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A DRIVER OF A

Corporate
Governance
S U S TA I N A B L E E C O N O M Y

The European Green Deal has galvanised the
EU to move towards a sustainable economy.
Even before that, 181 CEOs of the Business
Roundtable committed “to lead for the benefit
of all stakeholders”. With environmental and
social crises in overdrive, radical action needs
to start immediately. Awareness is growing
amongst businesses and policymakers but it’s
not enough: now we need a plan. Below, we set
out six ideas to help boards start today with
the transition toward sustainability.
By Olivier Boutellis-Taft

There is now indisputable scientific evidence that continuing on
a path of endless economic growth in a finite world is suicide.
A few leading businesses have been taking steps to reign in their
environmental impacts, but the majority needs to follow to create the system change that is needed. The European Union (EU)
has shown leadership with the European Green Deal. Now, it is
time to deliver.
The publication “10 ideas to make corporate governance
a driver of a sustainable economy, offers steps to guide the transition to a circular economy, by suggesting:
• changes in boards’ roles and practices in business
• legislative and non-legislative actions by EU and national
policymakers and regulators
In this article, we will focus on the ideas that help businesses
to make their business model sustainable.

Boards must change to make
the economy sustainable
Markets have proved to be a great transformative force: we need to
leverage their power to move towards a sustainable economy.
Boards can take the following actions to start transforming businesses toward sustainability:
1

Recognise their public interest responsibility to make business
sustainable

All boards must take their responsibility to put their businesses on
an accelerated path toward sustainability and ensure the survival
of the business. From a business standpoint, this includes: access
to raw materials, energy efficiency, supply chain resilience, social
license, attracting talent and contingency planning.
2 Transform the business model
In practical terms, moving to a circular economy means transforming the business model. The board’s agenda must reflect this
and monitor progress to that goal.   The board will need to broaden
its approach to risk management including: the impact of stranded
assets, environmental litigation and reputational risk. Boards
also need to anticipate regulatory reforms that address climate,
social and environmental challenges.

3 Make board composition fit for (renewed) purpose
A new purpose requires new skills and a new approach. The people and processes in business decision-making will have to change.
For example, as suggested by Prof. Mervyn King, the Chief Financial Officer could evolve into a Chief Value Officer, who can evaluate the company’s value creation beyond financial success. Many
qualified accountants can already fill this role.
Boards should seek to diversify professional competences
and ways of thinking. To this end, different cultures, genders,
social backgrounds and generations should find their way into the
boardroom.
4 Regularly (re)assess functioning and processes
Board efficiency starts with having the right people and putting
effective processes in place to constantly assess the board’s functioning. Boards need to reinforce or develop:
• objective director selection and recruitment procedures
• ad hoc on-boarding and development programmes
• balanced reward and retention policies
• regular individual performance assessments
• full board assessments
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To help prevent complacency and groupthink, these processes
need to have independence and objectivity.
5 Think in an integrated way
Boards need to integrate environmental and social considerations
at all levels of the business and to take a fully integrated approach
to strategy, management and reporting. This can be achieved with
an approach that:
• includes comprehensive scenario analysis in strategic planning
• is inclusive and efficient, and takes advantage of experimentation, decentralisation and empowerment
• measures transformative progress and shares experience on
issues that are of public interest. The integrated reporting <IR>
framework can be of great help in this respect. It would also
help to bring order and consistency in the reporting standards
landscape that remains too fragmented.
6 Transcend the business boundaries
Boards need to consider their entire supply chain, e.g. by conducting due diligence, as well as the stakeholders and ecosystem
of the business. Impacts need to be analysed and measured,
including full lifecycle assessments of products.

Act now, act swiftly
Making our economy sustainable is a collective responsibility. In
their different capacities, professional accountants play a key role
at all stages of corporate governance. Good business decisions
start with reliable information. As businesses change their benchmarks for success, accountants contribute by: measuring impacts,
disclosing information and adding credibility.
The EU has been showing outstanding leadership, including
its call for natural capital accounting in the European Green Deal.
We encourage it to continue taking decisive action even if others
hesitate. Competitiveness is very important, but without a viable
planet, it doesn’t matter anymore. There is no time to lose, private
and public actors need to act swiftly and decisively to create
a sustainable economy.
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