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H
eld in New York City on May 17, the Second
Annual NYSSCPA—Hedge Fund Roundtable
Sustainability Investment Leadership Conference
dug deeper and expanded further than last year’s
historic inaugural conference. The gathering includ-

ed some of the world’s foremost thought leaders in the field
of sustainability and integrated reporting. These participants are
blazing trails for CPAs and other financial professionals to fol-
low. As broadening social and environmental concerns lead
organizations to change the way that they do business and they
way they report results, there will be many opportunities for
trusted advisors who understand this new environment. 
Featured speakers included the godfather of sustainability

and integrated reporting, Mervyn King, as well as the current
chair of the International Integrated Reporting Council and
AICPA President and CEO, Barry Melancon. Topics covered

during the day’s panel discussions included: implementing
sustainability reporting on a practical level, managing a sus-
tainable supply chain, incorporating sustainability into a busi-
ness’s culture, investing in sustainable businesses, and
launching a community engagement program. Participants
hailed from a wide variety of organizations, including the
United Nations; General Motors; General Electric; Deloitte;
PricewaterhouseCoopers; Cravath, Swaine & Moore; Alston
& Bird; Morgan Stanley; NYU; Providence College; and
Thomson Reuters. 
The following articles present the keynote address and select-

ed individual speakers as well as summaries of the panel dis-
cussions held throughout the day. The comments and opinions
expressed at the conference and reproduced here represent the
speaker’s own views and not necessarily those of their employ-
er or affiliated organization.                                          q
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T
he word “sustainability” can have a lot of definitions.
We can think about sustainability from an environ-
mental perspective, but we can also think about sus-
tainability as the notion of dealing with change,
providing information for decision-making, and the

sustainability of the business world and the employment base
that it supports.
We have the luxury today to see the most significant changes

that have ever occurred in mankind. And how we provide
information and decision-making sources during that time will
define our commitment to sustainability in a broader defini-
tion.
Clearly, when we look at sustainability from an accounting

perspective and we think about the things that are upon us—
the use of artificial intelligence and augmented intelligence in
business communication; blockchain technology, which will
revolutionize the flow and transparency of information and
decision making; all sorts of data analytics that will allow for

different types of decision making; and the stress on almost
every aspect of business, on employment and continued busi-
ness operations—I firmly believe that the people in this room—
accountants, lawyers, investor groups, business operators—will
play a critical role in a dialogue that is not likely to come from
government, but has to come from the free market system.
That dialogue is about the role of a multi-stakeholder

approach—an integrated approach. We have an obligation as
business leaders not to think purely about profitability in the
short term, or even in the mid term, but to think in terms of
a multi-stakeholder approach. If every business thinks in the
context of what would probably be defined as “the American
way”—the maximization of short-term profits—then the sus-
tainability of our free enterprise system will be at risk, because
where will the employment come from? Where will the buyers
of our goods and services come from? How do we balance
that intersection between society and the corporate world?
I think those are going to be the fundamental issues that we

26 JULY 2017 / THE CPA JOURNAL

In
FOCUS

The Accounting
Profession and

Sustainability

Opening Remarks

By Barry C. Melancon

02-07-0107 Infocus_Melancon.qxp_Layout 1  6/30/17  1:19 PM  Page 26



will face over the next 10 years, or I
would say probably a lot shorter than that. 

Integrated Thinking
What I just described to you is the

essence of integrated thinking. It’s the
essence of not thinking about things in
a myopic way—which, frankly,
American business has some history of
doing—but rather in an integrated way.
And most well-run businesses, in fact,
do that. I think the accounting profession
does that very well.

Back in 1995, accountants started talk-
ing about what we called enhanced busi-
ness reporting—the notion that we had
to broaden the information flow from just
the traditional financial statements to
something that better communicates the
totality of the business enterprise. There
were starts and stops, and there are pres-
sures in our system that haven’t allowed
that to progress as much as it should
have in the United States.

Then along came a more global move-
ment called integrated reporting—the
notion of thinking about the business
world in an integrated way and develop-
ing a framework for communicating in a
way that the multiple stakeholders of a
business can understand. It looks at six
capitals: not just the financial and man-
ufacturing capitals, but sustainability from
an environmental standpoint, relationship
capital, human capital, and intellectual
property capital. I would challenge us
today, as we talk about the different
opportunities and the ways that we could
help create a different place for business
in society, to think in that integrated way.

If we’re going to have business and
employment survive, we have to be truly
committed to looking at these things in
an integrated way, and building that rela-
tionship with people who invest their
capital in businesses, who buy products
and services from those businesses, and
who regulate those businesses.

I know that many people in this room
also work for small businesses, and small
businesses can have a big role in this. They

can demonstrate business model thinking
and integrated thinking; maybe their
reporting requirements aren’t the same as
a public company’s, but the notion of how
they embed that into the sustainability of
their business is critically important.

Education and Improvement
When I think about the profession

from this standpoint, we can also look at
ourselves and ask, “Where can we
improve more?” For instance, the ethnic
diversity of the accounting profession is
a very critical challenge. Our brethren in
the bar have achieved maybe greater
diversity than the CPA profession has,
and so we have a major initiative,

because it’s critically important that our
profession, if it’s going to help lead this
change, also reflects society at large.

We’ve invested heavily in financial lit-
eracy programs, because ultimately, the
American public will have to demand
changes. The more financially literate
they are about what makes business tick
and what they need to know to create
their own financial sustainability, the bet-
ter they will be as citizens, and that will
create a better demand pool for the pro-
fession.

We also do financial literacy for our
elected officials, to teach their staff and
the members of Congress about what the
financial statements of the federal gov-
ernment actually contain. Our govern-
ment is probably the most complex
enterprise on the face of the earth, and

the people and our elected officials need
to understand it from something more
than just purely a short-term cash basis.
In fact, we have a piece of legislation
pending in Congress to require Congress
to have a joint session to hear the finan-
cial report in a comprehensive way, so
they can focus on their responsibility for
the sustainability of government.

I cannot speak more passionately and
importantly about my belief that the peo-
ple in this room and people like us
around the country have to initiate the
discussion between business leaders, the
government, and stakeholder groups
about how we’re going to sort out the
incredible challenges that technology will
place upon employment and basic eco-
nomic stability. As we think about our
role in protecting Planet Earth, we also
have to think more broadly about how
we lead business to change this dialogue
and to act in a more collective way. The
ability to say we have a single-stakehold-
er group—for instance, that we must pro-
tect a single shareholder—while that is
very important, that is much too myopic
a view of how the world will evolve in
the future.

I encourage all of you to think about
sustainability in a very broad sense. We
have the ability to see facts, to see infor-
mation, to see change from a much
clearer standpoint. How do we bring that
to this multi-stakeholder group so that
the best possible decisions can be made?

I thank all of you for your commitment
today. I’m sure we’ll have a very lively
debate. I’m sure some of it will be a little
unnerving, as well. But I encourage us to
stay the course and to be true leaders of
the change that’s necessary in this incred-
ibly fast-paced world.                    q

Barry C. Melancon, CPA/CGMA, is the
president and CEO of the American
Institute of CPAs. He is also the chair-
man of the board of the International
Integrated Reporting Council. The above
is an edited transcript of his remarks at
the conference.
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M
any of the things I’ll talk about today are contained
my book, The Chief Value Officer, which is based
on the principle that a CFO today doesn’t sit in
his corner office and prepare draft audited financial

statements for consideration by an audit committee. He has to
consider many things in a value-creation process in a resource-
deprived world, and he cannot just focus on the financial. We
have changing times, which require changed approaches. The
primacy of the shareholder, as if companies operate in the
shareholder bubble, was a reality, but it was yesterday’s think-
ing.
We have moved from short-term profit at any cost—“The

sole purpose of the corporation is to make profit without decep-
tion or fraud,” Milton Friedman, 1977—to a value creation

process in a sustainable manner. We have increased demand
for product with a natural declining asset base; that alone leads
to a logical conclusion that to carry on business as usual is no
longer an option. 

The Rise and Fall of Shareholder Primacy
When people in the middle of the 19th century wanted more

jobs created, and consequently, wanted wealthy families to
provide more risk capital, there was opposition to this by aca-
demics, particularly theologians. And one I quote, John
Poynder, in 1844 said, “Man cannot create a person. Only the
Almighty can do this. Because you’re creating a person that
has no soul to be damned and no body to be kicked, and it
has no conscience.”

Commonsense 
Principles of 

Corporate 
Governance

By Mervyn E. King
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Despite all this, the first statute to cre-
ate a company with limited liability was
in the state of Massachusetts, and then
in the United Kingdom. What we had
was a person in law, but an artificial one,
one without a soul, a mind, or a body,
and in fact, completely inanimate, tech-
nically immortal, and yet that couldn’t
do anything without its directors. And
directors became the heart, mind, and
soul of companies. When you think
about it, that starts giving content to a
director’s well-known duties of good
faith, clear skill, and diligence. Because

wealthy families had provided the capital
and many of these wealthy families were
directors of companies, the public dis-
course moved to that they were the own-
ers of the company, a myth that was
debunked a couple of decades ago. 
There was initially a drive for maxi-

mization of shareholder wealth, even at
the cost to society and the environment.
And I’ve always said in speeches I’ve
given around the world that that was the
free part of the free economy—that an
increase in the monetary bottom line
actually happened with a contribution

from society and the environment, but
there was a focus on one source of value
creation, and that was financial capital.
This was underscored in the famous cor-
porate case in 1919 of the Dodge
Brothers, who eventually became a com-
petitor of the Ford Motor Company. Ford
had made excessive profits in 1919, and
Henry Ford announced that he was going
to increase the wages of his employees
so that they could work weekends and
work longer hours to meet the demand
for his Model T Ford. The Dodge
Brothers said, “No, no, no. First of all,
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you must deal with the primacy of the
shareholder. You must declare a dividend
to shareholders before increasing the
wages of employees,” and the court so
declared that Ford was compelled to
declare a special dividend before increas-
ing the wages of his employees.
Society at the beginning of the 20th

century believed in this concept of the
primacy of the shareholder, short-term
profit at any cost, shareholders are the
owners of the company, and success
is equated with share price. But that
idea of ownership has now been

debunked forever. Professor Lynn
Stout of Duke University started this
debate about 20 years ago, and it cul-
minated in lawyers agreeing that
shareholders have no right to possess
or use the company’s assets. They
can’t manage the business of the com-
pany; that’s delegated to the directors,
and the directors delegate to manage-
ment. And, more importantly, share-
holders have no duty or responsibility
to this artificial person, the company.
And if a shareholder is an institutional
shareholder, such as a pension fund,
then they owe their duty to their ulti-
mate beneficiaries, but not to the com-
pany in which they invest.

This resulted in the United Nations’
Principles of Responsible Investment.
How does a representative sharehold-
er make a decision to invest in the
equity of a company? Is it sufficient
just to do financial due diligence? 

A New Concept of Value
It was appreciated by the end of the

20th century that we had reached eco-
logical overshoot, and that, notwith-
standing population growth plateauing
in the [European Union] and in North
America, we have a continued growth

of population. One out of nine people
last night went to bed either hungry or
without potable water. We have 7.4 bil-
lion people on Planet Earth at the
moment, and by 2045, according to the
United Nations, we’re going to have 9.3
billion people.
So investors and other stakeholders

have started asking: What is a company’s
long-term strategy? Does it have a strat-
egy with critical sustainability issues
embedded? Then the supply chain
became critical. One could do a due dili-
gence of the equity of a company listed
on the NYSE, but something could be
happening in the supply chain that could
destroy value overnight—for example,

human rights or child labor issues in the
supply chain.
Stakeholder activism became a reality.

Civil society started railing against com-
panies that were still following the dictate
of short-term profits at any cost. They
began asking: How does this company
make its money? What is its business
model? Does its business model result in
negative impacts on society and the envi-
ronment, but a positive impact financial-
ly? Or does it have a business model that
takes account of these three contexts in
which companies operate, and does it
have a long-term strategy that will
enhance the positive impacts of its busi-
ness model, and eradicate or ameliorate
the negative impacts?
And so, at the beginning of this century,

we as directors and accountants tried to
communicate this change in value with
enhanced business reporting. [Author]
John Elkington spoke about the triple bot-
tom line, but agreed eventually that we
were very far from being able, from the
point of metrics, to report on a triple bot-
tom line, and we would for the foresee-
able future continue to report in a single
monetary bottom line. But the critical
issue was: How does one get there?
Sustainability reporting started on the

northeast coast of America, in Boston and
Harvard. The first company to do a sus-
tainability report was in fact an American
company in Vermont, Ben & Jerry’s ice
cream, in 1995. Then, although the con-
cept of sustainability reporting was actu-
ally developed at Boston College and
Harvard University, [activists] Allen
White and Bob Massie came to
Johannesburg, and we met and talked
about it. I recommended that sustainability
reporting should be a listing requirement
on the Johannesburg Stock Exchange. It
became the first stock exchange in the
world to require sustainability reporting
as a listing requirement. We were trying
to communicate the value the market saw
that was not on the balance sheet accord-
ing to financial reporting standards.
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I was privileged to chair the United
Nations Committee on Governance and
Oversight, and I also became Chairman
of the Global Reporting Initiative, which
moved from Boston to Amsterdam. And
this led to a meeting at the United
Nations in Geneva with IFAC. I was
there, and we had the world Big Four
there, and we had the World Bank, the
Institute of Internal Auditors. We agreed
that financial reporting is critical, but it
is not sufficient; we were not as directors
discharging our duty of accountability,
because we were not telling the whole
story of what was actually happening
inside a company.

I was able to say that doing a sustain-
ability report without numbers is clearly
not sufficient. But I went further, and I
said, what is happening now around the
world is we’re reporting in two silos—
the financial report according to U.S.
GAAP, and the sustainability report
according to GRI or SASB. And that’s
now how companies operate. One
doesn’t have financial capital in your
office in New York and intellectual cap-
ital in Detroit and natural capital in
Tampa, Florida. It doesn’t work like that.
These things are interconnected and
interrelated on a daily basis. And the con-
cept of integrated thinking and doing an
integrated report was a concept whose
time had come.

The question was: What are the inputs
into a business model? What were the
outputs? Did these outputs have an out-
come, something that wasn’t really con-
sidered? So we started moving from
Milton Friedman’s free economy profits
to a value creation process. Value today
is seen through a value creation lens; it’s
no longer looked at just through a finan-
cial lens. And this is in fact in the better
long-term interest of shareholders.

Keys to Integrated Thinking
Now, you might think I’m just saying

this because I am the chairman of the
IIRC [International Integrated Reporting

Council], one of the thought leaders in
the United Nations on integrated think-
ing. Not so. Research has shown that,
over a two-year period comparing 80
companies, 40 had not adopted this pro-
cess of integrated thinking and doing an
integrated report and 40 had. The 40 that
did so outperformed the 40 that did not,
both bottom line–wise and share price–
wise. It is truly a value add.

Should your strategic thinking stop
there? The answer is in the negative,
because your product or your service

goes out into society and has an impact
on society. And one of the examples, of
course, is Coca-Cola, which spent 100
years focusing on its output and devel-
oping its brand until civil society alleged
that Coca-Cola was increasing the obe-
sity of children in society. Coca-Cola
dealt with that in a responsible manner
and started thinking strategically about
the outcome of its product in society. 

So, integrated thinking is starting to
gain traction all around the world. But
you need a change in mindset at most
boards today. Most boards are still
locked into that short-term mindset.
That’s why the CFO becomes critical:
he or she is the true change maker

inside the company. The accountancy
profession is one of public interest.
And as I said earlier, no CFO today
worth his or her salt sits in a corner
room and just prepares draft audited
financial statements.

Let’s go back to Coca-Cola: 10 or 12
years ago, it started its long-term strategy
to reuse, replenish, and recycle water.
And today, its long-term strategy is
about not directing advertising to chil-
dren under 12. The CFO has to take
account of these things. There is in fact

a symphony between the resources used
by a company and the relations between
this artificial person and its stakeholders.
Directors need to know and understand
the legitimate needs, interests, and
expectations of their stakeholder groups,
maybe under the rubric of the six capi-
tals. They need to know what stakehold-
er expectations are. When they know
that, they can develop strategy on a
much more informed basis. There
should, when one thinks about it, be
agenda items at each board meeting on
stakeholder relationships, so that when
management presents a strategy, the
board has an informed oversight instead
of a blind one.
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The board should at each board meet-
ing discuss inputs and outcomes; then
the board is thinking on an integrated
basis, and this seamlessly leads to an
integrated report. We’ve moved from
share value, to value creation.

Success depends on internal and exter-
nal outcomes. Of course. you have to
have financial returns. You’ve got to ser-
vice your borrowings; you’ve got to pay
your wages. But how you make your
money does have an impact on society
and the environment, and one has to take
account of that.

There are two interrelated aspects of
value. Companies need to ensure that
they’re creating value not only for them-
selves, but for other stakeholders, because
creating value for those stakeholders
results in customers who are able to pur-
chase the product. You actually increase
the quality of life.

I’ve shown my image of an octopus

around the world. We at the IIRC can-
not change the laws in any jurisdiction
in the world. [Editor’s Note: See
“Transforming Integrated Reporting into
Integrated Information Management,”
page 7 of this issue.] If we were con-
ducting business in Spain and listed on
the Madrid Stock Exchange, there are
six kinds of reports you have to do;
those are the arms of the octopus. What
the board has to do is not leave it to the
company secretary to make up the
annual report. I have chaired companies
listed on the London Stock Exchange,
in Europe, and South Africa. When
something has happened and the annual
report has been reported on, I turn to a
member of the board, and I say, “What

did we say about that again in the annu-
al report?” Nine times out of ten, I get
a glazed look in the director’s eyes. But
turn to the company secretary, and she
knows immediately what’s in that annu-
al report. Why? Because she put it
together. 

An integrated report requires the board
to actually apply its mind to this massive
information that we’re receiving today,
to take it out of the incomprehensible
language of FASB-speak and GRI
[Global Reporting Institute]-speak and
put it in ordinary, clear, concise, and
understandable language. Because when
you look at a profile of the great share-
holders of today, you will find that they
are pension funds, superannuation funds,
insurance companies. Those companies
obviously don’t invest their own money.
So the board has to spend more time
understanding and then explaining infor-
mation in clear, concise, and understand-

able language so the reader can make an
informed assessment.

Better Governance for the 21st Century 
There are three shifts underway in the

world today. We’ve moved from a finan-
cial capital markets system to an inclusive
capital markets system, taking account of
impacts not only economically, but social-
ly and environmentally. We’ve moved
from silo reporting to integrated reporting.
We’ve moved from the plague of short-
term profit to sustainable capital. We have
to—otherwise, I’m afraid we won’t have
a sustainable planet. We need these chang-
ing approaches because of increased pop-
ulation and diminished natural assets.

The CFO has to become a chief value

officer. He is the true change maker inside
a company. Two years ago I posed the
question, “Can accountants save the plan-
et?” I believe they can, and the rule of
law is absolutely critical. Companies do
not operate in a shareholder bubble. I was
fascinated when Warren Buffett and oth-
ers issued what they called their common-
sense principles of corporate governance.
I responded to it, to show that it was still
very shareholder-centric, and we needed
to be multi-stakeholder–centric, and gov-
ernance cannot continue to be a grudge
compliance issue and mindless checklist
issue. It’s got to be mindful.

I had the privilege, when chairing the
United Nations Committee on
Governance and Oversight, of going
through the corporate governance and
assurance issues in all the agencies of the
United Nations, and I had 27 very skilled
professionals working with me. We
looked at the corporate governance codes
around the world, and I have been able
to distill from that 15 basic, commonsense
principles of corporate governance.
You’ve got to have effective leadership.
You’ve got to have an ethical culture.
You’ve got to be, and seem to be, a
responsible corporate citizen. You’ve got
to have a value creation process that is
sustainable. Your company should ensure
that the stakeholder is informed.

The board is to serve as the focal point.
Their skills, experience, and diversity are
necessary to discharge their governance
role. The board should ensure that the
valuation results in improved effective-
ness, and so should be done biannually,
not annually. The board should ensure
that appointment and delegation to man-
agement is done under the effective exer-
cise of its authority and responsibility,
and with adequate and effective controls
and oversight. You’ve got to govern risk
so that you can achieve your strategic
objectives. You’ve got to govern technol-
ogy and information.

The board should cover compliance
with applicable laws. The board should

In
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The CFO has to become a chief value officer. 

He is the true change maker inside a company. 

03-07-0107 Infocus_King.qxp_Layout 1  6/30/17  1:23 PM  Page 32



JULY 2017 / THE CPA JOURNAL 33

ensure that the company remunerates
fairly, responsibly, and transparently.
The board should ensure that its assur-
ance services and functions enable an
effective control environment, both inter-
nally and externally.
In the execution of its governance role

and responsibilities, the board should
adopt a stakeholder-inclusive and com-
pany-centric approach that balances the
needs, interests, and expectations of
material stakeholders in the best long-
term interests of the company.
We have to move to an inclusive,

stakeholder-centric model. We have to
look at the basic good governance prin-
ciples, which I’ve gone through with
you, to achieve four outcomes: effec-
tive leadership with an ethical culture,
value creation in a sustainable manner,
adequate and effective controls, and

trust and confidence in the legitimacy
of the company’s operations.
We don’t need this mindless tick-

box approach to governance with 80
or 90 rules. It’s about quality, not
quantity. We learned that lesson, or
should have learned that lesson, with

Enron. If the principles are practiced
and the four outcomes are achieved,
then it can be said that you have prac-
ticed good governance.
We need this to build a bridge of

trust between Wall Street and Main
Street. As you all know, there’s a
falling trust and confidence in the
business world. What is needed are
corporate governance principles that
command support from business, cap-
ital markets, and society. And if you
achieve those four outcomes, you will
have that.

Vision with Action
I want to conclude by quoting Nelson

Mandela. In his Long Walk to Freedom,
he said, “Action without vision is only
passing time. Vision without action is
merely daydreaming. But vision with
action can change the world.” What should
your vision be? It must be a stakeholder-
centric governance model that moves away
from yesterday’s primacy of the sharehold-
er. It needs to be implemented mindfully,
the application of the collective mind of
the board, to achieve the four outcomes of
effective leadership, value creation, ade-
quate controls, and legitimacy of opera-
tions. Do you have to grope in the dark?
No. You have the light before you with the
IIRC framework. And realize that when
you practice governance, you’ve got to try
and achieve those four outcomes.         q

Mervyn E. King, PhD, LLD, is former
chair of the International Integrated
Reporting Council and Global Reporting
Initiative. He has chaired the King
Committee of Corporate Governance,
which developed groundbreaking stan-
dards on corporate governance, sustain-
ability reporting, and integrated
reporting. The above is an edited tran-
script of his remarks at the conference.

What should your vision be? It must be a 

stakeholder-centric governance model that moves

away from yesterday’s primacy of the shareholder.
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S
ullivan opened the panel by speaking about the
importance of a more holistic view of corporate per-
formance. While noting that neither traditional finan-
cial reporting nor sustainability reporting, on their
own, provide a sufficient view of performance, she

affirmed that it is critical for companies to focus on multiple
capitals when making decisions. Such thinking, she said, leads
to integrated reporting, which takes the necessary broad view
of the interests of the company’s stakeholders and its value cre-
ation potential. Reporting on sustainability, she said, can be com-
bined with financial reporting, and companies are taking first
steps to communicate this broader perspective to the public.

Current Regulatory Conditions
Sullivan then invited White to discuss the state of inte-

grated reporting in the United States. White began with the
SEC, saying that the ground rules have not changed much
since they were initially set in 1975. “You’re only required
to make disclosures of material information,” he said, noting
that even the commission’s 2010 release on climate change
only covered materiality in that context. He then elaborated
on the Supreme Court’s definition of materiality, which is
that there is a “substantial likelihood” that the information
“would … impact the total mix of information” for a “rea-
sonable investor.” 

A Practical Perspective from
Preparers and Practitioners 
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Kristen B. Sullivan, CPA, CGMA, partner at Deloitte and Touche LLP, moderated the panel.

Aaron Briggs, JD, executive counsel for corporate securities and finance at General Electric;
Marcy Twete, division manager of corporate responsibility for the Americas and executive director

of the USA Foundation at ArcelorMittal; and John White, JD, partner at Cravath, Swaine, & Moore
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In 2016, however, the SEC, as part
of an initiative on disclosure effective-
ness, put out a release asking for infor-
mation on a number of related topics.
While sustainability information was
only covered in a few pages of the
release, thousands of responses con-
cerned sustainability disclosures. Some
of these contained suggestions for line-
item disclosures, which White noted
do not have to be tied to the materiality
standard. Others suggested that the

SEC create its own standards, incorpo-
rate the Sustainability Accounting
Standards Board into itself, or allow a
third party to set sustainability stan-
dards. Respondents also raised con-
cerns about sustainability reporting to
date being mainly promotional and
unsupervised. Despite all of this, the
SEC’s report on the response to the
release did not mention sustainability.

White further stated that, while
many companies are providing sus-

tainability information, none of it is
making its way into SEC filings.
Nevertheless, he said, “you do need to
pay attention to that data that you’re
creating, because the SEC is looking
at it.” The Division of Corporate
Finance (DCF) has staff to make sure
that disclosures match official filings.
“You will get comments if they see
that there is an inconsistency between
what you’re saying in the two different
places,” he said.

 Reporting 
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With a new chair and director of
Corporate Finance in place under the
Trump administration, White said it is
unclear what direction the SEC will
move in next. He did note that the initial
focus appears to be on making initial
public offerings easier. Of sustainability,
he said, “Don’t count on them getting to
this part of the concept release in the
short term.” Therefore, investor demand
will likely be the driving factor in cor-
porate sustainability reporting.

Turning to the subject of controls,
White said that the reliability and credi-
bility of sustainability is very important,
both because of the comparability of infor-
mation across companies and the need for
trust. The responsibility for this, he said,
lies with boards of directors because “they
have a fiduciary responsibility.” He also
noted cases where boards have been sued
for not having reliable sustainability infor-
mation. To ensure credibility, he recom-
mended that boards subject sustainability
reports to the same disclosure controls as
financial reports, and that the information
be professionally audited.
White finished by citing the example

of a Coca-Cola sustainability report, pre-
pared by Ernst & Young and reviewed in
accordance with a list of specified criteria. 

GE’s Integrated Reporting Strategy
Sullivan then turned to Briggs, inviting

him to describe GE’s approach. GE’s latest

integrated report, she noted, contains a
statement on the front page that it “shows
investors GE through the lens of manage-
ment.” Briggs said that this perspective is
the result of the compliance-driven nature
of management’s discussion and analysis
in 10-K reports, which inhibits giving a
full sense of management’s viewpoint. He
noted that, when GE launched its disclo-
sure effectiveness initiative several years
ago, investors told him they were focusing
on sell-side analyst assessments of the 10-

K rather than the 10-K itself.
As a first step, GE released a proxy

summary to provide more usable and rel-
evant information, a tactic adopted by
many public companies since. Building
on that, the company revamped its 10-K
in 2015, making it more forward looking.
“We wanted to create a 10-K that provid-
ed strategic context for our business
results, showed where we were trying to
get to, and really tried to bring together
the critical information that management
is telling investors,” he said. 
In 2016, he continued, GE published

its first integrated summary report, which
“combines the most critical information
from our proxy statement, our annual
report, and our sustainability website.”
The addition of sustainability was driven
by increasing investor interest: he noted
that assets under management at firms
that focus on environmental, social, and
governance (ESG) issues are up 33%

over the past two years and even pas-
sively managed investors are focusing
more on ESG.
Briggs further said that the purpose of

the integrated summary report was to con-
dense the 400 pages of its full public
reporting in order to broaden the audience
for its disclosures. The revamped 10-K,
he noted, is still more than 250 pages, and
the proxy statement exceeds 60. “Did we
really expect all of our retail investors to
wade through all of that information?” he
said. He also noted that even passive
investors with large governance analysis
departments still had only a few hours at
best to devote to any single report. The
summary provides a 10–15-minute
overview while referring readers to the
complete information on GE’s website for
further analysis.
White asked whether GE tracked

website hits on the different reports.
Briggs said it did, noting that hits on
the old 10-K were fewer than 100,
while the initial revamped report
received over 2,700. Furthermore, the
2016 integrated summary report had
over 6,100 hits in its first 15 days of
release, and hits on other reports more
than tripled versus the previous year.
Sullivan asked if the integration of

sustainability information into the sum-
mary report changed the way GE looked
at its disclosure controls and processes,
as well as governance. Briggs replied in
the affirmative, saying that the sustain-
ability information received the same
vetting as the financial information,
including reviews by the disclosure com-
mittee, the audit committee, and the full
board of directors.

An International Perspective: 
ArcelorMittal
Finally, Sullivan asked Twete to share

details of the steel manufacturer
ArcelorMittal’s integrated reporting
strategy, noting that the company is
European-based, but does much of its
business in the United States. “It’s a dif-
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ficult thing to do, integrated reporting at
a country level for a major corporation
that’s based elsewhere,” Twete said. The
company began by examining where its
products fit in with sustainability frame-
works, such as the “six capitals” of inte-
grated reporting. Twete noted that the
many different frameworks (e.g., GRI,
SASB, IIRC) led to uncertainty about
which elements and practices to incor-
porate, making the company’s initial
integrated report in 2016 a first step. The
audience for the report, she said, was
“local stakeholders,” whether environ-
mental groups and other nonprofits or
government entities. 

Twete said that feedback on the
report has been “very positive,” and
that the reaction to it and a similar
report from its South African opera-
tions has pushed the corporate report-
ing in the same direction. She also said
that the local reports had their own
benefit, as they allowed investors to
focus on the operations in a particular
country. Furthermore, U.S. investors
have appreciated the level of voluntary
disclosure.

Like GE, ArcelorMittal puts all of its
sustainability information through the
same control and review processes as
its financial information, Twete said.
The company’s U.S.–based finance
team was reluctant to let some of the
information go public; her team’s
response has been to stress the compa-
ny’s position as a global industry leader,
with the accompanying responsibility
to be at the forefront of important pol-
icy trends. Twete said that she has
encouraged her team to push the enve-
lope in this regard, saying, “If some-
one’s not at your desk yelling at you
about what’s in this report, we are fail-
ing.” Twete also said that
Volkswagen’s decision to stop talking
about emissions was a clear red flag:
“If you were a very cognizant investor
and you were reading those very close-
ly, you could have seen this coming.” 

Question and Answer
White asked Sullivan to estimate the

percentage of companies with control
processes for sustainability disclosures
similar to those used by GE and
ArcelorMittal. Sullivan said that 20% of
reporters obtain external assurance for
these figures, which provides a rough
indication of the strength of their con-
trols. Sullivan then asked the panel about
whether they thought these integrated
reporting efforts would continue. Briggs
responded that GE has every intention
of doing so, saying that the summary
report often provides a foundation for the
larger integrated report, lessening the
already substantial workload and costs. 

An audience member asked about how
well integrated reporting addresses the dis-
parity in wealth flow between the devel-
oped and developing world, most of
which comes from commercial enterprise.
Twete responded with an anecdote about
ArcelorMittal’s dealings with BMW,
which asked the company if it could prove
“beyond a shadow of a doubt” that no
child labor was used in its supply chain.
The company maintains an awareness of
such issues in its reporting, hopes that its
transparency pushes its peers to do the
same, and presupposes that customers
want to work with companies that provide
this kind of transparency. 

Another audience member asked
Twete whether ArcelorMittal’s legal
department had advised not making cer-
tain disclosures to prevent liability.
Twete said that ArcelorMittal’s counsel
was “very progressive” and had not
pushed back against voluntary disclo-

sure. “I think the bottom line is, if you
really wanted the information, you could
find it,” she said; more up-front disclo-
sure in integrated or sustainability reports
just saves stakeholders that work. While
concerns have been raised about the
company potentially showing its hand
to the competition, Twete said that the
benefit to the customer relations out-
weighs that risk.

White added that, in his view, the most
progressive advice he gives is that strong
controls strengthen the reliability of the
information. Briggs further stated that
information on a company website is
already subject to liability under securi-
ties laws, and that putting such informa-

tion into an SEC-filed document raises
questions of incremental liability.

As a final question, Sullivan asked
the panel for its predictions for how
integrated reporting will develop.
White’s  response was concise:
“Controls, controls, controls.” Briggs
recommended that companies think
about their disclosures and avoid dis-
closing only the information that
“looks good or sexy in a given year.”
Finally, Twete said that sustainability
is “all about risk management,” and
that this viewpoint can be useful in
leading management towards under-
standing integrated thinking. Sullivan
agreed, saying that more companies are
realizing that the absence of disclosure
can also expose them to risk. “The
importance of the credibility, accuracy,
and reliability of this information can-
not be emphasized enough,” she said
as she ended the panel. q
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White said, “you do need to pay attention to that data

that you’re creating, because the SEC is looking at it.” 
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Supply Chain
Management

T
he panel began with DeHihns invoking imagery of
the Great Depression and the Dust Bowl to remind
the audience that sustainability issues are not as new
a concern as they might seem. He then segued to
questions of where the goods people use come from

and go when they are discarded, using Apple, Microsoft, and
Verizon Wireless as examples of companies that provide infor-
mation in their reporting about their supply chains and how

they attempt to conform those chains to ethical principles.
DeHihns encouraged the audience as consumers to hold the
companies to their promises. The supply chain, DeHihns said,
is a particularly visible issue for those concerned with sustain-
ability because it involves tangible goods rather than abstract
numbers on a page. 

Global Impact
DeHihns then turned to Househam, who spoke about the

United Nations’ efforts regarding corporate sustainability
and responsible supply chain policies. “There was this real-
ization that the UN needs to work with business to initiate
shared values and principles and give a human face to the
global market,” Househam said. The efforts of the UN
Global Compact grew out of the UN’s Millennium
Development Goals, and now encompass a set of
Sustainable Development Goals with a target date of 2030.
The goals comprise 10 principles that build on such stan-
dards as the Universal Declaration of Human Rights and
cover human rights, labor rights, environmental concerns,
and anticorruption. 

A Case Study
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“Where the work needs to happen is
in the supply chain,” Househam stated.
That’s where the biggest impacts are.
That’s where the biggest risks are, and
that’s where they have the least amount
of awareness or transparency of what’s
actually happening.” Aside being the eth-
ically right thing to do, she said, a sus-
tainable supply chain mitigates business
disruptions, protects the company’s rep-
utation, reduces materiel costs, and
increases labor productivity.
She then turned to the Global

Compact’s Practical Guide for
Continuous Improvement (http://
bit.ly/2sTeYe1), which contains the steps
the UN recommends companies take to
ensure and advance supply chain sustain-
ability. Househam also cited the Human
Rights Council’s Guiding Principles on
Business and Human Rights. She
stressed the importance of transparency
and attention to all levels of the supply
chain.
“New technology is creating the

opportunity for business to be more
transparent,” Househam noted, adding
that technology also means that issues
will be exposed in the press and com-
panies will be embarrassed by not
knowing what is happening in their
supply chain. She also said that legis-
lation is beginning to be written and
enacted to compel compliance, and that
companies which have already been

following sustainable practices will be
ahead of the game. Finally, she said,
companies within industries are work-
ing together to help each other develop
better techniques to ensure sustainable
practices in both the supply chain and
other areas.

Spreading Innovation through the 
Supply Chain
Whelan then took the floor to discuss

her experience at both the Center for
Sustainable Business and the Rainforest
Alliance in working with businesses and
management to enact environmentally
sustainable procedures at all levels of the
supply chain. “There’s a very high cor-
relation between a strong ESG perfor-
mance and strong operational

performance, strong stock performance
and lower cost of capital,” Whelan
claimed, citing a study by the University
of Oxford and Arabesque. Examining
that phenomenon at the Center for
Sustainable Business, she has found that
sustainability can drive innovation, risk
reduction, operational efficiency, and
employee recruitment and engagement.
She noted that while much of this is
financially intangible, its effects can be
felt on the company’s bottom line.
Testing this hypothesis, she said, the

center partnered with McDonald’s and
some of its suppliers, as well as non-
governmental organizations like the
Nature Conservancy, to examine the
effect of sustainable practices. “What we
found was that the commitment to defor-
estation-free practices by the ranchers
was accompanied by an uptake of sus-
tainable agricultural practices.” The study
found that ranchers who adopted such
practices increased productivity 2.3 times
and profitability 6.8 times over 10
years—up to $90 million in net present
value—while also increasing product
quality and reducing risk. In addition, the
effects are cumulative and ongoing, cre-
ating more value for the ranchers in the
future and benefitting slaughterhouses,
packagers, stores, and restaurants.
Whelan also noted that the reputational

benefits contributed to reduced employee
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turnover, as people felt better about
working for companies with demonstrat-
ed sustainability commitments. “If you
can distinguish yourself as a retailer who
has a solid sustainability reputation,” she
said, “you’re going to be able to keep
your staff longer and hopefully have
them be more productive.” She also cited
a recent scandal in the Brazilian beef
industry regarding the sale of expired
beef that was chemically treated to hide
the signs of aging, illustrating the repu-
tational risk of following unsustainable
procedures. The center plans to examine
the automotive, fashion, and fish indus-
tries next.

Legal Liability
DeHihns then turned to Johnson, who

spoke about his experiences fighting slave
labor and human trafficking in supply
chains at the Center for Justice, Rights,
and Dignity. While the moral case against
human trafficking is obvious, as Johnson
acknowledged, he focused instead on
how to convince management of the rep-
utational risk of these issues and “why
they create a great deal of legal risk for
companies.” The Foreign Corrupt
Practices act of 1977 and the Trafficking
Victims Protection Act of 2000 create lia-
bility for companies whose products use
such labor, either directly or through other

related practices (e.g., bribing foreign offi-
cials to facilitate the movement of traf-
ficked people). Such legislation exists not
only in the United States, but also in the
United Kingdom and France. 
In particular, the Trafficking Victims

Protection Act makes criminally liable
anyone who “knowingly benefits finan-
cially or by receiving anything of value
from participation in a venture” that uses
forced or child labor “in knowing or
reckless disregard of the fact that the ven-
ture has engaged in providing or obtain-
ing labor or services” (emphasis added).
Thus, even companies which “should
have known” that their products are
made using trafficked labor are at risk.

The act applies for labor conducted
inside and outside the United States, and
can also lead to civil suits on behalf of
the trafficked workers.
Johnson then turned to the Trade

Facilitation and Trade Enforcement Act
of 2015, which in part gave Customs and
Border Protection (CBP) the right to
seize, at the border, goods suspected of
being made with child and forced labor.
CBP recommends that companies have
proof that their supply chain employs
sustainable principles. Johnson specifi-
cally recommended adopting the
American Bar Association’s Model
Principles on Labor Trafficking and
Child Labor. Besides prohibiting the use
of forced or child labor, the model prin-
ciples direct businesses to assess the risk
of such labor, maintain effective com-
munications with suppliers, devise a
remediation plan, train relevant employ-
ees, and continually monitor the imple-
mentation of these policies. The ABA is
working with its colleagues at the
Uniform Commercial Code project to
develop clauses that will incorporate
these and other human rights principles
into standard supply contracts. 

Question & Answer
DeHihns then asked the panelists

about the issue of “greenwashing”—the
use of inaccurate or misleading infor-
mation in reports to appear more sus-
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tainability-conscious than is the case—
as well as the extent to which social
media affects supply chain and reputa-
tion issues. Househam replied that
social media efforts by watchdog orga-
nizations have made greenwashing
more difficult, as offending companies
can be “outed” more quickly. She sug-
gested that companies would do better
to admit failures rather than greenwash,
“as long as they’re reporting on a true

intention of improving and doing some-
thing about it later down the road.” She
added that “companies who aren’t will-
ing to share, they’re the ones that really
will get in trouble.”
Whelan added that the current volun-

tary nature of sustainability reporting
leads to “lots of noise,” as different stan-
dards and different providers of sustain-
ability data can lead to confusion among

stakeholders. Still, she said, “if there’s a
consistent intention to mislead, like with
Volkswagen, it will sooner or later come
out.” Johnson agreed, and added that
many of the laws he referenced in his
presentation require formal disclosures
as to compliance, making greenwashing
“very hard.” In addition, CBP has an
anonymous website where offending
products can be reported, giving activists
another avenue for calling out compa-

nies. “It’s getting harder and harder to
hide from the realities of what’s going
on in your supply chain,” he said.
DeHihns then asked the panel about

the role of government oversight, noting
that some countries prioritize a low reg-
ulatory environment over sustainability
concerns. Househam acknowledged that,
in some cases, corporate standards are
higher than the local standards, but that

she recommended that companies, at a
minimum, ensure that they are meeting
the international human rights standards
rather than local requirements. She also
said that the process of changing a coun-
try’s cultural and legislative attitude can
take years, but a business still has the
responsibility to ensure that its own con-
duct meets the standards. Whelan added
that corporations have an ability to affect
policy in this area, citing the World
Cocoa Foundation’s efforts against child
labor in Ghana and Côte d’Ivoire,
although she noted that in such cases, it
is important to have nongovernmental
organizations involved as well.
Johnson shared his experiences devel-

oping the minimum required working
age for the ABA’s model principles, as
that standard varies legislatively across
countries. In that case, the ABA came
down on the side of allowing local law
to control only if it met the International
Labor Organization’s standard of 15
years old. 
In closing, DeHihns reiterated con-

sumers’ responsibility to ensure that the
products they use are made in a sustainable
and ethical manner. “Every dollar you
spend goes to revenue to that company,”
he said, “and do you know if it’s being
used properly or not?” q

“It’s getting harder and harder to hide from the 

realities of what’s going on in your supply chain,” 

said Johnson.
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Building and 
Leading Sustainable

Businesses

K
raten opened the panel by showing a video pro-
duced by Deloitte highlighting its commitment to
diversity in the workplace. Kraten then asked Barton
about Deloitte’s approach to diversity and inclusion.
“There’s no doubt that, for us to remain competitive,

the talent, recruitment and retention that we’re going to need
in order to stay cutting-edge, in order to innovate, is absolutely
critical,” Barton said. In addition, millennials at the firm have

been a significant driver in this change in perspective. “There
are new rules to the game now,” she said. 

Doerr agreed, saying that Thomson Reuters shares that atti-
tude, and that “selling” diversity to management has become
easier over the past five years. Diversity must also be more
holistic, she said, adding, “It’s not just about bringing in the
talent. It’s not just about engaging the talent. It’s about retaining
and advancing the talent.”

Diversity and Inclusion
Kraten then asked how accountants could measure the value

of diversity, noting that “any effort has costs” and that mea-
suring the resulting value could be beneficial in convincing
reluctant members of management. Ackerman stressed the
importance of creating “a culture where everyone can feel wel-
come.” He used the metaphor of a family, saying, “The best
type of family is diverse, because that’s where you get the
most diverse sets of opinions, and that’s where innovation and
great new thinking comes from.” In addition, he said that retain-
ing diverse talent is just as important as attracting it: “You

ABOUT THE PANELISTS
Michael Kraten, PhD, CPA, professor of accounting at
Providence College, moderated the panel. Helena Barton,
PhD, partner and client service executive at Deloitte & Touche
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can’t just throw them away after a year
and a half.” The goal, he said, should be
for employees to want to remain with the
firm for their entire career.

Doerr added that diversity and inclu-
sion are equally important. “You can
bring in a whole bunch of diverse people,
but if the culture doesn’t support it, it’s
just not going to work,” she said, adding
that managers like to see statistics show-
ing how diversity and inclusion improve
“productivity, engagement, and ultimate-
ly the bottom line.” 

Barton then shared figures from
Deloitte’s annual global human capital
trends survey, which has concluded that
inclusive organizations are six times
more likely to be innovative, three times
more likely to be high-performing, six
times more likely to be agile, twice as
likely to meet or exceed financial targets,
and eight times more likely to have
overall better business outcomes. In
short, she said, “The business case is so
compelling now.” As for the distinction
between diversity and inclusion, she
quoted this aphorism: “‘Diversity is
being invited to the party. Inclusion is
being asked to dance.’”

Making the Business Case
Kraten’s next question was to the audi-

ence, asking how they as potential
employees try to gauge diversity and
inclusiveness when sizing up a firm. One
audience member said that corporate
clients who also value diversity would
appreciate seeing it in the firm’s work-
force and client pool. On the issue of
inclusion, he said that having the initia-
tive “woven into the fabric of the orga-
nization” is critical, as is having that tone
set at the top by management.

Kraten then brought data analytics into
the equation as a possible way to demon-
strate the monetary value of diversity.
Ackerman disagreed, saying, “I think if
your CEO needs a spreadsheet to say that
you need diversity, you need a new
CEO.” Doerr agreed, but also said that
the business case can be helpful in starting

the dialogue about diversity. “Most CEOs
are on board,” she said, but it was a ques-
tion whether they could “walk the talk.” 

Barton mentioned a hypothetical
example that Deloitte uses in its own
diversity training: a “diversity team”
composed entirely of white males. Such
a team, she said, would be unlikely to

convince clients that the firm was gen-
uinely devoted to diversity initiatives. In
addition, she said, accountants are
increasingly being called upon to provide
strategic advice to their clients in addition
to traditional accounting and auditing ser-
vices, and the profession would therefore

do well to recruit from multiple educa-
tional backgrounds and skill sets. 

Doerr agreed, quoting some statistics
that within the next two decades, 70%
of assets under financial management—
approximately $60 to $70 trillion dol-
lars—will be in the hands of millennials
and women, who, she noted, tend to care
more about social impact. The implica-
tions for the financial services industry,
she said, will be “tremendous.”

Final Thoughts
Kraten asked the panelists for final

thoughts. Ackerman said that firms can
no longer make excuses: “You either have
to get on board, or you’re going to go out
of business,” he said. “We know that
diversity and inclusion is where the future
is going and where accounting has to be.” 

Doerr said that companies must “keep

hammering away” at their efforts to be
more diverse and inclusive. “You cannot
give up on any aspect of it.” She added
that Thomson Reuters has recently
launched a diversity and inclusion index
to help companies assess their progress.

Barton offered the idea that diversity
is critical to building a company’s trust
and credibility. In addition, she said, “We
can’t afford to ignore half the talent pool
of the world.” 

Kraten concluded by asking the audi-
ence to consider “the possibility that
what you are looking at here is the future
of the profession.” Whether accountants
are passionate about diversity in and of
itself, or whether they see the business
advantages and opportunities available,
“you should join the conversation and
continue to work with us.”              q

Ackerman said, “We know that diversity and inclusion

is where the future is going and where 

accounting has to be.” 
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R
inaldi began the panel by referencing a survey in
Family Wealth Report about impact investing,
which said that returns for investment vehicles
that took sustainability into account “almost exact-
ly” met expectations, indicating that sustainability

vehicles are not lower-gain investments, as some people think.
He then asked Alexander to elaborate on benefit corporations
and the role they play in sustainable investment. B corpora-
tions, Alexander explained, are any corporations that are man-

aged to maximize the social benefits to all stakeholders, not
just the financial benefits to their shareholders. B Labs offers
certification to corporations, such as Ben & Jerry’s and Plum
Organics, that meet certain criteria for sustainable corporate
governance. He noted that there are about 5,000 benefit cor-
porations in the United States, and the first IPO for a benefit
corporation, Laureate Education, took place in February 2017.

Corporate Attitudes
Whittaker then spoke on sustainable investment strategies.

“There are lots of ways to pursue a sustainable investment strat-
egy,” he said, and the right one depends upon the goals and
issues that matter to the investor. “I believe that it is a very
inclusive church, and just like anything else, you can do it well
or you can do it badly,” he said. From JUST Capital’s research,
“the number one issue by far” for most Americans “is being
treated with dignity and respect in the workplace, being paid
fairly, [with] no discrimination in hiring [or] firing.” This is dif-
ficult to get data on, however, which Whittaker said was a com-
mon difficulty in sustainable investing, regardless of issue. 
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Wilson then added that there has been
progress in corporate recognition of sustain-
ability issues. He noted that as far back as
20 years ago, there was significant corporate
pushback against nondiscrimination policies
regarding LGBT employees, but that the
corporate backlash against North Carolina’s
anti-transgender bill of 2016—the so-called
“bathroom bill”—demonstrates that com-
panies now understand the value of aligning
with sustainability goals. Whitaker agreed,
saying that the strength of the business case
for opposing the bill had a “huge effect” on
companies’ decisions.

Building a Sustainable Portfolio
Rinaldi asked Trager about which

tools investors can use to choose where
to focus their investments for sustain-
able purposes. “I’m starting to see many
different approaches figuring out that
first step, which is defining your own
impact objectives, your mission, your
values,” Trager said. Foundations and
endowments have mission statements
that can serve as a basis for an invest-
ment philosophy. For individuals, dis-
tilling a set of personal values into an
investment strategy is more difficult;
some are “opportunistic impact”
investors look for more generally at pro-
sustainability companies with good risk
and return profiles rather than focusing
on a particular issue.

Trager pointed out that not every
investment will perfectly hit all of an
investor’s sustainability goals. Picking
and choosing such investments as part
of an overall portfolio, however, can still
have the desired effect. On average, she
said, clients dedicated to sustainable
investing have approximately 20% of
their portfolio actually allocated to it. She
does expect that percentage to rise over
time, she said, as sustainable investment
products proliferate and investors
become more aware of the possibilities.

Rinaldi’s next question dealt with pri-
vate equity and direct investment strategies.
Alexander noted that B Labs offers Global
Impact Investment Reporting System rat-

ings that can be helpful. Whittaker added
that there is a range of options available,
including the CREO Family Office
Syndicate, which connects private family
investors with renewable energy opportu-
nities. Private investors, he said, often have
the ability to define the business’s strategy
with regards to sustainability, which is
“sometimes the experience that people
want.” Trager agreed, saying that privately
held companies can provide stronger
opportunities because they can be con-
structed around sustainability goals rather
than the broad, profit-driven motives of
most public companies.

“There are strategies that you can use
both in the public markets and the private
markets to engage the larger kind of port-
folio,” said Wilson. “And for me, the most
important in the public markets is the strat-
egy of shareholder advocacy.” Such strate-
gies have, he said, affected corporate
behavior on climate change, human rights,
and equality issues. He also noted that pri-
vate equity owners have a great deal of such
influence, due to their ability to take a closer,
harder look at the company’s operations. 

“It’s important to talk about scale,”
Whittaker added in talking about private
and public investment. Large public com-
panies may be harder to influence, he
noted, but any changes they do make can
have a larger impact. 

The Question of Automation
Rinaldi then turned the discussion to

concerns about artificial intelligence and
how it will affect employment in the
future. Wilson replied that Cornerstone is
working on a report on just this issue, and
that while it does not present conclusive
answers, it found that “companies that
invested both in their labor force and in
technology were actually in the best posi-
tion relative to the others. They should
succeed together if it’s done correctly.”

Trager brought up the subject of con-
tract labor, saying that it was a focus for
Morgan Stanley’s research on automa-
tion, although the firm does not yet have
results. Whittaker said that JUST Capital
is also examining the issue, and has con-
cluded that “those at the lower end of the
wage scale are most vulnerable to having
their jobs automated, and that’s going to
contribute to furthering inequality.”
Alexander added that current corporate
law provides little incentive for large
companies to look at the issue from a sus-
tainability perspective, and that introduc-
ing stakeholder-based corporate
governance will be critical to “get that
$75 trillion of public equity capital around
the world pulling in the right direction.”

Audience Q&A
Rinaldi then opened the floor. An

audience member asked how to put a
number on the value of an impact
investment. Whittaker replied that there
are many ways social good can be
quantified, including amount of
reduced CO2 emissions, increased
amounts of people with access to edu-
cation and healthcare, and others. “I’m
not somebody who thinks that there
needs to be a single unifying theory of
metrics and standards,” he said. Trager
added that the “right” metric will
depend on the specific sustainability
goals of the investor. Alexander rec-
ommended, however, that investors not
limit themselves to only one issue, cit-
ing Uber’s decidedly mixed perfor-
mance as a cautionary example. q
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Making the Case for
Corporate Community

Engagement 

M
anion opened the panel by discussing employee
engagement with respect to sustainability, saying,
“we really think about employee engagement as a
key driver of the sweet spot for companies—it con-
nects the employees’ passion and interest with com-

munity need and with company interest.” She added that it also
improves morale, noting that companies have saved $2,400 per
engaged employee in decreased turnover and increased productivity.
Employees who participate in skills-based engagement also increase
leadership, communication, and problem-solving skills. She also
said that millennials and consumers are increasingly advocating for
companies to have community engagement programs.

Measuring Engagement
She then turned to Lacy to describe Prudential’s community

engagement experience. Lacy said that the program’s goal was
to figure out, “How do we create programs that connect
employees to the company’s purpose in a way that both lever-
ages their skills and their talents and their expertise while hav-
ing a community impact?” This led to both “done in a day”
programs, such as cleaning playgrounds, as well as pro bono,
skills-based services, such as serving on boards.
Senne shared his thoughts on measuring the value and effec-

tiveness of a company’s employee engagement program. He
cited a Gallup poll which found that 51% of employees are
disinterested in their jobs, which costs the economy an esti-
mated $35 billion a year. PricewaterhouseCoopers conducts
its own, intensive engagement survey of its employees, he said,
and compares data from that survey with data on participation
in its volunteer and corporate responsibility initiatives. The
results suggest that the company makes $150 million annually
in increased productivity from employees who participate. 
Lacy said that Prudential does similar measurements, but as

its program is newer, it has not reaped rewards on quite that
level. Lacy noted that Prudential tracks participation by length
of tenure with the company. In addition, she said, it measures

ABOUT THE PANELISTS
Madden DeGarmo Manion, chief development officer at
Points of Light, moderated the panel. Meghan D. Hely
Walsh, JD, public and charitable service manager at Holland
& Knight LLP; Jeffrey Senne, senior director of corporate
responsibility at PricewaterhouseCoopers; and Spring Taylor
Lacy, vice president of corporate and community engage-
ment at Prudential Financial Inc., were the panelists. 
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how employees incorporate the skills
learned in engagement programs into
their day-to-day job performance. Walsh
said that Holland & Knight does similar
assessments, where employees self-report
on experience gained from volunteer
activities, such as attending a deposition
or a client meeting well before they
would have on a paid engagement.

Skills-Based Programs
Manion next asked the panel about

skills-based volunteer engagement. Walsh
discussed the structure of Holland &

Knight’s program. “You want to set a
very clear policy at your organization
around what your goals are for each indi-
vidual and for the firm as a whole,” Walsh
advised. Goals are expressed in terms of
employee hours spent and percentage of
annual revenue. It also partners with spe-
cific nonprofits to find opportunities and
train the employees who volunteer. Walsh
also recommended that firms carefully
document and adhere to the exact scope
of the volunteer engagement.

Senne gave examples of skills-based
work PricewaterhouseCoopers does, say-
ing that increasing the amount of skills-
based projects the company offered
drove the company’s “top talent” to get
more involved and increased the per-
ceived benefit of the program. Lacy
added that skills-based and non–skills-
based programs serve different needs,
and that firms can match skills-based
opportunities to employees that need or

want to develop that skill. Both Senne
and Lacy noted that non–skills-based
volunteering can be an easier “sell” to
management, both because of the lower
cost and the immediate return.

Walsh said that in some cases, non–
skills-based projects had led to skills-
based ones, essentially serving as a
networking opportunity for the two orga-
nizations in addition to a service project.
“We’re giving them our resources that
they may not have in house, and we’re
getting from them a little bit more loy-
alty.” The other panelists agreed that this

was a fruitful way to develop relation-
ships. Senne even wondered if service
partnerships and volunteering could
replace the golf course as a venue for
business-to-business networking. 

Senne then returned to the topic of
valuation, saying that while Price -
waterhouseCoopers still uses many tra-
ditional valuation methods, it has also
incorporated analysis of sustainable
development goals into its services. He
used the example of gender equity, say-
ing that the firm has estimated that erad-
icating the glass ceiling by 2030 would
yield close to 7% more annual revenue
for the economy. “That’s huge,” he said. 

Audience Q&A
After Manion opened the floor, an

audience member asked about the moti-
vating factors for small businesses to
engage in social responsibility activities.
Senne said that small and medium-sized

businesses are often easier to get
involved in corporate engagement, since
they have a smaller overall scope and are
often embedded in their communities in
a way that large multinationals aren’t.
Lacy added that, even though the United
States has no social responsibility man-
date—as some countries, such as India,
do—there exist strong incentives for
companies to engage in such behavior,
including employee interest and stake-
holder engagement.

Another audience member asked how
companies can balance the costs of

social responsibility engagement. Walsh
replied that, while she could not define
“that exact value in terms of impact …
we have to do it because our competitors
do it and because our employees can go
to 200 other firms that do it and that
believe in it.” Lacy summed up by ask-
ing rhetorically, “What’s the cost of not
doing it?”

As Manion asked for final thoughts,
Senne said that while measuring the
value of such programs can be helpful,
“not everything has to be done through
a valuation lens.” Business leaders do,
he said, understand that “business can’t
thrive where society and communities
are failing.” Walsh gave a final piece of
advice to companies beginning their
engagement programs: Make it fun.
Provide some food or drinks, she added,
and “make it a chance for bonding, and
they’ll remember that day for the rest of
the year.” q
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