
Why does ESG Matter to
Your Business?

Demystifying ESG
and Sustainability



The Kenya market has witnessed a rise in sustainability reporting
regulations. The Nairobi Securities Exchange published guidelines for
all listed companies to follow a standardized approach based on a
Global Reporting Initiative Framework. The Capital Markets Authority
also published a code on corporate governance and sustainable
practices, while the Central Bank of Kenya issued guidance on
climate-related risk management for financial institutions. While
some industry groups have their own voluntary ESG guidelines, the
lack of a common framework convolutes comparability. 
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In today's dynamic business
landscape, organizations are
increasingly being scrutinized
for their impact beyond just
financial performance.
Environmental, Social, and
Governance (ESG)
considerations are rapidly
becoming a core focus for
investors, financiers, employees,
consumers, communities and
regulators alike. 

A. Introduction

These stakeholders are increasingly demanding transparency and
accountability regarding the impact of operations by organizations
on ESG-related issues.

To address this challenge, Kenya is working towards
adopting the International Sustainability Standards
Board's International Financial Reporting Standards
called S1 (Sustainability-related disclosures) and S2
(Climate-related disclosures) standards which
provide a comprehensive and comparable system
for sustainability reporting.

Why ESG Matters to Your Business



An ESG framework provides a basis for
assessing an organization’s commitment
to managing non-financial risks and
capturing opportunities that impact the
entire landscape of a business. The
breakdown of each pillar within ESG is as
follows: 

B. What is an ESG framework?

Environmental: This considers how an
entity impacts the environment and
how the environment impacts on its
financial sustainability. Factors include;
resources management, energy use,
carbon footprint, waste management,
and climate change mitigation
strategies.

Social: This focuses on how an entity
manages relationships with and creates
value for stakeholders (employees,
suppliers, customers, regulators and
communities). It includes labour
practices, diversity and inclusion, data
protection, human rights, health and
safety standards, product safety,
modern slavery and child labour and
community engagement.

Governance: This evaluates an entity’s
leadership and management practices,
policies, risk management strategies
and owner rights. It emphasizes
transparency, ethical behaviour and
accountability.
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Risk mitigation
  

For environmental risks, ESG factors facilitate in identifying and mitigating
environmental risks such as climate change, resource scarcity and
pollution. This reduces regulatory risk and operational disruptions.
   
In managing social risks, addressing issues like labor practices, human
rights, and community relations can reduce the risk of reputational
damage and legal issues.

Access to
capital
  

Investors and financial institutions are increasingly looking at sustainability
commitments as a criterion for investment and financing decisions. Entities
with strong ESG practices are increasingly seen as having a lower risk and
are therefore benefiting from easier access to capital, loans, and even
discounted borrowing rates.

Regulatory
compliance
  

Governments around the world are introducing regulations that require
organizations to disclose their ESG performance. While these regulations
primarily target large organizations, they are expected to extend to small
and medium-sized enterprises, particularly those involved in larger supply
chains, as these rules become more widespread.

Cost reduction
and efficiency
  

By tracking resource use (energy, water, raw materials), businesses can
identify opportunities to reduce waste and improve efficiency. For example,
by investing in energy-efficient technologies, implementing recycling and
reuse programs and developing sustainable product designs.

Long term value
creation
  

While ESG initiatives may be costly in the short term, they are often
associated with long term value creation. This includes resilient supply
chains, higher customer loyalty, improved brand reputation, innovation, all
of which translate into increased market share and higher returns.

Talent
acquisition and
retention

Strong ESG practices influence workplace conditions, employee
satisfaction, and talent retention. This results to increased productivity,
creativity, innovation and overall business performance. 

Market
opportunities
and innovation
  

Companies with strong ESG practices are strategically placed to not only
identify but also capitalize on emerging market trends. For instance, the
growing demand for sustainable products and services can create new
revenue streams.
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C. Why ESG?
The adoption and integration of ESG practices is driven by the
increasing recognition that sustainability and ethical practices can
lead to improved long-term financial performance. Key reasons
include:
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Measurement and Reporting: While ESG measurement and
reporting offer valuable insights, ensuring data accuracy and
standardization requires a robust approach.
Increased regulation and reporting requirements:  Navigating
the rapidly varying global regulations and staying compliant
can be complex.
Greenwashing: As consumer awareness on greenwashing
rises, entities must ensure their ESG and sustainability claims
efforts are accurate, transparent and verifiable.
Increased pressure from larger organisations: Small and
medium-sized entities are experiencing a rise in
sustainability strategy requests, disclosure of emissions and
other data from larger organizations, fuelled by the growing
importance of supply chain sustainability.
Lack of capacity and resources: There is need to develop
cost-effective and scalable ESG solutions to overcome high
implementation and transition costs. 

D. Hurdles you may face
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While ESG presents significant opportunities, there are challenges
and concerns to be mindful of:



Our team of ESG specialists can
partner with you to navigate the
world of ESG. Our
comprehensive services
include:
ESG health check: An
assessment to evaluate your
current ESG performance and
identify areas for improvement.
Materiality assessment: We
assist you analyse and prioritize
the most significant ESG factors
impacting your stakeholders
and your business.
ESG strategy development: We
work with you to create a long-
term ESG plan that aligns with
your goals and industry
standards.
Stakeholder engagement: We
guide you in effectively
engaging with stakeholders on
ESG issues, building trust, and
fostering collaboration.
Risk and opportunity
management: We assist you
identify ESG risks and
opportunities, mitigating
potential threats and
capitalizing on emerging trends.

E. How we can assist
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ESG data management and
reporting: We ensure accurate
collection and disclosure of ESG
metrics, enhancing transparency
in your reporting.
Capacity building programmes:
We offer training to facilitate
your team learn the skills they
need to put your ESG strategy
into action.
ESG performance monitoring:
We assist you track key
indicators to assess progress,
enabling continuous
improvement and informed
decision-making.
ESG assurance services: We
perform independent
verification to provide your
stakeholders with confidence in
your ESG disclosures and
reporting standards.
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