

$500m or less

$500m to $1bn

$1bn to $5bn

$5bn to $10bn

$10bn or more

What are your company's annual global revenues in US dollars? 
(% respondents)

32

28

14

11

11

4

Asia-Pacific

Western Europe

North America

Latin America

Middle East and Africa

Eastern Europe

In which region are you personally based?  
(% respondents)
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