2020 Actions
for Business

Introduction
Welcome to our 2020 Actions for Business, which
highlight the topics and challenges that we believe will
shape the year ahead.
It is of course not just a year ahead, but the start of
a new decade insistent on wider perspective. The
climate crisis will dominate 2020, with boards and
brands being left no option other than to play an
active and measurable part. It’s why Greta Thunberg
is the youngest-ever recipient of Time ‘Person of
the Year’ for 2019, and it’s perhaps unsurprising that
we’re hastening the need to Listen to Youth to imbue
business strategy, innovation and risk mitigation.
Positive strides that we see mainstreaming this
year include Incentivising Sustainability, along with
Better Societal Impact. While Addressing Inequality
and Deeptruth are urgent responses to the depths
to which our humanity is failing. We’re highlighting
alternatives to the issue of short-termism through
Stewardship and Think 2030, as sustainable and
responsible business issues finally entwine with
business strategy.
What’s clear is that business must build resilience
against the prevailing disruptive forces and scarcity
of natural resources. Be prepared to lead. It is what
stakeholders and society now expect.
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Carbon, Carbon, Carbon
Climate change and carbon have been on the agenda
for a long time. But something’s changed in the
last year. Extreme weather patterns are increasing.
Activism (stream Greta Thunberg and Extinction
Rebellion). Consumer pressure. And, in the UK,
government action to demand compliance with the
Task Force on Climate-related Financial Disclosures
(TCFD).
Carbon-wise, a lot is happening.
Drax used to conjure up a grimy, coal-fired power
station in the Vale of York. Now Drax Group says it
will be carbon-negative by 2030. We can expect
data centres, aviation and agriculture to follow suit1.
Investor pressure has forced Shell to link executive
pay to carbon emission reduction targets. Amazon
deforestation has reached a decade high.

Critical Questions

!

• Have you made the commitment to absolute
carbon reduction targets?
• Are you able to publish a full climate change
footprint of your company’s whole value
chain?
• How should you align executive rewards with
climate change targets?

With UK national net zero-carbon targets in place,
and governments and investors promoting the TCFD,
companies saying: ‘We’ll get our carbon intensity
down by x% over y years’ is inadequate. Companies
must be able to show they know what their total
climate footprint is. They must have plans to make it
consonant with a 1.5º climate change scenario.
No time to delay. Action must start now. Action must
be communicated now. Huge risks are entailed for
companies that prove to be laggards.
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Listening to Youth
Millennials have been the darling of marketers and
memes for quite some time. Businesses have been
obsessed with understanding their preferences and
the potential repercussions for their workforce and
customer base. Well, depending on your definition,
the oldest millennial is now 38 years old. It is perhaps
time business should start giving equal attention to
the newcomers: Generation Z.
This generation, broadly defined as those born from
1995 to 2010, have already made a global statement
about their values. Led by Swedish teen Greta
Thunberg, the School Climate Strikes have made a
clear call for change. Through this, Gen Z have created
their own platform to be heard, mobilising not just
schoolchildren, but adults too.
And while any sweeping assumptions about a generation
will be flawed, the emerging studies of Gen Z preferences
paint only one picture for sustainability. Research2 is
showing that 94% of Gen Z believe companies should
help address urgent issues, and 92% would switch
brands to one associated with a good cause.
Some companies have begun to cater for the changing
preferences and concerns. McDonald’s is increasing
the number of vegan items on its global menus, while
singer Rihanna’s Fenty Beauty collection has launched
the ‘Beauty for All’ campaign, featuring models of all
sizes and ethnic backgrounds. Those that fail to live up
to youth expectations are likely to receive a backlash.
As Gen Z enter the workforce, it will not be a surprise to
see more examples of youth-led employee activism,
such as those seen at Microsoft against military
contracts3 and at Facebook for a lack of diversity4.
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The implications for companies are vast. The mistake
businesses might make in the next decade is assuming
Gen Z preferences are of a future concern. At one
scale, a study5 has found 93% of parents say their
children influence their household purchases, while
on a global scale we are already seeing their influence.
Businesses need to listen to youth.

Critical Questions

!

• Has the business engaged with Gen Z as
a key stakeholder group in the materiality
process, to understand their unique needs and
expectations of your business – whether as
consumers or future employees?
• Does the business understand the nuances
within generational preferences (including
regional differences), avoiding typical pitfalls
of homogenous generational assumptions
that consider them as one group?
• Is your business model sufficiently
digitised to enable new flexible and open
ways of working and better interaction with
customers?
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Better Societal Impact
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Many businesses are now extending beyond traditional
community investment programmes, to more innovative
approaches to business operations, that aim to create
social impact while also meeting commercial objectives.
For instance, actively adapting or developing products
and services to deliver a social or environmental impact;
creating innovation labs to generate new solutions; or
diverting procurement spend to social businesses.
Ambitions to deliver greater impact bring with it an
increased expectation to understand the results
delivered.
Some businesses are rising to this challenge by
quantitatively measuring the social, environmental and
economic impact of their supply chain, operations and
customer industries. Examples include BASF’s Value-toSociety6 report as well as AzkoNobel’s 3D P&L7.

Critical Questions

!

• Is your societal impact measurement
comprehensive: assessing both societal and
commercial impacts, positive and negative?
• Is your societal impact measurement
comprehensible: presented in a way that
enables all key audiences to understand
progress, achievement and challenges?
• Is it actionable: providing data that has
a practical application for the ongoing
management of the business?

In parallel with the ambition to improve measurement
practices, LBG8 (the global standard for measuring
corporate community investment) has also recently
expanded its framework to look beyond traditional
community investment, to include the impact of social
procurement and social innovation activities, enabling
member companies to articulate what their impact is.
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Addressing Inequality
Inequality has been a key driver of recent cases of
social unrest and populist uprisings across the world,
from Hong Kong to Chile. These events have already
caused severe economic effects in these countries,
including rising unemployment, stalling investments
and stock market collapses.
Multiple studies show that inequality undermines
economic growth and corporate performance, and for
decades we have been warned it is like a ticking time
bomb. The companies and executives that have suffered
in person the negative consequences of recent uprisings,
are starting to realise the urgency and magnitude of the
action needed to defuse it, but they have been slow to
respond and still seem to be a minority.
Inequality also decreases the wellbeing of societies.
Life expectancy is shorter in countries with high
inequality, driven by fear, insecurity and stress that
affect even the wealthy. In the US, the average life
expectancy is four years shorter than in some of the
most equitable countries9.
In a world where, according to Oxfam, the 26 richest
people have the same net worth as the combined 3.8
billion people at the bottom of the economic pyramid,
reducing inequality is not just a matter of social justice
– it is a sound development policy and it is also good
business practice.
This is why corporate leaders such as Paul Polman (exUnilever) and Marc Benioff (Salesforce) have urged for
a reinvention of capitalism, highlighting the need for
a new system that enables inclusive and sustainable
development. Their peers around the world must
internalise that the time to act decisively to address
inequality is now.
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While companies certainly cannot solve the inequality
issue on their own, they can act and lead the way, for
instance through CEO coalitions such as The Business
Roundtable in the US with nearly 200 CEO members.

Critical Questions

!

• Are you paying a living wage? A hefty body
of research shows that paying a living wage
that enables employe es to effectively meet
their basic needs, also has positive benefits for
employers, including lower turnover, improved
productivity, and better quality and service.
• Does your tax strategy stand up to
scrutiny? Companies should expect increasing
scrutiny from regulators, NGOs and even
financial analysts regarding the use of tax
avoidance mechanisms that, even though they
may be legally sound, are increasingly perceived
negatively and could backlash at any time.
• Should you be redefining your pricing
by aiming to expand access to, and
affordability of, products and services?
Several leading companies, such as Danone and
Johnson & Johnson, are doing this and more as
part of their commitment to Business for Inclusive
Growth (B4IG), a global coalition launched in
August 2019 which is overseen by the OECD.
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Incentivising Sustainability
In January 2020, the World Economic Forum in
Davos marks its 50th anniversary. The institution has
launched a new manifesto on the responsibility of
business to ‘improve the state of the world’. So far, so
familiar. However, the manifesto sets itself apart by
explicitly calling for executive remuneration to ‘reflect
stakeholder responsibility’ through environmental,
social and governance (ESG) objectives10.
Leading sustainability plans increasingly overlap with
core business strategies, and awareness of the scale
of ESG risks and opportunities continues to grow. Yet
this is rarely reflected in pay. According to two recent
studies, while a majority of UK CEOs have bonuses
linked to non-financial metrics11, in the US this is true
of fewer than 5% of S&P 500 companies. Long-term
incentives fare even worse, at 21% in the UK and fewer
than 1% in the US12.
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Practical questions remain. One common approach
is to use a ‘balanced scorecard’ of sustainability KPIs –
but this may encourage too narrow a focus on what’s
measurable. Some companies, like Unilever13 and The
Body Shop14, use broader measures of ‘progress’ against
ambitious plans – but a more qualitative approach could
anger shareholders, who demand pay transparency.
Putting the assessment out of company control has
its pros and cons – in 2018, AkzoNobel ended its longstanding policy of linking pay to its DJSI ranking.

Critical Questions

!

• Is the business focused on the financially
relevant? Shareholders will expect metrics
to be measurable, auditable, and with a clear
link to the bottom line. Start with your most
financially material issues and expand the
ambition from there.
• Is management on board, having been
taken through the planning journey?
Executives will baulk at seeing pay linked to
metrics they don’t understand. Involve them in
the creation and sign-off of your sustainability
plan to get their buy-in.
• Are you at risk of greenwashing? With the
definition of a narrow set of financially linked
metrics, comes the temptation to frame all
progress through this lens. Remember the
wider objectives of your sustainability plan,
and your responsibilities to all stakeholders.

Incentivisation is not yet for every business. It requires
an engaged board, and management that recognises
the materiality of ESG risks and opportunities. But it
offers a leadership opportunity for companies who
can demonstrate that sustainability is not just a ‘nice
to have’, but core to long-term value creation.
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Tech Grows Up
The end of this decade has been marked by a
collective realisation of the many issues caused by
big tech. Everything from data privacy and mental
health to misinformation and job losses has received
vast amounts of coverage. For some, these issues
have been the result of tech’s rapid rise. If these were
indeed the industry’s ‘growing pains’, then maturity is
now expected.
Stakeholders are forcing the big tech players to fulfil
the responsibility of any good corporate citizen. For
instance, the European Competition Commissioner,
Margrethe Vestager, has dealt fines to Google15
totalling more than €8 billion, opened formal
investigations into Amazon16 and ordered Apple to
repay billions of euros in back taxes. Employees in the
tech world themselves are calling for change to the
practices of their employers. Nearly 10,000 Amazon
employees challenged the company to do more on
climate change17, something it has now pledged to do
as a result18. In other areas, tech giants are attempting
to fix some of the problems they have caused – take
Apple’s $5.2 billion plan19 to tackle California’s housing
crisis as one example.

Critical Questions

!

• Are you engaging with stakeholders
regularly to fully understand the multitude of
issues related to tech?
• Has the business reassessed its purpose to
create a role for tech that serves as a force for
good in society?
• Are you demonstrating your commitment
to internal and external stakeholders that your
tech is here to be a good corporate citizen for
the long term?

Given the tech sector’s enormous potential for
good, its efforts to right the wrongs have so far been
uninspiring. But as we look to a new decade, the
challenge will be how quickly the industry can create
a renewed positive narrative around this sector.
To do this, companies will need to not only meet
the standards of a responsible corporate citizen,
but also leverage their assets and skills to be a true
force for good.
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Stewardship: The Next Leadership Imperative
Stewardship is an old concept. In times gone by,
stewards managed estates entrusted to their care.
Today stewardship has become a cornerstone of good
corporate governance and responsible investment. In
October 2019, the UK released its updated stewardship
code, with a clear reference to ESG. In Europe, the
Shareholders Rights Directive now includes significant
implications for individual shareholder rights such as
pensions, with a number of other jurisdictions following
suit and introducing their own stewardship codes. All
these codes seek to enhance the quality of dialogue
between investors and companies, empowering
companies to focus on delivering sustainable returns to
their providers of capital20.
For directors in listed companies, stewardship means
finding the right balance between short and long-term
considerations. It also means managing the business
for a purpose beyond profit – so that it contributes to
the wellbeing of its stakeholders and society as a whole.
In this regard, listed companies may have something to
learn from privately owned businesses that do not face
the same short-term quarterly pressures.
A study by Stewardship Asia Centre covering 200 family
businesses from across Asia-Pacific, revealed seven
stewardship traits that have allowed organisations to
flourish through the boom-and-bust cycles of the wider
economy21. As Hsieh Fu Hua, Chairman, Stewardship
Asia Centre, has stated, ‘Stewardship reduced to its
crux, is about engaged, responsible and meaningful
value creation over the long term; and how successful
and sustained organisations could benefit not only
its stakeholders in an inclusive way, but also the larger
community that they are part of.’
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These traits provide valuable guidance on how a
long-term outlook and having an ownership mentality
can build resilience and enduring success over
generations.
At a time when public trust in business remains low
and scrutiny of business is at an all-time high, business
leaders from all types of organisation must embrace
stewardship as a mindset that creates accountability,
drives better decision-making and long-term value
creation.

Critical Questions

!

• Stewardship is led from the top. How are you
actively promoting this mindset among your
leaders (current and future)?
• Stewardship means managing what
matters. Have you identified the material
sustainability issues that impact the business’s
ability to create and sustain value for
stakeholders?
• Stewardship requires transparency. Are
you effectively and proactively communicating
and engaging with stakeholders to build mutual
understanding and a lasting relationship
with them?
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The Subscription-based Economy:
From Ownership to Access
Why buy when you can borrow for a fraction of the
price? That is the thinking behind a growing demand for
rental or subscription-based services that is disrupting
every sector.
Recent research by McKinsey found that the online
subscription market has grown exponentially in the past
five years22, with consumers renting everything from
streaming services to food boxes.
This trend is spilling over into the sustainability
space, and for good reason. Increasingly aware of the
environmental impact of their choices, consumers are
actively looking for alternatives to the wasteful takemake-dispose model of consumption. Rental services
can offer a more ‘circular’ approach, where the leaser
acts as a ‘steward’ for a product, from its creation to its
end-of-life disposal.

This presents both risks and opportunities to
companies in every sector. Businesses need to
start thinking now about how their business might
incorporate circularity into their products and services.

Critical Questions

!

• Which of your products and services might
lend themselves to a circular or rental model?
• What happens to your products at the end
of their life?
• What are the risks of doing nothing?

Renting can also reduce the ‘wastage’ associated with
products that are ‘under-utilised’: think about that
dress worn once and forgotten, the car taken out at
weekends, the printer that sits idle.
Fuelling this trend are the changing attitudes among a
new generation of consumers, for whom ownership and
material possessions don’t confer status in the same
way as for previous generations.
And add to this the growing suite of government
regulation on issues such as plastic pollution and
producer responsibility, and you have a perfect storm
of ‘push’ and ‘pull’ factors pointing to a different model
of consumption.
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Deeptruth
In 2016, Oxford Dictionaries selected ‘post-truth’ as its
word of the year, reflecting a world in which objective
facts are less influential in shaping public opinion than
appeals to emotion and personal beliefs. Since then,
social media has been weaponised in the spread of
misinformation, and the growing emergence of AImanipulated ‘deepfakes’ means that soon even seeing
and hearing may not mean believing.
The ‘truth’ has become negotiable. And with a US
Presidential election on the horizon, the line between
fantasy and fact looks at risk of further deterioration
in 2020.
Of course, brands, employers and employees are not
immune to the symptoms of ‘post-truth’ societies. Eightyfour per cent of companies report feeling threatened by
the spread of fake news. From fast-moving WhatsApp
rumours to spoof CEO communications, market
regulators, investors and companies are having to wake up
to new internal and external risks.
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Radical transparency has become one board-level
response for some companies such as Netflix, which
‘sunshines’ its justification for hiring/firing decisions
including senior pay. Although a step in the right
direction, radical transparency has had some mixed
results, which underline that it’s not necessarily radical
transparency (volume), but radical accountability
(relevance, veracity) that’s important.

In 2020, as stakeholders are overloaded with
information and misinformation, the harder it may be
to determine the truth of a situation.

Critical Questions

!

• Is your transparency matched with
accountability? Consider the purpose of the
type and volume of information that you share,
and how it fosters credibility among your
stakeholders.
• Do your business activities and strategy
incorporate an understanding of risks
relating to information, privacy, digital
platforms and communication?
• Do you provide a direct line to a source
of truth? Consider how you use trustmarks,
standards, reporting, boardroom transparency
and other tools, to evidence and reinforce
communication around your practices and
decisions in an effective way.

Faced with this new truth landscape, companies
must find ways to communicate that are self-aware,
consistent and provable. Judged, more than ever, on
how they behave, and not just the stories that they
tell, they must show that they understand and can
authentically share and verify their own impacts and
vulnerabilities.
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Think 2030
A good long-term business strategy has now become
one and the same as a sustainability strategy. To
maximise long-term value, companies need to evaluate
environmental, social and governance (ESG) risks and
opportunities. For most companies – except for b-corps
and fully mission-driven businesses – sustainability
strategies remain a siloed set of goals and targets,
designed and implemented apart from strategic
planning cycles, performance management, systems
and culture.
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But in 2020 we expect more companies to integrate
ESG fully with business planning. Forward-looking
companies in both the Fortune 200 and FTSE 100 are
now seeing their executive team use their sustainability
strategy development as a ten-year business planning
exercise. While nearly all have a three to five-year
business plan in place, they are using materiality and
strategy development to look to 2030, sharpening their
understanding of where they need to invest today to
stay relevant for the long term, and are building the
implementation plan into standard business planning,
resourcing and incentive cycles.

Critical Questions

!

• Is your materiality and strategy
development looking at a longer-term goal
(eg 2030) to inform risks and opportunities?
Are you regularly engaging stakeholders and
scanning for leading indicators to surface
emerging ESG risks and opportunities?
• Have you integrated your sustainability
strategy, goals and targets into the wider
business strategic planning cycle and
performance?
• Have you identified areas for ESG
investment today, that will keep your
company relevant for the long term?

The sustainability agenda has long been moving in this
direction. As ESG issues become more urgent and more
immediately linked to business risks and opportunities
(climate change, data privacy, diversity and inclusion,
and so forth), we will see more companies adopt an
integrated approach. If businesses want to be around for
the long term, it is a business imperative.
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