
Environmental, Social 
and Governance (ESG)  

A Starter Guide for Businesses



What on Earth is ESG?
It’s all about the impact your business has on society

You’ve probably heard the buzz about ESG in the L&D world 
lately, but if you’re still scratching your head wondering what 
it’s all about, fear not! You’re not alone. In fact, you’re in great 
company, because many businesses are eager to understand 
and embrace the power of ESG.

Recent research reveals that only a third of SMEs have a grasp 
on what ESG truly means. But here’s the thing: we’re all in this 
together. We have just one precious planet, and it’s not solely 
the responsibility of individuals to save it. Businesses play a 
vital role too! Whether you’re a small startup or a multinational 
powerhouse, integrating ESG practices is essential for long-
term success in today’s socially conscious marketplace. After 
all, we’re not just talking about the future of our Earth, but the 
well-being of everyone on it.
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So, what exactly is ESG, you ask? ESG stands for 
Environmental, Social, and Governance – a dynamic 
trio of superheroes here to revolutionise the 
business landscape!

Environmental  
First up, we have the mighty ‘E’ for Environmental. Picture Captain Eco swooping in, 
championing a greener future. This pillar is all about reducing our carbon footprint, protecting 
nature, and embracing eco-friendly work practices.  We’re talking about the energy we use, the 
waste we produce, and the footprint we leave behind. It’s time to unleash your inner eco-warrior 
and make a positive impact on our planet. 
 
 

Social  
Next, meet our hero of the ‘S’ for Social – this is all about the people we serve, including our 
amazing employees, customers and the people we deal with. Think of this as the Wonder 
Woman of ESG! Just like her, your business can empower and uplift communities. Embrace 
fairness, diversity, inclusion, and human rights. By making a positive impact on social well-
being, you’ll unleash your true potential as a force for good.

Governance  
Last but not least, we have the superpower of ‘G’ for Governance, embodied by none other 
than Superman. This pillar ensures transparent decision-making, ethical practices, and strong 
leadership. With good governance, your business will soar to new heights, inspiring trust and 
paving the way for long-term success.

Together, these three pillars form the essence of ESG – a powerful framework for businesses to 
save the day and create a sustainable future. So, join forces with us and unlock the superhero 
potential within your organisation. Let’s embark on this exciting journey and build a brighter 
and more sustainable future for everyone! The time for action is now.
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Why does ESG matter?
Well, ESG is like a power-up for your business. There’s increasing 
research that shows having a strong ESG proposition can work 
wonders for your business, supporting topline growth, reducing 
costs, improving productivity and attracting investment.

By embracing ESG principles, you’re more likely to appeal to customers and investors who dig 
responsible and sustainable practices. It also helps you to build a solid reputation, improves 
brand loyalty, and even boosts employee morale. Plus, with ESG, your business can adapt to the 
ever-changing world, future-proofing your operations. What’s not to like about that?!

Here’s why ESG matters…

Enhanced reputation and brand value 
Embracing ESG practices can enhance your company’s reputation as a responsible and 
ethical entity, attracting customers, investors, and top talent. Customers are increasingly 
demanding companies to prioritise ESG. In fact, 62% of customers consider factors like fair pay, 
environmental care, and community contributions when making purchasing decisions. By 
getting your ESG strategy in order, you will improve your reputation, establishing your brand as 
a force for positive change that attracts customers, now and into the future.

Risk mitigation 
Taking account of ESG considerations helps you to identify and mitigate potential risks. And 
with environmental and social issues increasingly in the spotlight, companies that don’t 
demonstrate their ESG credentials risk negative publicity. Beware of “greenwashing” though – 
it’s important to walk the talk! By addressing environmental and social challenges proactively, 
you can avoid costly legal issues, reputational damage, and regulatory non-compliance. 

Supercharged profitability 
Did you know that prioritising ESG can actually boost your bottom line? Companies with a 
strong ESG proposition have been shown to outperform their peers financially. Implementing 
environmentally sustainable practices, such as reducing energy consumption, minimising 
waste, and optimising resource usage, can also lead to cost savings in the long run. By 
becoming more efficient, you can lower your operational expenses and increase profitability.

Increased investor interest 
Investors are increasingly factoring in ESG performance when making investment decisions, 
as sustainable practices often lead to long-term value creation. ESG programs contribute to 
shareholder value according to 83% of business leaders and investment professionals. Embrace 
ESG to attract investors who value resilience and low financial risk.

Employee engagement and retention 
Millennial and Gen Z employees, in particular, are more likely to seek employment with 
businesses that prioritise ESG and show that they care. Showcasing your ESG practices can help 
you to attract top talent. Not only that, demonstrating a commitment to ESG fosters a positive 
workplace culture, boosts employee morale, and improves retention rates as people want to 
stick around in your organisation for the long term.

Future-proofing your business 
ESG considerations are not just a passing trend but an essential aspect of business resilience. 
As consumers and regulatory bodies demand greater accountability, companies that fail to 
address ESG may face significant obstacles in the future.



Greenwashing
Have you ever heard of the 
term “Greenwashing”? It’s 
like when someone tries to 
impress others with their 
environmental and social 
credentials, but it turns out to 
be more talk than action.
Now, here’s the deal: Greenwashing can have 
serious consequences for organisations of all 
sizes. You don’t want to find yourself facing 
fines or in a mess just because your marketing 
enthusiasm got ahead of reality. It’s like 
walking on thin ice while juggling flaming 
torches – not the best idea.

The regulatory environment is getting tougher 
too. Laws and regulations are evolving rapidly, 
and misstating the truth can land you in hot 
water. You might have to face the Advertising 
Standards Agency, the Financial Conduct 
Authority, or even the Competition and 
Markets Authority. Trust us, you don’t want 
those guys knocking on your door.

Oh, and guess what? Small businesses and 
start ups are not immune to this greenwashing 
phenomenon either. Greenwashing can affect 
you too. That’s why you need to be on your 
guard to avoid falling into the trap of making 
exaggerated claims without solid evidence to 
back it up. 
Think about the cost of repairing a damaged 

reputation. So, before you plaster your website 
and marketing with green-themed buzzwords, 
make sure you can walk the talk. Avoid using 
words like “inclusive,” “non-discriminatory,” 
“organic,” or “healthy” unless you can truly 
prove that your claims hold water.

Remember, every communication you put 
out there has the potential to sway customers, 
stakeholders, employees, or investors. So, 
you better make sure you can back up your 
claims with concrete evidence before you get 
the loudhailer out. The future of regulations 
will likely bring strict penalties for misleading 
claims, and public procurement rules are 
becoming increasingly stringent.

The solution lies in Environment, Social, and 
Governance (ESG) reporting. Whether your 
business claims to be environmentally friendly, 
community-oriented, or an equal opportunity 
employer, you need to have documented 
evidence to support those claims. Copy-
pasting policies from the web won’t cut it. You 
need to go deeper and ask how those policies 
are substantiated. Are they measured, or are 
they just empty words?

When it comes to environmental claims, 
exercise extra caution. Dive deep into 
quantifying any claims made by third parties 
whose products or services you use. It’s better 
to be safe than sorry.
Our advice? Start your ESG reporting now. It’s 
like adding value to every aspect of your school 
and enhancing your reputation. Think of it 
as the Health & Safety documentation of the 

future. So, seize this opportunity to shine and 
show the world that you walk the ESG talk!



Let’s dive into ESG reporting requirements. 
Don’t worry, we won’t bore you with all the 
legal jargon. We’ll break it down in a way 
that’s easy to understand.

So, here’s the deal: The reporting requirements for ESG in the 
UK depends on the size and type of company. The big players, 
like large, multinational companies, have the most detailed 
requirements to fulfil. You can find a lot of these requirements 
in the Companies Act 2006 and related regulations. We’re 
talking about stuff like the Large and Medium-sized Companies 
and Groups (Accounts and Reports) Regulations 2008 and the 
Companies (Directors’ Report) and Limited Liability Partnerships 
(Energy and Carbon Report) Regulations 2018 (...bit of a 
mouthful!).

But there’s more! Listed companies have additional rules to 
follow, like the Listing Rules and Disclosure Guidance and 
Transparency Rules. And then we have corporate governance 
and stewardship frameworks, such as the UK Corporate 
Governance Code 2018 for those premium listed companies, 
the Wates Principles for large private companies, and the UK 
Stewardship Code 2020 for asset owners, managers, and service 
providers. Phew!

Let’s not forget about specific requirements under certain 
legislation. We’ve got the Modern Slavery Act 2015, the Equality 
Act 2010, and the Bribery Act 2010, just to name a few. Oh, and 
different sectors, like the financial services industry, may have 
their own unique requirements too. It’s like a never-ending 
maze of regulations!

But hold on, what about the smaller companies? Well, for 
now, the mandatory disclosures mostly apply to the big guns. 
However, things are changing, and the trend is moving towards 
expanding the scope of companies that need to report. So, even 
if you’re a smaller company not legally obligated to report right 
now, it might be a smart move to start preparing for future 
obligations. Plus, reporting voluntarily on ESG matters can help 
attract investors and top-notch employees who are increasingly 
conscious of these issues.

Now, let’s look to the future. Brace yourself for some exciting 
developments… In the coming year, certain companies may 
be required to publish “net zero transition plans.” These plans 
outline how they will adapt to a low carbon economy by 2050 as 
the UK moves in that direction. It’s all about being proactive and 
taking steps to align with the country’s sustainability goals.

Oh, and here’s a fun twist: European corporate sustainability 
reporting requirements might also affect non-EU companies in 
the future if they have significant EU activity or are part of the 
value chain of an EU company subject to those rules. So, it’s like 
a ripple effect spreading beyond borders!

The ever-evolving world of ESG reporting is filled with 
challenges, but also opportunities to make a positive impact 
and stand out in the crowd. Get ready to show the world your 
ESG superpowers!

ESG Reporting
What are the UK reporting requirements?



How does ESG scoring work? 

Well, companies are evaluated in 10 
different categories that make up the 
three pillars of ESG: Environmental, 
Social, and Governance. It’s like a 
scorecard for how well they’re doing in 
these areas.

Now, here’s the exciting part. Each category gets a score, and 
these scores are rolled up into the three pillar scores. We’ve 
got the Environmental pillar, which looks at how a company 
is impacting the planet. Are they being eco-friendly and 
reducing their carbon footprint? 

Then we have the Social pillar, which focuses on how they 
treat their people and the communities they’re a part of. Are 
they promoting diversity, inclusion, and human rights? 

Lastly, we’ve got the Governance pillar, which examines 
how the company is being run. Are they being transparent, 
ethical, and making responsible decisions?

But here’s the fun part! The weights given to each category 
can vary depending on the industry. After all, different 
sectors have different priorities when it comes to ESG. 
For the Environmental and Social categories, the weights 
are customised based on the industry. However, for the 
Governance category, the weights are the same across 
all industries. It’s like a balancing act, making sure each 
category gets its fair share of importance.

And what does all of this lead to? The final ESG score! It’s 
a reflection of the company’s overall ESG performance, 
commitment, and effectiveness. This score is based 
on the publicly reported information, so it’s all out 
there for everyone to see.

So, think of ESG scoring like a report card for 
companies. They’re evaluated in different 
areas, and their scores determine how well 
they’re doing in terms of environmental 
impact, social responsibility, and good 
governance. It’s a way to hold companies 
accountable and encourage them to make 
positive changes.



Ready to start creating 
your own ESG strategy? 
Here are some simple steps that will guide you on the process. So, buckle 
up and get ready to start your ESG journey!

Start with some detective work 
First off, get your magnifying glass out and take a closer look at your current practices and assess how 
well you’re performing in terms of ESG. This is known as ‘materiality analysis’. It’s basically a process that 
helps you identify the key issues to prioritise and where to invest your time and resources. Collect data 
from internal and external stakeholders to create a materiality matrix. This visual representation will guide 
you towards the most important issues for both camps. It’s like solving a puzzle that reveals your ESG 
priorities and sets the foundation for your unique strategy. Don’t forget to investigate your supply chain 
partners too. It’s like uncovering hidden treasures and making sure everyone in your ESG ecosystem is on 
the same page.

Find your unique strategy 
Remember that every business is different, just like each superhero has their own special powers. What 
works for others might not work for you. Take into account your internal and external stakeholders, supply 
chains, locations, budgets, and goals. Your ESG strategy needs to be tailor-made to be effective.

Set goals from top to bottom 
Establishing clear goals from the start will keep your strategy on track. It’s crucial to get top executives 
on board and make sure they believe in those goals. Create a framework that outlines your goals, action 
plans, and monitoring mechanisms. Think of it as your superhero toolkit, guiding you towards a more 
sustainable and responsible future. Start with broad goals and then narrow them down as you conduct a 
proper audit. You can do this by focusing on the top priorities identified in your analysis.  

Count the costs 
As you define your business targets and strategy based on the materiality analysis, consider your budget. 
Think of it as a long-term investment rather than a one-time expense. Sometimes strategies with higher 
upfront costs lead to significant savings in the long run. Just like insulating your superhero headquarters 
can save on heating bills, strategic investments can pay off big time. Seek expert advice to make your 
outcomes as efficient as possible.
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Assemble your ESG dream team 
If you’re serious about ESG, it’s time to hire professionals 
from the sustainability sector. They’ll bring the superhero 
powers needed to maintain your strategies and ensure 
consistency. It’s not just about the environment 
and social aspects; the governance aspect is equally 
important. Build a strong governance structure within 
your business, with sustainability professionals leading 
the way.

Monitor and report progress 
Regularly review your progress, celebrate 
your wins, and address any challenges 
along the way. Don’t forget to 
report your achievements to 
your stakeholders, because 
superheroes are all about 
transparency!

Communicate 
your strategy  
It’s time to spread the word 
and let your ESG strategy shine! 
Communicate your strategy internally to 
your team members, ensuring that everyone 
is aligned and excited about making a 
difference. And don’t forget to share your 
heroic endeavours externally, showcasing your 
commitment to ESG with pride!

Power up your supply chain 
When expanding your supply chain, make sure 
ESG is embedded in the procurement process. 
Create a sustainable policy that aligns with your 
values and commits to continuous improvement. 
Consider frameworks like the UN Sustainable 
Development Goals. Also, don’t forget to conduct 
due diligence within your existing supply chains. 
You don’t want to associate with businesses that 
have bad values or risk damaging your reputation.

Avoid greenwashing 
Stay true to your superhero identity and avoid 
falling into the trap of greenwashing. Be authentic 
in your ESG efforts, walking the talk and living up 
to your values. Remember, real superheroes don’t 
need flashy disguises – they let their actions speak 
for themselves!



S

Become an ESG superhero!
Start making changes make your business more sustainable, 
responsible and considerate 

We all have a part to play when it comes to taking care of our planet and creating a sustainable future for everyone.

Whether it’s conserving resources, reducing waste, or promoting social wellbeing, every action counts. From 
individuals to businesses, we can all make a difference. By being mindful of our consumption, embracing eco-
friendly practices, and supporting initiatives that benefit our communities, we can pave the way for a greener and 
brighter future. Remember, even small steps can lead to big changes when we all work together.

So, are you ready to become an ESG superhero and champion the cause of sustainability? Let’s show the world 
what we’re made of and leave a positive impact for generations to come!
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Want to learn more?
To learn more about all things Environmental, Social & Governance (ESG) and work 

towards making your business more sustainable, take a look at our 
Environmental, Social & Governance (ESG) eLearning Collection. Or you can sign 
up for a free trial to access our full learning library, which contains hundreds of 

beautifully animated courses and see if iAM Learning is right for you!
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Find out more at www.iamlearningcontent.com

https://www.iamlearningcontent.com/environmental-collection
https://www.iamlearningcontent.com/free-trial
https://www.iamlearningcontent.com
https://www.facebook.com/learnlikeiam
http://www.youtube.com/c/iAMLearningContent
https://twitter.com/learnlikeiam
https://www.linkedin.com/company/iamlearningcontent/

