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Research Background



About This Research

« The 10th Annual BSR/GlobeScan State of Sustainable Business Survey provides
insight into the world of sustainable business and identifies common perceptions and
practices of corporate sustainability professionals.

+ In addition to measuring shifting priorities and challenges in corporate sustainability, this
year’s survey presented a unique opportunity to understand how business is
responding to the changing social landscape.

« To hone in on actions of companies within the sustainable business community, this year’s
data draws from the responses of one sustainability practitioner at each of 152 BSR
member companies who participated.

« The survey was fielded fully online among the BSR member network, with responses
collected between March 22 and May 16, 2018. All field work and stakeholder outreach
was managed independently by GlobeScan.
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Sample Breakdown: All Company Respondents

Consumer Products and Retail 24%
Information and Communications
Technology L2
Healthcare 11%
Energy and Extractives 10%
Transport and Logistics 9%
= Other* 8%
E Food, Beverage, and Agriculture 7%
= Financial Services 7%
Professional Services 5%
Media and Entertainment 3%
Heavy Manufacturing 3%
Power and Utilities 2%
Infrastructure 1%
Travel and Tourism 1%

*Examples of “Other” sectors named include Conglomerate,
Chemicals, Business Services, Packaging, and Education.

Region

Job Level

North America 53%
Europe 24%
Otherregions 23%
Asia 18%
Latin America 2%
Oceania 2%
Africa 2%
Vice president or above 24%
Director 33%
Manager or below 41%
Other 3%
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Sustainability Priorities



Overthenext 12 months,companies indicate their sustainability efforts will
be prioritized around ethics, diversity, climate change,and human rights.

Corporate Sustainability Priorities Over Next 12 Months
All Company Respondents, 2018

B Highprioity [ Moderate priority [l Lowmnoprioty | Don'tknow

Ethics/integrity 76 20 31
Diversity/inclusion 71 18 10 1§
Climate change 70 19 11

Human rights 66 20 13 i
Women's empowerment 58 24 17 1
Health/wellness 55 25 19 i
Water 50 21 28 1

Inclusive growth 50 27 16 Vi

Public policy frameworks

promoting sustainability 4 27 29 3
Circular economy 38 27 30 5
BSR18_2_lkert

Q2. When you think about the focus of your company’s sustainability effortsin the next 12
months, how much of a priority is each of the following issues? Please use a 5-point scale
where 1 is “not at all a priority” and 5 is “a very significant priority.”

R B S R
X T Y Lo
.ol'. ".'.
GLOBE 8
i The Business of a Better World



Companiesregard Al/disruptivetech,datasecurity and climate change as
Important megatrends, butless so theresulting economic inequalityand
political and social instability that cascades down as aresult.

Priority of Global Mega-Trends in Business Strategy. All Company Respondents, Total Mentions, 2018

Al/automation/other disruptive tech
Data privacy/security

Changes to the global climate
Changes to the energy system
Resource scarcity

Demographic changes
Geopolitics/trade relations

Rising inequality

Freedom of expression
Micromanufacturing/onshoring
Nationalism/sociopolitical polarization

Mass human migration

Q21. Which three, if any, of the following challenges/mega-
trends is your company prioritizing the most in its business

strategy?

GLOBE

Most Important Actions to Address Global Mega-Trends
All Company Respondents, Total Mentions, 2018

Make sustainability integral to business 75
strategy/governance/management

Emphasize long-term value creation
over short-term performance

Collaborate with stakeholders/ 2
partners across value chain

Transparent measurement/reporting 15

Corporate voice/CEO activism 1"

Influence policy frameworks to align
commercial success with sustainability goals

Other |1

None of the above 5

BSR18_22

Q22. Which, if any, of the following are most important actions for
companies to address these new global opportunities and challenges?
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Sustainability Management



Reputation remains the most powerful driver of sustainability efforts,
followed by consumer/customer demand and operational risk.

Drivers of Sustainability Efforts, Top Mentions, Ranked
All Company Respondents Identifying Issue as a Top-Three Driver, Combined, 2018

[ 1stDriver I 2nd Driver I 3rd Driver

Reputational risks/benefits 26 18 37
Consumer/customer demand 16 19 12
Operational risks/benefits 13 9 16
Regulatory requirements 9 8 10
Investor interest | < 11 9
CEO interest 15 5 5
Market growth opportunities 6 11 7

Product and process innovation 7 6 10

Talent recruitment and employee
engagement/retention

Budget/cost reduction | 5

BSR18_4

Q4. Which of the following are the most important drivers for your company’s sustainability efforts? (From the list
below, please rank the three most important drivers by entering 1, 2, or 3 in the space provided, with 1 being “the
most important.”)
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Levels of engagementwith some key corporate functions such as
marketing, HR, IR and Finance remain relatively low.

Perceptions of Functions’ Engagement with Sustainability
Engaged,* All Company Respondents, 2018

Corporate communications 59
Supply chain/procurement 58
Public affairs

CEO'’s office

Operations

Corporate board

Risk management

Legal

Marketing

Human resources

Investor relations

Strategic planning
Research and development
Product development
Finance

[T/ echnology
BSR18_7

Q7. Please rate the level of engagement that each of the following functions within your company has with your
company’s sustainability function. *Percentage of respondents who selected a4 or 5 on a 5-point scale where 1 is
“Not engaged at all with sustainability” and 5 is “Very engaged with sustainability.”
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Fewer than half of sustainability professionals feel their company’s
sustainability communications to customers/consumers are effective.

Effectiveness of Communicating Sustainability to Customers/Consumers
All Company Respondents, by Sector, 2018

Consumer-Facing Sectors Other Sectors Effective

Neither
effective nor
ineffective

Ineffective

Don't

communicate
sustainability
to customers

Don’t know

Q5. To date, how effective, if at all, has your company been in communicating your sustainability story to your
customers/consumers?
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Sustainable Development
Goals



Companiesareincreasingly using the Sustainable Development Goals as
their strategic north star in setting targets, with Europeans most likelyto be
utilizing them.

Corporate Adoption of SDGs to Inform Target-Setting
All Company Respondents Currently Using or Intending to Use the Goals, by Region, 2017-2018

[0 Currently using I Intending to use
2018 49 27 76
Europe
2017 45 21 66
2018 40 31 4
Asia/Other
2017 30 20 50
2018 34 35 69
North America
2017 25 26 51

BSR18_16_trk

Q16. Is your company already using or intending to use the UN Sustainable Development Goals to set corporate
performance targets?
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Whilethereare a few goals attracting significantcorporate support, others
are lacking commitments fromthe private sector.

Commitments toward Sustainable Development Goals
All Company Respondents, Total Mentions, 2018

1 CLIMATE 8 DECENT WORK AND GENDER GO0D HEALTH CLEAN WATER 1 PARTNERSHIPS
ACTION ECONOMIC GROWTH EQUALITY AND WELL-BEING AND SANITATION FOR THE GOALS

58% 93% 49% 47% 45% 37% 34% 31% 30%

QUALITY REDUCED PEACE. JUSTICE LIFE
EDUCATION 10 INEQUALITIES 15 AND STRONG 14 BELOW WATER
INSTITUTIONS

|

27% 24% 19% 16% 16% 15% 12% 1%

Q17. Toward which, if any, of the UN SDGs is your company pledging commitments?
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Focus Areas



Acrossissues, most companies focus their activities on operations and
employees, some focus on local communities and Tier 1 supply chain, and
few pay attentionto Tier 2+ suppliers, product use, or marketing.

Corporate Focus on Thematic Activities Throughout Value Chain
All Company Respondents, Atleast a fair amount,* 2018

Climate Change

. Inclusive Assessment and Women's
- Human; Aights - Growth - Management - Empowerment

Our own operations/employees
Local communities

Tier 1 supply chain

Public policy

Product/service use
Marketing/sales

Tier 2+ supply chain

BSR18_19_act

Q19. How much, if at all, does your company focus on [TOPIC] through each of the following elements of the value
chain? *At least a fair amount = “A lot” + “A fair amount”
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Climate Change



Companies primarily assess climate change in their own operationsand are
much less likelyto do so farther outin the value chain.

Level of Climate Change Assessment and Management through Value Chain
All Company Respondents, 2018

A great A fair Not very Not at Don't
- - - much - all - know

deal amount
Our own operations/employees 37 38 14 6 B9

Public policy 19 36 26 10 9
Product/service use 18 32 29 11 10

Tier 1 supply chain 13 37 29 8 13
Local communities | ¢ 37 36 13 8
Marketing/sales 11 25 34 20 10

Tier 2+ supply chain | ¢ 23 39 15 17
BSR18_12b

Q12. How much, if at all, does your company assess and manage climate change through each of the foIIovvmg
elements of the value chain?
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Effortsto build climateresilience havefocused on risk assessment, risk
management,and supplier engagement.

Actions Completed or Currently Underway to Mitigate Climate Risks and Impacts
Percentage of All Company Respondents Identifying Each Action, Total Mentions, 2018

Assessing climate risks

Supplier engagement

Integrating climate risks into risk management
Strategy development

Reporting climate risks

Policymaker engagement

Scenario analysis

Other

None of the above

Don't know

BSR18_13

Q13. What activities have your company completed, or are currently undertaking, to build resilience to climate risks
and impacts? :
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Human Rights



Companies have moved their human rights efforts beyond Tier 1 suppliers
and own operations, with over half managing them at least a fair amount
with business partners, in local communities, and through public policy.

Assessment and Management of Human Rights through Elements of Value Chain
All Company Respondents, 2018

A great Afair Not very Not at Don’t
- deal - amount - much - all - know

Tier 1 supply chain 38 34 10 B 15
Our own operations/employees 37 40 13 2.

Business partners 13 37 30 5 15

Public policy 11 45 22 9 13

Local communities 11 43 23 9 14
Product/service use 11 28 33 12 16

Government partners 11 24 36 11 18
Tier 2+ supply chain | 32 28 9 22
Marketing/sales | ¢ 24 36 17 15
BSR18_10

Q10. How much, if at all, does your company assess and manage human rights through each of the following
elements of the value chain?
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While human rights efforts have improved overall since 2015, fewer than half
of companies are undertaking human rights impact assessments or have
grievance mechanisms consistentwith the UNGPs.

Activities Advancing Human Rights
All Company Respondents, Total Mentions, 2015 vs 2018

Human rights policy

Human rights issues with business partners

Public commitment to UN Guiding
Principles on Business and Human Rights

Human rights training for employees

Grievance mechanisms consistent
with the UN Guiding Principles

Human rights impact assessment

Other

B 201
B 2015

None of the above

Don't know

BSR18_11

Q11. What activities are you undertaking (or have you undertaken) to advance human rights in your company'?
Please select all that apply.
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Inclusive Economy



Corporate priorityon inclusive growth has returned to the level seen in 2016,
raising the question of whether the uptickin 2017 was driven by prominent
social and political issues at the time.

Priority Placed on Inclusive Growth in Company
“High Priority,” All Company Respondents, 2015-2018

80
70 -
60 =) 59
50
40 T | T T
(LQ’\% ‘LQ'\‘.O %Q’(\ ‘LQ'\%
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Q18. How much priority, if any, does your company place on inclusive growth?
*(142) on a 4-point scale, where 1 is “A great deal” and 4 is “None at all”

This may not mean that
companies are deprioritizing
inclusive growth, however. It
could indicate a stronger,
more purposeful response
from companies in 2017 to
mega-trends, such as Brexit
and the U.S. election.
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Companiesare primarily addressing inclusivegrowth through their
own operations and local communities, with much less focus on
supplychain, public policy, or product access.

Focus on Inclusive Growth Activities
All Company Respondents, 2018

A great Afair Not very Not at Don't
- deal - amount - much - all - know

Our own operations/employees pAl 53 14 4 8
Local communities 18 52 18 4 8
Public policy | 39 33 6 13
Product/service access and use | ¢ 40 23 8 19
Tier 1 supply chain | = 38 26 10 19
Marketing and sales | 33 34 8 pAl
Tier 2+ supply chain | = 22 33 17 24
BSR18_19

Q19. How much, if at all, does your company focus on inclusive growth through each of the following elements of
the value chain?
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Supply Chain



Onlyonein five sustainability professionals consider their company’s
supply chain sustainability efforts to be effective—and since last year, there
has been anincrease inthe number of peoplefinding themineffective.

Effectiveness of Supply Chain Management Efforts in Addressing Sustainability Issues
All Company Respondents, 2018

: Neither effective z i
B Effective = nor inaffactive B neffective ~ Don'tknow

2018

2017

BSR18_8

Q8. How effective, if at all, do you believe your supply chain management efforts have been in addressmg the most
critical sustainability issues in your supply chain?
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Companiesthat areinnovating in supply chain management are much more
likelyto see their overall efforts as effective.

Effectiveness of Supply Chain Management Efforts in Addressing Sustainability Issues
Companies Applying New Technologiesvs Those that Are Not, 2018

; Neither effective ; Don't
- Elisckie Il nor ineffective - nefieciive = know

Applying new technologies
in supply chain sustainability

No new applications in
supply chain sustainability

BSR18_8-9

Q8. How effective, if at all, do you believe your supply chain management efforts have been in addressing the most
critical sustainability issues in your supply chain?
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Women’s Empowerment



Companies have an opportunity to expand women's empowerment efforts to
other segments of thevalue chain, particularly as women make up a
majority of consumers and workers in many global supply chains.

Focus on Women’s Empowerment through Value Chain
All Company Respondents, 2018

A great Afair Not very Not at Don't
- deal - amount - much - all - know

Our own employees 44 38 11 4 3
Local communities | 39 30 9 13
Marketing and sales " 36 26 14 13
Public policy 1 32 pL 15 13
Tier 1 supply chain 1" 32 24 13 20
Product/service access and use | 30 28 22 16
Tier 2+ supply chain |- 22 34 22 20
BSR18_14

Q14. How much, if at all, does your company focus on women's empowerment through each of the fo/lovwng
elements of the value chain?

GLOBE 32 S
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Despiteincreased public attention on genderissues and harassment, fourin
ten companies report no change intheir approachto women's
empowerment.

Actions Taken in Response to Women’s Empowerment Activism
All Company Respondents, Total Mentions, 2018

Increased focus on women in senior leadership/governance roles

Facilitated internal dialogue among employees

Public commitments

New or changed policies/practices on sexual harassment

New or changed policies/practices for hiring/performance management
Support for victims of harassment/gender-based violence

Increased philanthropic focus

New or changed practices/considerations in products

Other

No change to our approach

BSR18_15

Q15. In which, if any, of the following ways has the recent surge of global women’s empowerment activism (e.g., women’s
marches, sexual harassment accusations, #metoo) affected change in your approach to women’s empowerment?
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Evolution of the
Sustainability Function



Corporate sustainability professionals seethe need for resilientbusiness
strategies, rather than stand-alone sustainability strategies, that leverage
dataand technologyto create value and respond to mega-trends.

Ways the Sustainability Function Needs to Evolve, Unprompted
All Company Respondents, 2018

(( As more companies embrace
sophisticated frameworks to progress

_ sustainability (e.g. SDGs), reporting will
Strategic also need to evolve and become more
technologically advanced.

The sustainability function will be ))
increasingly strategic, resilient, and
embedded across departments,
rather than serving as a separate and Resilient Data-Driven
function.

Solutions
Oriented

A

Emerging global challenges will require the sustainability function to
become more solutions-oriented and embrace innovation. Environmental
threats are top of mind, with many saying that the sustainability function
will need to lead in innovating solutions for climate resilience.

GLOBE 35 _
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Q1. Thinking about the next 5 years, howdo
you think the corporate sustainability function
will need to evolve in order to effectively
respond to emerging global challenges?
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Questions



The BSR Conference is one of the most important annual gatherings dedicated to finding solutions to our
most pressing global challenges. Industry leaders and decision makers from Fortune 500 companies, as well
as leading foundations, nonprofit organizations, and government, gather for unparalleled networking
experiences, powerful plenary addresses and breakout sessions, and interactive professmnal development

opportuni or more information, visit www.bsr18.org.
Y. # BSR
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