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Where will the ESG push for
progress come from?

This time last year we gained business opinions on
Environmental, Social and Corporate Governance (ESG)
issues and topics - whilst concern was high and many
planned to take action, develop policies, borrow for ESG
projects and/or invest ethically, only a minority actually
had a sustainability policy.

A year on, and a tough year at that, what's the story now?

We used our Business Tracker to survey 1,009 UK businesses (592 up to
£1m turnover, and 403 £1m+ turnover) in March 2023 to get an updated
view.
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Despite lots of noise,

famﬂiarity with ESG is Familiarity with the topic of ESG
. by business size

relatively low

NET familiar

Unsurprisingly, familiarity is much higher amongst larger businesses
where arguably ESG requirements have greater implication. Most

businesses with a turnover over £1m claim higher familiarity (65% - f1m+ I 16% 15% _ 65%
16% ‘extremely’ and 49% ‘quite’) compared to a minority of their

smaller turnover business counterparts expressing the same (26% -
5% ‘extremely’ and 21% ‘quite’).

So, whilst article after article is being written about ESG, familiarity Total
amongst businesses is still limited. Some four in 10 (41%) claim some market
familiarity but most of these are only ‘quite familiar’ (32%) and we are

left with a third who don't feel familiar at all (36%). Uo+t
' [
£1m

m Extremely unfamiliar = Quite unfamiliar = Neither ® Quite familiar ® Extremely familiar

There is still a need for greater education as, without understanding,
how will businesses truly engage.

Q. To what extent would you say you are familiar with the topic of Environmental, Social, and
Governance (ESG) and what it entails for businesses?

savanta.com Base: All turnovers (1,009), up to £1m (592), £1m+ (403) 3



And businesses have so many other challenges

UK business and the economic environment has been in turmoil for so long Disappointingly, being sustainable comes in at rank 11 (at the moment) and 10
now that ESG is relatively low on the agenda. Businesses are focusing on the (year ahead) of the 19 challenges tested. Few see ensuring diversity and

here and now in the battle for survival. The top four challenges (of 19 tested) inclusion as a significant challenge facing their business (7%), ranked at 18th
facing businesses at the moment, and in the year ahead, include: (at the moment) and 19th (a year ahead) of the 19 challenges posed.

Rising energy and fuel prices, remaining profitable, coping with a drop in
customer demand and cash flow issues. These are the same as they were a
year ago.

Significant challenges facing business now and, in the future

Now Year ahead
1 Rising energy prices _39% 48% 1 Rising energy prices _420/:17%
2 Rising fuel prices _28%33% 2 Rising fuel prices ] 35?9%
3 Remaining profitable ] 2399)/?’ 3 Remaining profitable _313;/04%
4 Drop in customer demand R 22432/" 4 Drop in customer demand _252"2%
5 Cashflow / Working capital [ %222 5 Cashflow / Working capital ] %222
11 Sustainability / Being E— 1‘112/;’% 10 Sustainability / Being — 1??% = Mar-23
sustainable —— sustainable T Apr-22
18 Ensuring diversity & inclusion 6% 19 Ensuring diversity & inclusion 7%
Q. Which of the following would you say are significant challenges facing your business at the moment? Q. Thinking of the year ahead, which of the following would you say will be significant challenges

facing your business?

savanta.com Base: All turnovers (Mar 2023 1,009 | April 2022 1,009)



As one might expect,
ESG is higher on the
radar for larger
businesses with a
£1m+ turnover.

Do businesses feel there is limited challenge?
Have they got ESG covered?

Or is ESG just falling down the list with all the other
immediate challenges businesses are trying to
navigate?

We think the latter.

savanta.com

Significant challenges facing business now and, in the future

by business size

m Total mUp to £1m turnvoer = £1m+ turnover

10%

Now

Sustainability / Being
sustainable (no.10)

20%

Ensuring diversity & 2%

inclusion (no.19)

14%

Year ahead

Sustainability / Being 8%

sustainable (no.10)

Ensuring diversity & 3%

inclusion (no.19)

11%

Q. Which of the following would you say are significant challenges facing your business at the moment?

Q. Thinking of the year ahead, which of the following would you say will be significant challenges facing your business?

Base: All turnovers (1,009), up to £1m (592), £1m+ (403)
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Businesses have so ESG position within business priorities by business size
m any Oth er p I‘i O I'iti e S % slight / significant / one of our most important priorities % one of our most important priorities

= Total “Upto£1m £1m+ mTotal mUptof£1m ®m£Im+

Data in grey relates to ‘one of our most important priorities’

Indeed, when asked directly how much of a priority 93% 92% .

. . . - . 89% g9, 88% 88% 90% .
five key areas were to their business, ‘introducing o 85% 86%
or acting on your organisation’s ESG policy’ was
the least mentioned of the set.

73%

66% 66%
That said, encouragingly, two thirds said it was a
slight (33%), significant (27%) or one of their most
important priorities (5%).

This suggests that whilst businesses consider
other challenges to be more significant to their

business, they do still consider ESG a priority for .
%

their business strategy. This bodes well. 12% 10% 8% 10%

Again, we see larger business (E1m+ turnover)

more likely to be prioritising introducing or acting Respopding to the . Responding to Ensu'ring sup_ply Responqmg to and Introducing or acting
) o, . economic downturn /increasing customer  chain security attracting talent on your

on their organisation’s ESG policy (86%) compared recession expectations organisation's ESG

to their smaller business counterparts (52%). policy

Q. How much of a priority are the following to your business strategy currently?

savanta.com Base: All turnovers (1,009), up to £1m (592), £1m+ (403) 6



Do businesses just
talk the talk?

Six in 10 (59%) business decision makers thought
businesses use ESG policies to promote their image
without taking real action (i.e., 'green’ or social
washing), but almost half thought businesses are, in
general, improving their response to ESG (48%).

Over four in 10 (44%) feel that wider market events
(i.e., Covid-19, war in Ukraine, cost of living crisis) has
slowed or reversed their business' focus on ESG, but
positively 4 in 10 (41%) agreed that ESG was a key
component to their current business strategy.

Clearly, it's a very mixed bag.

Larger business (£1m+ turnover) are more positive
about ESG generally but are also more likely to say
they feel that wider market events have slowed or
reversed their business' focus on ESG .

savanta.com

Attitudes towards ESG by business size

% agree / agree strongly

E Total £1m+ turnover Up to £1m turnover

Businesses use ESG policies to promote their image
without taking real action (i.e., 'green’ or social
washing)

Businesses are, in general, improving their ESG

Wider market events (i.e., Covid-19, war in Ukraine,
cost of living crisis) has slowed or reversed our
business' focus on ESG

ESG is a key component to our current business
strategy

We actively promote our ESG policy to customers and
wider industry stakeholders

The Government takes ESG seriously

I 59%

54%

I s

38%

67%

65%
P 4%
26%
37%
P
22%
40%
I o
26%
62%
P 3o
26%
58%

Q. How strongly do you agree or disagree with the following statements about Environmental, Social & Governance (ESG)?

Base: All turnovers (1,009), up to £1m (592), £1m+ (403)



Whilst the majority Whether businesses have an ESG policy, or plan to
don’t have an ESG by business size

policy, most

o M We already have an B Wedon't have an ESG We don't have an ESG [ We have no plans to
buSlnesseS haVe ESG policy / policy / commitment, policy / commitment, introduce an ESG
commitmentin place but have plans to but plan to introduce policy / commitment
t k t o introduce one this year one in the future
A quarter of businesses (26%) have an ESG Total Up to £1m turnover £1m+ turnover

policy/commitment in place. Equally a quarter (27%)
have no policy or commitment and no plans to introduce
one. This is disappointingly similar to findings this time
last year and a sign of the immense pressures
businesses have been under this past year.

Larger business (E1m+ turnover) are far more likely to
have a policy or commitment in comparison to their 19% 18% 14% 21% 28% 14%
smaller business counterparts (43% vs 15%) and are far

less likely to say they have no policy or commitment and

no plans to introduce one (11% vs 39%).

Which of the following best describes your business' current response to issues of Environmental, Social, and Governance (ESG)?

savanta.com Base: All turnovers (1,009), up to £1m (592), £1m+ (403) 8



But, that said, the
majority of
businesses have
taken some action

More than half (59%) have undertaken some kind
of environmental action, two fifths social (42%)
and 39% a governance action. This is to be
celebrated.

Again, we see that it is the larger businesses that

are leading the march on tacking actions on ESG.

savanta.com

Action in the past 12 months by business size

mTotal ®Up to £1m turnover £1m+ turnover

73%
68%
63%

59%

42%
39%

Total environmental actions Total social actions Total governance actions

Q. In the past 12 months, which of the following actions, if any, has your business taken regarding Environmental, Social &
Governance (ESG)?

Base: All turnovers (1,009), up to £1m (592), £1m+ (403)



So, whilst there is a
will, the ‘way’ is mixed
— will stakeholders be
the catalysts?

It is clear that some businesses are taking action around ESG but with
everything else businesses are dealing with, focus is limited, and
progress is inconsistent.

Will it be stakeholder voice that pushes the agenda? Perhaps not yet.
Businesses felt that only four in 10 of their stakeholders care about
ESG.

savanta.com

Stakeholder attitude to ESG by total market

% Care
i (o) o) o)
41%
Don't know ® They don't care at all They don't care that much
Neither ® They care a little bit H They care a lot

Q. To what extent do you think your stakeholders care about ESG?

Base: All turnovers 1,009
10



If we look at larger
businesses, we see a
ray of hope

Here the majority feel that their stakeholders care
about ESG at approximately 6 in 10 for suppliers
(57%), employees (58%), customers (57%) and
shareholders (60%). No doubt this will have been a
driving force.

Given that smaller turnover businesses form the
majority of the total UK business market, it is
imperative that they see the benefit of ESG
commitment.

savanta.com

Stakeholder attitude to ESG by business size

% care a little / a lot

ETotal m=Upto£1m turnover £1m+ turnover

Customers

Employees

Suppliers

Shareholders 28%

Q. To what extent do you think your stakeholders care about ESG?

Base: All turnovers (1,009), up to £1m (592), £1m+ (403)

45%

45%

44%

41%

57%

58%

57%

60%
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What’s next?

How do we accelerate the process, for the benefit of humankind?
Businesses, particularly smaller businesses, need to see the
business benefit as well as the human benefit of ESG if it is to
become the priority it needs to be.

And yet there are so many ways that investing in ESG can reap
rewards. Environmental polices can save business revenue by
introducing more energy efficient processes and reducing waste.
Social policies can forge links with local communities driving
loyalty and support and governance policies can improvement risk
management and limit supply chain failure, to name but a few.
Showing good and true ESG practices and commitment can help
business attract and retain both loyal and good customers and
employees.

What can we do? Stakeholders can make a difference. Our
demand for better ESG will accelerate business demands for

66 As stakeholders, we can
better ESG. make a difference. We

We are all customers and employees of businesses, some of us
are suppliers and some shareholders.

need to demand better.

We need to demand better.

Sources:
Savanta’s Business Tracker survey amongst 1,009 UK businesses in March 2023 and 1,009 UK

savanta.com businesses in April 2022
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Savanta:

Savanta is the full-service global market research and data insight company that helps businesses make better decisions.

London New York Amsterdam

60 Great Portland Street 666 Third Ave. Grote Bickersstraat 74-78
London 7th Floor 1013 KS

W1W 7RT New York NY 10017 Amsterdam

UK USA Netherlands

better.decisions@savanta.com
+44 (0) 20 7632 3434
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