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Sustainability
Stocktake: How

CEOs Can Turn
Vision into Value

CEOs and boards have increasingly given chief
sustainability officers (CSOs) a license to trans-
form their companies. This shift has been driven
not only by the ambition to make them fit for the
future, but also by the desire to play their part in
making the future fit for humanity. The rapidly
changing role of CSOs from mandate to vision is a
testament to the continued importance of sustain-
ability to the overall business strategy.

Where CEOs and CSOs have worked together,
pioneering companies have already secured some
remarkable achievements, but there remains sig-
nificant work to be done. There are roughly 2,000
days left until 2030 arrives, by which time emis-
sions need to have almost been halved, among

a host of other seismic changes in order to avoid
the worst impacts of climate change. This year’s
United Nations Global Stocktake on climate

progress identified a significant and persistent
“emissions gap” between current net zero com-
mitments and a 1.5°C pathway. CSOs and business
leaders will be hoping that COP28 identifies what

Sustainability

more is required for them to play their part in the

global transition to a sustainable economy and the
momentum to sustain the transformation.

Our own CSO stocktake suggests that even with
increased clarity, it will not be smooth sailing. For
many CSOs, the list of easy wins is shortening,
and the regulatory and consumer environment

is growing ever more complicated. While some
businesses are seeing increasing value from their
sustainability investments, for many others, going
much further requires more fundamental transfor-
mations, right down to the core of the business.
While there is increasing evidence of real value
creation from sustainability, such chinks of light
appear out of reach for many leaders.

Against this rapidly evolving context, we have once
again surveyed a range of sustainability leaders to

explore their ambitions and priorities and find out

where they need extra support.

Here are five key takeaways for CEOs.


http://www.spencerstuart.com
http://www.spencerstuart.com
https://www.wri.org/insights/explaining-global-stocktake-paris-agreement
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1. Some companies are already adding significant value
from sustainability

For many leaders, the need for sustainability is not in doubt; the big question is when (or if) sustainability efforts
will deliver value for their businesses.

There are signs that this critical milestone is already here for some. Just over one in three sustainability leaders sur-
veyed said that their companies were delivering on ambitious commitments and seeing substantial value in return.

Around one in three respondents say they are delivering and seeing value from sustainability. Almost one in four say
they are delivering on their ambitions but not yet seeing much return.
Q: Which of these descriptions best fits your organization’s approach to sustainability today? [Select one] [N = 84]

Delivering on ambitious
sustainability goals and seeing
substantial positive value in return

Beginning to deliver on ambitions,
with limited positive value to
the company so far

38%

Highly ambitious but facing
significant roadblocks

Keeping up with expectations and
regulations, but not going further

Sustainability is not a priority

None of the above

Sustainability leaders are most likely to say they’re seeing substantial or “quite a lot” of positive value in aspects such as
talent attraction (77%) and brand and customer perception (61%). Only 24% say the same about increasing revenue.

Although this lack of financial return on investment might be because this isn’t what sustainabil-

ity leaders are currently focused on, respondents indicate that it is a growing priority in the near future.

While only 55% of leaders said they were prioritizing commercial value opportunities from their sustainability strat-
egy today, 42% said they planned to focus more on this area within the next 12 months.

Questions for the CEO

» Where in your business do you expect sustainability to deliver value today?

» Do you have a sense of when your sustainability investments will return value for the core business?

»  Are you able to identify where sustainability is providing value using existing metrics?
— =
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2. The value that sustainability offers depends on where you
stand (in your business and in the economy)

Most CSOs (64%) say that sustainability is seen as a commercial and value creation exercise for their organiza-
tions, rather than a risk reduction exercise (26%). However, this perception varies by industry. Sustainability leaders
from consumer goods companies for example, are split 50-50 on this question.

The purpose of sustainability also differs within business. For certain functions that can enhance competitive
advantage — particularly marketing, product and HR — sustainability is seen as a value creation exercise. In others
focused more often on efficiency or enablement — such as finance, operations and procurement — it is seen to be
rooted in risk management.

For one group of functions, sustainability is seen as a value creator, for another it's seen as a risk manager.

Q: How does sustainability impact each of the following business functions? [Please select one option for each strategic area] [N = 84]

70%
Operations/facilities 26%
4%

65%
Supply chain/procurement 25%
10%

56%
Finance/capital allocation 33%
1%

15%
Product 79%
6%

14%
Corporate development (M&A) 49%
37%
Recruitment, training and 11%

O,
performance evaluation 68%

21%
10%
Marketing 76%
14%

N/A — Sustainability has little or

Mostly in terms of risk managemen Mostly in terms of val reation . )
. ostly in terms of risk management . ostly in terms of value creatio no influence on this area

For most functions and industries, sustainability can both create value and mitigate risk. CEOs and boards, who
sustainability leaders generally credit with a very strong understanding of sustainability today, can help functions
recognize these dual opportunities for their part of the business.

Questions for the CEO -

» Are you clear with your leadership team and organization regarding sustainability as a driver of 1
value creation or as primarily a risk mitigation approach?

» Are you losing out on potential opportunities because sustainability is primarily seen in terms of
risk mitigation?

» How can you better balance both risk reduction and value creation opportunities from sustain-
ability efforts?

|
1
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3. All businesses have levers which can ignite transformation,
including leadership, finance and business units

On average, sustainability leaders in our survey said they spent a quarter of their time interacting with other
business units and functions in their companies, with another 17% of their time spent interacting with C-suite
members. These are also the stakeholders they say are most important to achieving their sustainability goals.

Among core functions, the CFO and finance team are seen as the most important (80% importance score). This
reflects the increasing role of sustainability in strategy, and in conversations with investors and other sources of
finance as outlined in a recent HBR article on the evolving nature of the CSO role. In our survey, CSOs said they
were spending an average of 7% of their time interacting with investors in any given week.

Working with business units in particular is seen as critical to the “next stage” of sustainability transformation. With
many quick wins dealt with and strategies and goals in place for 2030, attention is now turning to more challenging and
complex questions, such as how to make core products and services truly sustainable. This includes, for example, imple-
menting circular models and defining new approaches to growth that are compatible with sustainability commitments.

The functions that sustainability leaders see as most important to their goals are those they interact with more fre-
quently. The exception is the board, and the gap between importance and time spent is larger for the CEO than for
other stakeholders.

Q: How important are the following functions / parts of your business to achieving your sustainability goals? + Q: What level of interaction and coordination is
required with each of these functions to deliver your sustainability goals? [Score calculation: 100% score if everyone selected “4 — Essential” or “4 — Very frequently”]

93% 570 . Importance score [l Frequency of Interaction score
(e}

75% o
’ 73% 68% 67%

59%

71%

66% 66% 63%
(¢)
% 49%
CEO Business CFO/ Board Product Supply Marketing/ Risk & CHRO/
units finance chain/ communications  general HR

procurement counsel

Interestingly, functions such as marketing and HR, for which most CSOs say sustainability is delivering greater
value today, are seen as less important to achieving sustainability priorities and actually spend less time with sus-
tainability leaders. Perhaps they see their job there as done.

Questlons for the CEO

Is your CSO able to access the teams they need to advance your sustainability strategy?

» How might you encourage different parts of your business, like the CFO or business units, to
interact and work more with your CSO?

» Do other C-suite leaders have clear sustainability accountability?

» Do you have a vision of what a truly sustainable product or service means for your company?
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4. Sustainability leaders are less alone than a year ago

Sustainability leaders say that there has been a substantial shift in how sustainability is perceived by the rest of
the business. With other senior leaders more engaged and more informed, it has become easier to deliver change
across their companies. On average, they are spending 25% of their time interacting with other business units,
more than they spend managing their own team.

“In almost every functional area there is a better understanding of the need to integrate sustainability priorities
into our day-to-day business processes.”

“There has been a noticeable sense that more people are keen to be part of owning and delivering the strategy.”

“There is general excitement and acknowledgement that more focus on sustainability is a good thing, but this
had yet to be backed up with more direct support for my work.”

This is a welcome change for CSOs looking to further embed their strategy across the organization. Most sustain-
ability leaders believe that the sustainability strategy has material implications for the majority of employees in their
business. With an increasingly long list of leaders and managers engaged, supporting employees to play their part
in driving sustainability will be much easier.

Most sustainability leaders believe that the sustainability strategy has material implications for the majority of
employees in their business.
Q: For each of the following statements, please place yourself according to which statement is more reflective of your experience / your company. [Please

place yourself on this scale of 0 to 10 according to which statement is more reflective of your experience / viewpoint, where the closer you are to one statement the
more reflective of your reality it is.] [N = 69]

%

22%

strongly believe that their organization’s 199

i
|
|
sustainability strategy has had a material i 17%
impact on a majority of their colleagues l
|
10% | 9%
|
6% 6% !
3% 4% i 4%
m - I .
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Our sustainability strategy has a material
impact on the day-to-day work of the majority
of employees in our organization.

Our sustainability strategy has no impact
on the day-to-day work of the majority of
employees in our organization.
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However, enthusiasm doesn’t always equate to resource and action. Some CSOs shared frustrations about their col-
leagues’ engagement with sustainability and that other leaders did not appreciate the true extent of change that it
requires. Others also expressed concerns that colleagues were trying to label products and practices as sustainable

when they weren't.

“There is an arrogant misconception that the company is already fully sustainable and that the market should
compensate this, with very low willingness to truthfully assess impacts and make changes.”

i

Questions for the CEO

»  What knowledge and skills do your leaders need in order to play their part in sustainability?
» Do all areas of your business know what it really means to be sustainable?

» How much are different parts of the business working together on sustainability goals?

5. Sustainability leaders can be pulled in different directions
(often away from impact or revenue generating activities)

With increasing sustainability regulation and policy interventions from governments, many CSOs are having to
spend an increasing amount of time and resources on data, reporting and compliance.

After engaging with senior leaders about their sustainability strategy (83%), the second most common focus (79%)
for sustainability leaders today is investing in improved sustainability-related data-collection and reporting tools and
practices. At the same time, CSOs have the end goal of accelerating the impact of their initiatives, while increasingly
being pressured internally to demonstrate financial return on their strategy.
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Alongside financial challenges and constraints, the most common challenges that sustainability leaders are facing
relate to collecting data and reporting on progress.

Top five answers for Q: Which of the following challenges have you faced most often in implementing your sustainability strategy?
[Please select up to 3] [N = 74]

Lack of funding or incentives to invest
in sustainability

35%

Complex and / or onerous
reporting demands

Financial pressures have
taken precedence

Practical difficulties in measuring impact

Lack of skills across the organization
to implement sustainability strategy

While most sustainability leaders are positive about increasing government engagement on sustainability — with
some calling for still more — they are also concerned that responding to new mandatory standards such as the
EU’s CSRD, the SEC’s proposed climate disclosure rule in the US, or the upcoming wave of voluntary Transition
Plan disclosures, will distract them from the more strategic and transformational activities which will drive impact.

Indeed, sustainability leaders said that they spent twice as much time focused on reporting- and measurement-re-
lated activities (11% of their week, on average) compared to revenue generation-related activities (5%). Some are
spending up to 40% of their week on reporting and compliance. While many are increasingly using digital tools,
and some are beginning to explore applications of Al to support analysis and reporting, this work remains a heavy
burden for many sustainability functions.

The vision vs the reality...

“Today the CSO’s role is all about leading a transformation effort — seeing new risks /opportunities over the
horizon, then incubating and working with the business to embed solutions that embrace sustainability.”

“The move from voluntary to regulatory reporting has fundamentally changed the discussion about sustainabil-
ity strategy.”

» How might you create time for strategic thinking about sustainability in the midst of

short-term pressures?

Questlons for the CEO
Does your CSO have what they need to respond to today’s regulatory environment? i
» How are you leveraging technologies to support analysis and reporting for sustainability?
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Transformation in turbulent times

Political backlash, economic downturn, conflict and the increasing impact of climate change are all
pushing back against the rapid progress that sustainability leaders are seeking to make.

And while many celebrate the increased attention governments are paying to regulation and
policy, the resulting requirements are also creating a complex tapestry of resource-intensive

tasks for CSOs to manage alongside strategic transformation activities.

But the pioneering CSOs and sustainable business leaders are telling us that there is
reason to keep driving progress. They are increasingly seeing a range of positive
returns in their commitment to change their business for the better.

Much like the UN’s Global Stocktake, our study shows there is work still to
be done, but also promising signals of change which can help fuel further
progress. CEOs must now set up their CSOs for resiliency and success
in the context of likely continuing turbulence, so that sustainability

can become a major source of value creation embedded deeply

into the organization.
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About the research

In partnership with Kite Insights we surveyed sustainability leaders from a range of
sectors in the fall of 2023, receiving 84 detailed responses. In parallel, we interviewed
sustainability leaders at the forefront of change, adding insights from our own advisory
work to build a picture of their reality.

About Spencer Stuart

At Spencer Stuart, we know that leadership has never mattered more. We are
trusted by organizations around the world to help them make the senior-level
leadership decisions that have a lasting impact on their enterprises, on their
stakeholders and the world around them. Through our executive search, board
and leadership advisory services, we help build and enhance high-performing
teams for select clients ranging from major multinationals to emerging
companies to nonprofit institutions.

We draw on our unique insights to help boards and executive teams to catalyze the
change needed in addressing the world’s major societal and environmental challenges.

Our global and cross-sector expertise allows us to understand the pressing and emerg-
ing issues, identify the character and capabilities leaders will require and find the
people with the right attributes to deliver progress. We then stay alongside those indi-
viduals to help them maximize their impact, while preparing boards to navigate the
conflicts inherent in this changing landscape.

Privately held since 1956, we focus on delivering knowledge, insight and results
through the collaborative efforts of a team of experts — now spanning more than 70
offices, over 30 countries and more than 50 practice specialties. Boards and leaders
consistently turn to Spencer Stuart to help address their evolving leadership needs in
areas such as senior-level executive search, board recruitment, board effectiveness,
succession planning, in-depth senior management assessment, employee engage-
ment and many other facets of culture and organizational effectiveness,

particularly in the context of the changing stakeholder expectations of business today.
For more information on Spencer Stuart, please visit www.spencerstuart.com.
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