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Foreword

By Lord Mark Malloch-Brown, Chair, Business and Sustainable Development Commission

The Sustainable Development Goals (SDGs) coincide with
a new questioning by business of its approach to issues
of environmental sustainability and development impact.

The launch of the SDGs allows business leaders

to incorporate them into company strategy and to
communicate on performance and practice in a way that
pushes for a financial system oriented towards longer-
term sustainable investment - two actions that we
identify in our report Better Business, Better World.

| welcome this contribution to the SDGs. This report offers
a conceptual underpinning for integrating SDGs into the
business model and strategy of the organization, aligned
to the globally recognised International <IR> Framework.

The five-step approach outlined in this report draws out
the linkages between the capitals used and affected

by a business and the SDGs through the value creation
process. It also helps organizations to provide information
that will support the reallocation of capital required to
achieve the SDGs. With this in mind, long term investors,
such as pension funds, are set increasingly to seek
disclosure of a clear strategy for contributing to the SDGs
and delivering outcomes from companies they invest in.

The approach outlined is consistent with actions
identified by the Commission that | chair, and can play a
role to help organizations actively consider their strategy
and risks and opportunities in the context of the SDGs,
encouraging innovation, harnessing technologies and
using capitals in different ways.

While practice is still emerging in this area, this report
serves to encourage innovation and new thinking.

| look forward to witnessing these new developments as
companies and investors respond to the SDGs through
their strategies and business models, and applaud those
organizations already moving on this journey.

The SDGs require an urgent response from business
and | welcome the support that this initiative provides
to accelerate a transition to a more prosperous and
sustainable economy.

The Sustainable Development Goals, integrated thinking and the integrated report
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Executive Summary

The SDGs... tackle the root causes of poverty
and unite us together to make a positive change
for both people and planet. 77
United Nations Development Programme?

Businesses are being called upon to contribute to the Sustainable
Development Goals (SDGs) which were adopted in 2015 as the sustainable
development agenda for the world to 2030. They are also being warned
that the long-term success and survival of some industries and businesses
depends on the achievement of one or more of the SDGs, particularly
climate action?. Whilst overall responsibility lies with national governments,
the SDGs cannot be achieved without a concerted effort by business and
other organizations.

The 2030 Agenda for Sustainable Development®
recognizes international trade as an engine for
inclusive economic growth and poverty reduction,
and an important means to achieve the Sustainable
Development Goals (SDGs). 77
UNCTAD*

We must have the courage to strike out in
new directions and embrace an economic
model which is not only low-carbon and
environmentally sustainable, but also turns
poverty, inequality and lack of financial access
into new market opportunities for smart,
progressive, profit-oriented companies. 77
Business and Sustainable Development Commission
(2017, p7)

http://www.undp.org/content/undp/en/home/sustainable-development-goals.html
https://sustainabledevelopment.un.org/post2015/transformingourworld/publication
http://unctad.org/en/Pages/DITC/Trade-Analysis/TAB-Trade-and-SDGs.aspx

See http://www.un.org/sustainabledevelopment/climate-change-2/ for more information on climate change impacts

ok wN
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This conceptual document provides a framework for
embedding sustainable development issues in an
organization’s decision making, strategies and business
model by: considering risks and opportunities presented
by the external environment; and, acknowledging that
creating value over time requires the organisation to
acknowledge and address the risks and opportunities
associated with social and environmental stewardship.
The sustainable development issues which gave rise to
the Sustainable Development Goals pose limitations on
the availability of capitals on which businesses rely. This

framework is aligned with the multi-capital International
<IR> Framework issued by the International Integrated
Reporting Council (IIRC, 2013). Through its emphasis on
connectivity and Board oversight, it facilitates high-level
engagement and a holistic approach (integrated thinking).

Companies that use the <IR> Framework have reported
improvements in their processes of identifying risk and
opportunity and the breadth of issues considered to
impact on long-term value creation® through the multiple
capitals approach’. This document therefore harnesses
these benefits to demonstrate how <IR> can be used to
embed the SDGs in organizations’ thinking and reporting.

6. See, for example, Adams, (2017)

7. The <IR> Framework principles were informed by detailed research and analysis of consultation feedback in a series of Background Papers available at https://integratedreporting.org/resource/background-papers/

The Sustainable Development Goals, integrated thinking and the integrated report



The framework for contributing to the SDGs through the <IR> value creation process set out in this
report involves a five step process:

1. Understand sustainable development issues relevant to the organization’s
external environment;

2. Identify material sustainable development issues that influence value creation;

3. Develop strategy to contribute to the SDGs through the business model;

4. Develop integrated thinking, connectivity and governance;

5. Prepare the integrated report.

The document sets out how each step aligns with the <IR> Framework and includes guidance for their practical

implementation. The framework is intended to be complimentary to initiatives such as the SDG Compass and

the recommendations of the Task Force on Climate-related Financial Disclosures. Indeed, this report is intended
to be embedded in those projects and reports that are aimed to provide guidance on implementing the SDGs

through corporate strategy and action.

Integrated Reporting cannot provide all the answers.
Encouraging organizations to integrate sustainable
development considerations is challenging and requires
a concerted effort led from the top (see Adams, 2014).
It requires leaders to “build support for the global goals
as the right growth strategy” in their companies (BSDC,
2017, p15).

However, by aligning the SDGs to a conceptual reporting
framework (the <IR> Framework) this document provides
the conceptual rigour required to support integrated
thinking in contributing to the SDGs.

It is hoped that integrated reporters will respond to

these challenges and that those organizations that

are embracing the SDGs will be able to use the <IR>
Framework as a means of demonstrating how their value
creation process contributes to sustainable development.

T
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Introduction

Sustainable development requires a systemic
response involving transformative changes, notably
in knowledge, policy and institutional systems from
all sections of society. The Sustainable Development
Goals (SDGs)® and the Paris Agreement® are global
multi-stakeholder responses to this challenge.

The SDGs are inter-dependent and contributing to
them involves trade-offs, just as an organization’s
outcomes involve trade-offs between multiple
capitals®® (see the <IR> Framework).

8. http://www.un.org/sustainabledevelopment/sustainable-development-goals/
9. http://unfccc.int/paris_agreement/items/9485.php
10. see Adams, et al (2013)



Prominent scientists and social scientists have called

for an “integrated social-ecological system perspective”
(Norstrédm et al, 2014) and “integrated targets” (Griggs
et al, 2014) to ensure that trade-offs between the SDGs
are managed and synergies maximised. As these authors
recognize, achieving the SDGs requires an understanding
of social change processes and social, political and
regulatory constraints and opportunities.

International business and trade has a significant
impact on sustainable development issues including:
the environment, particularly climate change; global
wealth distribution; natural resource consumption and
price stability; food security; and, gender inequality
(Xiao et al, 2017).

The SDGs cannot be achieved without collaboration
between governments, private and public sector
organizations and civil society organizations. National
governments, who are ultimately responsible for the
achievement of the SDGs, might seek to achieve this by
setting expectations through legislation or soft regulation
and holding organizations to account. Stock Exchanges
can influence the private sector through the listing
requirements that they set.

Investors may develop portfolios with the specific aim

of prioritising specific SDGs. They are also increasingly
considering a range of wider factors in their risk profiling
and appraisal of investment opportunities, with some
evidence of leading investors embedding wider value
creation factors, including sustainable development,

in their overall policy and governance (see EY 2017).

This document sets out a framework for contributing to
the SDGs consistent with the multi-capitals model. It
recognizes limitations to the availability of the capitals on
which organizations rely and the potential to substitute
between capitals consistent with the broad view of

value creation in the International <IR> Framework. This
approach to integrating SDGs will assist organizations

in understanding the relationships and dependencies
between capitals and the inter-dependencies and
potential conflicts between the SDGs.

The global economy services society, which lies within Earth’s life-support system. 77

Griggs et al (2013)

The Sustainable Development Goals, integrated thinking and the integrated report 9



An integrated report explains how an organization creates value over
time. Value is not created by or within an organization alone. It is:

* Influenced by the external environment

* Created through relationships with stakeholders

* Dependent on various resources. 77

International <IR> Framework, IIRC (2013, para 2.2)

The International <IR> Framework (lIRC, 2013) can be
used to aid understanding of the relationship between
sustainable development and value creation. It also aids
understanding of trade-offs across the interdependent
and potentially conflicting SDGs. It does this by:

e considering risks and opportunities presented
by the external environment;

e adopting a multi-capital approach;

e acknowledging that creating value over time
requires social and environmental stewardship
and creating value for investors and other relevant
stakeholders; and,

o facilitating high-level engagement and a holistic
approach (integrated thinking) through its
emphasis on connectivity and board oversight.

There is evidence that value creation is increasingly
defined more broadly than the accumulation of
financial capital whether or not a company explicitly
says it reports in line with the <IR> Framework.

This is a trend that corporate boards need to be

aware of. Research demonstrates that over the period
of development of the <IR> Framework companies
increasingly aligned their social investment activities
with their strategy and longer term notions of value
creation (see Adams et al, 2016).

Board oversight and integrated thinking are important
in addressing investor concerns and in raising
investor awareness of the importance of sustainable
development issues in long term value creation. A key
reason for developing the <IR> Framework was the

increased importance of externalities (including social,
environmental and economic issues) for corporate
strategy and success*'. The importance of this is
apparent from the response from a range of forward-
thinking pension funds and other investors who wish to
emphasize long termism and take account of a wider
view of value creation. It can also be seen in the calls to
pension funds to focus on sustainable development and
influence corporate behaviour (UNCTAD, 2016a) in order
to maximise long term value creation.

11. For a discussion see Adams (2017)

The Sustainable Development Goals, integrated thinking and the integrated report



Audience

This document is aimed at those seeking to enhance
the contribution to the SDGs by organizations and
those seeking to reduce corporate risk and increase
opportunities arising from sustainable development
issues. It is particularly relevant to organizations
seeking to maximize value creation over the long
term and to reassess their mission and purpose.
Within these organizations it is intended for those
responsible for developing strategy, those responsible
for corporate reporting and to boards. The document
is also relevant to those seeking to hold companies
to account - investors, regulators, governments, NGOs
and other corporate stakeholders - and, of course, to
current and potential users of integrated reports.

Aim
This document aims to contribute to the achievement

of the SDGs by demonstrating how the <IR> Framework

can help organizations align their contribution to the
SDGs with how they create value.

Using this framework, organizations will be able to:

o Contribute to the achievement of the SDGs through
the application of integrated thinking;

o Use integrated reports to communicate their
contribution to the SDGs and how they have
responded to the risks and opportunities of
sustainable development.

This document does not develop indicators or
prioritized disclosures to report contributions to
the SDGs. Rather it draws on the concepts, guiding
principles and content elements of the <IR>
Framework and its notion of integrated thinking to
help organizations respond to the SDGs.

The document will help organizations that prepare
integrated reports in:

e bringing consideration of SDGs into mainstream
thinking, strategizing, decision making and reporting;

e developing integrated thinking that recognizes
the risks and opportunities posed by sustainable
development considerations;

o identifying solutions that are consistent with
sustainable development and which optimize
value creation across multiple capitals without
depleting capitals which are essential for global
sustainable development;

e communicating the relevance of sustainable
development to value creation and to an
organization’s sustainable development outcomes;

e managing the complexity imposed by sustainable
development challenges; and,

o informing and challenging institutionalized
practices and frameworks of government,
education and business.

The Sustainable Development Goals, integrated thinking and the integrated report
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The SDGs and <IR>

Aligning business approaches to the SDGs with
Integrated Reporting can redirect investment
flows to maximize value creation and enhance
knowledge of the impact of business activities

on sustainable development. It can assist
organizations in reducing risk, identifying
opportunities and delivering long-term, innovative
solutions and technologies for addressing
sustainable development.

12 The Sustainable Development Goals, integrated thinking and the integrated report



Alignment to the SDGs should facilitate greater
transparency of the outcomes of corporate activities on
sustainable development. This will depend on sound
governance oversight and other quality assurance
mechanisms. Such mechanisms are critical to: the
achievement of SDG 17 (‘revitalize the global partnership
for sustainable development’) with respect to long-term
investments, trade, monitoring and accountability; and,
SDG 12, particularly target 12.6 (‘Encourage companies,
especially large and transnational companies, to adopt
sustainable practices and to integrate sustainability
information into their reporting cycle’) (see UNGC and
KPMG, 2016).

The <IR> Framework is a mainstream reporting
development for communicating about value creation
and the value creation process over time. It considers:

e Dbenefits to stakeholders (para 1.8)

e Dboth preservation and diminution of value (para 2.14)

o the role of social and environmental externalities
in increasing or decreasing the value created by
organizations (para 2.21)

e the availability and stewardship of multiple capitals
(3.16, 4.36,4.37)

e trade-offs in relation to use of the capitals (para 4.56)

e the implications of evolving societal expectations and
resource shortages as planetary limits are approached
(para 3.08), and

o the need to articulate how the continued availability,
quality and affordability of significant capitals contribute
to the organization’s ability to achieve its strategic
objectives in the future and create value (para 3.5).

This is consistent with a focus on sustainable
development.
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Aligning the SDGs with the value creation process

Value creation (preservation, diminution) over time

CONTINUOUS CONSIDERATION OF SUSTAINABLE DEVELOPMENT ISSUES OVER TIME
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The Capitals Background Paper, published by the [IRC
(Adams et al, 2013), discusses how the capitals are
interrelated and how outcomes for the capitals might be
realized. Transformation of the capitals will often relate
to one or more SDG. For example, increased reliance on
renewable energy sources and improving diversity in the
work force enhance natural and human capital and may
contribute to the achievement of SDGs 5, 7, 10 and 13.

The application of the SDGs to the business context
considered in this document (and as called for in a
recent survey of over 1,000 CEOs by the UN Global
Compact and Accenture, 2016) is consistent with
approaches used by leading organizations to date (see,

for example, KPMG International, 2016; PWC, 2016a,b).

Further, it provides a conceptualization for approaches
proposed in the SDG Compass (GRI, UNGC and WBCSD,
2015), UNEP FI's (2017) Principles of Positive Impact!?
and by Searcy (2016).

ot 1| &

The ‘Measure What Matters’ initiative'® highlights the
proliferation of indicators and metrics. This document
demonstrates how following the <IR> Framework can
provide a way through this. It allows identification of
SDGs aligned with long-term value creation and
selection of appropriate indicators.

12. “To promote the delivery of Positive Impact Finance, entities (financial or non-financial) need adequate processes, methodologies, and tools, to identify and monitor the positive impact of the activities, projects, programmes,

and/or entities to be financed or invested in.” Principle Two, page 3

13. “Over the last few decades there has been a proliferation of sustainability indicators at the global, the national (Beyond GDP) and the corporate level (sustainability reporting metrics). But to date, these new indicators have
been developed in isolation from each other. The lack of coherence between indicators emerging at different levels of decision making risks derailing the shift to more sustainable economies.”

Source: http://measurewhatmatters.info/about/#sthash.iLGVIOro.dpuf

The Sustainable Development Goals, integrated thinking and the integrated report 15



Through our vision - to align capital allocation and
corporate behaviour with the wider goals of financial stability
and sustainability through the cycle of integrated reporting
and thinking - we are committed to supporting the United
Nations and its partners in building a better world in
which no one is left behind. Our emphasis on the efficient
and productive use of all forms of capital aligns with
Sustainable Development Goal 12, which seeks to ensure
sustainable consumption and production patterns. <IR> is
also an effective mechanism for monitoring the allocation
of capitals, managing performance and strengthening
accountability in the public and private sectors. 77
lIRC Integrated Report 2015, page 37

IFAC’s (2017) policy position paper argues
that integrated reporting:

...Is founded on integrated thinking leading to a
change in the way businesses think about preserving and
creating value. Integrated thinking involves organizational
change to require everyone in the organization to increase
their contribution to a much broader, and longer term,
concept of value creation through a better understanding
of how value is created. This will hopefully lead to a
better outcome from reporting that responds to systemic
risks to capital and financial market systems, and
sustainable development challenges. 77 (p6)

16
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Perspectives on the capitals from the Green Economy Coalition

SDGs and Capitals in national economies

Businesses are not the only actors exploring the relationship between the SDGs and capitals. Recognizing the
relationship between national capital stocks/flows and a healthy economy, governments are looking at ways
of integrating a capitals approach into national decision making.

Supported by the World Bank’s Wealth Accounting and the
Valuation of Ecosystem Services programme (WAVES),
governments are looking at different ways of identifying their
‘national wealth’ that comprises natural capital, human capital,
produced capital, social and institutional capital, intellectual
property and net foreign assets. This approach pushes beyond
narrow visons of using GDP as the core measure of economic
success and national wealth. As the UK’s Natural Capital
Committee argued in 2013, GDP focuses on flows, not stocks.
Nations can run down their assets while delivering high levels
of GDP growth, at least in the short term. New measures of
wealth like the capitals frame, set within the societal goals

of SDGs, are needed to ensure long term economic and
environmental sustainability.

Trade-offs and substitutability

In support of national level progress on capitals and SDGs, the
Green Economy Coalition is carrying out new enquiry on the role
that natural capital plays in national economies. More specifically,
the research focuses on the limitations of substituting natural capital
with other kinds of capital.

This work provides a context for the multi-capitals system of thinking
about value creation that is set out in this paper through Integrated
Reporting. It is relevant to businesses for two reasons:

1) Businesses benefit greatly from the stability created by the
quality of a nation’s institutions, from the availability of trained
educated staff, from the quality of its infrastructure, and from the
availability of natural resources and the services they provide.
Managing the stocks of these respective capitals benefits
all businesses and particularly those already committed to
demonstrate their contributions to capitals.

2) Understanding limits to substitutability of capitals, and the critical
thresholds that apply to natural capital, helps to frame the trade-
offs between different SDGs that businesses and governments
both encounter.




A framework for contributing to the SDGs
through the <IR> value creation process

This section considers how the value creation
process set out in the <IR> Framework can
facilitate a focus on sustainable development.

It sets out a framework comprising five steps
which reporters can take to contribute to the
SDGs consistent with the <IR> Framework. It also
considers how contributions to the SDGs can be
linked with outcomes for the six capitals of <IR>.



The value creation process

<IR> is particularly helpful to increasing understanding
of the importance of sustainable development issues to
value creation because of its: multi-capital approach;
long term focus; guiding principle of connectivity; and,
requirement for board involvement (Adams, 2015b;
2017).The importance of identifying and responding
to sustainable development and other risks is
increasingly recognized by regulators through calls to
disclose significant risks and strategy. Examples are the
requirements for UK companies to present a Strategic
Report and for Australian companies to provide an
Operating and Financial Review (OFR). Further, <IR>
helps organizations understand (and articulate to their
investors) the relationship between the value it creates
for others and the value it creates for itself. It provides
a framework for shifting the way individuals think about
sustainable development issues and value creation.

The conceptualization of the corporate value creation
process in Figure 1 draws on prior research, theorizing
and interviews with board directors and chairs of some
of the largest companies in South Africa and Australia
(see Adams, 2017). It can be considered in three parts:

1. The external contextual factors (the green rectangle),
increasingly include sustainable development risks
and opportunities, which are internalised in developing
and delivering on long-term strategy;

2. The ability of strategy to be delivered requires an
organisation to respond to ESG risk and opportunity in
order to create value (increasingly regarded as being
more than accumulated financial capital). This process
within the organization is represented by the lighter
blue rectanges. It is tempered by individuals and

leadership, particularly whether they accept a more
holistic view of value, and the extent to which their
cognitive framing allows them to incorporate this into
decision making.

3. The process is hindered or facilitated by corporate
reporting processes and board governance and the
regulations, codes and Frameworks which influence
them (the dark blue rectangles). The <IR> Framework
has been found to have a positive influence.

Figure 1 conceptualizes what is referred to as ‘integrated
thinking’*® in the context of contemporary market,

society and organizational dynamics. The interviews
demonstrated'® that Integrated Reporting, with its broader
view of value creation, increased integrated thinking

and awareness of the interconnectedness of social,
environmental and financial performance issues.

14. The Australian Securities and Investment Commission (ASIC) Regulatory Guide 247 (ASIC, 2013) requires listed companies to prepare an Operating and Financial Review (OFR) which discusses
(amongst other things) environmental and other sustainability risks which could affect the company’s financial performance (RG247.63). RG247.62 contains a forward looking disclosure requirement
pertaining to the likelihood of risks increasing or decreasing and their potential impact on the company’s prospects.

15. This diagram has a different purpose from ‘The value creation process’ diagram on page 13 of the <IR> Framework which depicts the value creation process at the level of the organization.

16. See Adams (2017) for interview details.

The Sustainable Development Goals, integrated thinking and the integrated report
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Figure 1: Conceptualization of the corporate value creation process

The corporate reporting process
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Indeed, corporate practice with respect to sustainability
factors and risk management has developed rapidly
over the last decade or two, coinciding with a perceived
increase in the interconnectivity between social,
environmental and economic performance. Corporate
reporting on sustainability issues was once an activity
conducted with little interaction with other corporate
functions with limited ability to effect change or
contribute to value creation. This is changing, aided

by: a heightened recognition of the importance of a
wide range of factors on sustained value creation,
including through the value chain; increased regulation
and stock exchange requirements for companies to
disclose their key risks; and, the increasing drive by
companies towards integrated thinking, including the
full involvement of the boards.

CEOs need long-term incentives in their
remuneration package. If companies don’t
think long term about ESG risks and their

strategy, it catches up with them in the end. 77

lan Woods, Head of ESG Research at AMP Capital'®

At the same time, academic research has started to
examine reporting processes and their ability to change
behaviour. Adams (2017), for example, concluded that
corporate reporting frameworks strongly influence the
mindset of corporate leaders (where they are involved in
the reporting process) with respect to the relevance of
social and environmental issues in value creation.

Thus, corporate reporting frameworks can play a

critical role in enhancing corporate contribution to the
Sustainable Development Goals (SDGs) in the context of:
investors prioritizing financial information, often paying lip
service to social and environmental information (Adams,
2017; Solomon et al, 2013); and, poor identification
and management of ESG risks (CPA Australia et al, 2014;
ACCA and Net Balance Foundation, 2011).

This transformative role of corporate reporting is
supported by substantial academic literature on the
role of accounting as a constructed and constructing
tool shaping both management practices and society
(Adams and Harte, 1998; Burchell et al., 1985; Miller,
1991; Milne et al., 2009). Adams (2017) studies how
this occurs in the context of sustainable development and
integrated reporting and earlier work!” points to a role
for the six capital model in facilitating the integration of
sustainability issues into corporate thinking.

& C ieco @55 &

17. see, for example, Adams, 2015a,b; Adams, 2014; Coulson et al., 2015

18. Source Adams, 2015b
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A framework for contributing to the SDGs
through the <IR> value creation process

The <IR> Framework (lIRC, 2013) provides an opportunity
for organizations seeking to respond to the Sustainable
Development Goals (SDGs) to get board level attention
for integrating them into strategy and reporting.

This section identifies five steps for contributing to the
SDGs through the <IR> value creation process set out
in the <IR> Framework. Whilst it is expected that most
organizations will start at step 1, it emphasizes that this
is a continuous process and organizational responses to
each step are expected to deepen with each new cycle.

Figure 2: Aligning the SDGs to the value creation process
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Step 1:
Understand sustainable development issues relevant
to the organization’s external environment

The sustainable development issues that the SDGs address impact on the organization’s
ability to create value for itself and its stakeholders. The <IR> Framework requires
consideration of significant factors affecting the external environment and the
organization’s response (para 4.5). These factors may increase or decrease value
created either directly (e.g., by creating new business opportunities) or indirectly

(e.g., through the quality of relationships with stakeholders or by influencing the
availability, quality and affordability of a capital that the organization uses or affects).
Therefore, consideration of the SDGs, and the sustainable development issues that
they address, should be incorporated into the wider consideration of the external
environment relevant to the organization’s ability to create value.
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Link with the <IR> Framework

The external environment should be considered in the value
creation process (para 2.21). Examples of relevant external
environmental factors identified in the <IR> Framework

are: societal issues, such as population and demographic
changes, human rights, health, poverty, collective values
and educational systems; environmental challenges, such
as climate change, the loss of ecosystems, and resource
shortages as planetary limits are approached (para 4.7).
These relate directly to a number of SDGs.

Strategy and resource allocation plans are influenced by/
respond to the external environment and the identified
risks and opportunities (para 4.35).They are also
influenced by the availability, quality and affordability

of multiple capitals (4.36, 4.37) which are in turn
influenced by sustainable development issues.

The capitals are stocks of value that are increased,
decreased or transformed through the activities and
outputs of the organization (para 2.11) which influence
the availability of capitals in the future. At times, costs
or other effects on the capitals are externalized, i.e.,
relate to capitals that are not owned by the organization

(para 2.7). Such externalities may ultimately increase
or decrease value created for the organization and
therefore providers of financial capital need information
about them in order to assess their effects and allocate
resources accordingly (para 2.8).

The board has responsibility to create an oversight
structure to support value creation (para 2.22) in light
of the external environment.

Practical implementation

Organizations typically scan the external environment

to identify short, medium and long-term risks and
opportunities which need to be considered when
developing strategy and evolving the business model.
This process should include the identification of risks and
opportunities associated with sustainable development.
For example, inequality and poverty are a risk factor in
some countries in that they limit the market for products
and services. The threat of rising prices for fossil fuel
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