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Part 1 

Imagine a company as a living organism, with the "S" in ESG as its heartbeat—often overlooked, yet
vital for survival and growth. Social in ESG is about how companies manage relationships with their
employees, communities, customers, and society at large. It's like running a small business where you
wouldn't just focus on your product; you'd also care deeply about your staff's well-being, your impact
on the neighborhood, and your customers' opinions. That's essentially what Social in ESG is all about. 

To put this into perspective, the International Labour Organization reported in 2023 that 50 million
people worldwide are trapped in modern slavery. This isn’t just a statistic; it's a serious reminder of
why companies must uphold human rights not only within their own walls but throughout their entire
supply chains. Neglecting these responsibilities isn't just bad business—it's a recipe for disaster. 
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Chapter 1: Understanding the 'S' in ESG 

Defining Social in ESG

Employee Relations,
Diversity, Equity & Inclusion 

Product Safety &
Quality

Working Conditions
(Health & Safety)

Employee Training &
Development

Third-Party / Supply Chain
Labor Standards

Chemical
Safety

Financial Products
Safety

Privacy & Data
Security

Responsible
Investment

Controversial
Sourcing

Supply Chain
Transparency

Community
Relations

Access To
Communication

Access To
Finance

Access To
Healthcare

Opportunities in
Nutrition & Health

(S) Social Pillar
Impact on Society

UN SDGs mapping: 1,2,3,4,5,6,8,9,10,12,16

Human Capital Product Liability Stakeholder Opposition Social Opportunities

https://www.ilo.org/resource/news/50-million-people-worldwide-modern-slavery-0
https://www.ilo.org/resource/news/50-million-people-worldwide-modern-slavery-0


Labor Practices: Ensuring fair wages, safe working
conditions, and promoting employee well-being.

Human Rights: Upholding
ethical standards across
operations and supply
chains, preventing
exploitation and abuse. 

Community Engagement:
Building positive relationships
with local communities
through responsible business
practices and contributions.

Diversity and Inclusion:
Creating a workplace
where everyone feels
valued, promoting equal
opportunities.

Customer Satisfaction:
Maintaining trust
through product safety,
data privacy, and ethical
marketing. 

ESG Social
Practices

Cycle

Imagine a company as a living organism, with the "S" in ESG as its heartbeat—often overlooked, yet
vital for survival and growth. Social in ESG is about how companies manage relationships with their
employees, communities, customers, and society at large. It's like running a small business where you
wouldn't just focus on your product; you'd also care deeply about your staff's well-being, your impact
on the neighborhood, and your customers' opinions. That's essentially what Social in ESG is all about. 

To put this into perspective, the International Labour Organization reported in 2023 that 50 million
people worldwide are trapped in modern slavery. This isn’t just a statistic; it's a serious reminder of
why companies must uphold human rights not only within their own walls but throughout their entire
supply chains. Neglecting these responsibilities isn't just bad business—it's a recipe for disaster. 
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Key Elements of Social in ESG 

Imagine ignoring a leak in your roof—it’s bound to cause bigger problems down the line. Similarly,
overlooking social issues in a company can lead to major headaches, from disgruntled employees to
lost customers and a tarnished reputation. Think about it: if you worked somewhere that didn’t care
about your safety or well-being, how long would you stick around? Companies that prioritize social
factors—like ensuring safe working conditions and promoting diversity—often enjoy higher employee
satisfaction and stronger loyalty. In fact, a 2023 Gallup report found that businesses with highly
engaged employees see 23% higher profitability. Clearly, focusing on social issues isn’t just the right
thing to do—it’s good for business too. 

But what does this really look like in practice? It’s not just about meeting basic needs or ticking boxes. A
significant part of excelling in the Social pillar involves embracing Diversity, Equity, and Inclusion—
commonly known as DEI. 

Why Social Matters 

https://www.ilo.org/resource/news/50-million-people-worldwide-modern-slavery-0
https://www.ilo.org/resource/news/50-million-people-worldwide-modern-slavery-0
https://www.gallup.com/workplace/349484/state-of-the-global-workplace.aspx
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Introducing Diversity, Equity, and Inclusion (DEI) 

So, why is it crucial to focus on the Social aspect right now? Well, consider this: Would you support a
company that mistreats its workers or damages your community? Most people wouldn’t. In fact, 63% of
consumers say they choose brands that align with their values, especially on issues like fair labor
practices and diversity, according to the 2023 Edelman Trust Barometer. And it’s not just consumers
who care—investors are increasingly paying attention. In 2022, 68% of ESG investors reported that
social issues played a key role in their investment decisions. 

Plus, there’s growing pressure from regulators. Governments around the world are tightening the
rules, and companies that don’t comply could face hefty penalties. Imagine getting a parking ticket, but
instead of $50, it's millions because you didn't adhere to regulations on human rights or labor practices.
It’s clear that the stakes are high. 

Why Is Now the Time to Focus on the 'S'? 

When we talk about DEI, we're referring to the building blocks of a truly inclusive and supportive
workplace: 

Diversity is about the
presence of differences
within a setting. In the
workplace, this means

acknowledging and
embracing variations in

gender, race, age, sexual
orientation, disability, and

more. 

Equity ensures fair
treatment, access, and

opportunities for all
individuals. It recognizes
that everyone does not

start from the same place
and that adjustments must

be made to create equal
opportunities. 

Inclusion involves creating
environments where any
individual or group feels
welcomed, respected,

supported, and valued to
fully participate. 

DEI isn't just a moral imperative—it’s a strategic advantage. Companies that prioritize DEI tend to
foster innovation, better decision-making, and enhanced employee engagement. Research even shows
that companies with diverse leadership teams are more likely to outperform their peers financially. So,
in essence, DEI isn’t just about doing the right thing; it’s about doing the smart thing. 

https://www.edelman.com/sites/g/files/aatuss191/files/2024-09/2024%20Edelman%20Trust%20Barometer%20Special%20Report%20Trust%20at%20Work_Final.pdf
https://www.berenberg.de/uploads/web/Asset-Management/ESG/Berenberg_ESG_Survey_Exploring_investor_sentiment_2021.pdf
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Governments around the world are stepping in with regulations to ensure companies uphold their
social responsibilities. These regulations aren’t just red tape—they’re a way to build trust, protect
people, and create a level playing field. Complying with these rules doesn’t just keep companies out of
trouble; it also opens doors to new opportunities, like attracting socially conscious investors and loyal
customers. Let’s take a closer look at some of the key regulations that are shaping the Social pillar of
ESG today. 
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Chapter 2: The Regulatory Landscape of Social Criteria 

Why These Regulations Matter 

Imagine navigating a maze, where each turn you take could lead you closer to success or trap you in a
dead end. Social regulations can feel like that maze—complex and sometimes overwhelming. But
here’s the thing: these regulations are actually a map that helps companies find the right path. By
following this map, companies not only avoid pitfalls like fines and legal trouble but also discover new
routes to success, such as building a stronger brand reputation and fostering deeper customer loyalty. 

Each regulation we’ll discuss in this chapter is like a guiding star in this maze, helping companies stay
on course. Whether it’s ensuring fair labor practices or promoting transparency in supply chains, these
regulations reflect the growing demand for accountability in the business world. 

Regulation Snapshot Overview 

EU Corporate
Sustainability Due
Diligence Directive
(CSDDD)

Scope: EU companies with 1,000+ employees or €450M
turnover; non-EU companies with significant EU
operations.

Key Obligations: Businesses must integrate due diligence
into their policies, plan for climate impacts, and set up
public complaint mechanisms to address any issues in
their supply chains. 

Reporting: Companies must disclose due diligence
activities publicly, aligned with the Corporate
Sustainability Reporting Directive (CSRD). 

Enforcement: National authorities enforce compliance,
with the power to issue fines and injunctions; civil liability
is also a key enforcement mechanism. 

Timeline: Full application by July 2029 after transposition
into national law by July 2026. 
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EU Corporate
Sustainability
Reporting Directive
(CSRD)

Scope: Large companies and listed SMEs in the EU, plus
non-EU companies with significant presence, meeting two
of these: €25M balance sheet, €50M turnover, or 250
employees. 

Social Metrics: Companies must report on human rights,
labor practices, community engagement, and supply chain
management, considering both the impact on society and
the impact of social issues on the company. 

Assurance: Sustainability data must be assured by third-
party auditors to ensure reliability. 

Timeline: Effective January 2023, with the first reports due
in 2025. 
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German Supply
Chain Due Diligence
Act (LkSG)

Scope: Initially applies to companies with 3,000 employees,
extending to those with 1,000 employees by January 2024,
including foreign companies with significant operations in
Germany. 

Obligations: Companies must implement risk management
systems, conduct regular risk analyses, and report on
human rights and environmental standards. 

Enforcement: Supervised by BAFA, with fines up to €8
million or 2% of the company's annual turnover; legal
liability is possible for non-compliance. 
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UK Modern Slavery
Act 2015

Scope: Companies with £36 million turnover operating in
the UK. 

Obligations: Publish an annual Slavery and Human
Trafficking Statement detailing efforts to prevent modern
slavery in operations and supply chains. 

Transparency: The statement must be publicly accessible
on the company's website. 

Enforcement: Non-compliance can result in civil
proceedings, reputational damage, and loss of business
opportunities. 

Timeline: The Act was enacted in 2015, with annual
reporting required.
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Canada Modern
Slavery Act

Scope: Applies to companies operating in Canada with
significant operations and revenue. Specifically, companies
with at least CAD 100 million in annual revenue must
comply. 

Obligations: Submit annual reports on efforts to eliminate
modern slavery, detailing policies, risk assessments, and
remediation measures. 

Reporting: The first reports are due by May 31, 2024, with
ongoing annual updates required. 

Enforcement: Oversight by Public Safety Canada with
penalties for non-compliance, including fines up to CAD
250,000 and legal action. 
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EU Digital Services
Act (DSA)

Scope: Applies to digital services, including online
platforms, hosting services, and search engines, particularly
"Very Large Online Platforms" (VLOPs) with over 45 million
users in the EU. 

Obligations: Companies must implement content
moderation, risk management, and human rights due
diligence processes to prevent the spread of illegal content,
misinformation, and harmful activities. 

Transparency Reporting: Annual reports are required on
content moderation practices, risk management efforts,
and user redress mechanisms. 

Enforcement: National authorities and the European
Commission oversee compliance, with penalties of up to 6%
of global turnover for non-compliance. 

Timeline: The DSA was adopted on July 5, 2022, with rules
applying to all platforms from February 2024, and earlier
for VLOPs starting August 2023. 
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EU Artificial
Intelligence Act
(AI Act)

Scope: Applies to all AI systems placed on or used within
the EU market, including those developed outside the EU
but used within its jurisdiction. 

Obligations: High-risk AI systems must include human
oversight, ensure data governance, and conduct human
rights impact assessments. 

Transparency: Providers must maintain detailed technical
documentation and ensure transparency in the operation of
AI systems, especially those categorized as high-risk. 

Enforcement: National Supervisory Authorities and the
European AI Office enforce compliance, with fines of up to
6% of global turnover for violations. 

Timeline: The AI Act entered into force on August 1, 2024,
with gradual implementation over the next 6 to 36 months
depending on the AI system's risk level. 
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Australia Modern
Slavery Act 2018

Scope: Targets companies with an annual consolidated
revenue of over AUD 100 million, requiring them to address
modern slavery risks within their operations and supply
chains. 

Obligations: Annual submission of a Modern Slavery
Statement detailing the risks of modern slavery, actions
taken, and the effectiveness of these measures. 

Transparency: Statements must be publicly available,
enhancing accountability and stakeholder engagement. 

Enforcement: Oversight by the Minister for Home Affairs,
with penalties including reputational damage and legal
consequences for non-compliance. 

Timeline: The Act came into effect on January 1, 2019, with
annual reporting required. 
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Global Reporting
Initiative (GRI)
Standards 

Scope: Applicable to any organization globally, regardless of
size, sector, or location, aiming to report on their ESG
impacts, with a strong emphasis on social factors. 

Obligations: Organizations must report on a wide range of
social metrics, including labor practices, human rights,
community engagement, and socioeconomic compliance. 

Transparency: The GRI Standards enable consistent and
transparent reporting, allowing stakeholders to assess and
compare organizational performance. 

Benchmarking: Provides a framework for organizations to
benchmark their social performance against others,
fostering accountability. 

Voluntary Adherence: While adherence is voluntary,
stakeholders often enforce compliance by holding
organizations accountable for their disclosures. 
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SEC Regulations
on the Social
Aspect of ESG

Scope: Applies to all companies under the jurisdiction of the
U.S. Securities and Exchange Commission, focusing on
human capital management, diversity, and inclusion. 

Obligations: Companies must disclose comprehensive
information on workforce demographics, human capital
management, and diversity initiatives. 

Consistency: Emphasizes standardized and comparable
disclosures across companies to enhance investor decision-
making. 

Enforcement: Monitored by the SEC’s Climate and ESG
Task Force, with penalties for non-compliance including
fines and legal consequences. 

Timeline: Enhanced requirements started with the 2020
updates, with the latest recommendations implemented
following the IAC's September 2023 guidance. 
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California
Transparency in
Supply Chains Act
(2010)

Scope: Targets large retailers and manufacturers doing
business in California with annual worldwide gross receipts
exceeding $100 million. 

Obligations: Requires companies to disclose their efforts to
eradicate slavery and human trafficking from their direct
supply chains for tangible goods offered for sale. 

Transparency: Companies must provide this information on
their websites, detailing the extent of their monitoring and
verification processes for supply chain compliance. 

Enforcement: The California Attorney General is
responsible for enforcement, with potential civil penalties
for non-compliance and significant reputational risks. 

Timeline: The Act has been in effect since January 1, 2012,
with ongoing annual compliance expected. 

Preparing for the Future of Social Responsibility 

As the landscape of social responsibility evolves, these regulations are not just about compliance—
they're about preparing for the future. Each regulation discussed in this chapter signals a broader shift
towards a more accountable and transparent business environment. Companies that embrace these
changes are not only meeting today’s standards but are also setting themselves up for future success.
 
Looking ahead, the companies that will thrive are those that recognize the value of integrating social
responsibility into their core strategies. By understanding and adhering to these regulations,
businesses can build a solid foundation for long-term growth, foster stronger relationships with
stakeholders, and contribute positively to society. 

In the end, these regulations aren’t just a map for navigating today’s challenges—they’re a blueprint
for building a better, more sustainable future. As we move forward, it’s clear that social responsibility
isn’t just a trend; it’s a fundamental part of what it means to be a successful, respected company in the
modern world. 
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When you think about ESG (Environmental, Social, and Governance), what comes to mind first? Most
likely, it’s climate change initiatives or governance practices like executive pay and board diversity.
These elements are crucial, but there's another pillar that's equally important yet often overlooked:
Social. 

Despite its importance, Social issues frequently get sidelined in ESG discussions. According to the ESG
Global Study 2022, a staggering 41% of ESG investors feel that social issues are overshadowed by the
intense focus on climate change. While attention on the Environmental component increased from 44%
to 47% in the past year, the Social pillar's share remained stagnant. This imbalance can have serious
consequences—not just for society, but for the companies that ignore these issues. 
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Chapter 3: The Neglect of Social in ESG Reporting 

Global Europe North America Asia-Pacific

Environmental

Social

Governance

What percentage of your ESG focus is, or would be allocated to these three segment?
Data may not equal 100% due to rounding.

2022

%Mean
Source: https://corpgov.law.harvard.edu/2022/06/17/esg-global-study-2022/

Why Social Gets Neglected 

So, why does Social tend to fade into the background? Here are a few key reasons: 

Social impact is inherently more complex and qualitative than environmental metrics like
carbon emissions. According to a Harvard Business Review article, traditional methods of
measuring social impact often fall short, leading to underreporting and undervaluation of
social initiatives. Unlike environmental factors, which can often be quantified in
straightforward terms, social metrics require a more nuanced approach that includes both
qualitative and quantitative elements.

Quantification Challenges:

https://corpgov.law.harvard.edu/2022/06/17/esg-global-study-2022/
https://corpgov.law.harvard.edu/2022/06/17/esg-global-study-2022/
https://corpgov.law.harvard.edu/2022/06/17/esg-global-study-2022/
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Expert Insights 

Experts are increasingly sounding the alarm about the risks of ignoring Social factors. A recent Harvard
Business Review article emphasizes that succeeding at the Social part of ESG requires not just
commitment, but a rethinking of how social impacts are measured and communicated. This sentiment
is echoed by many in the industry, who see the neglect of Social issues as not just a missed
opportunity, but a potential liability for companies that fail to address them proactively . 

Looking Ahead: What Happens When Companies Ignore Social 

In this chapter, we've explored why the Social aspect of ESG often gets overlooked and the risks this
poses. But what happens when companies really drop the ball on Social issues? In one of the upcoming
chapters, we’ll dive into real-world examples of what it costs big organizations when they ignore the
Social pillar in ESG. These stories will reveal just how high the stakes are and why no company can
afford to neglect Social. 

Historically, environmental regulations have taken precedence, especially as global efforts to
combat climate change have intensified. As noted by Deloitte, this focus on environmental
compliance has often led companies to allocate more resources to the Environmental pillar,
with Social considerations becoming secondary. Companies have found it easier to measure
and report on environmental impacts than to tackle the more complex and less regulated
social factors 

Even though awareness of Social factors is growing, many investors still prioritize
environmental issues due to their more immediate financial implications and clearer
reporting standards. As a result, Social issues often take a back seat, even though they can
be just as critical to a company’s long-term success. Investors may struggle to assess the
impact of social initiatives in a way that’s as straightforward as evaluating environmental
data, further contributing to the neglect of Social in ESG reporting.

Regulatory Pressures:

Investor Perceptions: 

https://corpgov.law.harvard.edu/2022/06/17/esg-global-study-2022/
https://corpgov.law.harvard.edu/2022/06/17/esg-global-study-2022/
https://www.deloitte.com/global/en/services/audit/blogs/environment-social-and-governance-considerations-corporate-reporting-and-assurance-basics.html


After exploring why Social issues are often neglected in ESG discussions, let’s shift gears and unpack
the Social component in a more actionable way. Imagine stepping into a fictional boardroom meeting at
a forward-thinking company, where the C-suite is gathered to discuss how to better integrate Social
criteria into their operations. The focus is on enhancing Employee Relations, Diversity and Inclusion,
and Human Rights, all while aiming to make Social responsibility a core part of their business strategy. 

While this boardroom setup is fictional, the insights and takeaways shared in this chapter are backed
by real-world data. Every point comes with practical examples of how leading organizations are
addressing Social challenges, offering valuable lessons for any company looking to strengthen its Social
impact. 

14

Chapter 4: Unpacking the Social Component

Key Takeaways: 

So, why does Social tend to fade into the background? Here are a few key reasons: 

Employee Relations: Building a Loyal, Productive Workforce 

Takeaway: Invest in fair
wages, safe working
conditions, and robust
training to increase
productivity and reduce
turnover.

Explanation: Happy employees are the backbone of any
company. Companies that prioritize their workforce by
ensuring safe working environments and offering growth
opportunities see tangible benefits. Studies show that
engaged employees are more productive, reducing
turnover by up to 24% in high-turnover industries (Gallup,
2023). Focusing on this element directly impacts long-term
success and employee loyalty. 

Diversity and Inclusion (DEI): A Strategic Must-Have 

Takeaway: Implementing
DEI programs isn’t just
ethical—it boosts
innovation and employee
loyalty.

Explanation: Diversity isn’t just about numbers, and
inclusion is about ensuring everyone feels they belong.
Companies with strong DEI programs see a 27% increase in
employee loyalty (2024 Edelman Trust Barometer). By
fostering diverse and inclusive workplaces, companies
build stronger teams that bring a range of perspectives and
ideas, ultimately driving innovation and better decision-
making. 

https://www.gallup.com/workplace/349484/state-of-the-global-workplace.aspx
https://www.edelman.com/sites/g/files/aatuss191/files/2024-09/2024%20Edelman%20Trust%20Barometer%20Special%20Report%20Trust%20at%20Work_Final.pdf
https://www.edelman.com/sites/g/files/aatuss191/files/2024-09/2024%20Edelman%20Trust%20Barometer%20Special%20Report%20Trust%20at%20Work_Final.pdf
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Community Engagement: Strengthening Local Relationships 

Takeaway: Investments
in local communities not
only fulfill corporate
social responsibility but
also build brand loyalty. 

Explanation: Community engagement is a two-way street.
Companies that give back to their communities—whether
through education, healthcare, or local infrastructure—
create a positive impact beyond just profits. This translates
into stronger community support and, as a result, better
long-term operational success. Businesses with strong
local ties are often perceived as partners rather than
profit-driven entities. 

Customer Relations: Earning and Keeping Consumer Trust 

Takeaway: Prioritize
ethical marketing,
product safety, and data
privacy to maintain high
customer satisfaction. 

Explanation: Today’s consumers expect more than just
quality products—they demand transparency and ethical
practices. Companies that prioritize customer well-being
through ethical marketing and data protection can build
stronger, more lasting relationships. According to Gallup,
companies that focus on ethical customer relations
experience a 10% higher customer satisfaction rating. This
means fewer PR crises and more customer loyalty. 

Human Rights in Supply Chains: Ensuring Ethical Sourcing 

Takeaway: Ethical supply
chains not only comply
with legal requirements
but build trust with
stakeholders. 

Explanation: In a global marketplace, supply chains can be
vast and difficult to manage. But failing to ensure that
human rights are upheld throughout the supply chain can
lead to reputational damage. According to the International
Labour Organization, 50 million people worldwide are in
modern slavery, underscoring the importance of audits and
transparent supply chain management. Being proactive in
this area strengthens a company's reputation as ethical
and trustworthy. 

https://www.gallup.com/workplace/349484/state-of-the-global-workplace.aspx
https://www.ilo.org/resource/news/50-million-people-worldwide-modern-slavery-0
https://www.ilo.org/resource/news/50-million-people-worldwide-modern-slavery-0


Following the insights shared during the previous boardroom meeting, the leadership team now
focuses on making Social responsibility a central pillar of the company’s overall strategy. This isn’t just
about reacting to regulations—it’s about using Social factors as a driver of innovation, brand loyalty,
and long-term success. 

While this discussion is a fictional setup, the strategies and examples provided here are based on real-
world case studies and data. In this chapter, we’ll explore how companies can leverage Social factors
like DEI, employee engagement, and community relations to create tangible value and secure a
competitive edge. The takeaways shared are backed by proven results from industry leaders, offering
practical ways for your organization to integrate Social into its core business strategy. 

16

Chapter 5: The Strategic Importance of Social

Key Takeaways: 

Employee Engagement: The Key to Unlocking Productivity 

Takeaway: Engaged
employees increase
productivity and
profitability. 

Explanation: It’s no secret—happy employees perform
better. Research from the 2024 Edelman Trust Barometer
shows that engaged employees contribute to a 20% boost
in productivity and a 21% rise in profitability. To achieve
this, businesses must invest in DEI, training, and well-
being initiatives. A workforce that feels valued and
supported will deliver results that benefit both the bottom
line and corporate culture.

Brand Reputation: Building Trust Through Social Responsibility 

Takeaway: Social
responsibility boosts
brand loyalty and
consumer trust. 

Explanation: Consumers today expect more than just a
product—they expect companies to take a stand on social
issues. Nielsen reports that 66% of consumers are willing
to pay more for products from socially responsible brands.
Social initiatives—such as DEI and fair labor practices—
aren’t just about being ethical; they’re about differentiating
your brand and creating deep, lasting customer loyalty. 
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Risk Mitigation: Protecting the Company Through Social Policies 

Takeaway: Proactive
Social policies help avoid
legal risks and protect
reputation. 

Explanation: Compliance with Social regulations, including
DEI and labor laws, isn’t just about avoiding fines—it’s
about safeguarding your brand and operations. The
financial risks of non-compliance are staggering, with fines
exceeding $1 trillion across industries (Violation Tracker).
Companies that stay ahead of regulations by proactively
managing Social responsibilities protect their long-term
stability. 

Competitive Advantage: Social Responsibility as a Market Leader 

Takeaway: Leading in
Social responsibility helps
attract top talent and
boost market presence. 

Explanation: In a crowded market, excelling in Social
responsibility sets companies apart. Whether it’s a
commitment to diversity or ethical supply chain
management, these factors draw top talent and attract
customers. Companies that prioritize Social issues stand
out to consumers and investors alike, creating a
competitive edge that translates to long-term success. 

Investor Attraction: Social Criteria as a Differentiator 

Takeaway: Investors are
increasingly valuing Social
criteria in decision-
making. 

Explanation: Social performance has become a key factor
for many investors, especially post-pandemic. According to
MSCI, companies that perform well in Social criteria can
outperform lower-scoring peers by up to 60%. Investors
are looking for companies that go beyond environmental
factors and governance—they want to see businesses
that truly care about the people behind their operations. 



Labor Violations and Industry-Wide Penalties 

According to Violation Tracker, over 650,000 civil and criminal cases have been
recorded for violations related to labor and employment laws. These cases have
resulted in more than $1 trillion in total penalties. The violations range from
wage theft to unsafe working conditions, showcasing the financial risk of
neglecting Social criteria. 

Example: Child Labor Violations in the Food Industry 
In 2018, a prominent food processing company was fined $1.5M for employing
minors in hazardous conditions, a clear violation of child labor laws. This
violation not only attracted a large fine but also put the company under a
spotlight of negative public attention, illustrating the cascading impact of failing
to meet basic labor standards. 

DEI Non-Compliance: A Growing Risk 

Beyond labor violations, DEI non-compliance is becoming a significant risk. In
2019, Uber agreed to pay $4.4 million to settle allegations of systemic sexual
harassment and retaliation within the company. As DEI becomes more
embedded in regulatory frameworks, companies ignoring these aspects face
increasingly high fines and scrutiny. 

What Happens Next? 

When regulators start paying attention, it doesn't end with a single fine.
Companies can face audits, additional investigations, and sanctions that can
limit operations, making expansion, innovation, and securing government
contracts difficult. 

Part 2 

After exploring the strategic importance of the Social pillar, it’s important to address what happens
when organizations fail to prioritize it. Ignoring the Social aspect of ESG is not a neutral decision; it can
have significant, long-lasting repercussions. From hefty regulatory penalties to a damaged reputation
and even financial instability, the cost of inaction is high. This chapter will walk you through these
consequences and offer insights on how neglecting Social responsibility can undermine a company's
long-term success. 
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Chapter 6: Consequences of Ignoring the Social Aspect

Regulatory Penalties: The Price of Non-Compliance

When companies fail to meet Social obligations, the first and most immediate consequence is
regulatory action. Governments worldwide are enforcing stricter regulations around labor practices, DEI
reporting, and human rights compliance, and penalties for non-compliance are becoming increasingly
severe. 

https://violationtracker.goodjobsfirst.org/
https://abcnews.go.com/Politics/labor-department-fines-food-sanitation-contractor-15m-child/story?id=97295033
https://abcnews.go.com/Politics/labor-department-fines-food-sanitation-contractor-15m-child/story?id=97295033
https://www.eeoc.gov/newsroom/uber-pay-44-million-resolve-eeoc-sexual-harassment-and-retaliation-charge


Public Relations Crises and Loss of Trust 

Let’s look at Walmart’s 2019 settlement over seating for cashiers. Walmart paid
$65 million to settle a lawsuit that alleged the company failed to provide proper
seating for its employees, attracting a wave of negative press. This kind of public
relations crisis not only results in financial loss but also chips away at consumer
trust. In the age of social media, these kinds of stories can go viral, with
consumers choosing to boycott the brand. 

Impact on Consumer Trust 

Consumers are no longer passive observers; they actively demand transparency
and ethical practices. The 2020 Edelman Trust Barometer showed that 56% of
consumers believe that companies prioritizing profit over people are destined to
fail. These consumers are more likely to switch brands, boycott products, and
even encourage others to do the same if a company is caught neglecting Social
responsibilities. 

Employee Morale and Talent Retention

It’s not just the public who responds to these issues—employees take notice too.
When a company is embroiled in labor or DEI scandals, employee morale suffers.
Talented individuals want to work for companies they can be proud of. When pride
turns to shame, productivity drops, and turnover spikes. Companies that fail to
prioritize DEI and Social factors risk losing top talent, making it harder to attract
new employees, particularly from younger generations who value Social
responsibility. 

Reputational Damage: The Slow Erosion of Trust 

While regulatory penalties hurt financially, reputational damage strikes at the heart of a company’s
relationship with consumers, employees, and investors. Once the media gets hold of a social failure—
whether it’s related to labor practices, DEI, or human rights—the damage can be swift and far-
reaching. 
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https://finance.yahoo.com/news/walmart-pay-65-million-settle-lawsuit-over-seating-121125464--finance.html
https://finance.yahoo.com/news/walmart-pay-65-million-settle-lawsuit-over-seating-121125464--finance.html
https://www.edelman.com/trust/2020-trust-barometer
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Financial Impacts: The True Cost of Ignoring Social 

Investor Divestment and Loss of Confidence 

The financial implications of neglecting Social factors go well beyond the immediate costs of penalties
and fines. Over time, these failures can disrupt operations, diminish access to capital, and damage
investor relations. 

Investors are increasingly incorporating Social criteria into their decision-making
processes. A company embroiled in social controversies can see a sharp decline in
investor confidence, often resulting in divestment. Socially conscious investors are
quick to withdraw their funds from companies perceived as unethical. This loss of
confidence can lead to a significant drop in stock prices, making it difficult to raise
capital for future growth. 

Case Example: Apparel Industry Supply Chain Scandal 

In 2018, a multinational apparel company faced a major scandal when reports
surfaced about poor labor practices in its supply chain. Major institutional
investors divested, leading to a steep drop in the company’s stock price. It took
years—and significant public relations efforts—for the company to begin
rebuilding its reputation and regaining investor trust. 

Operational Disruptions and Increased Costs 

The fallout from ignoring Social responsibilities doesn’t stop with fines or stock
prices. Companies often find themselves facing significant operational disruptions: 

Legal Fees and Settlements: Defending against lawsuits related to labor
violations or discrimination can cost millions. 

Employee Strikes and Protests: Disregard for worker rights or failure to
prioritize DEI can lead to strikes and protests, halting production and causing
delays. 

Supply Chain Interruptions: Ethical lapses within the supply chain can lead to
the termination of key supplier relationships, resulting in sourcing issues and
further operational complications. 

Cost of Retrospective Compliance 

Implementing compliance programs after the fact is not only more expensive but
also less effective. Companies that don’t proactively manage Social issues often
end up spending far more trying to fix problems once they’ve escalated. 

https://laborrights.org/releases/workers-reveal-poverty-wages-and-labor-law-violations-hm%E2%80%99s-supply-chain


The Amplified Risks of Ignoring DEI 

Legal and Financial Risks 

Neglecting Diversity, Equity, and Inclusion (DEI) further amplifies these risks. As DEI becomes a central
part of regulatory and societal expectations, companies that fail to embrace it can face intensified
consequences. 

Discrimination lawsuits can drag on for years, and regulatory bodies are cracking
down on non-compliance with equal opportunity laws. In addition to lawsuits,
non-compliant companies face hefty fines that can severely impact their financial
stability. 

Reputational Harm and Public Backlash 

In today’s hyper-connected world, it only takes a few hours for a DEI scandal to
become public knowledge. Social media can turn a small incident into a global
conversation about your company’s values—or lack thereof. Once that happens,
regaining the trust of consumers and investors is a long and costly process.

Talent Drain and Recruitment Challenges

Employees today, particularly younger generations, care deeply about Social
responsibility. A lack of DEI initiatives doesn’t just hurt a company’s public image
—it makes it difficult to retain and attract the best talent. High turnover rates lead
to the loss of institutional knowledge, and recruitment efforts become more
expensive and less effective. 
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Preventative Measures: Turning Risks into Opportunities
The good news? Many of these risks are preventable with proactive management and a commitment
to Social responsibility. 

Social Practice Enhancements

Stakeholder Engagement
Building strong relationships
to understand diverse
perspectives

Regular Audits
Conducting systematic
reviews to ensure compliance
and identify improvements

Third-Party Assessments
Engaging independent
evaluators to provide
unbiased feedback

Transparency
Sharing progress and
challenges openly to build
trust

Neglecting the Social pillar of ESG can lead to severe regulatory penalties, reputational damage, and
financial losses. By understanding these risks and proactively managing Social responsibilities,
companies can not only avoid costly consequences but also unlock new opportunities for growth and
success. Prioritizing the Social aspect of ESG is not just a matter of ethics—it’s a business imperative
that ensures long-term viability and competitive advantage. 

Regular Audits and Compliance Checks:
Ensure that labor practices and DEI policies are regularly reviewed and
updated to meet evolving regulatory standards. 

Third-Party Assessments: 
Bringing in independent organizations to assess your company’s Social
practices can help identify areas for improvement and build trust with
stakeholders. 

Transparency and Open Communication:
Build trust by openly reporting on Social initiatives, progress, and
challenges. 

Strong Stakeholder Relationships:
Engage with employees, customers, investors, and communities to
understand their concerns and expectations. 



Let’s face it: social responsibility is no longer optional—it’s essential. In today’s world, where
transparency is not just appreciated but expected, embedding Social considerations into your ESG
reporting isn’t just about compliance—it’s about building trust and ensuring long-term success.
Investors, customers, employees, and communities are all watching, so why not show them you’re
taking Social issues seriously? 

Developing a Social Reporting Strategy 

Assessing Material Social Issues 

It’s not enough to say you care about social responsibility. You need a clear, actionable strategy for
Social reporting. A well-designed Social reporting strategy helps identify, manage, and communicate
the key Social issues relevant to your business. This isn’t just about ticking boxes; it’s about building
credibility with your stakeholders. 

Every company operates within its unique context, and understanding the Social issues most relevant
to your business is crucial. That’s where materiality assessments come in—they help you highlight
which social issues (labor practices, diversity, human rights, etc.) have the most significant impact on
your business and its stakeholders. 

Here’s how to get started: 
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Chapter 7: Integrating Social into ESG Reporting

Think about your own company first—policies, operations, and past incidents. Are
there gaps in DEI? Are labor practices up to standard? What about human rights in
your supply chain? 

Identify Social Issues: 

Social responsibility isn’t just about meeting legal requirements; it’s about aligning
with your stakeholders' values. Surveys, interviews, and focus groups with
employees, customers, suppliers, and investors help you figure out what’s
important to them. According to the Edelman Trust Barometer, companies that
actively engage their stakeholders report a 10% increase in stakeholder trust. 

Engage Stakeholders: 

Once you’ve gathered feedback, prioritize Social issues based on their financial,
operational, and reputational impact. For instance, if diversity, equity, and
inclusion (DEI) are identified as key concerns for both internal and external
stakeholders, make sure DEI becomes a central part of your reporting strategy. 

Prioritize Issues: 

https://www.edelman.com/trust/2023/trust-barometer


Strategies to Engage Effectively: 

Successful Social reporting requires open communication and collaboration with stakeholders. Regular
engagement not only builds trust but ensures your social initiatives are meaningful and impactful.
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Stakeholder Engagement: Building Strong Connections 

Don’t wait for a crisis to talk to your stakeholders. Regular town halls, webinars,
and Q&A sessions allow employees, customers, and other key stakeholders to
discuss Social initiatives and share feedback. 

Open Dialogue: 

Set up suggestion boxes, surveys, and even hotlines where stakeholders can voice
concerns or ideas about your company’s social impact. This also makes sure that
Social concerns are addressed in real-time. 

Feedback Channels: 

Partner with NGOs, community groups, and industry associations to create
meaningful Social programs. This ensures your social responsibility efforts are
aligned with global standards and community expectations. 

Collaborative Initiatives: 

When Unilever developed its Sustainable Living Plan, it made stakeholder
engagement a top priority. By gathering input from consumers, employees, and
NGOs, Unilever built a strategy that resonated with key social priorities, boosting
employee morale and consumer trust. This collaborative approach is one of the
reasons why Unilever is seen as a global leader in sustainability. 

Case Example: 



Global Reporting Initiative (GRI): Setting the Benchmark for Social Reporting 

For Social reporting to be taken seriously, it must align with globally accepted frameworks. Using well-
established reporting frameworks like Global Reporting Initiative (GRI), Sustainability Accounting
Standards Board (SASB), and International Integrated Reporting Council (IIRC) ensures your Social
reporting meets international best practices and investor expectations. 

The GRI Standards are the most widely used framework for sustainability reporting worldwide. They
provide structured guidance on reporting Social impacts such as labor practices, diversity, and
community engagement. 
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Aligning with Global Standards 

The GRI 400 Series focuses on Social topics like human rights and community
engagement, making sure companies are transparent about the ways they impact
society. 

Comprehensive Coverage: 

The modular structure of GRI allows companies to tailor their reports to focus on
the standards that are most relevant to their business and stakeholders. 

Modular Approach: 

According to the 2020 KPMG Survey, 73% of the world’s largest 250 companies
use GRI for sustainability reporting, proving it’s the global benchmark. 

Fact Highlight: 

Sustainability Accounting Standards Board (SASB): Industry-Specific Social
Metrics

SASB provides industry-specific standards focusing on Social issues that are financially material,
helping companies communicate how their Social performance impacts their financial condition. 

SASB’s standards focus on issues that investors care about, ensuring alignment
between your Social reporting and investor expectations. 

Investor-Centric Approach: 

Using SASB standards, you can benchmark your Social performance against peers,
giving investors a clearer picture of how well your company manages Social risks. 

Comparability: 

More than 50% of investors find SASB standards useful for investment decision-
making, according to the 2020 SASB Investor Survey. 

Investor Usage: 

https://assets.kpmg.com/content/dam/kpmg/lk/pdf/2020/12/the-time-has-come-survey-of-sustainability-reporting.pdf
https://www.globalreporting.org/media/mlkjpn1i/gri-sasb-joint-publication-april-2021.pdf#:~:text=The%20SASB%20Standards%20identify


The IIRC’s Integrated Reporting Framework connects Social and financial reporting, showing how Social
initiatives contribute to long-term value creation. 

Transparency and Disclosure: Building Trust Through Clarity 

Transparency is at the heart of any credible Social report. Your stakeholders—whether investors,
employees, or consumers—want to see what’s really happening behind the scenes. By being
transparent, you build trust and deepen relationships. 
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International Integrated Reporting Council (IIRC): Integrating Financial and
Social Reporting 

By integrating Social and financial performance, companies demonstrate how their
Social initiatives impact value creation over time. 

Strategic Insight: 

The framework provides a cohesive story about how a company’s Social strategies
interact with its financial capital, human capital, and intellectual capital, giving
stakeholders a clear view of how Social responsibility drives long-term success. 

Narrative Clarity: 

Best Practices for Transparent Social Reporting:

void jargon and technical terms. Reports should be easily understood by all
stakeholders, from the factory floor to the boardroom. 

Clear Language: 

Don’t just focus on the wins. Talk about your challenges and where you need to
improve. Being open about weaknesses builds credibility. 

Balanced Reporting: 

A global food company provides annual updates on its progress toward
eliminating child labor in its supply chain. By being transparent about both
achievements and setbacks, the company earns the trust of its stakeholders while
clearly communicating its ongoing commitment to Social responsibility. 

Example: 

Use infographics, charts, and graphs to make complex data more digestible.
Visualizing Social impact allows stakeholders to grasp the significance of your
efforts quickly. 

Visual Aids: 



Case Examples: Companies Leading in Social Reporting 

When Microsoft launched its Global Skills Initiative in June 2020, it aimed to help 25 million people
worldwide acquire digital skills. This initiative is aligned with Sustainable Development Goal (SDG) 4,
which promotes quality education. Microsoft provided free access to learning platforms like LinkedIn
Learning, helping job seekers gain in-demand skills. 

Impact: 

By the end of 2020, the initiative had reached over 30 million people across
249 countries. 

This program not only enhances employability but also supports economic
recovery by focusing on populations in need of upskilling, such as women,
displaced workers, and low-income communities. 

More about the initiative: Microsoft Global Skills Initiative 

KEA has already installed around 1 million solar panels and has begun offering
affordable home solar solutions to customers, allowing them to reduce their
carbon footprints. 

Impact: 

IKEA is committed to achieving 100% renewable energy across its operations by 2025, aligning with
SDG 7: Affordable and Clean Energy. With an investment of €2.5 billion in renewable energy projects,
IKEA has installed solar panels on its stores and wind farms in 14 countries. 

IKEA’s Efforts for Affordable and Clean Energy (SDG 7) 

Microsoft’s Commitment to Quality Education (SDG 4) 

More about the initiative: IKEA Sustainability Report 
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https://blogs.microsoft.com/blog/2020/06/30/microsoft-launches-initiative-to-help-25-million-people-worldwide-acquire-the-digital-skills-needed-in-a-covid-19-economy/
https://query.prod.cms.rt.microsoft.com/cms/api/am/binary/RE4GSkV
https://www.ikea.com/in/en/files/pdf/ef/18/ef183578/ingka-group-annual-summary-sustainability-report-fy20.pdf


Implementing Social Reporting: Setting Goals and Targets 

When it comes to Social reporting, just saying you're going to make an impact isn't enough. You need
clear, actionable goals that are realistic and measurable. That's where SMART goals come in—Specific,
Measurable, Achievable, Relevant, and Time-bound. SMART goals make sure that your Social
initiatives are not just about good intentions, but about real, lasting change. 

Why SMART Goals Matter 

SMART goals aren’t just corporate jargon—they’re the roadmap that keeps your
Social initiatives on track. They help you set clear priorities and allow everyone, from
the boardroom to the frontline workers, to see exactly where the company is
headed and how you'll get there. 

Let’s break it down: 

Specific: Don't just say "improve diversity." Be clear: "We will increase female
representation in leadership by 20% over the next two years." Now that's a goal
you can visualize and work toward. 

Measurable: Set targets you can track. For example, what percentage of
leadership roles are held by women today, and how will you track progress?
Measure it with hard data—percentages, employee surveys, or new hire
reports. 

Achievable: It’s important to dream big, but keep it grounded. If your goal feels
impossible from the start, it’s going to demotivate your team. So, aim high, but
make sure the resources are there to back it up. 

Relevant: Make sure your goals align with your broader business strategy. You
don’t want to go off on a tangent. For example, if your company’s mission is
sustainability, focus your Social goals on community projects or labor practices
tied to that mission. 

Time-bound: Every goal needs a deadline. Whether it's six months or two years,
setting a timeframe ensures you stay focused and don't keep pushing things
off. 
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Case Example: Coca-Cola’s 5by20 Initiative 

 great example of setting clear, time-bound goals is Coca-Cola’s 5by20 initiative. They didn’t just say
they wanted to support women in business—they set a very specific target: to economically empower
5 million women entrepreneurs by 2020. 

They partnered with local NGOs, government organizations, and other stakeholders to provide training,
mentorship, and financial services to women across 100 countries. Not only did they meet their goal,
they exceeded it, helping over 6 million women globally. 

These weren’t just feel-good stories; this initiative had real, measurable outcomes. Women gained
financial independence and used their success to invest back into their communities, improving
healthcare and education for their families. 

Impact: 

Empowerment: Women who participated in the program gained confidence
and the business skills they needed to succeed. 

Community Development: These empowered women became pillars of their
communities, driving broader social change by investing in education and
healthcare for the next generation. 

Want to learn more? Check it out: Coca-Cola 5by20 Initiative 

Data Collection and Management: Ensuring Accuracy and Reliability 

Once you’ve set your goals, it’s time to gather the data that will track your progress. Reliable, accurate
data is the backbone of credible Social reporting. If you can’t back up your claims with data, you’re going
to lose trust quickly. 

Best Practices for Collecting Social Data: 

Integrated Systems: You need the right tools to manage data collection. ESG
reporting software can help you keep everything centralized and consistent,
reducing human error and keeping everyone on the same page. 

Quality Assurance: Want to make sure your numbers are solid? Use third-party
verification and regular audits to keep things clean. It’s not enough to say,
“We’re doing great!” without proving it with verified data. 

Leverage Technology: In this day and age, why not let AI and data analytics do
the heavy lifting? Technology can help process vast amounts of data, uncover
patterns, and help you measure real-time progress. 
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https://www.coca-colacompany.com/media-center/coca-cola-surpasses-5by20-goal
https://www.coca-cola.com/pk/en/about-us/faq/what-is-5by20-0#:~:text=Together%20with%20our%20partners%2C%20including,help%20women's%20lives%20and%20businesses.


Embedding Social Responsibility into Your Corporate Strategy 

To make Social responsibility stick, it needs to be part of your company’s DNA. This isn’t just a side
project—it has to be core to your business strategy. If it’s woven into your company's goals, everyone
—from the C-suite to the interns—will know it's a priority. 

Key Actions: 

Leadership Involvement: Make sure leadership is walking the walk, not just
talking the talk. When the C-suite is invested in Social goals, it’s much easier to
get the rest of the company on board. Create a board-level committee focused
on overseeing Social initiatives. 

Cross-Department Collaboration: Social initiatives can’t just sit with HR or the
sustainability team. HR, operations, marketing, and finance all need to work
together to embed Social responsibility into every aspect of your business. 

Executive Incentives: Want to make sure Social responsibility really sticks? Tie
executive bonuses to Social performance metrics. When top leaders have skin
in the game, they’ll drive the entire company forward. 

Turning Social Reporting into a Strategic Advantage 

By setting SMART goals, collecting reliable data, and making Social responsibility a key part of your
business strategy, your company can turn Social reporting into a real competitive edge. It’s no longer
just about compliance—it’s about building trust, standing out in the market, and driving real, positive
change. 

So, what are you waiting for? Get started today, and show your stakeholders that Social responsibility
is at the heart of your business’s long-term success. 
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One of the most significant challenges companies face when it comes to Social reporting is the
collection of reliable data. Unlike Environmental data, which can often be easily quantified (like CO2
emissions), Social issues such as employee well-being, workplace culture, and community engagement
are more qualitative, making them harder to measure and report with accuracy. 

A 2021 Global ESG Survey by BNP Paribas revealed that 51% of investors found the
Social aspect (the "S" in ESG) to be the most difficult to analyze and embed in
investment strategies. This difficulty arises from challenges in data collection and a
lack of standardization, making it harder to measure Social factors in a comparable
and meaningful way. 

Furthermore, the Stanford Social Innovation Review highlights that Social data is
often fragmented, with information scattered across different systems, making it
difficult for stakeholders to get a holistic view of a company’s Social impact.
Without standardized methods for data collection, businesses struggle to show
consistent progress across different Social metrics, such as labor practices, human
rights, and DEI initiative

Supporting Insight from the Field: 

Progressive Reporting: Start with the data you have and work your way up. Instead of aiming for
perfection from the start, begin by collecting key indicators like employee turnover rates, diversity
ratios, and community engagement levels, and gradually build your data collection infrastructure
as your Social strategy evolves. 

Prioritize Key Metrics: Rather than trying to measure every possible Social factor, focus on the
metrics that are most relevant to your business and stakeholders. For example, in labor-intensive
industries, prioritize worker safety and fair wages. In tech sectors, diversity, equity, and inclusion
(DEI) might be the primary focus. 

Example: 
A large manufacturing company began its Social reporting by focusing solely on worker safety
metrics, since this was an immediate concern for both employees and external stakeholders. Over
time, as the company’s data collection systems matured, it expanded to include additional Social
factors like diversity initiatives and community outreach efforts. 

How to Tackle It: 

While integrating Social factors into ESG reporting is essential, it often comes with its own set of
challenges. From difficulties in data collection to the lack of consistent global standards, companies
struggle to implement Social reporting effectively. However, as with any challenge, these hurdles offer
opportunities to innovate, improve, and deepen the impact of Social initiatives. 
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Chapter 8: Overcoming Challenges in Social Reporting

Common Obstacles: Data Collection Difficulties 

https://securities.cib.bnpparibas/app/uploads/sites/3/2021/09/bnp-paribas-esg-global-survey-2021.pdf


Lack of Standardization: Navigating Different Frameworks 
Another major hurdle is the lack of standardization across ESG frameworks. While global standards
such as GRI and SASB exist, the level of detail and metrics required can vary greatly depending on the
industry or region. This inconsistency can make it difficult to compare Social performance across
companies or benchmark progress against industry peers. 

Stick to Industry Standards: Pick the frameworks that work best for your industry. For example,
SASB might be most relevant for financial services, while GRI could be more applicable for
consumer-facing businesses. By aligning your reporting with the most relevant industry
standards, you ensure that your Social metrics resonate with your stakeholders. 

Transparency About Methodologies: Since no single framework fits all, it’s important to be
transparent about the methodologies you’re using. Explain how you’re collecting data, which
metrics you’ve prioritized, and why. Being open about your methods builds trust with investors
and stakeholders, even if your data isn’t perfect. 

Example: 
An international clothing retailer adhered to GRI’s standards while adding a few custom metrics
specific to labor practices in its supply chain. By clearly explaining why certain metrics were
chosen, the company improved its credibility and avoided confusion with investors and NGOs. 

How to Tackle It: 

Engaging the Supply Chain: Extending Responsibility 
Social responsibility doesn’t stop at your company’s doors. The supply chain is often where the most
significant risks and opportunities lie when it comes to Social reporting. Many companies struggle to
implement and monitor Social initiatives within their supply chain due to geographical distances,
cultural differences, and differing labor laws. 

Supplier Codes of Conduct: Establish clear, non-negotiable standards for your suppliers, ensuring
they meet the same Social criteria as your company. These codes should cover everything from
fair labor practices to anti-discrimination policies. 

Capacity Building and Support: Support your suppliers by offering training and resources to help
them meet your Social standards. Investing in your suppliers’ capabilities not only ensures
compliance but also leads to long-term positive outcomes throughout the supply chain. 

Case Example: 
IKEA, known for its commitment to sustainability, works closely with its suppliers to ensure
compliance with labor and environmental standards. By implementing a Code of Conduct for
suppliers and offering resources to improve their Social practices, IKEA not only safeguards its
brand but also enhances working conditions across its supply chain. 

How to Tackle It: 
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Solutions and Tools: Technology to the Rescue 

Technology can play a significant role in overcoming the challenges of Social reporting. From data
management software to AI-driven insights, technological solutions can help companies streamline the
reporting process and improve the accuracy of their Social impact measurements. 

ESG Reporting Software: There are a variety of software tools that can automate the collection,
analysis, and reporting of Social data. These tools integrate with HR systems and other platforms
to pull data directly, reducing human error and increasing efficiency. 

AI and Data Analytics: By using AI, companies can analyze vast amounts of Social data to detect
patterns, identify trends, and predict future challenges. Data analytics tools can also measure the
effectiveness of Social initiatives in real-time. 

Example: 
A multinational corporation used ESG reporting software to automate data collection, integrating
information from its global operations. This enabled the company to produce accurate, consistent
reports that were verified by third-party auditors, giving it a competitive edge in Social
transparency. 

How to Tackle It: 

Continuous Improvement: A Cycle of Progress 

Social reporting is not a one-time exercise. It’s a continuous cycle of improvement, requiring companies
to review, adjust, and refine their strategies based on the data collected and feedback received. 

Regular Reviews: Conduct annual or semi-annual reviews of your Social performance. Use the data
you’ve gathered to assess how well you’re meeting your SMART goals and where adjustments are
needed. 

Feedback Mechanisms: Don’t just rely on numbers—engage your stakeholders. Collect feedback
from employees, customers, and suppliers. Their input can help you identify areas for improvement
and uncover new opportunities for growth. 

Case Example: 
Microsoft’s Global Skills Initiative, which aimed to upskill 25 million people worldwide, included
regular feedback loops from participants. By incorporating feedback and adjusting the training
programs based on user input, Microsoft exceeded its original target and reached over 30 million
people globally. 

How to Tackle It: 
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As we wrap up this exploration of Social in ESG, it's clear that this isn’t just a passing trend—it’s the
new standard for sustainable business. Over the course of the last nine chapters, we've dug into
everything from the foundational aspects of Social to the consequences of neglecting it and the value it
creates when done right. But now, as we look forward, the question remains: Where do we go from
here? 

The world is changing rapidly, and so are the expectations surrounding Social factors. Consumers,
investors, employees, and communities are all demanding more transparency, action, and
accountability. It's no longer enough to focus on Environmental and Governance aspects—companies
that fail to prioritize Social responsibility risk being left behind. So, what does the future hold for Social
in ESG? Let’s dive in. 

Chapter 9: The Future of Social in ESG

Key Trends: The Growing Importance of Social Issues 

Diversity, Equity, and Inclusion (DEI) 

DEI is no longer just about compliance or checking boxes—it’s a business
imperative. Companies that prioritize DEI are seeing benefits like increased
innovation, better employee engagement, and improved financial performance.
Research shows that organizations with more diverse teams are 35% more likely to
outperform their peers【source: S&P Global Insights】. 

For example, Salesforce ties executive bonuses to DEI goals and publicly shares
progress reports on their inclusion efforts. This kind of transparency doesn’t just
build trust—it attracts top talent and fosters a positive workplace culture. 

Worker Well-being 

The COVID-19 pandemic put a spotlight on the importance of employee well-being,
and that focus is here to stay. Workers are increasingly prioritizing employers who
value their mental and physical health. Companies are responding by introducing
flexible work policies, mental health support, and wellness programs to ensure their
employees are healthy and engaged. 

Example: A global financial institution recently launched a mental health initiative,
offering employees access to therapy services, wellness apps, and stress
management workshops. Not only did this boost employee engagement, but it also
improved productivity and reduced turnover. 
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The future of Social in ESG is driven by a few key trends that are reshaping the way companies think
about their role in society: 



Elevating Social: The Future Path 

The focus on Social responsibility will only intensify as we move forward. For companies to truly succeed,
they must elevate Social to the same level as Environmental and Governance factors. But how do we get
there? Here are three steps that can help shift the conversation and action around Social in ESG: 

1. Consistent Reporting of Social Impact Data 
Companies can’t wait for regulators to set the standards—they need to start reporting Social impact
data now. Start measuring Social impacts, get them independently verified, and include this data in
sustainability reports and filings. When companies take the lead on data transparency, they have a hand
in shaping what the standards will be. 

2. Investors Should Demand Social Data 
Investors play a critical role in elevating Social by asking for impact data. The funds that integrate Social
data into their decision-making early will gain a competitive edge. Investors increasingly want to know:
What impact is my money having? By demanding consistent Social metrics, investors can help create a
standard that makes Social performance easier to compare across industries. 

3. ESG Rating Agencies Must Evolve 
Social data isn’t one-size-fits-all. Rating agencies and standard-setting bodies must work with
specialized Social data providers to develop taxonomies and questionnaires that capture the complexity
of Social issues. By improving how Social is evaluated, agencies can provide a clearer picture of a
company’s true value. 

Enhanced Data and Transparency: Building Trust 

Data is at the heart of this new era of Social reporting. Advancements in AI, blockchain, and other
technologies are enabling companies to collect and analyze Social data in ways that were previously
unimaginable. And as more data becomes available, companies can be more transparent about their
Social impact, building trust with consumers, investors, and regulators alike. 

Data Availability: Thanks to AI and blockchain, companies now have access to
Social metrics in real-time, from employee engagement to DEI performance. This
technology allows organizations to track complex metrics with accuracy and
transparency. 

Example: Fashion brands are now using blockchain to trace the origins of
materials, ensuring compliance with fair labor standards and giving consumers
confidence in the ethical production of their products. 

Standardization Efforts: Historically, one of the biggest challenges with Social
reporting has been the lack of standardized metrics. But that’s changing. Efforts to
create more consistent Social reporting frameworks are gaining momentum. As
standardization improves, companies will find it easier to report Social data in ways
that are comparable and transparent across industries. 
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Future Opportunities: Turning Social into a Strategic Advantage

As Social data becomes more standardized and transparent, companies can start turning their Social
responsibility efforts into a strategic advantage. 

Integration with Business Strategy: Forward-thinking companies are no longer
treating Social responsibility as a side project. Instead, they’re integrating it into
their core business strategy, recognizing that Social performance is directly linked
to long-term success. 
Example: Companies that prioritize DEI and worker well-being are seeing returns
not just in employee satisfaction but also in market share, as more consumers and
investors gravitate toward socially responsible businesses.

Value Creation: Social responsibility is increasingly being viewed as a way to create
long-term economic value. Companies that excel in DEI, worker well-being, and
community engagement are better positioned to differentiate themselves in the
market, attract socially conscious investors, and retain top talent. 

Innovative Solutions: Technology and Collaboration Leading the Way 

Technological Innovations: AI and blockchain are transforming the way companies
measure and report on Social impacts. These technologies allow businesses to
track and verify Social metrics with greater accuracy, ensuring data integrity.
Blockchain, for instance, can be used to ensure that supply chains are free from
unethical labor practices, offering a transparent view of a company’s Social
footprint. 

Collaborative Platforms: Addressing complex Social challenges requires
collaboration. New platforms are bringing together businesses, NGOs, and
governments to share resources and solutions. By working together, these groups
can address challenges like labor rights violations and community development on
a much larger scale. 
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We’ve covered a lot in the last nine chapters, but one thing is clear: Social responsibility is here to stay.
Companies that recognize the value of Social factors will be better equipped to navigate the future,
attract talent, and build trust with consumers and investors. By leveraging technology, staying
transparent, and proactively integrating Social responsibility into their core business strategies,
companies can turn Social into a powerful driver of long-term success. 
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Conclusion: The Future of Social in ESG

Key Takeaways: 

The rise of DEI and worker well-being as central components of Social strategies. 

Advancements in AI and blockchain are improving the accuracy of Social reporting. 

Standardization efforts are making Social reporting more consistent across industries. 

Investors and rating agencies are beginning to demand more Social data, and companies
need to lead the way. 

Companies that fully integrate Social responsibility into their business strategies will gain a
competitive edge in the marketplace. 

As the focus shifts from net-zero to net impact, businesses have the opportunity to drive real
change by prioritizing Social responsibility. Let’s give the markets something meaningful to value
—because the future of ESG depends on it. 


