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Sustainability reporting has emerged as a common practice

of 21st-century business

Where once sustainability disclosure was the province of a
few unusually green or community-oriented companies,
today it is a best practice employed by companies world-
wide. A focus on sustainability helps organizations manage
their social and environmental impacts and improve
operating efficiency and natural resource stewardship,

and it remains a vital component of shareholder,
employee, and stakeholder relations.

One of the biggest moments in the mainstreaming of sustainability
reporting came in 2009, when Bloomberg made access to sustainability
data available to terminal subscribers as part of its regular subscription.
There are more than 100 sustainability data points available for each firm
covered, and in the latter half of 2010, analysts and investors viewed more
than 50,000,000 indicators, representing a 29% uptick from the prior six
months.’

It is clear that sustainability reporting is here to stay. A full 95% of the
Global 250 issue sustainability reports.2 Firms continuously seek new
ways to improve performance, protect reputational assets, and win share-
holder and stakeholder trust. The evidence is all around us.
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Ways that sustainability reporting provided major value

Improved reputation

Increased employee loyalty

Reduced inaccurate information about the
organization’s corporate social performance
Helped the organization refine

its corporate vision or strategy

Increased consumer loyalty
Led to waste reduction within the organization
Improved relationships with regulatory bodies

Monitoring long-term risk and improving
long-term risk management

Led to other forms of cost savings
within the organization

Helped the organization to take measures to
increase long-term profitability

Improved access to capital

Preferred insurance rates

Source: Boston College Center for Corporate Citizenship and Ernst & Young 2013 survey
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Seven major business benefits of sustainability reports

1. Financial performance

New research suggests that the value of disclosure extends to the firm’s
balance sheet. This is consistent with the survey responses for this report,
where by a majority reported realizing business value as a result of their
companies’ reporting efforts.

A 2009 analysis of the results of more than 200 independent empirical
studies examining the relationship of corporate social and environmental
performance to corporate financial performance suggested that companies
might benefit from increased communication of their good deeds.? The
studies in the sample specifically covering transparency and reporting indi-
cated positive market reactions to sustainability reporting.+

Recent research found that environmental disclosure quality and firm value
have a positive relationship. Even after implementing a control for environ-
mental performance, the most transparent companies in the study tended

to have higher cash flows.s

2. Access to capital

A recent paper suggests that investors increasingly prefer to invest in
transparent enterprises due to higher stakeholder-manager trust, more
accurate analyst forecasting, and lower information asymmetry.

Recent research found that reporting firms ranked highly for sustainability
have Kaplan-Zingales Index scores that are 0.6 lower than the scores for
low-sustainability companies.” A lower score signifies fewer capital
constraints.

2 Value of Sustainability Reporting

3. Innovation, waste reduction, and efficiency

Reporting can offer firms insight into potential changes in process and
business. Innovative firms can employ social and environmental initia-
tives as opportunities for learning.® In a 2012 global survey of sustainability
reporters, 88% indicated that reporting helped make their organizations’
decision-making processes more efficient.®

4. Risk management

The links between material business impacts and environmental and social
risks suggest that sustainable business management and its key metrics will
become more significant in the evaluation of overall business risk.”

Reporting firms may be better able to predict and manage risks emanating
from sustainability-related dimensions of business. Engaging in sustain-
ability reporting may allow firms to:

« Anticipate and prepare for issues in communities of operation

« Increase agility in process improvement

« Anticipate and prepare for future materials scarcity



5. Reputation and consumer trust

Reporting may prove to be a powerful tool for corporations that need
to build or restore trust. A recent Ernst & Young study found that social
acceptance risk was one of the Top Ten Risks for Global Business and
that corporations may benefit from communicating transparently to the
public.”

The 2013 Boston College Center for Corporate Citizenship and Ernst &
Young survey revealed that more than 50% of respondents issuing
sustainability reports reported that those reports helped improve firm
reputation (see figure on page 1).

6. Employee loyalty and recruitment

Proactively communicating your firm’s corporate responsibility commit-
ments has a positive impact on productivity, including the number of
voluntary, uncompensated hours worked. A reputation for responsibility
and disclosure can help recruiting efforts.™

More than 30% of reporters in the 2013 Boston College Center for

Corporate Citizenship and Ernst & Young survey saw increased employee
loyalty as a result of issuing a report (see figure on page 1).
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7. Social benefits

A study of corporate social responsibility in highly competitive markets con-
cluded that companies engaging in sustainability initiatives can
simultaneously increase firm success, reduce negative social influence and
benefit society at large.”
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The Global Reporting Initiative: The leading global standard

More than two-thirds of respondents indicate that their
organizations employ the GRI framework in the
preparation of their reports.

The Global Reporting Initiative was founded at the end of the 1990s
and the first version of the GRI standards appeared in 2000.

The GRI framework is a collection of reporting guidance documents —
all of which were developed through global, multi-stakeholder
consultative processes — designed to assist companies in preparing
sustainability reports and ESG disclosures. This framework is the most
widely adopted globally, and provides a unified standard for reports to
be assessed and compared.

The key benefit of using the GRI framework, in addition to standardiza-
tion of reports, is guidance on material issues. The GRI emphasizes that
a company consider those environmental and social aspects that are
most significant to its key stakeholders and have the most significant
impacts on its business —or result from it."+
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Reporting framework organizations use to
organize their reports

I'm not sure

Non-GRI

GRI Guidelines
No framework

GRI-referenced

Source: Boston College Center for Corporate Citizenship
and Ernst & Young 2013 survey
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Sustainability reports: Yesterday and today

Between 2007 and 2011, the GRI Sustainability Disclosure
Database, which tracks sustainability reports submitted by
companies, grew, on average, more than 30% each year.

Only a few dozen companies filed reports with the GRI in its first few
years, but with the environmental sustainability movement at its core, it
quickly gathered momentum. By the mid-2000s, hundreds of companies
were voluntarily adopting the GRI framework and producing sustainability
reports. In January 2011, the GRI began collecting GRI-referenced and non-
GRI-referenced reports.™

Today, thousands of companies, from all over the globe, are publishing
sustainability reports. In the Boston College Center for Corporate
Citizenship and Ernst & Young survey, a majority of respondents indicated
that their organizations issue a sustainability report.
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Growth of sustainability reporting, 2000-2011
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Source: Data from GRI Sustainability Database; collection of GRI-Referenced
and Non-GRl reports began in January 2011
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It's just part of business: Reasons to report

Motivations for reporting by company size Motivations for reporting by company type

Transparency
with stakeholders

Transparency with
stakeholders

Stakeholder pressure Stakeholder pressure

Competitive advantage

Brand/Reputation 1 Competitive advantage -
1

B Annual revenues of W Publicly traded

Other ' $5 billion and over Brand/Reputation ] for»profit company
M Annual revenues under W Private for-profit
I'm not sure l $5 billion Company cuiture I company
Company culture I I'm not sure I
Sr?:; rl(:_:rer;s%s:%r:"(]:go g%%%(;ﬁnwt:; for Corporate Citizenship Source: Boston College Center for Corporate Citizenship
and Ernst & Young 2013 survey

Companies are motivated to report for different Public companies are influenced by stakeholders to
reasons. Large companies are more likely to report a greater extent than privately held companies,
than small companies, and they appear to be influ- suggesting increased influence of stakeholder
enced more than small companies by expectations perspectives.
of transparency with stakeholders and competitive
differentiation. Private companies are more likely than their public

counterparts to see reporting as an opportunity to
manage risk.
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Reasons to report by industry

Across industries, transparency with stakeholders was a key
motivation for organizations to issue reports.

What motivates organizations to report

" Ii i I -i i
2
(\o (\\0

Transparency with stakeholders
Bl Competitive advantage
M Risk management
Stakeholder pressure
Source: Boston College Center for B Company culture
Corporate Citizenship and I Brand/Reputation
Ernst & Young 2013 survey
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Additional internal and external drivers for reporting

« Rating agencies factoring sustainability information into broader
analysis™

« Executives, shareholders and investors seeking assurance that
sustainability risks have been managed

« Communities seeking information regarding how the company is
managing the environmental and social impacts of its operations

« Regulations related to environmental and social matters

« Current and potential employees seeking information about company
sustainability practice”
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Reporting: The law of the land?

In many countries some type of sustainability reporting is mandated, either by exchanges or by the government,
and every year brings new laws and guidelines to countries throughout the world

As of 2012, the governments or stock exchanges of 33 countries have
required or encouraged some level of sustainability reporting:®

Argentina
Australia
Austria
Brazil
Canada
China
Denmark
Ecuador
Egypt
Finland

France

Germany
Greece
Hungary
India
Indonesia
Ireland

Italy

Japan

Korea
Luxembourg

Malaysia
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On April 16, 2013, the European Commission issued a press release that
announced proposals for a directive of the European Parliament and the
Council of the European Union which would require large companies to
disclose information on the major economic, environmental, and social

Mexico . . . . .
X! impacts of their business as part of their annual reporting cycle.

Netherlands

Norway Many indicators suggest that mandatory corporate reporting will be the
Saudi Arabia future in both developed and emerging economies.

Singapore

South Africa

Spain

Sweden

Turkey

United Kingdom

United States
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Reporting contributes to important business outcomes:

Industry breakdown

More than 40% of respondents within
the information, health care, and
professional services industries
indicated that reporting provides
major value for employee loyalty.
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Increased consumer loyalty

Health care and
social assistance

Professional, scientific,
and technical services

Information
Finance and insurance
Utilities and mining

Manufacturing

Reduce waste

Professional, scientific,
and technical services

Information
Finance and insurance

Manufacturing

Health care and
social assistance

Utilities and mining

Increased employee loyalty

Information

Health care and
social assistance

Professional, scientific,
and technical services

Finance and insurance

Manufacturing

Utilities and mining

Monitoring long-term risk and
improve risk management

Health care and
social assistance

Information
Utilities and mining

Finance and insurance

Professional, scientific,
and technical services

Manufacturing

Source: Boston College Center for Corporate Citizenship and Ernst & Young 2013 survey
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Why not report?

Organizations that are reporting are most challenged

by data-related issues. Differences emerged among the
major reasons why private and publicly traded for-profit
companies are not issuing reports. Availabity of data

Accuracy or
completeness of data

Challenges of sustainability reporting
and assurance process

Internal buy-in to
disclose data

Limited resources

Reasons why companies do not report

No one is asking for

We intend to do so, but have _
not gotten the resources to
prepare a public report

]
We track this information M Publicly traded
internally, but elect not - for-profit company

to publish it _ W Private for-profit

company
We consider the l
information proprietary -
104 20%| 304 40%| 50

40%1 50*1 60

Source: Boston College Center for Corporate Citizenship and Ernst & Young 2013 survey
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The future of sustainability reporting

Some advocates of sustainability believe that integrated
reporting is the way forward. As more companies issue
sustainability reports, analysts expect that public and
investor demand for external assurance of sustainability
reports will grow.

One part of the move towards standardization is the push for annual
reports that include and connect information on both financial and
non-financial aspects of business. In 2010, the GRI cofounded the
International Integrated Reporting Council (IIRC) to help promote the
disclosure of sustainability performance data.”

Because analysts, investors, and other stakeholders are paying atten-
tion to sustainability reporting, many firms have come to understand
that the credibility offered by assurance is important. Among those
report-issuing companies in the Boston College and Ernst & Young sur-
vey, 35% have some level of assurance conducted on their sustainability
reports. Of those reporting assurance, 55% have their full reports
assured and 45% have some indicators assured.

A recent study found that readers are more likely to believe negative
disclosures than positive disclosures in reports. In order for dis-
closures of positive performance to have the same weight and
credibility as negative disclosures, the positive disclosures had to
be assured — even if the negative disclosures were not assured.>®
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Assured reports by provider type, 2012

Other

Engineering firm

Small consultancy/
boutique firm

Accountant

Scope of assurance, 2012

Not Specified

GHG Only

Entire
Sustainability
Report

Specific Section(s)

Source: Data from GRI Sustainability Database
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Reporting frameworks

A table illustrating the alignment of reporting dimensions Sample description:
across frameworks can be found here. This document
. . oL L. o ization initiati tool Global Reporting Initiative (GRI) Sustainability
covers nine different initiatives, descriptions of the rganization initiative ortool | oo orting Guidelines
reporting framework, tool, and/or standards they cover, o Bporiing o mawera G fs tie GRI s
the industries and regions they represent, and which core of sl iy repertilis guiediiies, e
) L G4 is planned to be released in May 2013.
sustalnablllty Issues they address. Type/description Performance indicators are organized into
the following three dimensions: economic,
environmental and social.
- www.globalreporting.org
Members/ More than 4,000 organizations from across the
regions represented globe have created a GRI or GRI-referenced report.
Industries All public and private organizations

+ Organizational governance
« Human rights
« Labor practices
Core subjects « The environment
« Fair operating practices
« Consumer issues
« Community involvement and development

« The Global Reporting Initiative
www.globalreporting.org

« GRI-Reports-List-1999-2013
www.globalreporting.org/reporting/report-
services/sustainability-disclosure-database/
Pages/Discover-the-Database.aspx

« GRI Sustainability Disclosure Database
database.globalreporting.org

Website
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www.bcccc.net/Pdf/reportingframeworks.pdf

About this study

This study was produced as a joint effort between the
Carroll School of Management Center for Corporate
Citizenship at Boston College and Ernst & Young LLP.

The Boston College Center for Corporate Citizenship and Ernst & Young
LLP conducted a survey on sustainability reporting, which was adminis-
tered between February 26 and March 8, 2013. The comprehensive survey
covered various aspects of an organization’s ESG reporting. Topics in-
cluded the cost and benefits of reporting, as well as making connections to
financial performance. Respondents’ companies did not have to report in
order to participate in the survey.

Survey information was sent by email to members of the Center for Cor-
porate Citizenship and to other professionals. The survey was also sent

to members of a Survey Sampling International (SSI) panel. Members of
the SSI panel were corporate professionals and were required to be em-
ployed at management or executive levels in their companies to complete
the survey. All respondents needed to be at least somewhat familiar with
their organizations’ sustainability disclosures (also known as corporate
citizenship; environmental, social and governance; ESG; or corporate social
responsibility disclosures).

There were 579 total respondents and 391 work for an organization that
issues a sustainability report.
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Company operations area -
domestic (US only) vs. global

Domestic

Global

Company type

Governmental corporation
or congressionally authorized organization

Other

Private non-profit
corporation

Publicly traded
for-profit
company

Private
for-profit company

Source: Boston College Center for Corporate Citizenship
and Ernst & Young 2013 survey
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Classification of companies by industry

Industry Percent of
respondents
Manufacturing 17
Finance and insurance 15
Professional, scientific, and technical services 12
Utilities and mining 9
Information 8
Other 7
Health care and social assistance 6
Retail trade 5
Construction 4
Transportation and warehousing 4
Other services (including public administration) 3
Accommodation and food services 2
Administrative and support; and waste and facili- 2

ties management

Arts, entertainment, and recreation 2
Educational services 2
Real estate 2

Note: Industries based on North American Industry Classification System (NAICS).

14 Value of Sustainability Reporting



Endnotes

'P. Tullis, “Bloomberg’s Push For Corporate Sustainability,” 30 March 2011 (online).
Available: http://www.fastcompany.com/1739782/bloombergs-push-corporate-sustainability
(accessed 5 February 2013).

2GRI, “Report or Explain: a smart policy approach for non-financial information disclosure,”
7 March 2013 (online). Available: https://www.globalreporting.org/resourcelibrary/GRI-non-
paper-Report-or-Explain.pdf (accessed 13 March 2013)

3).D. Margolis, H. A. Elfenbein and J. P. Walsh, “Does It Pay To Be Good...And Does It
Matter? A Meta-Analysis of the Relationship between Corporate Social and Financial Perfor-
mance,” Social Science Research Network, 2009.

41bid.

5M. Plumlee, D. Brown, R. M. Hayes and R. S. Marshall, “Voluntary Environmental Disclo-
sure Quality and Firm Value: Further Evidence,” Social Science Research Network, 2010.

6D.S. Dhaliwal, O. Z. Li, A. Tsang and Y. G. Yang, “Voluntary Nonfinancial Disclosure and
the Cost of Equity Capital: The Initiation of Corporate Social Responsibility Reporting,”
The Accounting Review, Vol. 86, No.1, 2011, pp. 59-100.

7B. Cheng, I. loannou and G. Serafeim, “Corporate Social Responsibility and Access to
Finance,” Social Science Research Network, 2011.

8¢ E. Hull and s. Rothenberg, “Firm Performance: The Interactions of Corporate Social
Performance with Innovation and Industry Differentiation,” Strategic Management Journal,
Volume 29, Issue 7, 2008, pp. 781-789.

9Black Sun Plc, “Understanding Transformation: Building the Business Case For Integrated
Reporting,” Black Sun Plc, 2012.

OErnst & Young, “Climate change and sustainability: How sustainability has expanded the
CFO’s role,” Ernst & Young, 2011.

"Ernst & Young, “The top 10 risks for business: a sector-wide view of the risks facing
businesses across the globe,“ Ernst & Young Business Risk Report, 2010.

'2p_ Crifo and V. Forget, “The Economics of Corporate Social Responsibility: A Survey,”
Ecole Polytechnique, 2012.

15 Value of Sustainability Reporting

BOSTON COLLEGE
CARROLL SCHOOL
OF MANAGEMENT

CENTER FOR
CORPORATE CITIZENSHIP

13).D. Fernédndez-Kranz and J. Santal6, “When Necessity Becomes a Virtue: The Effect of Prod-
uct Market Competition on Corporate Social Responsibility,” Journal of Economics & Manage-
ment Strategy, Vol. 19, Issue 2, 2010, pp. 453-487.

4GRI, “Materiality in the Context of the GRI Reporting Framework” (online). Available:
https://www.gloreporting.org/reporting/guidelines-online/TechnicalProtocol /Pages/
MaterialitylnThe ContextOf TheGRIReportingFramework.aspx (accessed 20 March 2013).

5GRI, “Sustainability Disclosure Database Data Legend,” September 2012 (online). Available:
https://www.globalreporting.org/resourcelibrary/GRI-Data-Legend-Sustainability-Disclosure-
Database-Profiling.pdf (accessed 17 April 2013).

16Standard & Poor’s, “Corporate Responsibility & Sustainability,” December 2012 (online).
Available: http://ratings.standardandpoors.com/about/who-we-are/Our-Approach-to-
Corporate-Social-Responsibility.html (accessed 26 March 2013).

"7GRI, “Starting Points: GRI Sustainability Reporting: How valuable is the journey?” GRI,
Amsterdam, 2011.

18The Hauser Center for Nonprofit Organizations; Initiative for Responsible Investment,
“Current Corporate Social Responsibility Disclosure Efforts by National Governments and
Stock Exchanges,” 2012.

'9GRI, “Integrated Reporting” (online). Available: https://www.globalreporting.org/informa-
tion/current-priorities/integrated-reporting/Pages/default.aspx (accessed 19 February 2013).

20p_ ). Coram, G.S. Monroe and D. R. Woodliff, “The Value of Assurance on Voluntary Nonfi-
nancial Disclosure: An Experimental Evaluation,” Auditing: A Journal of Practice & Theory, Vol.
28, No. 1, 2009, pp. 137-151.



About the authors

The Carroll School of Management Center for Corporate
Citizenship at Boston College is a membership-based
knowledge center. Founded in 1985, the Center has a
history of leadership in corporate citizenship research
and education.

The Center engages more than 400 member compa-
nies and more than 10,000 individuals annually to share
knowledge and expertise about the practice of corporate
citizenship through the Center’s professional develop-
ment programs, online community, regional programs,
and annual conference.

The Center is a GRI-Certified Training Partner.

For more information, visit the Center’s website at
BCCorporateCitizenship.org.

BOSTON COLLEGE
CARROLL SCHOOL

CENTER FOR OF MANAGEMENT
CORPORATE CITIZENSHIP

Ernst & Young is a global leader in assurance, tax, trans-
action and advisory services. Worldwide, our 167,000
people are united by our shared values and an
unwavering commitment to quality. We make a difference
by helping our people, our clients and our wider
communities achieve their potential.

Ernst & Young refers to the global organization of
member firms of Ernst & Young Global Limited, each of
which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not
provide services to clients. For more information about
our organization, please visit www.ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

55 LEE ROAD « CHESTNUT HILL, MA 02467-3942 « T: 617-552—4545 « F: 617-552-8499 . E-MAIL: ccc@bc.edu « www.BCCorporateCitizenship.org


www.ey.com
http://www.bcccc.net/

To view the entire report please visit the Center for
Corporate Citizenship website at

To view the complete reporting frameworks visit
the Center for Corporate Citizenship website at

For information on the Center’s professional
development training programs including Sustainability
Reporting: A GRI certified program go to

Please contact Karen Hoff at: karen.hoff@bc.edu,
for more information regarding this report.

BOSTON COLLEGE
CARROLL SCHOOL

CENTER FOR OF MANAGEMENT
CORPORATE CITIZENSHIP

© Copyright 2013 Boston College Center for Corporate Citizenship. All rights reserved.


http://www.bcccc.net/Pdf/reportingframeworks.pdf
http://www.bcccc.net/pdf/valueofsustainability.pdf
http://www.bcccc.net/GRIProgram

