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o why is it important? Investors have come to realise 
that the future value of their investments is influenced 
by environmental, social and governance factors. 
Because asset owners such as pension funds are often 
acting upon others, such as the pension fund 

beneficiaries, they must take these responsibilities seriously. The 
investment market is changing and there is increasing interest in ESG 
aligned funds. Capital is moving towards these types of assets, and  
so organisations that cannot explain their ESG strategy may struggle 
in the future to secure capital to fund their future growth plans.

However, it is not just about capital and investors. Current and 
future employees have increasing interest in how organisations 
manage these issues. A proactive ESG strategy can be an asset in 
attracting and retaining talent, particularly the social (or ‘S’ aspects) 
such as diversity and inclusion, and wellbeing and mental health, 
especially in the context of the ongoing pandemic.

How to approach ESG
I have found this diagram to be helpful in explaining a structured 
four-step process to approaching an ESG strategy and then 
implementing a programme across the organisation. I would say 
that this is nothing revolutionary. It is much the same process 

as you would follow if you 
were implementing a safety 
management system, a risk 
management programme or an 
environmental management 
system. The main difference is 
that the “rules” are currently 
more market-driven than defined 
by regulation.

The most important step 
I would argue is the first, 
which is to understand your 
organisation’s context. This 
involves really understanding 
who your stakeholders are and 
what their ESG expectations 
are, currently and into the 
future. Understanding your 
stakeholders involves speaking 
to a number of managers across 
the organisation, to identify them 
and understand which have most 
influence. It could be that one or 
two are particularly focused on 
you and could potentially seek  
to apply pressure to the board 
and senior management.

The other aspect is to take 
a broad view of the threats 
and opportunities facing your 
organisation. The focus is on the 
reputation of the company and 
impact of a series of potential 
scenarios might have, viewed 
from the perspective of each of 
the key influential stakeholder 
groups. In terms of the ESG 
world, this is often defined 
in terms of a materiality grid. 
Figure 3 shows an example of 
plotting the 17 United Nations’ 
sustainable development goals 
(SDGs). It is possible to map the 
threats and opportunities  
to these SDGs, to bring the  
whole together.

In developing a sustainability 
strategy, what you are seeking 
to do is to define your ambition 

Setting an ESG strategy
Environmental, social and governance, or ESG as it is now known, describes what investors and analysts now 
consider the sustainability agenda of the organisations they regard themselves to be stakeholders in.
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Figure 1 – ESG strategy setting process
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in this area. This starts with a 
recognition of what it means 
for your organisation and its 
stakeholders. Where do you 
believe you need to be within 
five years in absolute terms 
and compared to peers and 
competitors? Ultimately, this 
requires you to marry up the  
ESG strategy to the organisation’s 
core purpose, values and culture. 
This is how you develop a 
strategy that is relevant, genuine 
and continues to resonate with 
your stakeholders, particularly 
your staff and management who 
need to deliver it.

This is not something that 
gets done in a day or is “one 
and done”. You will need to 
build a consensus among those 
involved in ESG initiatives and 
start to sell the concept to senior 
management, incorporate their 
perspectives and then ensure 
that the board is committed.

Setting up an ESG programme 
is often where people start. 
However, without having 
understood the context 
and established a strategy, 
it is in danger of just being 
a list of activities that don’t 
hang together. A purposeful 

programme has great strength 
because each element can be 
tied back your organisational 
strategy and purpose. Ultimately 
the “so what?” for each element 
can be justified and supported, 
ensuring appropriate buy 
in. Accountabilities need 
to be assigned to the most 
appropriate people to deliver 
these elements. This will not 
work if the accountabilities all 
stay with the team trying to 
drive the programme. Like any 
change management project, 
it is important to take the 
time to gain the key people’s 
support and buy in, as this will 
ensure that the programmer 
is self-sustaining and becomes 
embedded over time. Inevitably 
it will need a healthy push early 
on, to get things moving, but if 
it is constant effort to make it 
happen, it probably is based on 
the misreading of the context 
and a strategy that is not really 
felt or genuine.

Monitoring the  
EDG programme
The final stage is considering 
how the ESG programme will be 
monitored and reported. Figure 2 – Stakeholder inventory

Ref Headline Type of Stakeholder

1 Board Non-executive directors

2 Senior 
Management Executives and management

3 Employees Employees and families

4 Customers Clients, customers or end-users of services

5 Community Local environment, national environment

6 Partners Suppliers, outsourced providers,business 
partners

7 Peers Competitors, industry bodies

8 Investors Shareholders, analysts

9 Authorities Local and/or national government, or 
agencies

10 Regulators Stock exchange and sector regulators

11 ESG ESG rating agencies, NGOs

12 Auditors External auditors, credit rating agencies

THE MOST IMPORTANT STEP  
I WOULD ARGUE IS THE FIRST, 
WHICH IS TO UNDERSTAND YOUR 
ORGANISATION’S CONTEXT



It is often said that what gets 
measured gets done. In other 
words, what are your key 
performance indicators (KPIs) 
for the ESG initiative? We have 
established a dashboard of about 
30 metrics across the various 
elements of environmental, 
social and governance. This 
dashboard was agreed with the 
executive team and has now been 
reported on quarterly basis for a 
year. This starts to create ‘muscle 
memory’ and ensures that when 
decisions that touch on, for 
example, environmental aspects 
come up, such as reducing 
greenhouse gas emissions, the 
executives understand the links 
and the benefits case.

External reporting should 
be the last step in the process. 
This is where you get to 
tell the outside world what 

you have achieved and why. 
Often, however, this is where 
the pressure starts from 
external bodies. There is an 
alphabet soup of standards 
for reporting against – for 
example Taskforce for Climate-
related Financial Disclosures 
(TCFD), Sustainability 
Accounting Standards Boards 

(SASB) and Global Reporting 
Initiative (GRI) to name but 
three. However, again, which 
reporting standard you adapt, if 
you decide to support any, is a 
factor of your context. Which is 
most meaningful to your most 
influencing stakeholders?

ESG is like any other change 
management programme. You 

need to establish the goals, the 
steps required to deliver the 
project and the barriers that 
could hold you back. You need 
to communicate the benefits and 
drivers to make the case, and 
you need to remain focused and 
committed to ensure you deliver 
the change you are seeking to 
make happen. 
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Figure 3 – Materiality Grid analysis of UN SDGs
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