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From initiatives to impact: Advancing a
new priority for businesses in sustainability

Businesses must move from an input orientation towards assessing outcomes and impact.
BY LAWRENCE LOH AND HUANG MINJUN

EVERY so often, sustainability in business-
es is touted as a “check-the box" exercise,
often laced with esoteric acronyms in a
massive alphabet soup. Yet, this is neces-
sary to convey alighment to good practic-
es, particularly through frameworks and
standards.

But this so-called compliance is not
enough — never.

Businesses have to go beyond disclo-
sures to demonstrate the impact of any
sustainability initiative. They have to
move from an input orientation towards
not only looking at outputs, but more im-
portantly assessing outcomes and impact.
Emerging imperative
It is clear that sustainability and climate
change, in particular, have transcended
from being buzzwords to becoming stra-
tegic imperatives for businesses.

Research by PwC and Centre for Gover-
nance and Sustainability (CGS) showed
that out of 700 assessed top-listed compa-
nies across Asia-Pacific, 84 per cent of
companies have boards with responsibil-
ities covering sustainability issues, and 79
per cent have sustainability governance
structures.

Further, 88 per cent of companies as-
sessed by PwC and CGS have identified
risks and opportunities for climate
change; 74 per cent have disclosed ways to
manage these.

Another study conducted by Tech for
Good Institute (TFGI) and CGS showed that
85 per cent of digital economy companies
in South-east Asia have intentions to ad-
dress sustainability issues. But notably,
less than half have carried outinitiatives to
put these intentions into action.

It seems that businesses are often
checking boxes about sustainability is-
sues, but not bringing out enough solu-
tions.

Mindset change

For longer-term development, businesses
should shift from an initiative-centric
mindset to an impact-centric mindset

when considering sustainability issues.
Such a mindset connotes the actual chang-
es resulting from a business’ initiatives.

We propose three essential aspects to
build an impact-centric mindset.

B Target setting

No action should be taken until a clearly
defined target is set. Establishing a target
helps businesses to determine what sus-
tainability impact they want to achieve in
the first place.

Our stream of research at CGS on com-
panies listed on the Singapore Exchange
indicated that there are positive and signif-
icant relationships between sustainability
and financial impact through measures
such as market value and brand value. Per-
haps this finding can serve as an impetus
for businesses to define sustainability-re-
lated goals.

To set sustainability targets, useful ref-
erences may be made using the UN Sus-
tainable Development Goals (SDGs). In
fact, the TFGI-CGS study highlights the ar-
eas that are ripe for investors’ interests.

These areas can be based on the United
Nations Development Programme’s SDG
Investor Maps.

These are market intelligence tools that
help the private sector identify investment
themes in emerging markets and advance
the SDGs for sustainable national-develop-
ment needs.

Another way to decide on sustainability
targets is to look at value to society. In es-
sence, this considers the extent in which
theintended outcome can deliver such val-
ue.

This is one of the core dimensions of
impact according to the Impact Compass
developed by the Center for Social Innova-
tion (CSI) at Stanford University. The Im-
pact Compass conceptualises impact and
provides useful tools to assess relative so-
cial-impact potential.

Value to society does not necessarily
mean only positive impact; it can also refer
to the mitigation or reduction of negative
impact. For instance, carbon-capture tech-

nologies or solar panels decrease negative
impacts on the environment.

B Backward mapping

Once targets have been set, solutions
and projects can be rolled out. We recom-
mend that businesses consider the follow-
ing four dimensions: efficacy, magnitude,
scalability and alignment.

Efficacy refers to the effect of a solution
in achieving impact. For example, many
businesses have set net-zero targets for
carbon emissions. They may have carried
out solutions such as installing solar pan-
els, improving waste management and de-
veloping decarbonised products. The effi-
cacy of these solutions is determined by
the environmental impact of decarbonisa-
tion.

Magnitude looks at the extent of the
problem that a solution can solve. For in-
stance, installing solar panels could help
to improve the proportion of clean energy,
resulting in an energy switch that contrib-
utes to decarbonisation.

Scalability refers to the population af-
fected by a solution. As an example, digital
development brings opportunities for
technology companies to expand their
products and solve user needs massively.
Digitalisation is thus a means forbusiness-
es to extend social impact to the larger
population.

Alignment focuses on how businesses
drive outcomes to achieve impact along
with their mission. To illustrate, a digital-
economy company may start planting
trees to save the environment. But it may
be better mission-aligned if the company
focuses on the impact of digitalisation for
impact.

N Diverse collaborating

Sustainability impact cannot be
achieved by just singular efforts, but by ex-
tensive collaboration that involves part-
nerships amongst different entities.

Diverse businesses should cooperate to
create a multiplier effect for impact cre-
ation.
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For example, smaller companies such
as startups are flexible, purpose-driven en-
terprises. These are usually founded with
sustainability or social impact missions at
their core. The inherent focus gives them a
natural alignment with sustainability val-
ues and helps them integrate these princi-
ples into their business model at the out-
set.

Larger businesses have more substan-
tial financial and operational resources at
their disposal. This means they have the
capacity to invest in large-scale sustaina-
bility projects that bring substantial im-
pact.

Small and large businesses can thus
synergise their strengths to amplify the
impact.

Impact revolution

Beyond mindset change, we have to con-
sider how we analyse impact.

Businesses normally view impact
through the lens of their survival mandate
alone -that is, their financial viability. Per-
haps this is rightly so. After all, finances
are the lifeblood of every business. Such is
the so-called notion of “single materiality”,
which focuses on the company itself.

But businesses must now evaluate im-
pact from a holistic angle that includes the
environment and society. The dual lens
will be even more critical, especially overa
longer timeframe where these external in-
fluences will be crucial for their existence.

Indeed, businesses will have to adopt a
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All businesses must be onboard the sustainability impact ship and set the directions into

“‘double materiality” approach which en-
compasses broader impact beyond them-
selves. The proper role of governance is to
galvanise this approach. Governance will
have to view issues beyond “outside-in”
but also “inside-out” for impact.

Horizon crisis

Evenif currentsustainability initiatives are
less focused on impact than the initiatives
themselves, the more serious problem is
that businesses are not even mounting
these initiatives. We need to get all busi-
nesses onboard the impact ship.

Once they have come aboard, we will
need directions into the horizon. Rooting
on single materiality of businesses, even
for financial impact, is necessary but not
sufficient. Steered by good governance,
the actual impact for businesses and for
the world will be in the environment and
society.

The real tragedy of the horizonis to lose
our compass for double materiality.
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