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RISKS AND CHALLENGES

OF EXPENSIVE ESG ADOPTION

In the contemporary SME's business landscape, Environmental, Social, and Governance (ESG)
criteria have emerged as pivotal elements that define sustainable and ethical corporate practices.
The importance of ESG for SME’s cannot be overstated, as it encompasses a comprehensive
approach to evaluating and enhancing the sustainability, social responsibility, and governance
practices of a SME company. This white paper explores why ESG is crucial for SME businesses
today, delving into its benefits, the changing expectations of stakeholders, and how and why
cloud-based ESG management platform solutions deliver competitive advantages and efficien-
cies at an extremely affordable cost point significantly usurping the use of existing legacy
systems.

Managing Risks and

Enhancing Resilience

One of the primary reasons ESG is essential in SME's is its role in risk management. Environmen-
tal risks, such as those related to climate change, resource scarcity, and environmental regula-
tions, can have significant financial implications for businesses.

SME companies that proactively address these risks through sustainable practices are better
positioned to navigate existing and future regulatory changes, avoid fines, and protect their
operations from the adverse effects of environmental disruptions. Social risks, including those
related to labour practices, human rights, and community relations, can also impact a company’s
reputation and operational stability.

SME businesses that uphold high social standards and engage positively with their communities
are less likely to face social unrest, boycotts, and legal challenges. Moreover, they build stronger
relationships with stakeholders, which can be crucial in times of crisis.

Governance risks, such as corruption, fraud, and poor management, can lead to significant finan-
cial losses and damage to a company'’s reputation. Strong governance practices ensure that a
company operates transparently, ethically, and in the best interest of all stakeholders and by
default, is easy to audit. This not only mitigates risks but also fosters trust and confidence among
investors, customers, and employees.
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Value Creation

ESG is not just about managing risks; it is also about creating long-term value. SME companies
that integrate ESG principles into their strategies and operations can unlock many new
opportunities for growth and innovation. For example, the transition to a low-carbon economy
presents opportunities for businesses to develop new products and services that meet the
demand for sustainable solutions. By investing in renewable energy, energy efficiency, and sus-
tainable technologies, companies can gain a competitive edge and drive long-term profitability.

Socially responsible practices, such as promoting diversity and inclusion, can lead to a more
innovative and dynamic workforce. Diverse teams bring a wider range of perspectives and ideas,
which can enhance creativity and problem-solving. Inclusive workplaces are also more attractive
to talent, helping companies to recruit and retain the best employees.

Strong governance practices, such as ethical business conduct and transparent reporting, can
enhance a SME's reputation and attract more publicity and customers and potentially investors
given companies that are seen as leaders in governance are often rewarded with higher valua-
tions and greater access to capital. Furthermore, transparent reporting on ESG performance
which allow accessibility to valid data truth via internal accountability and external audits can
help SME companies build credibility and demonstrate their commitment to sustainability and
social responsibility.

Regulatory Compliance and
Preparedness, Wins More Work

Regulatory frameworks around the world are increasingly incorporating ESG considerations.
Governments and regulatory bodies are implementing stricter environmental regulations, man-
dating social responsibility disclosures, and requiring companies to adhere to higher governance
standards which for example are now a significant part of selection for awarding public sector
bids.

SME businesses that proactively align with these regulations are better prepared to comply with
new requirements and avoid penalties but also win more public and private sector work. Award-
ing public bodies require companies to disclose detailed information on their ESG practices and
impacts through assessments that ensure compliance alignment with these directives to check a
company has legal adherence, transparency and accountability. SME’s that are ahead of the
curve in adopting ESG practices are more likely to meet regulatory expectations and therefore
will win more work.
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and Reputation

In an age of information transparency, reputation is more important than ever. ESG practices play
a crucial role in building and maintaining a company'’s reputation. SME's that are seen as respon-
sible and ethical are more likely to earn the trust of their stakeholders. This trust translates into
customer loyalty, investor confidence, and stronger community relations. Trust and reputation
are particularly important in the digital age, where information spreads rapidly, and public scruti-
ny is intense.

Companies that engage in greenwashing—falsely portraying their products or practices as envi-
ronmentally friendly—risk severe backlash and damage to their reputations. Genuine ESG com-
mitment, demonstrated through transparent and audit ready reporting across all measurable

actions, can differentiate a company from its competitors and build long-term trust.

"

Put Simply ESG is about

Managing Your Data

Managing all your ESG Data is so fundamentally critical SME’s just cannot leave data to naturally
evolve in an ad hoc manner. The stakes are so high that companies must adapt by integrating
ESG principles into every part of the their business plans and strategies, given impacts need to be
set as targets, and then measured, monitored and reported in real time. It is better to use ESG
strategy management platforms that enable the easy detailing out of all companywide objec-
tives and impacts to be targeted and achieved broken down by activities, with clear allocation or
assigning of tasks to be performed by individuals around the organisation so ESG is embedded
deeply across all operational areas and geographies. Trying to capture and curate ESG data from
existing approaches and legacy systems will not only be exceptionally difficult but potentially
very expensive as impact data and measurable outcomes are not simply a byproduct, so existing
internal and external teams may see the new requirement as extra work to reluctantly deliver. It is
the role of leadership to anticipate these usual hurdle and use digital technologies to quickly
overcome all the now new challenges of actual and passive resistance, so operations streamlined
and impact data can easily be curated.

Adopting an ESG project management platform, provides many additional benefits such as
constantly UpToDate analytics in dashboards and reports which helps leadership teams manage
risks and ensure regulatory compliance. Additionally ESG platforms also drives long-term value
creation, as progress and costs can be instantly measured across all separate business strategies
in real time across workflows and the built-in governance tools enables audit trails of records of
when and where all data has come from, with evidence to prove who provided it. Additionally
some advanced platforms like myConsole provides collaboration management tools with secure
log in access for all stakeholders in a company’s ecosystem to see their own allocated tasks in
their own personalised dashboard. The benefits are significant as leadership can see all progress
and costs in real time for their entire ESG journey and investment but what also has n't hap-
pened, and the associated likely risk this may now cause.

By adopting ESG management platforms it is easier for SME’s to embrace ESG so they can posi-
tion themselves as leaders in sustainability and social responsibility. This not only benefits the
environment and society but also contributes to their long-term success and profitability. In the
rapidly changing business landscape, ESC is not just a trend; it is an essential framework for
responsible and sustainable business practices.
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Management Platforms that

curate Accurate Data?

According to findings from the top four management consultants and EU regulatory reviews,
over 60% of ESG reporting issues are caused by challenges in accurate data management.
Companies, put simply, do not have a sustainability management system that enables firms to
manage, track, monitor, measure their sustainability progress and access accurate performance
of their efforts to implement their sustainability vision and objectives across the organization.

Typical reasons as to why organizations are not able to report their ESG
data accurately:

- Difficulties in managing data across Excel files, Word documents, shared drives, and ESGC data
spread across , and ad hoc emails,

- Many parts of the organization (such as business units and departments) are often are
measuring and submitting the required KPI data in a multitude of different ways making
consolidation of their data sets very difficult

- There is no audit trail or governance to evidence where the data being used has come from.
This means it is extremely difficult to undertake an audit by external auditors as they cannot
really investigate the authenticity of the claim performance data, and more often, the people
who compiled the data sets were very junior and / or have moved on.

- There is a lack of process and workflows in how ESG is being managed across the organization
as there seems to be an inconsistency in the people assigned the tasks to collect ESGC data from
around the business and again in the subsequent creation of the ESG reports. This lack of a
centralized ESG management system means ESG efforts are inefficient and more expensive as
the challenge of creating the reports has to be done from scratch every single year.
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Systems Sustainable?

If this describes your current approached then clearly it is not sustainable as this sort of manual
ESG reporting is clearly very dependent on internal teams, with the additional concerns that is

needs people being able to remembering things. This now presents a whole new set of challeng-
es and risks for the leadership team.

Move to the Future

Sustainability Management Systems with built in compliance and governance avoid all these
pitfalls. You get complete and automated audit trails for all quantitative, qualitative and assess-
ment response data. Systems such as myConsole provide full end to end management and
analytics across the entire process. Critically they deliver:

- names and contacts as to who provided the data

- time and date as to who submitted for a particular strategy /project / initiative / task
/ assessment

- the ability to attached or link evidence to supports performance claims
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and Why Now?

As regulators using frameworks like CSRD and ISSB, will be increasing their expectations of all
sizes of companies needing to provide empirical data, SME companies now need more consis-
tent methodology.

If you want an extremely affordable centralized ESG process that manages the entire ESG man-
agement approaches across workflows with built in governance that is clear and easy to use,
offers a consistent and repeatable set of approaches customizable to your business or organiza-
tion and one which enables cloud based collaboration across your stakeholders book a demo
with myConsole today.

The myConsole ESG project management workflow platform has the
following key steps built in, ready for further customization to suit your organization:

1. Set up portfolios of all your sustainability / ESG projects with full dashboard analytics
monitoring progress across targets and performance.

2. ESG Vendor assessment and Selection.

3. Aligns to any regulatory framework, EU, UK or Global Taxonomy.

4, Automated data collection with compliance tracking.

5. Project management platform design with stage gateway governance with assessment

ready audit trails.

6. Ability to purchase affordable core ESG platform with ability to switch on further low cost
integrated tools as a company’s ESG maturity increases. Such as a Risk Register,
Stakeholder manager.

7. Unique operability provides each user with their own set of personalized dashboards using
RACI matrices, means 100% accountability for all assigned tasks and activities as who is
Responsible, who has the action, who needs to be Consulted and who needs to be
Informed with monitorable performance and time and date stamped when due and when
actions have been taken.

8. Built in pre-set report generators and customizable dashboards makes ESG analysis and
reporting very straight forward
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