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From mostly being a playing ground for accounting
firms and in-house ESG specialists trying to handle
more than 400 ESG indices and rankings, and
+ 4,500 KPIs, ESG now has become a strategic leadership agenda, that must be owned by top management.

Starting with the E:
Investors are increasingly seeing climate risks as
part of their fiduciary duty. This was confirmed
when in November 2020, leading investors called
on Europe’s largest companies to address missing
climate change costs in their financial accounts
with the message that ignoring or failing to account
for material climate risks and making their business models Paris-aligned would not only put
their investments at risk, but our common futures
at risk.
It’s no surprise then that global executives
are ranking climate change the most serious societal threat to their business over the next decade
according to Deloitte, the WEF Risk Report and
many other sources. But it is also one of the greatest business opportunities. In his annual letter, Mr.
Fink, the CEO of BlackRock, recently stated: “In
March, the conventional wisdom was that the crisis diverts attention from climate. But just the opposite took place, and the reallocation of capital
accelerated even faster than I anticipated.” Investors in mutual funds and exchange-traded funds
poured 288 bn USD into sustainable assets between

Achtzehnte Ausgabe

These days many global executives are waking up to a new ESG
reality: investors and shareholders expect them to better manage
their ESG risks as systemic conditions for their companies in
a changing world; stakeholders reward brands that proactively
contribute to fairer, more sustainable and regenerative futures; and
legislators require businesses to disclose how.
By Lise Kingo

January and November last year, Mr. Fink said,
which is nearly double the sum for all 2019. And
according to the BlackRock CEO, there is no company whose business model won’t be profoundly
affected by the transition to a net zero economy.
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At the 12th Geschäftsberichte-Symposium on
June 23, 2021, Lise Kingo
will share what this means
for leadership in business
and the consequences for
new Corporate Governance.

The missing S:
A recent EY survey among institutional investors
showed that 41% of investors were dissatisfied with
companies’ social disclosures. That was before
COVID-19. The COVID-19 pandemic has put into
stark relief the impact of growing inequalities on
our economies, global health and the very social fabric of our societies. The 2021 Edelman Trust Barometer revealed a sharp decline in institutional trust
and crisis in leadership during a year characterized
by the COVID-19 pandemic, systemic racism and
political instability. At the same time, respondents
put their hopes on business leaders doing the right
thing. 86% of the general population expect CEOs
to lead on societal issues. These heightened stakeholder expectations require that top management
put the same rigor, thoughtfulness and energy into
delivering societal impact and contributing to building back economies that are fairer and more just.

The growing importance of the G:
The world is changing at an incredible pace, and
one thing is certain: business cannot thrive in a
world of poverty, inequality, unrest and environmental stress. Contrary, businesses that contribute
to a sustainable and fair transition – and who proactively account for how their business model meets
the needs of their stakeholders – stay relevant and
future-fit.
Boards are now waking up to a new reality:
first, they can no longer use the old Milton Friedman doctrine that the social responsibility of business is to increase its profit. Second, that in a
changing world, sustainable business has become a
deeply strategic business issue that needs their attention and governance oversight.

But are Board Directors prepared for these
discussions? According to a new study from New
York University’s Stern Center for Sustainable
Business, only 3% of the 1,188 board directors in the
100 largest US companies had climate expertise,
whereas 6% had broader ESG experience. Certainly, according to the Global Board Survey 2020 from
Intersearch, the increased focus on sustainability
and purpose is the number one trend to impact the
board and the corporate governance agenda in the
coming year.

Boards are
now waking up to
a new reality.

Sustainability is a leadership agenda, and
one which requires that boards urgently become
more climate- and ESG-competent.
Sustainable is an all in journey. It will not
work to be only halfway committed. Any company that wants to become a truly responsible business must enjoy continuous transformation. And
this requires strong personal leadership and full
commitment from the CEO and the Board Chair.
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