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 S

Welcome
to our rst report

This publication, the first such 
endeavor by the WBCSD, reflects 
extensive research conducted by  
us in partnership with Radley Yeldar,  
to understand the state of reporting 
across WBCSD members, and to 
identify best practice and areas  
of improvement so that reporting 
can become truly effective.

As a former CEO of a publicly-traded 
company, I am all too aware that a 
business needs accurate, reliable and 
timely information to monitor its activities, 
and ensure effective decision making and 
efcient management. Such processes are 
a signicant investment in any organization. 

Transparent disclosure is vital to keep 
investors and other stakeholders informed. 
However, despite best efforts to make
reporting engaging, there is no guarantee 
that the information reported will be read 
and used by the intended stakeholder.

2013 has been a milestone year for 
sustainability and corporate reporting, 
with developments that include: the 
Global Reporting Initiative (GRI) G4 
Guidelines; the long-awaited draft Integrated 
Reporting Framework; the emergence of 
the Sustainability Accounting Standards 
Board (SASB) in the US; and the increasing 
recognition of The Economics of Ecosystems 

and Biodiversity (TEEB) for business coalition 
as the key multi-stakeholder platform for 
collaboration on natural capital accounting 
and valuation.

The voice of progressive businesses needs 
to be heard, which is why the WBCSD is 
now involved in the reporting agenda. 
We believe that reporting practices need 
to change to ensure that businesses are 
truly valued on what is important, that 
stakeholders have timely information, and 
that reports are read and used by investors 
and other stakeholders. 

Sustainability reporting has come a long 
way since the rst publications. Fifteen years 
ago, it might have been enough to tick the 
boxes on accident frequency, employee 
satisfaction and heart-warming stories 
of philanthropic activities. However, this 
approach no longer cuts it when it comes 
to showing why sustainability matters and 
what level of performance an organization 
has achieved.

This publication, which we will issue 
annually, aims to engage with businesses 
and the standard setters in progressing the 
quality of non-nancial reporting, so that 
it progressively reects a company’s true 
performance and impact while providing 
information that meets the decision-making 
needs of key stakeholders. 

Ultimately, the WBCSD aims to be the leading 
voice of business that will support companies 
in scaling up true value-adding business 
solutions and in creating the conditions 
where more sustainable companies will 
succeed and be recognized. Improving the 
effectiveness of non-nancial reporting will 
be a key enabler to achieve this.

I hope you nd it useful.

Peter Bakker
President and CEO
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 S

Why does 
reporting  
matter? 

Information is the lifeblood of markets. Imperfect information leads to misallocation 
of resources and poor decision-making. That is why so much effort is still invested in 
evolving corporate reporting – more than a century after public company directors 
were first required to account to their shareholders for their financial stewardship.
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manufactured and natural capital to provide 
the people, relationships and resources 
without which nancial capital is impotent. 
Reporting on these capitals discloses how 
a business uses them to create value.

Regulations are 
increasing globally  
The volume of policy and regulation around 
organizational reporting is increasing 
globally. For example, several governments 
and stock exchanges have introduced 
new corporate governance and disclosure 
requirements. The ‘report or explain’ 
principle is spreading, with initiatives 
adoption by the São Paulo stock exchange 
in 2012 and incorporation in 2013 in the 
European Union proposal for accounting 
legislation to improve non-nancial and 
diversity disclosures by large companies.

Companies listed on the Johannesburg stock 
exchange have been required to produce 
a third-party assured integrated report 
since 2010 and in the same year the US 
SEC issued interpretive guidance on climate 
change risk disclosure In 2012, the Securities 
and Exchange Board of India mandated the 
top 100 listed companies to submit Business 
Responsibility Reports as part of their 
annual reports. 

Non-financial reporting is 
the latest major development 
making corporate disclosure 
more relevant and more useful. 
It helps investors make better 
judgments about a companies’ 
performance and prospects 
while keeping other interested 
stakeholders informed 
and engaged. 

Done well, it allows companies to report 
its true performance and impact rather than 
the partial picture contained in financial 
accounts. As such, it is key to changing the 
way investors value businesses and allocate 
nancial capital, and therefore key to 
sustainable development.

This report demonstrates that information 
on companies’ interactions with society and 
the environment has come a long way since 
initial attempts to quantify environmental 
performance and to communicate 
corporate social responsibility. Non-nancial 
reporting is concerned with value, risk 
and opportunity – the central concerns 
of management and investors.

It has grown rapidly over the past 15 years 
because value is now perceived much more 
broadly than in the past. Financial value is 
still central and nancial capital remains at 
the heart of business and markets. But it is 
clear that focusing solely on nancial capital 
results in a very narrow picture of how 
companies relate to the world around them. 
Every business also relies on human, social, 

Imperfect information 
leads to misallocation 
of resources and poor 
decision-making. 
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More such measures can be expected as 
regulators focus on sustainability reporting 
as part of the transition to a green economy 
acknowledged at the Rio +20 conference. 

Voluntary initiatives on the rise  
Understanding the importance of non-
nancial capital has also fuelled a rash 
of initiatives to improve the quality 
and relevance of reporting. In 2013 the 
International Integrated Reporting Council 
(IIRC) published a draft framework for 
integrating sustainability into annual 
company reports. IIRC brings together 
investors, companies, the accounting 
profession and others concerned with 
corporate reporting. It explicitly recognizes 
the multi-capital concept as one of its 
fundamental principles. 

Also in 2013 the Global Reporting Initiative, 
which has been instrumental in developing 
sustainability reporting for more than a 
decade, issued the fourth generation (G4) of 
its Guidelines which help companies identify 
the topics they should communicate on. 

In the US, the Sustainability Accounting 
Standards Board (SASB) published its 
Conceptual Framework. SASB is developing 
sector-specic guidance on including 
sustainability content in mandatory lings 
to the Securities and Exchange Commission 
(SEC). SASB standards will help companies 
address material issues in ways that are 
auditable and useful for investors and
bridge the gap in US legislation about 
the materiality of ESG issues.

A demand from investors  
Investors are starting to back the drive for 
companies to recognize and respond to 
the risks and opportunities in sustainability.
More than 1,000 asset owners and 
investment managers are members 
of the United Nations Principles for 
Responsible Investment (PRI). They speak 
for US$35 trillion – serious money that is 
taking sustainability seriously as a business 
and investment issue.

Companies factoring 
sustainability issues into 
business strategies will 
ultimately outperform.
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They do not see sustainability as a magic 
bullet to transform investment performance. 
But investors with a medium to long-term 
perspective know that companies face 
signicant risks and opportunities from 
resource constraints, demographic changes, 
poverty, climate change and other major 
global developments.

PRI members believe that the companies 
factoring these issues into business 
strategies will ultimately outperform. 
They want to see evidence in corporate 
reporting that managements understand 
this and are responding appropriately.

Effective non-nancial reporting will provide 
this evidence. It can also drive companies 
to identify value opportunities. The 100+ 
companies in the IIRC pilot program 
concluded that the trials had helped to 
provide a clearer view of their business 
model and the importance of the various 
forms of capital. Ultimately they said it led 
to better business decisions, which is the 
fundamental purpose.

Better decision-making is also the aim 
of WBCSD. We want companies to make 
decisions that advance sustainability as 
well as business success. And we want 
to see reporting that fully reects such 
decisions so that investors can support 

business strategies that create sustainable 
outcomes. Those investment ows will result 
in scaling up innovations that are essential to 
meet the challenges of the coming decades.

The pressing environmental and social 
issues the world is now seeing means that 
businesses need to act now to transform 
sustainability reporting so that it meets 
these needs. Engage with peers and the 
leading thinkers who are pushing this 
concept forward. Integrate sustainability 
into business thinking. And tell the world 
what you have done in ways that engage, 
inform, and stimulate action.

The WBCSD response  
The WBCSD will provide the collective 
business voice, supporting learning and 
doing as part of our Action2020 program 
to scale up sustainable business solutions. 
This report is an important step, providing 
the detailed analysis to guide sustainability 
reporting in the right direction and help 
our members to meet investors’ needs.

Tell the world 
what you have 
done in ways that 
engage, inform, and 
stimulate action.









09
 S

I











I


I
 














I


 

I


I
G











I

What did we do?
Reporting Matters 2013 is one of the largest independent surveys of corporate 

sustainability reporting covering more than 20 sectors and 30 countries. We hope 
it will benefit both WBCSD members as well as the wider corporate community. 

Below is a summary of how we conducted this review. 

1

3

5

7

2

4

6

Purpose

Research

Analysis

Engagement

Linking Reporting Matters 2013 
to the bigger picture

Launch

Criteria development

We started this review because we believe those companies which take sustainability 
seriously will outperform their peers and should be rewarded by capital markets as 
a result. Non-nancial reporting can play a key role in supporting this transition.

We located, were possible, the sustainability, combined or integrated reports of 175 
member companies via their websites or directly from the companies. Each report 
was then systematically reviewed against the dened criteria and then subjected to 
a quality review process to ensure completeness, objectivity, fairness and consistency. 

The review of all reports took 12 weeks to complete, after which a thorough
analysis was undertaken to identify trends and commonalities. We also 
identied companies that best represented the content or experience criteria.

Sustainability is a journey not a destination, and reporting is the means by 
which a company ensures it is on the right path and making progress. We 
hope this review engages members to re-evaluate their reporting practices 
and disciplines. The review of WBCSD members sustainability reporting 
will take place annually. 

The WBCSD’s Action2020 initiative aims to inspire member companies 
to scale up sustainable business solutions. Reporting Matters 2013 sets a 
baseline from which companies can measure their future performance.

The launch of this rst annual Reporting Matters 2013 review is designed to 
inspire member companies to improve the use and effectiveness of reporting 
by highlighting the need for certain focus areas to be improved, and to get 
inspiration from those members that already displayed a mastery in one or 
more areas of sustainability reporting.

The WBCSD partnered with Radley Yeldar (RY) in conducting this review. We 
adapted RY’s tried and tested methodology to reect the global nature of the 
WBCSD’s members, and we developed 12 content criteria and ve experience 
criteria we believe are the necessary ingredients to produce an effective report.



10
 S

I











I


I
 














I


 

I


I
G











I

What did we nd?  
In numbers

What is material?
Dening materiality, or what is important to a business, 
is key to scaling up solutions. Our research shows 
however that only 21 WBCSD members (less than 
12% of all reports reviewed) limit their reporting to 
those sustainability issues considered to be material 
to the business.

This helps to explain why the Global Reporting Initiative 
(GRI), the International Integrated Reporting Council 
(IIRC) and the Sustainability Accounting Standards 
Board (SASB) developed guidelines and frameworks 
in 2013 to help companies clarify what is material for 
reporting purposes.

We also found that there is only a weak correlation 
between report length and the sophistication of a 
company’s overall materiality process. This suggests 
that even the most advanced reporters are not always 
using materiality to make their reporting more concise.

How much is enough?
Stand-alone sustainability PDF reports vary signicantly 
in length with the average being 98 pages. The shortest 
report we reviewed was 16 pages, while the longest was 
780 pages. This wide range of report lengths is perhaps 
reective of the differing functions and expectations 
of sustainability reporting at organizational level.

There is, however, no signicant correlation between 
report length and sector, region, or maturity of 
reporting, suggesting that the increasing length of 
reports is a universal challenge faced by companies. 
Reporting against guidelines such as the GRI has no 
signicant impact on the size of the report.

When combined with the annual report, the amount 
of sustainability content disclosed is generally less 
than a stand-alone report.

Number of pages

11-20 21-30 31-40 41-50 51-60 61-70 71-80 81-90 91-100 101-110 111-120 121-130 131-140 141-150 >151

2

11

1

16

18

12

7

12

11

7

5

11

4

3

13

Number of pages

Materiality

A Report wider than material issues 154

B Report focused on material issues only 21

A

B

By analyzing 175 sustainability reports and aggregating data across a range 
of measurable topics, we have identified some interesting trends that show 
the state of reporting within WBCSD’s membership but also highlight future 

challenges and opportunities.
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How are the GRI guidelines being used?
Our research shows that almost 75% of the reports 
reviewed follow the GRI reporting guidelines, with 
54 companies self-declaring to the highest level under 
GRI G3.1 (A+). The cement sector was the biggest user 
of the GRI guidelines with all reports (12 companies) 
using the guidelines.

We have found companies that use the GRI guidelines 
score slightly better in both our content and experience 
criteria than those who do not. We also found that there 
is no correlation between the use of the GRI guidelines 
and report length. 

 

What is the status of 
integrated reporting?
The majority of WBCSD members (80%) produce a 
stand-alone sustainability report – that is the fullest source 
of sustainability information is separate from any other 
report, such as an annual report.

We found that 21 companies (12% of reports reviewed) 
disclose environment, social and governance matters in 
their annual report or produce a combined report and 14 
companies (8%) issue a report they dene as ‘integrated’ 
although this is not necessarily what it is called. A small 
number of companies produce a supplementary integrated 
or combined report in addition to a sustainability report.

Whether it’s called an annual or combined report, or dened 
as an integrated report, we see only one of these types 
of reports in the top 10 reporters with only ve in the top 
quartile. Our analysis shows that self-declared integrated 
reports on average scored slightly higher than stand-alone 
sustainability reports against our content criteria.

GRI application levels

0

8

16

24

32

40

48

56

64

No GRI 
application
level 

A+ A B+ B C+ C

64

54

6

27

17

4
3

Report distribution

A Integrated Reports 8%

B Combined Reports 12%

C Sustainability Reports 80%

C

A

B
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What did we nd? 
In numbers

What are they calling it?
Since the early 1990s, the titles of sustainability reports 
have evolved to reect the increasing sophistication 
of companies’ approaches to non-nancial reporting. 
In our research, the majority of reports are titled
‘Sustainability’ with ‘Corporate Responsibility’, CSR 
and ‘Citizenship’ making up the rest. Interestingly, 
CSR is used more by Asian-based businesses than 
other regions.

As we outlined above, a reasonably small number of 
companies are using ‘Integrated Report’ as their title. 
However, the majority of companies that are combining 
their nancial and non-nancial reporting do so under 
the term ‘Annual Report’.

How quickly are reports 
being published? 
The vast majority of WBCSD members produce an 
annual sustainability report (or equivalent). However, 
nine WBCSD members have either not yet issued 
a report or not produced one since 2010. If the last 
published report was 2010 or before, we excluded 
it from our research.

We noted that 109 reports (almost 60% of all members) 
specify a reporting publication date. Based on this, 
the average time period between year-end and the 
publication date is approximately six months. We also 
found that annual reports and integrated reports tend 
to be issued more quickly on average than stand-alone 
reports within a one- to three-month period.

Time between reporting period and publication

One to three
months

Four to six
months

Seven to nine
months

Ten to twelve
months

Not known

66

3

15

49

42

Title of report

Sustainability
Report

Annual
Report

CSR Report Other CR Report Integrated
Report

100

26

18
14

10
7
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Who’s validating performance? 
Our research found that 112 companies (more than 
60% of total reports reviewed) have some form 
of assurance on their sustainability disclosures. 
The dominant form of external assurance is limited 
assurance with only four companies having reasonable 
assurance (recognized as the most extensive form of 
assurance) on their entire report. 21 companies use 
a combination of limited and reasonable assurance.

We found that 39 companies do not engage external 
assurance providers but use their internal audit function 
for assurance purposes. 24 companies do not have any 
assurance provision.

Assurance

A External assurance 112

B Internal audit assurance 39

C No assurance 24

C

A

B

Limited assurance only Limited  and reasonable
assurance

Reasonable assurance only

87

21

4
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DD DS
This section looks at key findings for each of the content and experience criteria. 
It recommends actions companies can implement, illustrated through examples 

from the reports reviewed.

3

 S SC

Completeness
 See page 16 for more information

Materiality
 See page 18 for more information

Strategy & drivers
 See page 20 for more information

Governance & accountability
 See page 22 for more information

Management approach
 See page 24 for more information

Evidence of activities
See page 26 for more information

Performance
 See page 28 for more information

Trends & prospects
 See page 30 for more information

Targets & commitments
 See page 32 for more information

Stakeholder engagement
 See page 34 for more information

Partnerships & collaborations
 See page 36 for more information

Balance
 See page 38 for more information

Content architecture
 See page 40 for more information

Line of sight
 See page 42 for more information

Accessibility
See page 44 for more information

Information presentation
 See page 46 for more information

Conciseness
 See page 48 for more information
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Completeness

Key ndings
 >  The most effective reporters cast a wider net in terms 
of scope and boundaries. They consider sustainability 
impacts outside of the company’s direct operations that 
are material to the business and stakeholders. They also 
provide evidence to show they are engaging with suppliers 
and customers to address material risks and opportunities 
identied along the value chain.

 >  While a majority of companies discuss at least some 
sustainability impacts beyond direct operations, many 
do not provide a comprehensive description of the 
value chain at all. 

 >  Furthermore, reporting scope and boundaries are more 
often than not loosely dened and say little about the 
actual boundaries of the report. For example, they rarely 
say whether joint ventures or subsidiaries are included 
or excluded.

 >  In some cases, the title year does not match the actual 
reporting period, which may cause confusion for the reader. 

Key recommendations
 >  Adopt a value chain approach to reect a wider picture of 
material impacts. Often the biggest risks and opportunities 
occur outside of a company’s direct control and require 
upstream and downstream actions in partnership with 
others to be effectively addressed.

 >  Include a clear description or graphical representation 
of your company’s value chain.

 >  Use your value chain to inform target setting on your 
material impacts as well as to structure the whole report. 

 >  Ensure the reporting period is reected accurately in the 
title of the report and aim to shorten timing between 
the reporting period and the publishing date. Also clearly 
state report scope and boundaries so that there is absolute 
clarity over what is in and out of scope. 

Completeness describes the report’s scope and boundaries, and reporting of 
performance and targets for material issues within those scope and boundaries. 

It requires an understanding of the company’s ‘value chain’, and in particular 
material impacts that go beyond the company’s direct operations. 
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Materiality

Key ndings
 >  The most effective reporters provide a clear description 
of the materiality process applied, including stakeholder 
involvement as well as outcomes from this process. 

 >  Furthermore, they present industry specic issues in a 
materiality matrix, which in turn describes their relative 
importance for the company and its key stakeholders.

 >  Many reporters do not however explicitly identify material 
issues but instead provide only a generic description of 
important issues. Furthermore, regional interpretations and 
context on material issues, such as water scarcity, are rarely 
incorporated into the analyses. 

 >  In some instances, if reporters describe their material 
issues, they do not describe the process to dene the most 
and least material issues, or show how they were identied 
in the rst place. 

Key recommendations
 >  Implement a transparent, inclusive and robust materiality 
process involving your company’s key external and internal 
stakeholders to gain insight on the relative importance of 
sustainability risks and opportunities facing the company.

 >  Clearly dene and describe the materiality process and 
present the outcomes of the materiality analysis. A matrix 
is an effective way to do this, provided it has enough detail 
to illustrate the hierarchy of prioritized issues, including 
those identied as not material. 

 >  Structure the report around the outcomes of the 
materiality process, or at least clearly direct readers to 
where they can nd more detail on your material issues. 
This will help with the drafting of the report as well as 
improve the reader’s experience. 

 >  Where possible, consider external assurance for both the 
process and the outcomes of the materiality analysis to 
reinforce the report’s credibility. 

A materiality process is used to identify and prioritize the most signicant 
environmental, social and economic risks and opportunities – from the perspective 
of the company and its key stakeholders. It is an essential component of any report, 

and if used comprehensively, can help focus a company’s strategic approach to 
sustainability and reporting. It can also guide investment and  

resource allocation decisions.
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Strategy & drivers

Key ndings
 >  The most effective reporters disclose a business strategy 
that links to positive sustainability outcomes, such as the 
management or avoidance of sustainability risks or the 
development of opportunities through innovation. The 
strategy is supported by a detailed implementation plan. 

 >  Additionally, the most effective reporters dene a specic 
business case for sustainability, referencing drivers such 
as cost savings, reputational benets, and employee 
retention, as well as wider societal needs. 

 >  Many reporters however do not establish a clear link 
between sustainability and their core business nor 
do they dene a company-specic business case.

 >  Many reports do not include a sustainability vision 
and consequently do not communicate a clear sense 
of direction or purpose.

Key recommendations
 >  Identify the key sustainability outcomes your business 
wants to achieve and link these to your core business 
strategy. Describe how your business strategy and business 
model have been adapted to support these outcomes. 

 >  Avoid limiting your sustainability outcomes to downside 
risk management but aim to show how the strategy drives 
commercial value as well as sustainable outcomes, for 
example through innovation. 

 >  Articulate a clear business case that is specic to your 
business and external environment and reference key 
drivers such as cost savings, alongside expected benets. 

 >  Show how your strategy addresses wider societal issues such 
as resource constraints and environmental degradation, 
income inequality and human health and wellbeing issues. 

 >  Talk about what kind of business you want to be or 
become. This will help readers understand your purpose 
beyond generating nancial value. 

A sustainability strategy is a clearly-articulated approach or plan to address material 
nancial, environmental, social and governance risks and opportunities. It should 
link to a vision, a mission and provide an explanation of how the strategy will be 

delivered, including milestones and targets. 
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Governance & accountability

Key ndings
 >  The most effective reporters demonstrate how the 
company has integrated sustainability governance 
into its overall corporate governance structure, such 
as through board-level committees. Furthermore, 
evidence of this structure is provided beyond the 
corporate function and typically includes regional 
and local governance arrangements.

 >  Additionally, the most effective reporters include 
specic details on the governance activities of the board 
committees, including key decisions, actions and outcomes 
from meetings, and sustainability responsibilities of 
committee members. 

 >  However, some reports do not describe the company’s 
leadership commitment to sustainability beyond the chief 
executive’s statement.

 >  Few reporters provide details on how the board or senior 
executives are remunerated or incentivized following 
achievement of sustainability goals or targets. 

 >  Most companies opt for internal assurance through their 
internal audit function. If external assurance is obtained, 
it is more likely to be limited than reasonable.

Key recommendations
 >  Describe how the governance of sustainability is structured 
and strive to have this embedded in the overall governance 
of the organization. Ensure there is a clear description of 
any board committee that has sustainability oversight. 
Refer to the frequency of sustainability committee 
meetings, topics discussed and key outcomes.

 >  Explain your local sustainability governance arrangements 
and how they feed into the overall governance structure. 

 >  Consider introducing other forms of external accountability 
such as stakeholder panels to challenge and provide external 
scrutiny on your strategy, performance and reporting. 

 >  Consider the effectiveness of your assurance processes and 
describe them fully in your report. Effective reporting has 
a combined approach to assurance with both internal and 
external assurance providers working in collaboration.

 >  If external assurance is not used explain why. If it is, 
then dene the role and scope of the external assurance 
provider, its independence, engagement boundaries 
and the key ndings of their report.

Governance and accountability focuses on how a company denes its 
management responsibility and oversight for sustainability activities and 

performance. Sustainability governance should be an integral part of 
the overall corporate governance structure as it demonstrates that the 

company’s leadership is taking sustainability seriously. 
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Management approach

Key ndings
 >  The most effective reporters describe in sufcient detail 
the systems and processes put in place to manage material 
issues and how engagement with employees, suppliers 
and customers supports implementation.

 >  While some companies explain their management 
approach, there is often limited information provided on 
the tools, systems, processes and frameworks that guide 
strategy implementation.

 >   The same applies to information on systems, processes and 
controls over reporting and disclosure. Very few companies 
describe their internal reporting and data collection 
processes and frequency.

 >  Furthermore, some companies do not provide enough 
information on engagement with employees, suppliers 
and customers, meaning there is limited insight on 
how they are inuencing material impacts beyond their 
direct operations.

Key recommendations
 >  Describe the tools, systems, controls, processes and 
frameworks that guide implementation of your strategy. 
An exhaustive list is not necessary, but you should aim to 
provide a fair and balanced overview of your management 
approach, including areas of improvement and plans 
to improve.

 >  Show how you are engaging with your employees, 
suppliers and customers on a systematic basis to build 
capacity and encourage bottom-up action, innovation, 
and increased awareness. 

 >  Show how sustainability is embedded in corporate and 
operational functions beyond the sustainability team – 
and how sustainability is part of everybody’s responsibility. 

 >  Provide information on your data collection processes and 
internal controls. In addition, consider assurance for key 
performance indicators that measure progress against your 
material issues, and the underlying data processes that 
generate these.

Management approach describes the systems, controls and processes in place 
across the organization to manage and monitor material issues. It can include 
the deployment of frameworks, guidelines, tools, internationally-recognized 
management systems and certications, as well as stakeholder engagement

activities focused on facilitating implementation by employees, suppliers 
and customers.
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Evidence of activities

Key ndings
 >  The most effective reporters focus on strategic 
sustainability activities that address material issues during 
the reporting year and demonstrate the organization’s 
management approach in action.

 >  While some reports include relevant and compelling 
case studies that bring to life sustainability activities and 
illustrate actions and outcomes, many do not use case 
studies to their full potential and rely on anecdotal and 
non-strategic evidence of activities.

 >  Some reporters however rely heavily on evidence of 
activities that fall outside of the reporting period, or that 
provide limited information on new or existing initiatives 
and their progress.

Key recommendations
 >  Include more specic narrative on strategic sustainability 
activities that address material issues during the 
reporting year. 

 >  Illustrate sustainability activities through relevant and 
compelling case studies focusing on material issues, linked 
to a wider strategic program or management action and 
focused on outcomes.

 >  Provide appropriate background on the development of 
strategic programs and initiatives over time but focus on 
achievements and progress during the reporting year.

 >  Show how disclosed management processes and tools 
support the implementation of strategic programs 
and initiatives.

Evidence of activities involves reporting on sustainability activities such as strategic 
programs and initiatives that occur during the reporting year, or progress of 

existing sustainability activities. It helps link management approaches to actions 
and performance and can substantiate statements and claims.
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Performance

Key ndings
 >  The most effective reporters have KPIs in place for all material 
issues, clearly distinguishing them from other non-material 
indicators. For each KPI where performance information is 
reported, data is usually presented over at least a two-year 
time scale and a description of the performance trend is 
given for context.

 >  Some reporters do not provide KPIs for all material 
issues, which can either be explained by the absence of 
a materiality process, or the large quantity of material 
issues identied which makes it difcult to provide a 
comprehensive set of KPIs.

 >  Some companies disclose data at a corporate level only, 
which can hide signicant regional and segmental 
variations. This is particularly important in some cases 
to determine real progress.

 >  Most companies focus on KPIs that measure absolutes, 
for example the quantity of resources consumed or 
the number of people trained. However, few measure 
the outcomes of management interventions or the 
effectiveness of management processes. Even fewer still 
show an understanding of context in the reporting of KPIs. 

Key recommendations
 >  Ensure you develop at least one KPI per material issue 
and track progress over time to make performance 
trends visible – at least every two years but ideally 
more frequently. If a sector has developed a standard 
set of KPIs, these should be followed to allow for 
performance comparability.

 >  The accompanying narrative should be specic and 
balanced, especially where performance has been below 
your expectations. 

 >  Clearly distinguish material KPIs from your other 
indicators and consider ways to make these more 
outcome focused. Align KPIs as much as possible with 
your nancial statements by using the same material 
reporting segments, which can be geographical and/
or product specic. 

 >  Whenever possible contextualize material KPIs by relating 
them to ecological limits, planetary boundaries, social 
concerns or geographies. This may help to improve 
outcome measurement.

Measuring and monitoring performance is critical to demonstrating progress. 
Specic and measurable key performance indicators (KPIs) should be reported 

for all material issues, and distinguished from other indicators. KPIs help to 
increase comparability with competitors over time, and provide accountability  

so that performance trends can be monitored and corrective actions 
taken when required.
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Trends & prospects

Key ndings
 >  The most effective reporters discuss relevant trends and 
prospects, and demonstrate an understanding of how 
these might impact their business model and strategy, 
for example by creating new risks or market opportunities. 

 >  Some reporters however do not provide an in-depth 
and forward-looking analysis of trends and prospects and 
instead focus their forward-looking narrative exclusively 
on targets. 

 >  Where trends and prospects are included, the narrative is 
often generic and does not provide sufcient strategic insight. 

Key recommendations
 >  Carry out a wide and thorough analysis of trends 
and prospects and link results to your enterprise risk 
management processes.

 >  In the report, discuss your corporate response to these 
trends and prospects, including how these vary by region 
and operating division. 

 >  Describe the trends and prospects in the context of 
your commercial strategy by explaining how they could 
create risk or opportunity, and how the company plans 
to address these. 

 >  Use trend and prospect analysis to inform your company’s 
long-term vision for integrating sustainability into business 
models and strategies.

Trends and prospects are actual and potential changes to a company’s operating 
environment that could impact its strategy and performance. They can include 

societal, environmental, regulatory and commercial risks and opportunities. 
Anticipating and responding to trends and prospects can drive resilience and 

competitiveness and may help set the direction for a long-term sustainability vision.
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Targets & commitments

Key ndings
 >  The most effective reporters set ambitious overarching 
aspirational objectives for each material issue, which 
are supported by more specic and measurable targets. 

 >  Effective reports show a clear linkage between 
performance targets and KPIs, and outline specic 
management actions to support the delivery of these. 

 >  However, some companies’ targets are not specic enough 
and have a short-term focus, typically one to two years.

 >  Some companies do not report on progress against their 
targets and there is often limited discussion on how targets 
will be delivered.

Key recommendations
 >  Ensure every material issue has a measurable target, ideally 
addressing those direct impacts within the operations 
of the business, as well as the impacts of customers and 
suppliers in the wider value chain where material.

 >  Set medium and long-term along with short-term targets 
so that the reader can see a clear path towards improved 
performance. For the most material issues, consider 
setting stretch targets, which require a response beyond 
business-as-usual. These targets can help to invigorate and 
mobilize employees to go the extra mile thus helping the 
organization to scale up solutions. 

 >  Report the plans that have been developed to 
achieve targets, including resource requirements and 
organizational changes needed. This will improve 
transparency, internal accountability and authority.

 >  Report on progress and the level of achievement against 
past targets, regardless of poor performance. This will 
help deliver a more balanced report.

Targets and commitments are specic and measurable performance goals or 
management actions that a company aims to achieve over a given period, ideally 

for each material issue. They are critical to delivering a company’s strategy and 
enable annual reporting on progress. They are increasingly combined with more 

aspirational, long-term objectives and stretch targets. 





34
 S

I











I


I
 














I


 

I


I
G











I

Stakeholder engagement

Key ndings
 >  The most effective reports provide details on a strategic 
stakeholder engagement plan, as well as ongoing day-
to-day engagement with key stakeholders, including 
communities, employees, NGOs, investors and customers. 

 >  Additionally, they provide information on the outcomes 
of engagement and how this has inuenced, if at all, their 
sustainability strategy and activities.

 >  Some reporters however provide limited evidence of their 
engagement activities with stakeholders, focusing instead 
on the means of engagement rather than the outcomes 
of engagement. 

Key recommendations
 >  Provide information on your approach to stakeholder 
engagement including channels used to engage 
your stakeholders, key topics of engagement for each 
stakeholder group and outcomes from engagement 
activities. In particular, discuss whether the issues 
and opportunities offered by the stakeholders have 
informed any changes to your sustainability strategy 
or management approach. 

 >  Where a signicant stakeholder concern has been raised 
by multiple groups, for instance in relation to perceived 
or known controversial activities, discuss these concerns in 
an open and transparent way and invite further dialogue 
so that you can develop an appropriate response. 

 >  Consider how third-party opinion can increase the strength 
of stakeholder input in your report, for instance through 
stakeholder panels, balanced quotes and interviews. 

Stakeholder engagement is an open dialogue process with those people or 
groups who are inuenced or impacted by a company’s activities, now and in the 

future. Engagement can take various forms, from day-to-day, business-as-usual 
engagement, to more strategic and planned engagements such as surveys,

forums and other stakeholder dialogues. 
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Partnerships & collaborations

Key ndings
 >  The most effective reporters highlight strategic 
partnerships and collaborations that address material 
issues, and help to implement the company’s 
sustainability strategy.

 >  The most engaging reports provide details on the 
expected benets of partnerships and collaborations 
for the business as well as for relevant stakeholders. 

 >  Companies however do not always consistently focus on 
establishing partnerships which are strategic and that have 
the potential to deliver the biggest value for the business 
by being closely aligned with the overall sustainability 
strategy. Such partnerships are typically philanthropic 
and not linked to core strategy.

Key recommendations
 >  Focus on those strategic partnerships and collaborations 
that address material issues for reporting purposes only. 
This will help ensure that partnerships are connected to 
business activities.

 >  Explain the strategic objectives in establishing partnerships 
and collaborations with specic stakeholders and 
demonstrate how these relationships create synergy and 
generate value for the business by setting and monitoring 
indicators to evaluate outcomes, cost impacts and benets 
at the outset. 

 >  Diversify partnerships and collaboration with different 
stakeholders ranging from cross-industry collaborations 
to NGOs, local communities and governments.

Appropriate and strategic partnerships and collaborations can help accelerate action 
and scale up solutions by combining expertise, resources and networks across key 
stakeholders who share a common goal. Partnerships and collaborations should 

focus on addressing a company’s material issues and support the implementation 
of a company’s sustainability strategy.
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Balance

Key ndings
 >  The most effective reporters disclose sustainability risks 
that pose a threat to the company and its protability. 

 >  Effective and credible reports are balanced in the way 
they disclose progress on performance, including missed 
targets and areas of poor performance, and provide 
context and corrective measures.

 >  Some reporters however do not disclose information 
on the challenges they have encountered and focus 
exclusively on positive stories and performance.

 >  Some companies do not respond to major stakeholders’ 
concerns through their reporting. This can undermine 
the credibility of the report and may harm reputation.

Key recommendations
 >  Use the report to describe all the material risks and 
challenges that have emerged during the reporting 
period as well as those that might emerge in the near 
future. Engage with and involve the organization’s risk 
management function to help inform your narrative 
on these issues.

 >  Provide details on missed targets and areas of poor 
performance including context and corrective measures 
to ensure a balanced report. 

 >  Demonstrate through the report how you have 
engaged with stakeholders to respond to concerns 
on material issues.

 >  Disclose the nature and amount of nes paid and non-
compliance incidents, what caused them and what actions 
are being taken to prevent them in the future, as well as 
any settled or ongoing litigation. For the latter, involve 
the legal and nance functions to ensure consistency 
with other corporate reporting disclosures.

A balanced report is transparent about risks, successes, failures, challenges and 
opportunities that a company faces now and in the future. The report should 

reect positive as well as negative performance over the reporting period to enable 
a complete and unbiased assessment by the reader. 
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Content architecture

Key ndings
 >  The most effective reports use a consistent layout 
throughout, which helps readers nd the information they 
need quickly and easily. They also use devices to promote 
navigation around the report. Our review shows that 
these reports service both deep-dive and skim-readers 
equally well.

 >  Some reporters do not adopt a consistent information 
hierarchy, which means that information is not organized 
and is difcult to locate, read and understand.

 >  Many reporters do not use the content index to its full 
potential and do not incorporate interactive functionality 
into their PDF reports. 

Key recommendations
 >  Consider different report readers’ needs, especially those 
who will engage with the content in detail and those more 
likely to skim read or only want the big picture. Ideally 
your content should work on both levels. 

 >  Use a consistent layout for similar sections, including 
headings, sub headings so there is a clear content 
hierarchy. Also use introductory paragraphs to deliver key 
messages. This will help enhance the reader’s experience 
and will improve their engagement with the content 
together with helping them determine what they want 
to focus on. 

 >  Create a comprehensive content index to promote 
full visibility of the report and its content.

 >  Incorporate interactive functionality into the PDF report, 
such as horizontal or vertical tabs, to help readers move 
between sections and nd content outside of the report. 

Content architecture refers to the layout, structure and ease of navigation 
throughout a report from the reader’s perspective. These features improve 
the users’ understanding of the content and bring coherence to a report.
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Line of sight

Key ndings
 >  The most effective reporters manage to show the 
connectivity of their strategic approach through an 
overarching strategy section, which graphically shows 
the connections. Furthermore, they use cross references 
to show how these elements relate to each other. 

 >  Only a few reporters demonstrate such a sophisticated 
approach to line-of-sight reporting across strategic 
elements, with most companies reporting in 
discrete sections.

 >  While most companies use cross-referencing to improve 
line-of-sight, often this is only partial which makes the 
content seem fragmented.

Key recommendations
 >  Graphically show how your material issues relate to big 
picture goals (where these exist) and in turn how these are 
underpinned by targets and KPIs. Use this to summarize 
your strategic approach and to direct readers to more 
detailed content elsewhere in the report. 

 >  Consider other areas where line of sight connections can 
be reinforced, for example by showing links between 
megatrends and your material issues and associated risks 
and opportunities, as well as how your corporate strategy, 
vision or mission relates to your sustainability strategy. 

 >  Ensure connections are made across related issues and 
content by cross-referencing and by using linking devices 
such as color coding and icons. This will enhance cohesion 
between different sections.

Clear line of sight – how key aspects of reported content are connected – involves 
understanding how important strategic elements, such as big picture goals, 
material issues, targets or actions, KPIs and performance intersect or overlap. 

Drawing these connections enhances the reader’s understanding
about how key strategic aspects are inter-related.
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Accessibility

Key ndings
 >  The most effective reporters direct readers to their 
reports from the homepage of the corporate website.

 >  Reporters provide multiple formats that suit different 
stakeholders’ needs, including summary reports, data centres 
and downloadable excel spreadsheets, video case studies, 
interviews and online HTML reports for casual browsing. 

 >  Some reporters do not however offer easy access to their 
reports from the website homepage and have only PDF 
format available. 

 >  The GRI index is not always used to its full potential, with 
readers often directed to broad sections within a report 
rather than specic pages.

Key recommendations
 >  Post the report on the website homepage or at least 
display a link prominently in relevant sections of the 
website (e.g. under sections on sustainability, investor 
relations or ‘About us’). All supporting information for the 
report such as summary reports and press releases should 
be easily accessible as well.

 >  Always have a PDF report available for download and make 
use of other formats which best meet stakeholder needs.

 >  Alternative formats should be used where there is audience 
demand. As part of a stakeholder engagement process 
consider asking which formats they prefer.

 >  For those reports that self-declare GRI application levels, 
include a GRI index within, or alongside, the report and 
index accurately so that those who want to access detailed 
information can nd it easily.

Accessibility refers to the ease of nding the fullest source of reported 
information from the homepage of the corporate website as well as the 

availability of information in multiple reporting formats suitable for different 
readers. Accessibility is an extremely important experience criteria as it’s 

the rst contact with the reader.
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Information presentation

Key ndings
 >  The most effective reporters make use of typography 
and font size to support key messages and improve user 
navigation by color-coding key sections. They also use 
photography, illustrations and infographics to good effect 
and where appropriate, to communicate information in 
an interesting and compelling way. 

 >  Some reports however tend to pack too much information 
on to a single page in an effort to demonstrate 
comprehensiveness and reduce page count. 

 >  Some charts and visuals are so complex that they defeat 
their initial purpose, leading to confusion rather than 
improving understanding.

Key recommendations
 >  Incorporate clear and compelling information presentation 
throughout your report to improve understanding of 
complex issues and communicate core messages in a 
visually-appealing way. 

 >  Ensure that the use of infographic elements simplies 
your content, ideally so that a layperson can understand it. 

 >  Ensure photography is appropriate and consistent 
throughout, and reinforces your key messaging. 
Avoid over-used stock images where possible. 

 >  Where your brand allows, introduce color-coding and 
use graphic dividers to help with navigation. This will 
make the report easy to navigate.

 >  Avoid cramming too much information on one page 
and make a good use of white spaces to reduce 
information overload. 

Information presentation involves the use of design to convey simplicity and 
improve understanding. It can include infographics to simplify complex content, 

typographic styles to emphasize key messaging, as well as photography and 
illustrations to support written content. Getting the balance right on

information presentation can improve the reader’s understanding of content.
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Conciseness

Key ndings
 >  The most effective reporters produce reports that are 
meaningful and relevant to the reader while being succinct 
and focused. Summary documents are sometimes used to 
provide an even more concise overview of performance. 

 >  Often, despite their length, reports do not provide 
sufcient information on material issues and other 
critical aspects of effective reporting.

 >  Some reports are not easy to read because of the choice 
of language and use of long, detailed sentences.

Key recommendations
 >  Understand your audiences’ information requirements 
and ensure reports meet their needs. 

 >  Focus reporting on your material issues and avoid 
unnecessary disclosures on less important issues.

 >  Agree on word limits for key sections and ensure report 
contributors are properly briefed so that they understand 
how much detail is needed.

 >  Appoint an editor to take overall responsibility for 
ensuring conciseness and focused disclosure. 

Conciseness implies focusing on the most relevant information and messages, 
and prioritizing quality over quantity. It is one of the most challenging criteria to 

get right. If a report can be drafted in a concise manner, it can avoid unnecessary 
disclosure, improve coherence while reducing information

overload for readers.
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Reections and next steps 

This rst edition of Reporting 
Matters produced some 
interesting ndings:
 >  Materiality, context and measurable KPIs are 
under-utilized and require more attention

 >  The connection between sustainability projects 
and performance to value creation needs to be 
made more explicit

 >  Validation of performance to reinforce the 
credibility of the report could be smarter

 >  Combined or self-declared integrated reports 
are gaining popularity: one in ve reports 
reviewed for Reporting Matters combines ESG 
disclosures with the annual report

 >  It is important to understand who the 
intended report has been written for as the 
reader’s experience matters. Reports get read 
if they are concise and to the point, are easy 
to navigate, are informative and unfold in 
a clear and logical order and

 >  Non-nancial reporting is a very diverse world 
with multiple formats and titles being used. 
Length of reports vary a lot, and there is a wide 
range of options in terms of reporting frequency 
and boundaries setting.

Reporting Matters aims to establish a baseline of 
performance across the sustainability reporting 
practice of the WBCSD’s membership that can: 
a) inform recommendations for improvement; b) draw 
a line in the sand from which improvement can be 
measured; and c) offer a pool of inspiring examples 
that could stimulate best practice sharing and support 
engagement with a view to addressing business needs 
and challenges.

The majority of WBCSD members do report on their 
sustainability performance, and invest signicant 
resources in producing relevant data. However, this 
is often done without clearly understanding if their 
disclosures are actually being used and by whom. 
Just one-third of CEOs running public companies 
believe their share price currently includes value 
directly attributable to sustainability initiatives and 
performance1. We hope this report will help companies 
better understand what others are doing that could, 
in turn, improve the value of their own reporting.

Our focus is to contribute to improving the effectiveness 
of non-nancial reporting through engagement with 
business and other stakeholders on the corporate 
reporting scene to help address questions such as:

Corporate sustainability performance needs to be measurable, comparable 
and linked to scientic environmental, social and governance (ESG) priorities. 

Effective reporting processes and communications can play an important 
role in driving this evolution, by helping to improve risk identication 

and performance management internally, as well as contribute to better 
valuation of companies through external disclosures.

1  The UN Global Compact – Accenture CEO study 
on Sustainability 2013, September 2013
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In addition, WBCSD will produce a quarterly Reporting 
Matters update providing the latest news on major 
developments taking place in non-nancial reporting, 
trends in corporate practice together with announcing 
the latest reports being published as well as relevant 
thought piece and trainings.

Ultimately, the WBCSD aims to help companies improve 
the effectiveness of non-nancial reporting as a key 
enabler to scale up solutions to the global priorities 
identied in the WBCSD’s Action2020 initiative and 
progress towards our Vision2050 ideals of true cost, 
true prot and true value.

This is one of the largest independent surveys of 
corporate sustainability reporting that has been 
undertaken covering more than 20 sectors and 
30 countries. We hope it will benet both WBCSD 
members as well as the wider corporate community. 
We welcome all comments, questions and opinions.

 >  How to maximize the chance that reports 
will be read and understood by the intended 
audience? How to engage externally and 
internally on the sustainability journey 
and outcomes?

 >  How to identify issues material to a business, 
develop indicators fully aligned with strategic 
goals and corporate values, get best practice 
on data management?

 >  How to select from multiple formats the one 
that will most effectively reach and engage 
the relevant audience? How much information 
is enough?

 >  How can non-nancial reporting improve the 
ow of information for better decision making 
and appropriate allocation of resources?

 >  How can non-nancial reporting be made more 
effective as a change management tool? How 
can it help scale up sustainable solutions, drive 
more integration inside companies and impulse 
a new corporate valuation model? 

Moving forward, the recently-created WBCSD nancial 
capital focus area will work with WBCSD members on 
changing ‘the rules of the game’ through engagement 
with reporting, valuation, materiality and assurance 
standard setters; developing tools for integration 
of sustainability into risk management frameworks 
and valuation models; exploring the role of taxation 
incentives for behavior change; and build the capacity 
within the nance functions of companies, the 
investment community and regulators to implement 
a revised reporting framework.

Just one third of CEOs 
running public companies 
believe their share price 
currently includes value 
directly attributable to 
sustainability initiatives 
and performance.
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Assurance
The term usually describes the methods and processes employed 
by an assurance provider to evaluate an organization’s public 
disclosures about its performance as well as underlying systems, 
data and processes against suitable criteria and standards in order 
to increase the credibility of public disclosure. Assurance includes 
the communication of the results of the assurance process in an 
assurance statement.

Reasonable assurance: Reasonable assurance is a concept relating to 
accumulating evidence necessary for the practitioner to conclude 
in relation to the subject matter information taken as a whole. 
To be in a position to express a conclusion in the positive form 
required in a reasonable assurance engagement, it is necessary for 
the practitioner to obtain sufcient appropriate evidence as part 
of an iterative, systematic engagement process.

Limited assurance: The nature, timing and extent of procedures 
for gathering sufcient appropriate evidence in a limited assurance 
engagement are deliberately limited relative to a reasonable 
assurance engagement.

External assurance: Assurance performed by a person from 
an organization independent of the company.

Case study
Case studies in the context of a sustainability report is a narrative 
description (which may be supported by quantied evidence) of 
an aspect of the sustainability strategy in action to allow the reader
to understand the impacts and effects of the strategy. Case studies 
should be balanced and add value to the readers understanding 
of the businesses strategy.

Combined report
A report that merges the contents of a sustainability report (i.e. 
environmental and social disclosure) with traditional annual report 
(i.e. nancial disclosure); sustainability information is generally 
only included in a designated chapter of the combined report. 

Disclosure
Over-disclosure: extensive amount of information on the material 
issues identied and/or irrelevant information that is not related 
to the company’s material issues.

Under-disclosure: signicant lack of information on the material 
issues identied. 

Enterprise risk management (ERM)
ERM is the consideration of risk from the overall organizational 
perspective. With ERM, all types of uncertainty are considered 
from all parts of the organization. The objective of consolidating 
information on risks is to allow consistent decision-making across all 
risk categories. Regulators are increasingly expecting organizations 
to take an integrated approach to governance, risk and compliance. 

Extra nancial information
Information incorporating a wide range of issues existing beyond 
the traditional variables that are considered as part of investment 
decision-making processes. Extra-nancial ESG (environmental, 
social and governance) factors can be quantitative or qualitative 
and include sustainable, ethical and corporate governance issues 
such as managing the company’s carbon footprint and ensuring 
there are systems in place to ensure accountability. 

Financial capital
The pool of fund that is 1) available to an organization for use in 
the production of goods or the provision of services 2) obtained 
through nancing, such as debt, equity or grants, or generated 
through operations or investments.

GRI Guidelines
GRI G3: the G3 Guidelines are made up of two parts. Part 1 
– Reporting Principles and Guidance features guidance on how 
to report. Part 2 – Standard Disclosures features guidance on what 
should be reported, in the form of Disclosures on Management 
Approach and Performance Indicators. 

GRI G4: the most up-to-date version of the GRI Guidelines 
launched in April 2013. The main differences with the G3.1 
version include: a greater focus on materiality and supply chain 
impacts; the replacement of application levels (ABC) by two ‘in 
accordance’ levels (‘core’ and ‘comprehensive’); the introduction 
of new standard disclosures on governance; and the requirement 
to describe the process used to dene the boundary of impact for 
each material issue. 

Application levels: indicate the extent to which the G3 or G3.1 
Guidelines have been applied in sustainability reporting. They 
communicate which parts of the Framework have been addressed 
and which set of disclosures. Application level aim to reect the 
degree of transparency against the GRI Guidelines in reporting.

Governance
Internal governance: the existence of robust government 
arrangements including a clear organizational structure, well 
dened lines of responsibility, effective risk management processes, 
control mechanisms and remuneration policies.

External governance: external stakeholders play an important role 
in ensuring proper corporate governance processes in a business 
organization. Some of the key external corporate governance 
controls include government regulations, media exposure, market 
competition, takeover activities, public release and assessment 
of nancial statements.

Human capital
People’s competencies, capabilities and experience, and their 
motivations to innovate.

Impacts
Direct impacts result from business activities that are owned 
or controlled by the company.

Indirect impacts are impacts on the environment and society from 
upstream and downstream activities which are not a direct result of 
the company’s project/operations sometimes referred to as second 
or third level impacts.

Integrated report
A concise communication about how an organization’s strategy, 
governance, performance and prospects, in the context of its 
external environment, that leads to the creation of value in the 
short, medium and long term. An integrated report should 
be prepared in accordance with the International Integrated 
Reporting Council’s Framework.

Glossary of terms 
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Social capital
The institutions and the relationships within and between 
communities, groups of stakeholders and other networks, and the 
ability to share information to enhance individual and collective 
well-being.

Stretch targets
A stretch target is one that the organization cannot achieve simply 
by working a little harder or a little smarter. To achieve a stretch 
target, people have to invent new strategies, new incentives – entirely 
new ways of achieving their purpose.1

Sustainable value chain approach
A sustainable value chain approach is the methodology employed 
by a business to describe how it has scoped, documented and 
assessed the impact of its value chain on its sustainability performance. 
It enables both business and society to better understand and 
address the environmental and social challenges associated 
with the life cycle of products and services.

Value chain
Value chain is the terminology used to describe the upstream and 
downstream life cycle of a 
product, process or service, including material sourcing, production, 
consumption and disposal/recycling processes. 

Upstream activities include operations that relate to the initial 
stages of producing a good or service, i.e. material sourcing, 
material processing, supplier activities. 

Downstream activities include operations that relate to processing 
the materials into a nished product and delivering it to the end user, 
i.e. transportation, distribution and consumption. 

Internal auditing
Internal auditing is an independent, objective assurance and 
consulting activity designed to add value and improve an 
organization’s operations. It helps an organization accomplish its 
objective by bringing a systematic, disciplined approach to evaluate 
and improve the effectiveness of risk management, control and 
governance processes. 

Natural capital
Natural capital is the value of nature to people, society, businesses and 
the economy. It is all renewables and non-renewable environmental 
resources and processes that provide goods or services that support 
the past, current or future prosperity of an organization. It includes: 

– Air, water, land, minerals and forests 
– Biodiversity and eco-system health

Manufactured capital
Manufactured physical objects (as distinct from natural physical 
objects) that are available to an organization for use in the 
production of goods or the provision of services (e.g. buildings, 
equipment, infrastructure).

Material Key Performance Indicator (KPI) 
A quantiable indicator that a company uses to measure and 
compare its performance on the identied material issues in 
terms of meeting specic targets and goals. 

Scope and boundaries
‘Scope’ is dened as the range of sustainability topics addressed 
in a report. 

‘Boundary’ is dened as the range of entities (e.g. subsidiaries, joint 
ventures, sub-contracted operations, etc.) whose performance is 
represented by the report. In setting the boundary for its report, 
an organization must consider the range of entities over which it 
exercises control (often referred to as the ‘organizational boundary’, and 
usually linked to denitions used in nancial reporting) and over 
which it exercises inuence (often called the ‘operational boundary’).

Scope levels
Scope 1: All direct GHG emissions.

Scope 2: Indirect GHG emissions from consumption of purchased 
electricity, heat or steam.

Scope 3: Other indirect emissions, such as the extraction and 
production of purchased materials and fuels, transport-related 
activities in vehicles not owned or controlled by the reporting 
entity, electricity-related activities (e.g. transmission and 
distribution losses) not covered in Scope 2, outsourced activities, 
waste disposal, etc.

1  www.hks.harvard.edu/thebehnreport/All%20Issues/December2011.pdf 
(accessed 25 October 2013)
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