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ESG reporting is an essential tool for organisations demonstrating their commitment to sustainability and
ethical business practices. As the demand for transparency continues to rise, the need for a clear
understanding of what ESG reporting entails has become vital. This practice involves disclosing a
company'’s performance on environmental, social, and governance (ESG) factors, which reflect its approach
to managing its operational impact responsibly. In recent years, the significance of ESG reporting has grown
beyond regulatory compliance and is now considered a strategic asset, helping organisations attract

investors and build credibility.
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A recent global survey found that 78% of CEOs have already taken steps or plan to innovate products and
services to address climate change, underscoring the growing momentum behind ESG reporting more,
heightened public awareness and increasingly stringent regulations, such as the European Union’s Corporate
Sustainability Reporting Directive (CSRD), are compelling firms to adopt more comprehensive ESG reporting

practices [1].

What is ESG reporting?

ESG reporting is a process that involves disclosing both qualitative and quantitative data related to a
company’s environmental, social, and governance activities. This type of reporting plays a crucial role in
fostering transparency and accountability, helping stakeholders understand how organisations manage their

impacts on the world.

Environmental factors focus on how companies address climate change, resource conservation, and waste
management. Firms that excel in these areas enhance their sustainability credentials, which can boost their

appeal to investors.

Social factors cover aspects like employee welfare, diversity, and community engagement. Prioritising social
responsibility often leads to a more positive workplace culture, which can increase employee productivity and

retention.

Governance refers to corporate leadership, ethical decision-making, and regulatory compliance.
Organisations with strong governance structures tend to perform better, both in terms of risk management

and investor relations.

Adopting robust ESG reporting practices allows companies to communicate their successes and challenges
transparently. This empowers stakeholders to make informed decisions based on the company’s

sustainability efforts, which is particularly relevant in today’s environmentally conscious marketplace.

Environmental, Social, and Governance Aspects

Companies are held increasingly accountable for their ESG performance due to changing regulations and

evolving consumer preferences. Key ESG elements include:

¢ Environmental Responsibility: Reducing environmental impacts through initiatives such as carbon

reduction and resource efficiency.
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¢ Social Commitment: Upholding ethical labour standards and promoting inclusivity.

e Governance Integrity: Ensuring ethical leadership and robust risk management.

Aligning with these factors not only helps companies meet regulatory requirements but also strengthens their
relationships with investors and customers, making ESG reporting an integral part of modern business

strategies.

ESG reporting requirements & standards

The landscape for ESG reporting is evolving rapidly, with growing global pressure for standardised
frameworks. Companies must stay informed about new regulations to ensure they meet stakeholder
expectations. The European Union has taken a leadership role with the Sustainable Finance Disclosure
Regulation (SFDR) and the Corporate Sustainability Reporting Directive (CSRD), both aimed at enhancing
transparency in ESG reporting. These directives will soon require both listed and unlisted companies to

disclose their sustainability impacts.

Elsewhere, jurisdictions such as the United States are beginning to push for enhanced disclosures,
particularly on climate-related risks. The Securities and Exchange Commission (SEC) has proposed new
regulations to address this, though they remain in the early stages. In Asia, countries like Singapore and
Thailand have already mandated ESG disclosures on their stock exchanges, reflecting a global shift towards

mandatory reporting.
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ESG reporting metrics

Effective ESG reporting relies on specific metrics that offer insights into a company’s environmental, social,
and governance performance. Investors are increasingly interested in these metrics, and around 89% now
seek companies that report ESG data consistently with global standards [2]. Commonly used metrics include

greenhouse gas emissions, diversity in leadership, energy consumption, and water usage.

To provide a structured approach, companies often turn to established frameworks such as the Global
Reporting Initiative (GRI) and the Sustainability Accounting Standards Board (SASB). These frameworks help
organisations identify the most relevant metrics for their industry. For instance, GRI categorises its reporting

standards into universal, sector-specific, and topic-specific standards, while SASB focuses on industry-
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specific reporting requirements.

ESG reporting examples

Several well-known brands in the heavy machinery sector provide robust examples of ESG reporting. For

instance:

o Caterpillar has prioritised sustainable design in its manufacturing processes, focusing on reducing

greenhouse gas emissions in its production and product life cycles.

¢ Volvo Construction Equipment is committed to electrifying its machinery to minimise environmental

impact and has set ambitious goals for carbon neutrality across its operations.

These companies demonstrate how ESG reporting can enhance their market reputation while contributing to

long-term sustainability goals.

ESG reporting tools & companies

As ESG reporting becomes more widespread, a range of specialised tools and software has emerged to help
companies manage their ESG data collection, analysis, and reporting. These solutions assist organisations in
automating complex reporting processes, improving the accuracy of their disclosures. With over 2,400 global
ESG regulations currently in force - a 155% increase over the past decade - many companies are turning to

these tools to maintain compliance and gain valuable insights into their performance [3].

Investing in reliable ESG reporting software is becoming essential for businesses aiming to improve
transparency and meet rising stakeholder expectations. With the market for ESG reporting solutions expected
to reach $1.5 billion by 2028 [4], companies that adopt these technologies will likely stand out in the

increasingly competitive landscape.

ESG reporting is no longer just a regulatory requirement; it has become a crucial element of corporate
strategy. Organisations that embrace comprehensive ESG practices will not only satisfy growing legal
demands but also enhance their investor appeal and market reputation. By focusing on transparency,

accountability, and sustainability, businesses can lead the way in shaping a more responsible future.

FAQ
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What is ESG reporting?

ESG reporting involves disclosing both qualitative and quantitative data about an organisation’s practices
concerning environmental stewardship, social responsibility, and governance. It promotes transparency and

helps businesses highlight their ethical and sustainable operations.

Why is ESG reporting important?

ESG reporting allows companies to showcase their commitment to sustainability, meeting both investor and
regulatory expectations. By enhancing transparency, it fosters trust among stakeholders and positions

businesses as responsible and accountable entities.

What are the ESG reporting requirements?

ESG reporting requirements differ across regions and industries. In Europe, the Sustainable Finance
Disclosure Regulation (SFDR) and the Corporate Sustainability Reporting Directive (CSRD) mandate
disclosures for certain organisations, while in the U.S., the Securities and Exchange Commission (SEC) is

working towards stricter climate-related reporting standards.

Is ESG reporting mandatory?

While not universally mandatory, ESG reporting is increasingly subject to regulatory frameworks. Companies
should stay up to date with evolving standards, especially in regions like the EU, where reporting obligations

are expanding.

What metrics are used in ESG reporting?

Key metrics in ESG reporting include carbon emissions, energy consumption, diversity ratios, and governance
structures. These metrics enable businesses to track their sustainability performance and align with

stakeholders’ expectations for accountability.

Can you provide examples of companies with strong ESG reporting?

In the machinery sector, companies such as Caterpillar and Volvo Construction Equipment are recognised for
their robust ESG reporting. Caterpillar focuses on reducing emissions in its production processes, while Volvo

has committed to electrifying its machinery to lower its environmental footprint.

What tools are available for ESG reporting?
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Several ESG reporting tools and software solutions assist companies in data collection, analysis, and
reporting. These technologies help businesses streamline their compliance with regulatory standards and

improve their operational sustainability.

How can ESG reporting influence investment decisions?

Transparent ESG reporting plays a crucial role in attracting investors. Companies with strong ESG
commitments are viewed as lower-risk and more sustainable, making them more appealing to responsible
investors seeking long-term returns.
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