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Introduction

Introduction:

Small and Medium-sized Enterprises (SMEs) play a significant role in the economy, and their
adoption of Environmental, Social, and Governance (ESG) practices is crucial for sustainable
growth and impact. By integrating ESG considerations into their operations, SMEs can enhance
their resilience, attract investors, and build a positive reputation.

In the following tips of MODULE 1, we will explore practical strategies for SMEs to incorporate ESG
principles into their business practices and unlock opportunities for long-term success.

We will delve into actionable strategies tailored for SMEs to effectively implement ESG principles.
These tips will cover various aspects, including how to align ESG goals with business objectives,
engage stakeholders, assess and manage ESG risks, enhance transparency and reporting, and
leverage ESG as a driver for innovation and competitiveness. By following these practical
recommendations, SMEs can not only contribute to a more sustainable and responsible business
environment but also position themselves for long-term growth and success in an increasingly
ESG-focused marketplace.

We will discuss the importance of setting clear ESG objectives, engaging with stakeholders to
understand their expectations, identifying and managing ESG risks, enhancing transparency
through effective reporting, and utilizing ESG as a catalyst for innovation and competitiveness.
These tips aim to help SMEs build resilience, attract socially responsible investors, and create a
positive impact on both society and the environment. By adopting ESG practices, SMEs can
strengthen their market position, drive sustainable growth, and contribute to a more sustainable
future.

Let's explore these strategies in more detail to empower your SME to thrive in a responsible and
forward-thinking manner.
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Tip 1: Understand the importance of ESG factors for the long-term sustainability and
success

In the current dynamic business landscape, it is critical to acknowledge the impact of
Environmental, Social, and Governance (ESG) factors in order to secure long-term viability and
prosperity.

ESG is defined by the European Commission as a framework or set of standards used to assess an
investment's and a company's ethical impact, with a focus on three main areas: environmental,
social, and corporate governance. Although the phrase “ESG” is frequently associated with
investing, stakeholders also include suppliers, employees, and customers, all of whom are
becoming more concerned with how sustainably an organisation operates, the factors cover a wide
range of concerns. By analysing and incorporating them into business operations, SMEs can
improve their standing with the public, draw in investors, reduce risks, stimulate innovation, and
promote long-term growth.

Enhance your reputation to attract investors:
Understanding and addressing ESG issues can greatly improve SMEs' standing with stakeholders,

such as clients, staff, investors, and the general public. SMEs can enhance their brand loyalty,
credibility, and trustworthiness by incorporating ESG considerations into their operations. This will
increase their market share and customer satisfaction.

Furthermore, a lot of investors now use ESG performance as a primary factor when making
decisions about their investments. SMEs with a track record of sustainability and ethical business
conduct stand a better chance of luring capital and ensuring long-term financial stability.

Mitigate ESG risks:

Environmental risks that can have a serious impact on businesses include pollution, resource
scarcity, and climate change. SMEs can lessen their risk of possible legal repercussions, regulatory
fines, and reputational harm by identifying and mitigating these risks. In a similar vein, social risks
like labour disputes, human rights abuses, and neighbourhood disputes can significantly affect how
businesses operate. In order to reduce these risks and preserve good relations with stakeholders,
SMEs should make sure that fair labour practices and responsible supply chain management are
followed.

Deloitte, a global consulting company which provides services in the fields of audit, financial
advisory, risk management, and tax services, published advice on managing and mitigating ESG
integrity risks.

Co-funded by
the European Union (AUTPOST ACADEMY




These include misleading disclosures, greenwashing, or fraud. Deloitte explains that “One
significant liability risk lies in the potential for companies to present misleading or false information
in their sustainability reporting, particularly concerning the harmful impact of their supply chains
and their own operations. This form of misleading disclosures or - under certain circumstances —
even greenwashing or fraud, can distort the true environmental performance of a company and
mislead stakeholders and investors”. This can occur if organisations are not aware of these terms
or do not understand how to carry out correct calculations. Of course, it can also occur directly by
downplaying or misrepresenting their ecological and human rights footprint to create an impression
of greater sustainability than they actually practice.

Deloitte explains this can happen through the large use of positive language, where it regards
negative impacts, or reporting great examples of sustainability achievements extensively whilst
disclosing only briefly on some of the key challenges. To mitigate these risks, Deloitte suggests
“companies should implement robust internal control systems for monitoring and verifying
sustainability-related data and information. It is essential... to conduct thorough assessments of
supply chains, engage in independent audits, and establish clear guidelines for accurate and
transparent reporting. Additionally, third-party certifications and industry standards can play a

crucial role in validating sustainability claims and reducing the potential for greenwashing,”.
More can be read at the original source at:
https://www?2.deloitte.com/content/dam/Deloitte/nl/Documents/trust/deloitte-nl-trust-managing-
and-mitigating-esg-integrity-risks-whitepaper.pdf

Drive innovation and efficiency in your organisation:

Energy efficiency, waste minimization, sustainable sourcing, and other environmental factors can
result in financial savings and resource optimisation. Moreover, through encouraging diversity and
inclusion, encouraging moral leadership, and guaranteeing open decision-making procedures,
social and governance elements can also stimulate innovation. These procedures can lead to
enhanced decision-making, a more engaged workforce, and better performance all around.
Recognizing the significance of ESG factors is essential for the long-term sustainability and success
of SMEs. To incorporate ESG factors into their business strategies, SMEs should conduct a
comprehensive ESG assessment, set clear goals and targets, engage with stakeholders, and
regularly monitor and report their ESG performance. By doing so, SMEs can not only contribute to
a more sustainable and inclusive future but also ensure their own long-term viability and success in
a rapidly changing business landscape.
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Tip 2: Create a comprehensive Corporate Social Responsibility (CSR) strategy that
aligns with your business goals

Corporate Social Responsibility (CSR) has become an integral aspect of modern business practices.
To effectively navigate this landscape, businesses must develop a comprehensive CSR strategy
that aligns with their goals and addresses material issues.

Understand the Concept of CSR:
CSR refers to a company's commitment to operating ethically and responsibly, taking into account
the impact of its actions on various stakeholders, including employees, customers, communities,
and the environment. The European Commission has defined CSR as "“the responsibility of
enterprises for their impact on society” ergo, it should be company led. It states companies can
become socially responsible by:

 integrating social, environmental, ethical, consumer, and human rights concerns into their

business strategy and operations
« following the law

Conduct a comprehensive ESG assessment:

Evaluate all of the organization's ESG opportunities and risks in detail. Surveys, focus groups, and
consultations with stakeholders can yield important insights into the substantive issues that require
attention.

Align the considerations with your business goals:

Incorporating CSR considerations into the mission, vision, and values of the organisation is
imperative. Businesses can make sure that sustainability initiatives contribute to long-term success
and profitability by coordinating CSR with business objectives.

Engage stakeholders:

Involving stakeholders guarantees that their expectations and points of view are taken into
consideration. These stakeholders include staff members, clients, suppliers, communities, and
investors. Regular communication, consultations, partnerships, and collaborations can all be used
to accomplish this involvement. Businesses can get important insights, establish trust, and get
support for their CSR initiatives by involving stakeholders.

Set clear objectives:

Developing a CSR strategy requires setting clear objectives and targets that are ‘SMART” goals:
specific, measurable, achievable, realistic, and time bound. Clear targets help monitor progress,
evaluate the effectiveness of initiatives, and ensure accountability.
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Implement, monitor, and drive change:

To assess and monitor the results of CSR efforts, businesses need to set up key performance
indicators (KPIs) which measure success compared to targets. Examples of KPIs can include
economic indicators such as profit margins or return on investment, or relating to customers such
as customer satisfaction ratings or rate of product returns. Frequent evaluations and assessments
of KPIs aid in finding gaps and adjusting to new difficulties.

Lego’s Commitment to Sustainability — an example CSR strategy

Lego’s aim is to “ensure the rights and well-being of anyone involved in the production of LEGO
products and to protect the environment for future generations,”. Lego works only with suppliers
who agree to work in a transparent way, in line with Lego’s motto ‘Only the Best is Good Enough’.
Lego explains this aids in building and maintaining long term relationships with suppliers, as well
as allows them to “reward those who strive for best practice... to build a sustainable and compliant
business and a resilient supply chain,”.

The LEGO Group has published their ‘Responsible Business Principles’ which set out expectations
for production, suppliers, and partners. It contains a total of 12 Principles under the themes of
ethics, people, children, and the environment. Lego conducts regular audits to ensure suppliers
follow the standards Lego sets internally, using their own ‘Supplier Code of Conduct’. In 2014,
Lego introduced their Engage-to-Reduce programme with its suppliers and partners, ending 2022
with 138 total organisations involved. Through working with companies on a global scale, Lego
creates cooperation within the market of its suppliers and manufacturers, spreading good practise
internationally.

More can be read at the original source of Responsible Business Principles at:
https://www.lego.com/cdn/cs/sustainability/assets/blt123637cf697b8687/1023787 LEGO Responsi
ble Business Principles 130618 FINAL.pdf

Comment:
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Tip 3: Involve stakeholders in the decision-making process regarding your ESG
initiatives.

Engaging stakeholders is a crucial aspect of successful decision-making regarding ESG initiatives.
Stakeholders, including employees, customers, suppliers, and local communities, play a significant
role in shaping the direction and outcomes of these initiatives.

Understand the importance of various stakeholders in your business:

Stakeholders are people or organisations that are either directly or indirectly impacted by an
organization's operations and have a stake in its success. Involving stakeholders in the process of
making decisions guarantees that their viewpoints, apprehensions, and proficiency are taken into
account. Stakeholder engagement that is effective increases trust and improves the overall
performance and impact of ESG initiatives.

Identify key stakeholders:

Determine the influence, interest, and potential impact of each stakeholder on the ESG initiatives,
then classify them. Employees, clients, suppliers, local communities, shareholders, regulatory
agencies, and non-governmental organisations (NGOs) are examples of stakeholders. You can use
a ‘Power-Interest Grid’ or simple table listing internal and external stakeholders.

Create a stakeholder engagement plan:

Develop a comprehensive plan outlining the objectives, methods, and timeline for engaging
stakeholders. Clearly define roles and responsibilities of all parties involved, as well as appropriate
communication channels to reach different groups effectively. Examples of what your plan may
contain include:

e Effective Communication Strategies: Regularly communicate updates, progress, and
challenges related to the ESG initiatives. Use a variety of communication channels, such as
town hall meetings, events, or social media platforms.

Providing Education and Training: Offer training courses and instructional materials to
improve stakeholders' comprehension of ESG projects. Educate people on the value and
advantages of sustainable practices. Give stakeholders the tools they need to be
knowledgeable and skilled participants in the decision-making process.

Recognizing and Rewarding Stakeholder Contributions: Set in place recognition or
incentive programmes to encourage stakeholders to actively participate in the decision-making
or feedback processes. Publicly declare the benefits that come from involving stakeholders to
engage a variety of people.
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Engaging stakeholders, including employees, customers, suppliers, and local communities, in the
decision-making process regarding ESG initiatives is crucial for their success. By understanding
their perspectives, concerns, and expertise, organizations can make informed decisions that align
with their values and goals.

Sustainable Travel — an example of a stakeholder engagement plan in practice
Sustainable Travel has been in operation for over two decades, since 2002. The organisation steers
travel and tourism into a new course: “one that leads to a healthier environment, greater economic
opportunity, social justice and the protection of natural and cultural resources”. Sustainable Travel
does this through stakeholder collaboration. Stakeholders such as local communities, external
companies, governments, and individual or group travellers are involved in the creation of
balanced tourism practice, to help achieve the UN Sustainable Development Goals.

The mission of Sustainable Travel is “To protect and conserve [the] planet’s most vulnerable
destinations by transforming tourism’s impact on nature and people,” using a unique approach of
working with and alongside communities “to ensure tourism meets local needs and protects their
natural and cultural heritage”.

Sustainable Travel has three distinct strands of their Community Engagement Plan:

e Involving residents in tourism planning: devising tourism strategies and policies that take local
interests to heart to ensure local voices are heard and that residents have a say.
Increasing local sustainability awareness: educating local tourism professionals and community
members on the importance of sustainability and how they can act as stewards.
Empowering communities to protect their ecosystems: engaging communities in conservation
efforts and providing them with the knowledge and tools to actively participate in protecting
the local wildlife and surroundings.

More can be read at the original source of Sustainable Travel’s community engagement:
https://sustainabletravel.org/our-work/community-engagement/

Comment:
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Tip 4: Adopt ISO 26000

Unlike several other well-known ISO standards, ISO 26000:2010 cannot be certified to because it
just offers guidelines rather than requirements. Rather, it aids in defining social responsibility,
assists companies and organisations in putting principles into reality, and disseminates best
practices in this area around the world. All kinds of organisations, regardless of their nature, scale,
or location, are targeted by it. After five years of negotiations amongst numerous global parties,
the standard was introduced in 2010. Its development comprised representatives of governments,
non-governmental organisations, business, consumer advocacy groups, and labour unions from all
around the world, indicating that it reflects a global agreement. While major organisations have
adopted ISO 26000, implementing these principles might be difficult for SMEs.

Familiarize yourself with the standard:

Begin by reading the ISO 26000 document (available for free on the iso.org) to gain a
comprehensive understanding of its principles, scope, and framework. Attend workshops,
seminars, or webinars conducted by industry experts or ISO-certified organizations to learn more
about ISO 26000 and its practical applications, as well as use free resources available to you
online, such as YouTube. Engage in discussions and forums with other SMEs already implementing
ISO 26000 to gain insights into their experiences and challenges.

Integrate ISO 26000 into CSR Strategy by Conducting a CSR GAP analysis:
1.Assess the SME's present CSR practices and note any deviations from ISO 26000.
2.Identify the areas that need to be improved in order of priority and create a plan on how to get
there.
3.To guarantee a comprehensive approach, include a range of staff members and departments
in the analysis.

Develop a comprehensive CSR policy:

Construct a CSR policy that fills in the gaps found and complies with the criteria of ISO 26000.
Establish precise goals, deadlines, and objectives for each component of the CSR policy. Make sure
that every employee is aware of the policy and understands it, highlighting their roles and
responsibilities in applying social responsibility policies into operation.
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Establish internal processes and structures:

Establish a CSR team or allocate specific resources to the task of putting ISO 26000 standards into
practice. To guarantee the smooth incorporation of social responsibility activities into everyday
operations, create internal processes and procedures. Using the proper metrics and indicators,
routinely track and evaluate the results of CSR projects.

Collaborate with stakeholders:

Involve stakeholders in the creation and execution of corporate social responsibility programmes.
Foster collaborations with local communities, NGOs, and other groups who embrace the values of
ISO 26000. Consult and update stakeholders on a regular basis with the status and results of the
SME's CSR initiatives.

Mr Staffan Soderberg, the Vice Chair of the ISO Working Group that developed ISO 26000,
explains that since publication, now over ten years ago, the ISO 26000 standard “has been
adopted by more than 80 countries, most of which are developing countries, and we see how it
has inspired public policy and businesses in Indonesia, Chile, India, China, Japan, the United
Kingdom, Korea, the European Union among others”.

The ISO 26000 standard offers a holistic approach and interdependence between
seven distinct factors:

1.Consumer issues

2.Community involvement and development

3.Human rights

4.Labour practices

5.The environment

6. Fair operating practices

7.0rganizational governance

Therefore, adopting ISO 26000 can place an organisation into a global supply chain, of which
companies have similar aims and mission statements; being socially responsible.
More can be read at the original source: https://www.iso.org/news/ref2599.html

Comment:
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Tip 5: Overcoming challenges in the implementation of ISO 26000

Organisations looking to align their actions with moral and socially responsible principles face a
variety of obstacles while implementing ISO 26000, a voluntary international standard that offers
guidance on social responsibility. The path to ISO 26000 compliance is fraught with difficulties,
ranging from managing the expectations of many stakeholders to incorporating sustainability
measures into current business models.

How to manage potential economic costs of ISO 26000:

Effectively managing costs during the implementation of ISO 26000 requires a strategic approach.
To begin with, carry out a comprehensive cost-benefit analysis to determine which sectors require
investment in order to maintain long-term sustainability and social responsibility. Sort projects into
priority lists according to their importance and viability; this will aid in determining the most
economical approaches to implementing ISO 26000, such as collaborating with other organisations
or making use of already-existing resources.

Encourage staff involvement and cross-functional cooperation to leverage internal knowledge and
optimise procedures, which will lead to a more successful and economical implementation. If your

organisation lacks the specialised knowledge or skills, it may be necessary to invest in training for
staff to improve their comprehension of ISO 26000 and social responsibility procedures. This would
be beneficial to carry out at the very start, to give the organisation a common baseline of
knowledge.

How to manage organisational resistance to change when implementing ISO 26000:
Start by fostering a culture of transparency and open communication to help employees
understand the reasons behind the shift towards social responsibility, highlighting the potential
benefits and competitive advantages. Describe the future state to inspire your organisation to
share in your vision and how the change will benefit careers, personal lives, and local communities.
Engage employees in the decision-making process as key stakeholders to create a sense of
ownership and commitment, which can mitigate resistance. This sets the tone for the entire
organization, signalling that social responsibility is a strategic priority. Remember, that senior
leaders and managers act as role models, showcasing the importance of ethical and socially
responsible behaviours. It is not enough to encourage your employees: you must also present a
visible commitment yourself and be present in the process.
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Koskisen — SME adoption of ISO 26000

Koskisen is a Finnish family-owned enterprise operating in the forestry industry, covering several
branches of woodworking industry by processing sawn wood and birch products together with
manufacture of plywood and chipboard. The company has 1057 employees, all who focus on
production processes, forest management and wood procurement. Koskisen has its own forest
holdings, but also collaborates with external, private forest owners, as well as being involved in
renewable energy production through sales of scrap wood produce, such as dust and chippings, to
power plants.

The ISO 26000 standard of social responsibility is exhibited in the company’s communication, such
as their website. Some ways the standard is implemented into the company includes:
e Fair operating practices: Circulation of wood, raw materials and energy. Systematic
communication on incidents, legal action, and project development.
e Governance: Commitment to the code of conduct to long-term, responsible, and ethical
business by taking into account personnel, environmental, financial, and stakeholder needs,
focusing on meaningful work, a healthy environment, and fair partnerships.

« Community engagement and development: Supporting local entrepreneurship as well as
collaboration with local educational institutions.

More can be read at the original source by Anne Toppinen, Mirja Mikkila, and Katja Lahtinen
(2019) available at:
https://www.researchgate.net/publication/326831069_ISO_26000_in_Corporate_Sustainability_Pra
ctices_A_Case_Study_of_the_Forest_and_Energy_Companies_in_Bioeconomy_Practices_Cases_an
d_Controversies
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Tip 6: Conduct Regular Audits
Regular audits play a crucial role in the success of SMEs by ensuring compliance with relevant
standards and regulations.

Understand the importance of audits in SMEs:

The role of audits in ensuring transparency and accountability. Good audit quality contributes to
the orderly functioning of markets by enhancing the integrity and efficiency of business routines.
Audits help verify whether an organization is adhering to established standards, regulations, and
internal policies, for example, with ISO 26000, audits ensure that the organization is meeting the
specified social responsibility requirements.

Develop an audit plan:

Identify the scope and objectives of the audit, as well as their frequency and timing of audits.
These can range from monthly, quarterly, to annual audits. Assigning responsibilities and forming
an audit team is beneficial as it makes sure the company is internally on track to committing to
their high standards and set goals.

Conduct ESG Audits:

Familiarize yourself and your employees with relevant ESG standards and regulations, to effectively
assess the organization's ESG performance. These can be done in three separate strands,
potentially using three separate teams or departments to specialise in each evaluation. Collect
appropriate data for each performance evaluation topic, such as:

1.Environmental performance evaluation
2.Social performance evaluation
3.Governance performance evaluation

Create a report to identify actions for improvement:

Document audit findings and any recommendations and communicate these results to
stakeholders. It is key to incorporate feedback from audits into business processes, as without
continuous improvement the business will not develop. Regularly updating and revising audit
procedures and checklists can help with staying competitive in today’s dynamic business
environment. It is the companies which make continued changes and hold themselves to the
highest standard of performance which succeed, as they implement new methods and ways of
thinking to keep up with stakeholder demands, driving economic growth.
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Conduct further audits

Regular audits are indispensable for SMEs to ensure compliance with ESG standards and regulations. By
conducting periodic evaluations, you can identify areas of non-compliance and enhance transparency. One
audit is not enough; it is important to review if the changes you have made work, and if there are any gaps
within your organisation which still need addressing, or if any new issues have arisen. Audits also identify
your strengths, and what you have done well, which is something you can share with your stakeholders.

European Federation of Accounts and Auditors (EFFA) — evidence on the value of audits for
SMEs in Europe

SMEs can benefit from audits by having their published financial statements' credibility bolstered. However,
the number of SMEs audits throughout Europe has been steadily declining for a number of years. The EFAA
published a survey to showcase evidence on the value of audits for SMEs in Europe. The key finding are
that the top three most commonly cited benefits of having an audit by SME owners include:

¢ Audit provides a check on accounting systems and records
¢ Auditor provides useful advice to management
¢ Improves internal control

According to the International Standards on Auditing the objective of an audit of financial statements is to
enable the auditor to express an opinion whether the financial statements are prepared, in all material
respects, in accordance with an applicable financial reporting framework. An audit guarantees shareholders
that the data in the financial statements provide a truthful and fair picture or are presented fairly in this
way. Audits are not just for shareholders. EFAA explain that other users of financial statements such as
employees, customers, suppliers, loan creditors, and tax authorities obtain assurance as to the reliability of
the information. This is a great advantage as it builds credibility, trust, and confidence in your SME.
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Other potential benefits as identified by EFAA include:

Helps to identify weaknesses in the accounting systems and enables the auditor to suggest
improvements

Assures directors not involved in the accounting functions on a day-to-day basis that the business is
running in accordance with the information they are receiving and helps reduce the scope for fraud and
poor accounting

Facilitates the provision of advice that can have real financial benefits for a business, including how the
business is running, what margins can be expected and how these can be achieved. Advice can cover
anything from the tightening of internal controls to reducing the risk of fraud or tax planning

Enhances the credibility and reliability of the figures being submitted to prospective purchasers

Protects or improves credit ratings. Banks and trade suppliers may rely in part on credit rating agencies’
assessment of the company and will look more favourably on companies that have an audit

Provides insurance loss adjusters with reliable data for claims

Indicates the entity’s ability to continue as a going concern

Helps ensure appropriate disclosures

Gives assurance on the entity’s ability to manage risk.

More can be read at the original source of the survey available at:
https://efaa.com/wp-content/uploads/2021/06/20190514_EvidenceValueAuditSMEs.pdf

Comment:
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Tip 7: Promote Diversity and Inclusion

Organisations are realising the value of inclusion and diversity in the workplace more and more in
today's globalised and linked world. Encouraging diversity and inclusion boosts innovation,
creativity, and overall business success in addition to producing a livelier and more dynamic
workforce. The European Investment Bank states “Diversity and Inclusion encompass everything
that makes us who we are. We believe that encouraging colleagues to be comfortable bringing
their identities to work is essential to the success and development of the Bank and reflects Europe
itself. Our diverse backgrounds, perspectives and passions help us shape the inclusive environment
in which we work every day”.

Developing a Culture of Inclusion:
Creating a culture of inclusion is crucial for promoting diversity in the workplace. To achieve this,
organizations should:
e Foster an open and inclusive environment: Encourage open dialogue, active listening, and
respect for diverse opinions. This promotes a sense of belonging.
e Implement unbiased hiring practices: Establish fair and transparent recruitment processes that
focus on skills, qualifications, and experience, ensuring equal opportunities for all candidates.

e Provide diversity training: To educate staff members about the value of diversity, unconscious
biases, and inclusive behaviour, conduct regular diversity training programmes, over long term.
This promotes a workplace that is more welcoming to all.

Note: Short term or one-off diversity training may have no or little impact. It is important to make
it part of your organisational culture.

Building a Diverse Workforce:

Building a diverse workforce requires intentional efforts to attract and retain employees from
different backgrounds. Organizations can expand recruitment efforts through advertising job
positions across various groups and networks to actively seek out diverse talent. Wide
advertisement can expand the pool of possible applicants and raise the likelihood of employing
people from different backgrounds. Furthermore, diversity initiatives and programmes with the
goal of drawing underrepresented groups can be done through collaborations with groups
committed to diversity and inclusion, mentorship programmes, and scholarships. You may not
think so at first sight, but embracing flexible working arrangements can accommodate diverse
needs. Methods such as remote work, flexible hours, or job-sharing can attract individuals who
may have different obligations, constraints, or disabilities, but can be a valuable addition to the
team if certain arrangements are put in place.
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Diversity, equity, and inclusiveness at EY

Global consulting firm EY explains that diverse perspectives, combined with an inclusive culture and
equitable opportunities, drive better decision-making, stimulate innovation, increase organizational agility
and strengthen resilience to disruption. Through utilising the full potential of differences between people,
organizations minimizes blind spots through unique and innovative thinking. This can be critical especially if
you wish for your SME to expand into a multi-national or global market.

One of the first global diversity, equity, and inclusion (DEI) certifications of its type, the global equality
standard (GES) designation was awarded to EY, providing an in-depth diagnostic. This standard emphasises
how important it is to integrate DEI into all organisational systems and procedures. By this dedication to
DEI, EY shows uniqueness, fosters innovation, forges connections based on trust across divides, and makes
it possible to provide clients with the best possible services.

More can be read at the original source of EY’s Global Executive Diversity Inclusion Statement available at:
https://www.ey.com/en_uk/diversity-inclusiveness/global-executive-diversity-inclusion-statement

Comment:

Co-funded by -
the European Union E\UTPOST ACADEMY




MODULE 1

TIP 8

Assess and monitor your supply chain to ensure ethical sourcing,
fair labour practices, and responsible supplier selection

Co-funded by

the European Union E\UTP()ST ACADEMY




Tip 8: Assess and monitor your supply chain to ensure ethical sourcing, fair labour
practices, and responsible supplier selection.
It is crucial to maintain an ethical supply chain in the modern, globalised corporate environment.
Fostering sustainable and socially responsible corporate operations requires ethical sourcing, fair
work practices, and responsible supplier selection.

Understand what an Ethical Supply Chain is:

Understanding the idea and guiding principles of ethical sourcing, fair work standards, and
responsible supplier selection is essential to ensuring an ethical supply chain. A key component of
ethical supply chain management is obtaining goods and materials from vendors who uphold
labour, environmental, and social norms. This entails refraining from using child labour, advocating
for equitable pay, offering secure workplaces, and upholding human rights. According to the
European Parliamentary Research Service, the coronavirus pandemic has had a profoundly
unsettling impact on global value chains, which has increased the need for multinational
corporations to tighten their environmental and human rights due diligence, while also presenting
new opportunities for supply chain management.

Conduct Supplier Audits:

Conducting routine supplier audits is crucial for evaluating the ethical conduct of suppliers. These
assessments may be carried out in-house or by external organisations with expertise in supply
chain auditing. The observance of labour laws, environmental rules, and other ethical norms by
suppliers should be assessed by audits. Aspects including worker treatment, working conditions,
and compliance with health and safety laws should all be included in the evaluation.

Implement Supplier Code of Conduct:

Creating and enforcing a thorough code of conduct for suppliers helps to ensure ethical practices
and sets clear expectations for them. The code need to specify the minimal requirements that
suppliers have to fulfil, encompassing ethical labour practices, ecological sustainability, and
adherence to relevant legal and regulatory frameworks. Frequent correspondence and educational
meetings with suppliers can aid in reiterating the significance of ethical behaviour. You can carry
out ‘Supply Chain Traceability’ through showing and publishing the origin of materials and their
progress through each stage of manufacturing. Internally, your SME can spot any ethical issues
and take the necessary action to resolve them by tracking the supply chain.

Co-funded by
the European Union (AUTPOST ACADEMY




Collaborate with Suppliers:

Effective supply chain monitoring requires maintaining conversations with suppliers in an honest and open
manner. Frequent interaction, communication, and teamwork can assist in recognising and quickly resolving
ethical issues. Businesses can detect any ethical concerns in the supply chain, take immediate action to
solve them, promote ethical supplier selection, fair labour standards, and responsible sourcing by assessing
and monitoring the supply chain. Maintaining an ethical supply chain is important for the continued success
and reputation of a firm, as well as for adhering to socially accepted standards. Adopting ethical practices is
a strategic imperative in today's global business world, in addition to being the right thing to do.

A study of assessing supply chain management success factors

Researchers at the College of Business of Eastern Michigan University carried out a “to examine important
operational issues related to strategic success factors that are necessary when implementing [Supply Chain
Management] SCM plans in an organization”. To find out how important and how much the chosen
manufacturing company used the strategies based on these identified operational issues, a questionnaire
was sent to top and middle management of a large manufacturing company that specialised in producing
consumer and building products.

The Findings

The primary goals of implementing SCM solutions as reported by managers include: lowering operating
costs; enhancing lead times, inventory, and customer happiness; boosting flexibility and cross-functional
communication; and maintaining competitiveness.

However, participants reported that insufficient funds were provided for their divisions' SCM projects to be
implemented and supported. Furthermore, they felt that there was room for improvement in the way
resources were allocated, specifically in terms of better information systems, higher commitment, clearer
goal setting, more training, more staff, and matching SCM projects to ongoing objectives and resource
commitments.

This highlights potential challenges for your SME: make sure your organisation is committed to
enhancing the supply chain and gives appropriate resources to the division responsible.

More can be read at the original source of the study by V.M. Rao Tummala, Cheryl L.M. Phillips, and Melanie
Johnson (2006) at:
https://www.emerald.com/insight/content/doi/10.1108/13598540610652573/full/html

Comment:
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MODULE 1

TIPS

Support local communities through initiatives like volunteering,
donations, or partnerships with local organizations.
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Tip 9: Support local communities through initiatives like volunteering, donations, or
partnerships with local organizations.

The growth and well-being of small communities is significantly enhanced by community
development. Businesses have the ability and means to make a substantial contribution to
community development by through a range of programmes, including donations, staff
volunteering days, or partnering with neighbourhood organisations. In addition to helping those
around it, a company's involvement in community development builds its brand and ensures its
sustainability over the long term.

Staff volunteering days:

Employers can motivate staff members to contribute their time and expertise to neighbourhood
projects and initiatives. This could be achieved by planning volunteer events sponsored by the firm
or by offering paid time off for voluntary work. Mentoring young people in the community, taking
part in cleanup efforts, planning workshops, or providing pro bono services to neighbourhood
organisations are a few examples of volunteer labour. Businesses may improve employee morale
and engagement, build strong relationships with fellow citizens, and directly contribute to the
growth of local communities by encouraging volunteerism.

Donations:

Companies can help communities by contributing money or providing goods and services to
neighbourhood organisations. Donations can take the shape of cash contributions, physical gifts, or
sponsorships of local initiatives or events. To maximise their influence, businesses should identify
community needs and align what they have to offer with those needs. Contributions not only offer
quick help to the community, but they also foster goodwill and enhance the public perception of
the business.

Partnerships with local organizations:

Companies can collaborate with neighbourhood non-profits, schools, or other community-oriented
organisations. These collaborations can take the form of cooperative efforts, shared projects, or
cooperative programmes designed to meet community needs and advance sustainable
development. Through forming partnerships with neighbourhood organisations, companies can
take advantage of their knowledge, assets, and connections to make significant and enduring
contributions to the community. Along with creating a feeling of shared accountability for
community development, these kinds of alliances can also help the company become more visible
and credible.
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In addition to being a moral obligation, investing in community development as a corporation may be a wise
strategic move that offers numerous advantages. Businesses have the ability to actively contribute to the
development and well-being of local communities through volunteering, investments, and cooperation with
community organisations. Businesses may show that they are committed to social responsibility, forge close
bonds with local residents, and improve society as a whole by proactively engaging in community
development.

Leading European companies support the digitalisation of SMEs — Digital Volunteers Pilot
Programme

The Digital Volunteers Pilot Programme brings together digital experts from large companies who work as
mentors in SMEs to digitally upskill their employees and digitalise their business activities. The cooperation
between the European Commission and the Conseil de Cooperation Economique made it possible for more
than 40 prominent European businesses to participate, and the businesses were able to offer SMEs targeted
mentorship. As part of the European SME Strategy, the Digital Volunteers scheme was unveiled in March
2020, coinciding with the onset of the coronavirus epidemic. With a wider rollout in 2022, it continued until
November 2021. The homepage at the conclusion of the article still has access to the website and its
resources, which focus on objectives of digital transformation such as supporting the implementation of new
technologies, to the digitalisation of HR. The companies that registered their participation in the Programme

can also be found in the Pledge Viewer of the Digital Skills and Jobs Coalition.

Activities in the Digital Volunteer Pilot Programme include:
Integration of digital marketing tools to increase the company’s presence and online visibility
Co-designing and integration of CMS (content management system) or CRM (Customer relationship
management) tools for more efficient and improved relationships and processes
Improving the digital footprint (website, social media, Search Engine Optimisation) of SMEs to increase
their visibility
Enhancing the customer experience with smart labels

More can be read at the original sources by the European Commission and programme website at:
https://digital-strategy.ec.europa.eu/en/news/leading-european-companies-support-digitalisation-smes-
digital-volunteers-pilot-programme
https://digital-skills-jobs.europa.eu/en/latest/news/digital-volunteers-programme-mentoring-smes-and-
ngos-their-digitalisation
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Tip 10: Involve employees in your ESG initiatives by providing training

Organisations dedicated to sustainable practices and ethical business operations should involve
their workforce in ESG efforts. Businesses can use employees' expertise, abilities, and commitment
to promote change by involving workers. For employees to fully participate in company efforts,
they require a thorough awareness of ESG principles and practices. By bringing employees into line
with the organization's values, training promotes a culture of sustainability and accountability.

Steps to effective ESG training:
1.Assess training needs: Identify knowledge gaps and skill requirements of employees
regarding ESG.
2.Develop tailored programmes: Design engaging and interactive training sessions that cover
ESG fundamentals, industry-specific practices, and case studies.
3.Deliver training through various channels: Utilize e-learning platforms, workshops,
seminars, and guest speakers to ensure accessibility and engagement.
4.Encourage life-long learning: Provide ongoing training opportunities, resources, and access
to relevant industry certifications.
5.
Benefits of ESG training:
Employees make or break the success of any ESG strategy, as the interface with customers, supply
chain managers, or product designers. Critical comprehension of relevant environmental, social,
and governance concerns that impact the organisation is provided by ESG training. Additionally,
training is an opportunity to demonstrate the company’s commitment to ESG to all employees. It
integrates ESG into a procedure that is deeply rooted in the organization's culture, moving it out of
a bubble that only involves a limited number of employees. This has been shown to increase
employee engagement, employee retention, and ESG performance.

Methods of providing ESG training:

Professionals may benefit from the flexibility of live online training and the advantages of real-time
trainer-led instruction, all without having to compromise on location. For instance, the European
Institute of Management and Finance (EIMF) provides a wide range of topics that are rapidly and
simply accessible; all you need to complete the activities is an Internet connection and a phone or
computer.
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How can you provide Training and Development Opportunities?:

e Continuous learning: Encourage staff to pursue continuous professional growth and give them
chances to pick up new abilities and job-related knowledge.
Innovation workshops and training programmes: To improve employees' capacity for innovation,
conduct seminars and training sessions that emphasise creativity, problem-solving, and innovative
techniques.
External collaborations: Work together with third-party organisations like academic institutions,
research centres, or industry professionals to offer possibilities for specialised training and knowledge
exchange.

The Corporate Governance Institute — importance of ESG training

Globally, the Corporate Governance Institute provides corporate governance education and certification to
both current and prospective directors. The company, a global provider of educational technology that
specialises in educating and credentialing the next generation of corporate directors and board members,
was formed by prominent figures in corporate governance and education. The purpose of the company is
“to ensure aspiring and existing directors possess world-class governance skills”.

According to the institute, completing an ESG course grants you a globally renowned ESG qualification. It
indicates that you now possess enhanced, in-depth understanding of sustainability frameworks, best
practices, and principles as a professional. In practical terms, this implies that you are able to understand
the nuances of risk management, stakeholder involvement, and ESG reporting; the same aspects that
businesses must successfully include into their business strategy.

Other reasons include that you are up to date with evolving trends. Regulations in the dynamic sector of
sustainability are subject to frequent changes, which places additional strain on governance specialists in
your organisation. Your readiness to take on any changes is guaranteed by ESG training; although you may
wish to continue to update your knowledge or arrange further training later on. Obtaining a certification
shows investors that you are willing to work hard for values that matter to you personally or professionally,
which enhances the reputation of your business. You may reduce risk by introducing employees to ideas like
social issues, environmental liabilities, and governance through company-wide training. You can identify and
manage those risks with the help of ESG training.

More can be read at the original sources by The Corporate Governance Institute at:

https://www.thecorporategovernanceinstitute.com/insights/guides/esg-classes-and-why-theyre-important/
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SUMMARY

Summary:

Based on our tips outlined in MODULE 1, SMEs can also consider implementing ESG
initiatives such as reducing carbon footprint, promoting diversity and inclusion,
supporting local communities, implementing ethical sourcing practices, and
investing in sustainable technologies. By incorporating these initiatives into their
business strategies, SMEs can demonstrate their commitment to sustainable

practices and build trust with stakeholders.

Integrating ESG principles into your business operations involves setting clear
objectives, engaging with stakeholders, identifying and managing risks, enhancing
transparency and reporting, and leveraging ESG for innovation and competitiveness.
By following these steps, SMEs can create a sustainable and socially responsible

business model that adds value to both the business and the broader community.

Furthermore, SMEs can engage with ESG rating agencies to benchmark their
performance, attract socially responsible investors, and enhance their reputation in
the market. Collaborating with industry peers, participating in sustainability
networks, and staying updated on ESG trends and best practices can also help SMEs
stay ahead in the rapidly evolving landscape of sustainable business practices. By
continuously improving and adapting their ESG strategies, SMEs can drive long-term

value creation and contribute to a more sustainable future.
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