A major movement is happening...

ASSESSING CORPORATE ALIGNMENT WITH
AGENDA 2030 AND THE SDGs: the experience of ISE B3
Aron Belinky – ABC Associates – Technical Partner of B3 to ISE
New York, September, 2019
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What is ISE B3
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ISE B3: 4th Corporate Sustainabilty Index in the world
An index that measures the average return of a theoretical portfolio of shares of B3 listed companies,
selected for their positive profile on sustainability practices.
It is not a measure of an individual company’s performance on sustainability, nor a ranking mechanism.
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ISE B3 Governance
• ISE’s superior governance body is CISE (Conselho Deliberativo do ISE)
• A Board chaired by B3 and integrated by high-level representatives of 11 institutions
• Assures transparent, consistent and fair companies selection process and index building
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ISE B3 2019 portfolio
R$ 1.474.540.575.401,55, 38,74% do valor total de mercado

(posição 06/05/2019)

28 companies, 33 papers, 12 sectors. Valid: 07/01/2019 a 03/01/2020.
Companie’s answers to the questionnaire and their 73 comments are publicly available at: www.iseb3.com.br
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How ISE B3 works
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How does it work?
•

At the beginning of each year, eligible companies (B3 listed who meet the liquidity criterion) are
invited to participate in the selection process for ISE’s next year’s portfolio;

•

The annual cycle begins with broad public consultations and expert work to update the
questionnaire and improve the methodology;

•

Eligible companies, once enrolled, participate in a three steps selection process:
•
•
•

portfolio applicants answer the on-line questionnaire (quantitative assessment);
ISE B3 staff access evidences of a randomized sample of companies’ answers (qualitative assessment);
CISE decides portfolio, based on the assessment produced and member’s expertise (integrated assessment).

•

The questionnaire consists of closed questions (multiple choice) and is the same for all sectors. (There
are divisions only in the Environmental dimension and in some themes).

•

The portfolio selected in one year is valid for the next year and is managed by an ongoing process of
monitoring and purging to ensure continuous compliance with the ISE criteria.

•

The portfolio's balancing is weighted based on papers’ liquidity, adjusted by rules to avoid excessive
sector concentration.

INFORMAÇÃO PÚBLICA

10

ISE’s portfolio selection process

• Up to 40 companies among the issuers of the 200 most liquid papers of B3 can integrate the
ISE portfolio, which is balanced to avoid excessive concentration and renewed annually.
• Once the portfolio is composed, relevant facts that may recommend the exclusion of some
company are analyzed and treated according to their severity.

• Transparency of the companies' responses to the questionnaire provides a further source of
assurance as to the consistency of the information and a service to the market.
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ISE’s questionnaire: 7 dimensions comprising 28 criteria
• GENERAL
commitments, alignment, transparency, ethics & integrity.
• NATURE OF THE PRODUCT
personal impacts, diffuse impacts,
precautionary principle, consumer information.
• CORPORATE GOVERNANCE
ownership, board of directors, audit & supervision,
conduct and conflict of interest.
• CLIMATE CHANGE
policy, management, performance, reporting.
• ENVIRONMENTAL
policy, management, performance, legal compliance.
• ECONOMIC-FINANCIAL
policy, management, performance, legal compliance.
• SOCIAL
policy, management, performance, legal compliance.
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• 72 indicators
• 300+ questions

Example of a question from ISE B3’ questionnaire
Bold terms must be taken
as in ISE’s glossary

Protocols explain the
question

Answers provided by
checking multiple or
single choice boxes

Documents that should
be provided as evidence
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CISE’s decision-making matrix:
combining overall performance + dimension level + qualitative
CISE select companies
for the portfolio combining
questionnaire outputs and
members expertise

Colors indicate
consistency across
dimensions ( ZDIM )

Vertical axis indicates
qualitative performance
(evidences scoring)

Horizontal axis indicates
aggregated performance
( ZTOTAL )
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Which are the outputs delivered?
•

A portfolio and respective index, which serve as benchmark and basis for investment products
(ISE’s ETF and financial institutions proprietary products).

•

An information base for investors’ and other stakeholders’ consultation: the complete questionnaires
with the responses of the companies selected to ISE’s portfolio, which are available online, along
with comments from the companies themselves.

•

A diagnosis for the participating companies, who receive a report on their quantitative performance
compared to the other participants and a qualitative feedback on the evidence they presented.

•

A space for reflection and debate on corporate sustainability, through its annual public consultation
processes to update the questionnaire and methodology.

•

An up-to-date and widely accessible agenda with the corporate sustainability state of the art in
Brazil, which is the ISE B3 questionnaire, updated every year since 2005.
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Performance report – quantitative assessment
Comparative

Dimensions matrix

Criteria and indicators
Evolution
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Portfolio transparency: showing and comparing individual answers
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ISE B3 and Sustainable
Development
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Sustainable Development goes beyond the three pillars

gather
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integrate

Sustainable Development Goals are not just a ‘to-do list’

Source:
http://www.stockholmresilience.org/research/researchnews/2016-06-14-how-food-connects-all-the-sdgs.html
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The framework set in paragraphs 2 and 3 of Agenda 2030

“

“
Source: UN A/RES/70/1- “The 2030 Agenda for Sustainable Development
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Downscaling Agenda 2030 to a company level: the CIDI framework
The assessment of a firm’s alignment with
Agenda 2030 should take into account its:

Connection
- link firm’s relevant impacts to the SDGs
- identify impacts at target and indicator level

Integration
- consider impacts of firm’s core business
- assess cross-impacts on the SDGs

Dimension
- consider the scale and speed of change
- commensurate to firm’s capacity and context

Inclusion
- potential accessibility for low income groups
- creation and distribution of shared value
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Incorporating Agenda
2030
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Bringing Agenda 2030 into ISE’s questionnaire

Conceptual guidelines adopted for incorporating Agenda 2030 into ISE’s questionnaire:
1. Reflect the essence of Agenda 2030/SDGs, using the CIDI framework
2. Position Agenda 2030/SDGs as a strategic matter for companies
3. Don’t tag questions to specific SDGs, thus not contributing to fragmented approaches
4. Operate within the limits of ISE’s questionnaire, focusing on policies rather than impacts

5. Emphasize the importance of business for the accomplishment of Agenda 2030/SDGs
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Chronology of Agenda 2030/SDGs in ISE’s questionnaire
2016 and 2017
• one detailed question on how company’s voluntary commitments were
taking Agenda 2030/SDGs into account
2018
• one general question regarding the consideration of Agenda 2030/SDGs
as references to strategic planning

• one detailed question regarding the use of Agenda 2030/SDGs as
references to identify and incorporate relevant aspects of sustainability
into the company’s business practices
2019
• same questions as 2018 plus
• one detailed question regarding the communication of company’s relation
and/or contribution to Agenda 2030/SDGs
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ISE B3’s key question on using Agenda 2030/SDGs as a framework
GER
3
GER
3.1

Use Agenda 2030/SDGs as references to identify and incorporate
relevant aspects of sustainability into their business practices? (Y/N)

Scoring
Less relevant

(if “yes”) How the company identifies the direct and relevant connections
between their business practices and the SDGs?

More relevant
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ISE B3’s key question on using Agenda 2030/SDGs as a framework
GER
3
GER
3.1

Use Agenda 2030/SDGs as references to identify and incorporate
relevant aspects of sustainability into their business practices? (Y/N)

Scoring
Less relevant

(if “yes”) How the company identifies the direct and relevant connections
between their business practices and the SDGs?

More relevant
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ISE B3’s key question on using Agenda 2030/SDGs as a framework
GER
3
GER
3.1
GER
3.1

Use Agenda 2030/SDGs as references to identify and incorporate
relevant aspects of sustainability into their business practices? (Y/N)

Scoring
Less relevant

(if “yes”) How the company identifies the direct and relevant connections
between their business practices and the SDGs?
(if “b”- using materiality analysis and identifying most relevant impacts)
What are the results of prioritization exercise? (check for each SDG)

More relevant
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ISE B3’s key question on using Agenda 2030/SDGs as a framework
GER
3
GER
3.1
GER
3.2

GER
3.2.1

Use Agenda 2030/SDGs as references to identify and incorporate
relevant aspects of sustainability into their business practices? (Y/N)

Scoring
Less relevant

(if “yes”) How the company identifies the direct and relevant connections
between their business practices and the SDGs?
(if “b”- using a materiality analysis and identifying most relevant impacts)
What are the results of prioritization exercise? (check for each SDG)
(for the whole group of SDGs prioritized in the previous question )
What are the management practices adopted by the company?
a)

Integrate SDGs on company’s goals, strategies, targets and results

b) Cross-analyses impacts of measures aiming one SDG on the other SDGs
c)

Set indicators/goals considering scale, time and consistency with UN SDG metrics

d)

Provide for resources commensurate with the level of ambition of goal and targets

e)

Has established cooperative practices with other companies and stakeholders

f)

Develops in-company training on connecting SDGs perspective to business

g)

Evaluate progress regarding company’s impact on the SDGs

h)

None of the above
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More relevant

ISE B3’s key question on using Agenda 2030/SDGs as a framework
GER
3
GER
3.1
GER
3.2

GER
3.2.1
GER
3.2.2

Use Agenda 2030/SDGs as references to identify and incorporate
relevant aspects of sustainability into their business practices? (Y/N)

Scoring
Less relevant

(if “yes”) How the company identifies the direct and relevant connections
between their business practices and the SDGs?
(if “b”- using a materiality analysis and identifying most relevant impacts)
What are the results of prioritization exercise? (check for each SDG)
(for the whole group of SDGs prioritized in GER 3.2)
What are the management practices adopted by the company?
When assessing and communicating the connection between their
business practices and/or business models and the SDGs, the company:
a)

Identifies evidences of the impact their actions have over the SDGs in question

b)

Assess their impact using adequate methodologies that are recognized by
organizations specialized on the issue(s) in question

c)

Evaluates to which level the magnitude of their impact is relevant, taking into
consideration the potential contribution of the company in the context it acts on

d)

Analyses to which level the magnitude of their impact is relevant, taking into
consideration the level of ambition of the national and/or global goals
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More relevant
For each item, answer:
- Which impacts are addressed?
Positive
Negative
Both
None
- Publicly communicate results?
Yes
No

ISE B3’s key question on using Agenda 2030/SDGs as a framework
GER
3
GER
3.1
GER
3.2

GER
3.2.1
GER
3.2.2

Use Agenda 2030/SDGs as references to identify and incorporate
relevant aspects of sustainability into their business practices? (Y/N)

Scoring
Less relevant

(if “yes”) How the company identifies the direct and relevant connections
between their business practices and the SDGs?
(if “b”- using a materiality analysis and identifying most relevant impacts)
What are the results of prioritization exercise? (check for each SDG)
(for the whole group of SDGs prioritized in GER 3.2)
What are the management practices adopted by the company?
When assessing and communicating the connection between their
business practices and/or business models and the SDGs, the company:
a)

Identifies evidences of the impact their actions have over the SDGs in question

b)

Assess their impact using adequate methodologies that are recognized by
organizations specialized on the issue(s) in question

c)

Evaluates to which level the magnitude of their impact is relevant, taking into
consideration the potential contribution of the company in the context it acts on

d)

Analyses to which level the magnitude of their impact is relevant, taking into
consideration the level of ambition of the national and/or global goals
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More relevant
For each item, answer:
- Which impacts are addressed?
Positive
Negative
Both
None
- Publicly communicate results?
Yes
No

Results
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Answers to ISE B3 2019 questionnaire (GER 15.1 / 3 / 3.1 / 3.2)

•

75% (47) declare that priorities arising from Agenda
2030/SDGs are formally considered in their strategic
planning and reflected in their objectives, goals and
indicators

•

94% (59) declare using Agenda 2030/SDGs as
references to identify and incorporate relevant
aspects of sustainability into their business practices

•

Of those, 97% (57) declare doing qualitative
analysis of implications and impacts of their business
on the SDGs and

•

88% (52) declare using a materiality analysis,
identifying the most relevant positive and negative
impacts (externalities) of their business
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SDGs - Materiality and Prioritization
(52 respondents to ISE B3 2019 questionnaire)
120%

Companies’ priorization
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10
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Not a priority
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Priority
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And what about the details?
Out of the 52 companies who declare using a materiality analysis, identifying the most relevant
positive and negative impacts (externalities) of their business`, they also declare:
a) 98% Integrate SDGs on company’s goals, strategies, targets and results
b) 71% Cross-analyses impacts of measures aiming one SDG on the other SDGs
c) 81% Set indicators/goals considering scale, time and consistency with UN SDG metrics
d) 85% Provide for resources commensurate with the level of ambition of goal and targets
e) 90% Has established cooperative practices with other companies and stakeholders
f) 79% Develops in-company training on connecting SDGs perspective to business

g) 44% Evaluate progress regarding company’s impact on the SDGs
h)

2% None of the above
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Really?

And what about assessment and communication?
Out of the 52 companies who declare using a materiality
analysis, identifying the most relevant positive and negative
impacts (externalities) of their business:
a) Identifies evidences of the impact their actions have over the
SDGs in question
b) Assess their impact using adequate methodologies that are
recognized by organizations specialized on the issue(s)
c) Evaluates to which level the magnitude of their impact is
relevant, taking into consideration the potential contribution of the
company in the context it acts on
d) Analyses to which level the magnitude of their impact is
relevant, taking into consideration the level of ambition of the
national and/or global goals
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Questions
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Thinking about the way forward
1. The CIDI framework has been received as a meaningful way to translate the essence of
Agenda 2030 and the SDGs to a company’s scale, and provides relevant guidance
2. However, its challenges and complexity seems not to be fully taken by respondents

3. There is room for improving language, but that won’t be enough to convey the full message
4. Although verification and penalties for wrongful answers can improve their quality,
declaratory questionnaires are always limited by respondents understanding and goodwill
5. Identification of and positive incentives for policies and practices leading to more
sustainable businesses is a valid strategy, but don’t capture the essential aspect of impacts
6. With that in mind, ISE B3’s way forward aims to (i) include other (independent) sources to
assess company’s performance on the sustainability agenda; (ii) identify ways to
incorporate metrics based on business impacts, rather than just policies and practices.
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A few questions to trigger debate:
1. Does the narrative/approach (CIDI) work?
2. Any suggestions re how to get better answers to the questions regarding SDGs?
Explain better? Provide examples?

3. How is the fit between ISE B3’s approach (CIDI) to assess companies’ contribution to the
achievement of SDGs and the four pillars proposed by CCSI?
(Product, Processes, Value-Chain e Good Citizen)
What are synergies and gaps? How can we get to impacts?
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Thank you!
Aron Belinky
ABC Associados (technical partner of ISE B3)
Phone: +55 11 3090-3039 | +55 11 981819336
E-mail: aron@iseb3.com.br
www.abca.com.br
www.iseb3.com.br

B3 Sustainability team
Phone: +55 11 2565-6195 / 7526
E-mail: ise@b3.com.br
http://www.b3.com.br/en_us/market-data-and-indices/indices/sustainabilityindices/corporate-sustainability-index-ise.htm

INFORMAÇÃO PÚBLICA

40

O que a metodologia do ISE B3 mede?

O questionário do ISE não mede o quanto uma
empresa é sustentável: ele apenas nos ajuda a
formar uma expectativa do “desempenho
sustentável” de uma empresa em certos temas, a
partir de práticas e políticas que ela declara adotar.

Tema

A inovação é usar informações públicas para formar a
expectativa de “desempenho sustentável” da
empresa, nos mesmos temas e de forma coerente
com o questionário, mas adotando outros
parâmetros e formas de cálculo para essa estimativa.

p. ex.
“emissões
de CO2”

Questionário

Pergunta 1
Pergunta 2
Pergunta “n”

Indicadores do
desempenho
esperado no tema
(proxies)

Informações
indicativas de
desempenho
no tema
(real e/ou esperado)

EXPECTATIVA DE “DESEMPENHO SUSTENTÁVEL”
DA EMPRESA, EM CADA UM DOS “N” TEMAS ISE
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Informações
Públicas

Inovação

BASE PARA AVALIAÇÃO DA EMPRESA
E SELEÇÃO41PELO CISE

Parâmetro 1
Parâmetro 2
Parâmetro “n”

Esta inovação é hoje viável graças à combinação entre:
- tecnologia capaz e acessível (Big Data e AI),
- disponibilidade de informações (transparência) e
- maturidade da agenda da sustentabilidade empresarial

