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About the research

The Future of Boards Research Study by the University of Cambridge Institute for Sustainability Leadership
(CISL), in partnership with the global law firm DLA Piper, explores key trends in how board practice and the
wider legislative environment are changing around the world; how aligned with a sustainable future these
trends in board practice, and their drivers, are likely to be; and the practical implications for boards. We
draw from primary and secondary data to understand trends and their drivers, and use a bespoke
sustainability framework to understand whether or not these trends are likely to support, or be obstacles
to, the alignment of business success with the long-term wellbeing of all people and planet — in other
words, a sustainable future where everyone’s wellbeing is optimised which requires healthy social and
environmental systems. We are carrying out the research in two phases. Phase 1 explores the evolving
and emerging trends in board practices and capabilities, and the related legislative context, using a range
of primary and secondary data sources. It is divided into three parts.

Phase 1: Part 1 is the focus of this report. It sets out the context, rationale
and theoretical underpinning for this study, as well as the research
design.
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Phase 1: Part 2 explores the first domain of interest — trends in both
‘hard’ law (legislation and case law) as well as ‘soft’ law (such as codes
and guidelines), which relate to areas of broad sustainability concern. This
structured comparison of existing law enables us to gain insights into the
legal context within which boards are currently operating, and are likely
to operate, in the future. It also enables us to evaluate which trends, that
T E— are aligned with a sustainable future, warrant board support and
leadership.
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Phase 1: Part 3 looks at three further domains which relate specifically to
trends in board practice, including in response to this evolving legal
context, and wider pressures to achieve sustainability outcomes. These
three domains are:

1) materiality, purpose, strategy and reporting

2) board membership, structure, individual capabilities and group
dynamics, and

3) stakeholder engagement, including interfacing with investors.

C- .

Phase 1: Research Summary for Business a summary of Parts 1, 2 and 3.

Phase 2 of the research will explore and evaluate key findings from Phase 1 in greater detail. It will also
arrive at a set of recommendations to enable boards to better align organisations with sustainability
outcomes, and positively contribute to a thriving future for all (see Figure 1).

The research is being carried out with funding from, and in conjunction with, the global law firm DLA Piper,
which is assisting CISL in identifying sources of data and gathering insights from multiple locations around
the world. Itis also providing guidance and advice as the project progresses. It is important to note that
while DLA Piper has funded this work, intellectual stewardship lies with CISL.
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1. Introduction

Businesses, while providing one of the primary ways in which people’s wants and needs are met, are also
central to the grand challenges facing the world today. Unprecedented economic development has
increased material prosperity for many. Yet this ‘Great Acceleration” of human economic activity, and
other impacts, threatens our ability to live well within environmental limits.?

We are overshooting a range of planetary conditions which are vital for humans to live and thrive on earth
— for example greenhouse gas emissions have destabilised the climate and risk becoming irreversible, and
biodiversity loss is at a level where many believe we are on the verge of the sixth planetary mass extinction
event (the last being when the dinosaurs became extinct).?

We are also facing degradation of our social systems. For example, inequality (of wealth, income and
opportunity) is influenced directly and indirectly by economic actors through, for example, differencesin
capital ownership or wages. This inequality is close to its highest level in 150 years®* and is evident both
between and within nations.>®It is also linked to growing social and political polarisation, and instability
around the world.

Business leaders and investors are increasingly concerned that the resulting impacts, including climate
instability, ecosystem degradation, diminishing raw materials, structural inequality, growing social
polarisation and diminished public trust, represent significant material risks to their organisations.’

Boards are also facing growing pressure and scrutiny from a wide range of stakeholders, including financial
investors and regulators, arising from the perceived risks to financial income, and the profound influence
of companies on wider society and the environment. This is manifesting in a raft of new reporting
requirements, performance expectations and associated ratings.® Stewardship by investors is growing,
with activist investors’ pressure on companies to improve ESG (environmental, social and governance
measurement and reporting) performance at record levels.® Additionally, climate litigation is growing year
on year.0

Today’s volatile and complex world is comprised of additional, and inter-related challenges and pressures
from, for example: developments in artificial intelligence and machine learning; geopolitical tensions and
shifts in alliances that threaten existing patterns of ‘globalisation” and trading as well as peace and
security; and pandemics such as COVID-19. At the same time, companies and their boards also face
intense market competition, and pressure to maintain high financial returns to shareholders.

Those ‘enlightened’ companies and investors who understand this broader strategic context are
concerned about driving their financial profit beyond the short term, building this into their business case
and making a clear case to invest in the health of systems and stakeholders. This concern for broader or
longer-term threats is reflected in the environmental, social and governance (ESG) criteria being applied to
companies by the finance industry, as well as through governmental legislation and soft law. The
imperative to invest in supportive and well-functioning stakeholders, alongside the related strong public
‘licence to operate’, is also increasingly understood.*! Boards that appreciate this are able to make a
business case for distributing benefits to all stakeholders (not just investors) as a means to driving the
company’s long-term profit.?
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Beyond an ‘enlightened self-interest’ approach to resources and stakeholders, there has also been
growing discussion around the need to go further, with increasing challenges to the ‘purpose’ of business,
its role in society, and the value it creates — for whom, in what way, and over what time horizons.' There
is a relatively small but fast-growing pressure for companies to align their reason to exist with improving
the long-term wellbeing of people and planet. This goal implies ensuring social and environmental system
health at the same time as long-term financial viability. Overall, this reorientation directly challenges the
view of companies as primarily mechanisms for financial capture by shareholders, instead seeing them as
the way in which society creates value, and with shareholders one of a number of vital beneficiary
stakeholders.

Within this rapidly evolving situation, the appropriate role, and effective functioning, of the main board —
as the key body responsible for achieving the purpose of the organisation in an ethical and responsible
fashion through appropriate direction, oversight and accountability — is central.** However, for board
members, it also presents considerable challenges. There has been far less attention paid to the ‘G’ of ESG,
specifically, how a company’s governance, and particularly the role of its board, is designed or equipped to
enable the company to be aligned with sustainability.’ This is true whether the motivation for this
alignment is to appease stakeholders, drive long-term profit, or because innovating for long-term
wellbeing for all is the reason the organisation exists in the first place. Even companies that are in the
latter category are struggling to design and determine the optimal governance models, and the
appropriate role and functioning of the board.*®

Our research has therefore been designed to practically support boards in this challenging environment,
so that they can assess and navigate these multiplying risks, and respond appropriately, and in a timely
fashion.

The research has three main aims:

* toidentify trends in board practice, and the related legislative environment, including drivers, likely
trajectories and pace of change

* toevaluate whether these trends are likely to support, or hinder, boards aligning business success
with a sustainable future

* to provide evidence-based and globally relevant practical recommendations for boards and those that
support and/or enable their practice (for example, advisors or legislators).

For the purposes of this research, a trend is understood as the general direction in which something is
developing or changing.

1.1 The changing role of the board

Increasing scrutiny of whether companies are delivering for society’s long-term survival and wellbeing, and
the role of boards in this, has resulted in challenge to the decades-old doctrine of ‘shareholder primacy’ —
the expectation that boards act primarily as agents of shareholders.
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The origins of ‘shareholder primacy’

Since the 1970s, the role and functioning of the board (particularly those most influenced by Anglo-
Saxon theory and practice) has been legitimated and affected by the influential Friedman Doctrine:
“there is one and only one social responsibility of business — to use its resources and engage in
activities designed to increase its profits so long as it stays within the rules of the game, which is to
say, engages in open and free competition without deception or fraud” .’

Historically, because of the increase in ‘separation of ownership and control’ between shareholders
and management, and the resulting ‘principal—agent problem’, as outlined in the 1930s by Berle and
Means, shareholders are motivated to ensure that the incentives of management are aligned with
shareholders’ desire to maximise financial return.'® The alignment of these interests would therefore
minimise the risk that executives run the company primarily for the reputation and financial
aggrandisement of the executives themselves, or any of their ‘pet social projects’. This insight led to,
and is reinforced by, a series of legal changes, rules and voluntary codes.

Developing views on shareholder primacy are further considered in Phase 1: Part 2 of this research.

In 2019, the US Business Roundtable produced a Statement on the Purpose of a Corporation, which
argued that a business should not be run primarily for shareholders’ interests, but rather for the benefit of
all stakeholders.'® In 2020, this rhetorical shift from a shareholder to a more ‘stakeholder’ capitalism was
reinforced by the World Economic Forum’s Davos Manifesto on The Universal Purpose of a Company in
the Fourth Industrial Revolution.?°

More recent ways of conceptualising this ‘purpose’ go beyond a focus on generally balancing the needs of
current and future stakeholders, to that of an organisational purpose as the strategic North Star that aligns
a company fully with a sustainable future. To make use of the most recent consensus-based thinking,
practice and scholarship in this area, we are drawing on work by the national British Standards Institution
(BSI) in their 2022 publication Purpose-driven Organisations: Worldviews, principles and behaviours.?* We
are also using their definition of a purpose-driven business.??

A purpose-driven business is one which has a “reason to exist that is an optimal strategic contribution

to the long-term wellbeing of all people and planet”.?

This situates the move towards ‘purpose’ as a deep strategic response to the tensions and pressure of
business being misaligned with society’s long-term interests as detailed above. This step change in thinking
about the reason a company exists in the first place has therefore not just arisen from a narrow set of
business commentators and academics, but is gaining momentum as a result of a number of reinforcing
pressures and incentives. These drivers include: the preferences of younger people to impact positively on
society and the environment through their careers; business creation opportunities; policy and regulatory
change; or business benefits from increased goodwill and employee retention.?*

There is also a realisation that the next phase of business sustainability is about market (and hence
business) transformation in order to go beyond the limitations of just integrating sustainable practices into
existing business models.?® It appears, from a range of sources, that increasing numbers of companies are
interested in, or actively engaging in, the journey to become purpose driven.?®
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1.2 Implications for our research

As outlined above, the context for boards and their governance practice is changing rapidly. The result is
an unfolding and complex set of signals that are not easy to navigate. It is not yet clear which trends can
be considered ‘noise’, which are desirable and should be responded to, and which are undesirable trends
and as such should be actively resisted. Our research is designed to shine some light on this and explore
the implications for boards in their assessment of how they might need to change, adapt or lead wider
change if they want to align their organisations with a sustainable future.

This governance challenge holds for all kinds of organisational activity, from shareholder-owned
companies, to mutuals and co-operatives, not-for-profits, and organisations and businesses adopting
forms of multi-stakeholder ownership, governance, or no ownership (such as trusts). For the purposes of
this research, however, we are focusing primarily on large public or privately owned shareholder
companies.?’ This is primarily because such businesses have been the focus of most research and
discussion around sustainability, as well as ‘purpose’, but also because of their relatively large impact on
sustainability outcomes. They are, as a result, subject to additional legislation, relative to other
organisations, as well as voluntary codes and media scrutiny.

We have drawn on an international multi-stakeholder consensus document which evaluates current
thinking and practice to address how governance can best operate in the light of both sustainability
challenges and opportunities, as well as how to operationalise sustainable organisational purpose. This
guidance standard, produced by the international standards body, ISO, on Governance of organizations
also provides our definitions of the board, and of governance.?®

Board or governing body: the “person or group of people who have ultimate accountability for the
whole organisation”.

Governance: the “human-based system by which an organisation is directed, overseen and held
accountable for achieving its defined purpose”.

Trends in board practice can occur across many levels. We therefore made a judgement, based on existing
literature and insights, about the four most fruitful areas or ‘domains’ which are likely to impact on the
ability of a board to align business success with sustainability outcomes. These are:

Domain 1 — Legal frameworks in a range of jurisdictions (both ‘hard’ law —legislation, case law, as well as
‘soft’ law — codes and guidelines) which shape and underpin board practice. This domain is addressed in
the Phase 1: Part 2 report.

Domain 2 —Board practice, including materiality, purpose, strategy and reporting.
Domain 3 —Board membership, structure, individuals and dynamics.
Domain 4 —Stakeholder engagement (including investor interface) as one specific board practice.

These last three domains are addressed in the forthcoming Phase 1: Part 3 report.
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Domain 1: Legal frameworks in a range of jurisdictions

This domain examines the legal frameworks and emerging trends in legislative and regulatory
practices in key jurisdictions across the globe, with particular reference to trends which are likely to
catalyse or hinder the mainstreaming of sustainability within governance.

Due to the specific nature of comparative law research, this domain took a slightly different
approach to the other three. In order to generate an overview from which to make global
conclusions (as well as identify different approaches being used around the world), the research
looked at 11 international jurisdictions, across different areas of the world and different legal
traditions. These were Australia, China, Colombia, Dubai and the UAE, Hong Kong, Japan, The
Netherlands, Singapore, South Africa, Sweden, and the United Kingdom. Two further jurisdictions
were also considered in depth, those of the US (primarily the state of Delaware) and the EU. Other
examples, which appeared during the wider literature review, were also included where appropriate.

Rationale for this domain: The law has emerged as both a core driver, and indeed barrier, in the debate
about the future of sustainability and corporate governance. The last decade has been characterised
by increasing legal codification and enforcement of mandatory frameworks on sustainability-related
topics which go beyond voluntary commitments and corporate self-regulation.?® This legal ‘patchwork’
of sustainability requirements, combined with a growing trend towards litigation on sustainability
issues, presents boards (and indeed governments) with a new suite of legal risks.3° It also renegotiates
the legal latitude of boards to reconcile market forces with sustainability imperatives.

Moreover, itis in the legal domain that debates around company purpose, company interests and the
scope of fiduciary duty have been the most animated. A range of academic, practitioner and policy
voices have sought to deconstruct the legal underpinnings of traditional assumptions about
shareholder primacy, fiduciary duties, corporate accountability, sustainability risks and investor
stewardship.3! Additionally, such trends have also prompted significant resistance in some countries,
particularly the US. In short, law is often the site of contestation where the current sustainability
debates and controversies are being played out and adjudicated.

Domain 2: Board practice, including materiality, purpose, strategy and reporting

This domain examines how board practices are adapting because of changing conceptions of
material considerations, organisational purpose, strategy and reporting. It adopts a global scope and
does not focus on specific regions as does Domain 1.

Rationale for this domain: The issues of ‘What is material?’, ‘What is our purpose?’, and the creation
of organisational strategy and reporting, are strongly inter-connected.

Issues that are ‘material’ are, according to the Global Reporting Initiative (GRI), those aspects that
“reflect the organization’s significant economic, environmental and social impacts, or substantively
influence the assessments and decisions of stakeholders”.3? This can happen through their impact on
strategy, the business model or on one or more of the capitals (for example, environmental resources,
or human labour) it uses or affects.
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‘Purpose’ is the meaningful and enduring reason for an organisation to exist — meaningful because it
aligns the organisation with the long-term wellbeing of society.?®* Where there is no such purpose, the
firm’s legally stated ‘object’” acts as the overarching goal and de facto reason for its existence. The
reason fora company to exist is often assumed to be maximising financial return for shareholders, and
so the objects statement often just describes the market it operates in, or the products it produces.
The narrative of an overarching purpose shapes decision-making in the firm. For example, it creates
clarity on the strategy for value creation, or what is material, and requires the creation of appropriate
indicators to identify whether or not an organisation’s purpose, and strategy to achieve it, have been
achieved, within the parameters set by the governing body.3*

Reporting is key to how a governing body undertakes accountability and oversight. This may either be
through internal reporting of information from different parts of a business, which the governing body
needs; or through external reporting by the governing body to account to stakeholders about whether,
and how, it has achieved its purpose, and created value in the way intended. Reporting needs to be
done well to ensure transparent and open disclosure.

Domain 3: Board membership, structure, individuals and dynamics

This domain examines board composition, board structure, the leadership capabilities exercised by
individual board members, and the group dynamics between board members. As with Domain 2, it
takes a global scope.

Rationale for this domain: Investor and regulator focus on board composition and practices has
evolved significantly over the past 20 years, with resulting implications for board composition, size and
education.?®> Annual board indices, such as those collated by Spencer Stuart, track trends in board
composition, diversity, committees, tenure, remuneration, outside commitments and board
evaluation practices.?® One recent area of focus is that of the detailed interactions and structures of
the board itself. These include: the time allocated to particular areas of decision-making; what
information gets seen and what gets heard; and who has a voice in those decisions. These issues are
shaped by board composition and board structure, as well as being strongly influenced by individual
capabilities and group dynamics. The lack of knowledge about this area has been called the ‘black box’
of boards.?’

An idealised view of boards may be that they function smoothly and are highly structured and deeply
codified. However, the “experience of board meetings, or of the activities of any governing body for
that matter, shows that the reality of board culture can be quite different” with “directors’ behavior

. influenced by interpersonal relationships, by perceptions of position and prestige, and by the
process of power” 32 This domain of interest therefore combines both the ‘harder’ cultural dimensions
of board structure and membership, with the ‘softer’ cultural dimensions of people, personalities and
power.
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Domain 4: Stakeholder engagement (including with investors/shareholders)
This domain examines how stakeholder engagement, as a specific board practice, is changing. As
with Domains 2 and 3, it adopts a global scope.

Rationale for this domain: A stakeholder is a person or organisation that can affect, be affected by, or
perceive itself to be affected by, a decision or activity.? It is in the boardroom that the interests of all
stakeholders ultimately meet and need to be resolved, in order to ensure that organisational goals,
and how they are achieved, are appropriate and achievable.

Board stakeholder engagement is the way in which boards proactively interact with stakeholders, and
goes to the heart of how power and authority are understood and used within the company. How a
board engages with stakeholders is therefore core to board decision-making and how a board directs,
oversees and accounts for its actions. There are several questions that arise within this domain,
including who the board engages with —why and in what way; which stakeholders have more primacy
or ‘weighting’; and how the results of that engagement are incorporated into decision-making.

The answers to these questions relate to an organisation’s capacity to deliver on sustainability. This is
because the quality and content of stakeholder engagement is affected by, and itself affects, how a
board makes decisions and understands the context and knock-on effects of those decisions. How a
board relates to, and/or engages, its different stakeholders is likely to depend on its consideration of
the value that the organisation exists to create; and for whom that value is created. It also depends on
how the board sees the scope of its impacts on wider society, the environment, or on stakeholders, or
its reliance on different resources (human or environmental).

Although subject to ongoing debate and development, our understanding of sustainability draws from the
latest thinking and scientific understanding. It also draws particularly on the work of Herman Daly about
the features of a sustainable economy, and the work of CISL in applying this to a company level (see
Appendix 6 for further details).

What is sustainability?

Drawing from the classic definition of sustainable development from Our Common Future, the final
report of the Brundtland Commission in 1987, the international standards body, 1SO, in its
Governance of organizations — Guidance, defines ‘sustainability’ as a “state of the global system,
including environmental, social and economic aspects, in which the needs of the present are met
without compromising the ability of future generations to meet their own needs”.*! When needs are
satisfied, wellbeing is the result.*?

If we are to achieve the goal of sustainability, it is therefore vital that we protect and restore the
natural and social systems on which all human wellbeing and company activity is based. There is
growing acceptance that thriving companies, and the financial and manufactured capital they create,
are critically dependent on, create and destroy natural capital, human capital and social capital.*?

These underpinning capitals, along with the core social and environmental systems they rely on, have
been referred to as the ‘ultimate means’ or ‘foundational means’.** The growing scientific consensus
is that humanity’s current trajectory is in danger of compromising these foundational means,
undermining the ability of current and future generations to meet their needs. For example, the
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Stockholm Resilience Centre identified environmental planetary boundaries and introduced the
concept of ‘limits’ to economic and social activity.*

The concept of sustainability brings sharply into question how we understand and achieve our needs,
and hence wellbeing — which is the ultimate goal (ends) of sustainability, and of the economy. We can
think about the ‘ultimate ends’ as ‘thriving’, ‘“flourishing’, ‘the good life’, ‘quality of life’, ‘needs
satisfaction’ or the commonly used umbrella term for this: ‘wellbeing’.4®4748 What this means can be
different for people. However, a range of universal needs theories and the existence of international
norms of behaviour (as found for example, in international law, guidelines, or agreements) suggest
that there are core aspects that make up a good life.*>*° Equality and equity are examples of a norm
that is routinely encoded into international norms. In other words, everyone should have the same
opportunities to achieve and influence these ultimate ends. Overall, and consistent with the
Brundtland report, “long-term wellbeing for all people and planet is the closest we might get to a
meta-purpose of society”.>?

Actions that are aligned with a sustainable future help achieve — and do not destroy — long-term
wellbeing, either directly or through the foundations on which all wellbeing can be achieved, now and
in the future.

1.3 A framework for understanding board practice and its
alignment with a sustainable future

Board decisions are shaped by the law. However, how this law is interpreted, and how boards act beyond
what the law dictates, is based on the core worldviews held by board members about what value they
think the business exists to produce, for whom and in what way. Through the governance system the
board adopts, these different worldviews become embedded in the company culture — both intangible
(through for example, norms and customs) and tangible (for example, in policies and processes). These
systemic responses underpin the rationale or ‘business case’ for action that the company takes or does
not take. Pressure from stakeholders, including internal pressure, about how the organisation ‘ought’ to
act will be filtered through these worldviews and resulting culture. If no clear ‘business case’ can be found
then action simply will not happen, or will not be sustained for long.

As outlined in CISL’s previous work in this area, CISL has identified three cohesive approaches (or ‘logics’
that guide decision-making) that a company and its board might have in relation to sustainability. These
underpin what actions do or do not have a rational basis for investment:>2>3

» Corporate Social Responsibility (CSR): short-term profit driven
* Enlightened Shareholder Value (ESV): long-term profit driven

* Purpose driven: sustainability driven (see Appendix 6 for more details).

These approaches require different types of ‘board excellence’ in order to perform optimally. These board
behaviours in turn dictate how far and how fast a board is able to align with a sustainable future. We will
use these three different approaches to sustainability as the basis for a sustainability framework to help us
make sense of the trends we observe, and the drivers and trajectory for them (see Section 2.1 on research
methods). It is important to note that the terms ‘CSR’, ‘ESV” and ‘purpose driven” may be used by othersin
different ways. For example, some businesses may use the term ‘CSR’ to describe values-driven activities

13
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that deliver some sustainable outcomes, however these are usually separate to core activities of the
organisation and are not the key driver of the organisation’s decision-making.

Corporate Social Responsibility (CSR) (short-term profit driven)

Many boards respond to stakeholder pressure because it exerts a threat to driving the business’s
short-term profit. In other words, they try to keep up with the rapidly changing legislative environment
and expectations, and show that change is happening in order to gain and keep favour with important
stakeholders that are increasingly demanding it. For these boards, their responses to unsustainable
outcomes become, in effect, a game of ‘cat-and-mouse’, to reduce threats to their short-term financial
profits. The result is a series of ad hoc CSR activities. These are often limited to attempts to look good,
and hence protect reputation and the social licence necessary to maximise profits, rather than to
systemically address environmental or social risks or proactively create wellbeing outcomes. A board
driven by this approach would not be able to justify continued investment in a sustainability initiative
if there was no continuing threat to being short-term profit driven.

Enlightened Shareholder Value (ESV) (long-term profit driven)

Other boards more clearly understand that their company’s ability to optimise profits in anything but
the short term is threatened unless they shift their business strategy and models to operate within the
healthy thresholds of the multiple sources of value they are dependent on. Hence, these ‘enlightened’
boards can see the risks and opportunities posed by the broader system. They can make the business
case for investing in the health of a wide range of capitals (beyond just financial), the social and
environmental systems that underpin them, and the stakeholders who enable access to these
resources. They also see the benefit of advocating wider system change (for example, through changes
in laws, regulations, or wider industry or societal norms to ‘level the playing field’). For these
companies, ESG is not just a public relations exercise but a way of gaining vital information about the
sustainability of their companies and improving their governance of them, although the ultimate
motivation is to maximise financial performance or survival in the long term.

Purpose driven (sustainability driven)

These boards understand that businesses are enterprises that innovate to help the economy to
achieve collective long-term wellbeing (sustainability). They have carefully considered the very reason
for their company’s existence, and recognise that, rather than optimising financial returns for
investors, in either the short or the long term, the key task their business is required to do is toinnovate
solutions to enhance long-term wellbeing, and to do this within health system thresholds.

This ‘purpose’ is much more than just a shallow purpose or a brand positioning statement. Whether
or not it is summarised in a statement, this meaningful reason to exist sits at the heart of all strategy
and decision-making, aligning internal and external operations with sustainability. This is, however,
not done at the expense of a sound market position and financial management, both of which are
critical to ensuring that the company has the short and long-term financial resources to deliver on its
purpose. This meaningful and clear strategic goal that is engaging for stakeholders, helps overcome
many of the tensions, challenges and drags on innovation that organisations are currently facing.>*

Like ESV, it stewards the natural, human and social capitals on which it depends, as well as caring for
stakeholders. But it goes beyond that approach to redefine the fundamental value-creation goal of the
company so that the organisation is fully aligned with a sustainable future.
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2. Research design

The study is based on two overall research questions:
Research question 1

* What are the trends in board practice, and the related legislative environment, that are likely to
support an organisation aligning its success with sustainability outcomes?

Research question 2

* What are the trends in board practice, and the related legislative environment, that are likely to be an
obstacle to an organisation aligning its success with sustainability outcomes?

The research is taking place over two years and is split into two distinct phases.
Phase 1

* identifies the key trends across a range of international jurisdictions. It undertakes an initial
assessment of these trends for their ability to support or undermine an organisation’s ability to align
its success with sustainability outcomes. It also identifies gaps and areas of uncertainty, some of which
together with key trends identified, will be explored further in the next stage of research.

Phase 2

* will consolidate some of the conclusions of Phase 1, resulting in more substantial recommendations
for boards and those that support and/or enable their practice (for example, advisors or legislators). It
will do this through deeper dives into how some key trends identified are playing out in practice in
different contexts; more detailed primary and secondary evidence gathering at the level of the board;
and further analysis of how these trends support, or provide obstacles to, organisations aligning their
success with sustainability outcomes.

2.1 Research scope and method

In order to manage the complexity of this research project, we restricted its scope by using some specific
parameters.

This research is based primarily on large mainstream businesses with external shareholders, whether
private or publicly listed. As such, it does not generally include small and medium-sized companies; nor
other business types and organisations which are not set up with the primary motivation to make profit.
However, this line is not clear-cut. The evolution in thinking about the ‘purpose’ of a business has blurred
the already fluid boundary and spectrum between organisations that operate solely to achieve public
interest or public benefit goals, and those that operate to achieve primarily private interest, generally
financial.

The trends were identified and analysed using a combination of primary (original) and secondary (existing)
data, and analysed by mostly qualitative research techniques (see Figure 2 below).
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PHASE 1 DATA SOURCES
Primary Data

Global trends survey

Refinitiv Eikon Global Companies Database

Global legal guestionnaire in 11 jurisdictions Selected academic and practitioner sources

Trend gatekeeper interviews

Figure 2 - Future of Boards Phase 1 Data Sources

Primary data

The Global Trends Survey is a short ‘landscape’ survey (Appendix 1) that was created as an initial, broad-
brush ‘scan’ of the landscape of trends in board practice, and the pace of change. It also identifies whether
or not the people contacted have any interest in further in-depth participation in the study. The survey
includes quantitative and qualitative questions.

It was prepared and distributed to individual executive and non-executive board members, as well as to
people who have an interest in boards, such as advisors.

Potential respondents were identified, and accessed, through LinkedIn, CISLand DLA Piper networks. Four
hundred and thirty-three valid responses came from respondents who lived in 61 countries, and were
completed between May and October 2022.

The survey asked respondents to:

* indicate to what degree they felt different areas of board practice were changing
* identify what they believe to be the most significant trends in board practice today, and

* identify what they believe to be the top leadership capabilities required by boards over the next 3-5
years.

The responses to the qualitative questions were analysed with NVivo using an agreed coding frame.> This
frame was informed by the literature review underpinning the study, and adapted to respond to the
themes that emerged from the questionnaire responses themselves (Appendix 2).

Demographic data on the participants was also collected to identify if there were any obvious gaps in
coverage, which could be addressed at a later date.

A Global Legal Questionnaire (Appendix 3) was designed to draw out and map legal and regulatory trends
in selected jurisdictions.

Original data in the form of an up-to-date assessment of the relevant statutes, secondary regulations, case
law and soft law was collected through a legal questionnaire across 11 selected jurisdictions. It was
administered and filled in by DLA Piper lawyers. Given the extensive amount and scope of legislation
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relating to corporate governance that could be included, the decision was made to identify only that
which relates to potential sustainability impact.

The questionnaire covered the areas of:
* company law

* supply chain due diligence

* sustainability reporting requirements
» financial law and listing rules

* corporate governance codes and stewardship codes.
Respondents were asked to:

* identify any legislation or regulation in force in the five categories that might support, or be an
obstacle to, boards aligning business success with sustainability outcomes

* reflect on how legislation or regulation has changed over recent years; comment on any indications of
change going forward, and how far and fast these changes are happening

+ identify any recent reform proposals or legislation/regulations being considered in the five categories
that might act in support of, or be an obstacle to, boards aligning business success with sustainability
outcomes.

Taking into consideration the differences between jurisdictions, particularly in available legal forms, there
was a need to restrict the scope of this research to specific types of business. The legal types investigated
through the questionnaire were therefore those supporting private and public companies, as well as ‘dual-
purpose’ companies where they exist (in other words, benefit corporations).>® The scope and the
outcomes of the survey form the basis of the research in the next report in this series, Phase 1: Part 2.

Interviews with ‘trend gatekeepers’ — people with significant knowledge of the wider landscape for
insights into trends and supporting evidence.

A series of carefully selected 1:1 semi-structured interviews were undertaken with ‘trend gatekeepers’ —
individuals with a broad knowledge of what is happening within and to boards, and therefore most likely
to be in a position to help identify trends in global board practice. Twenty-nine interviews were held,
which created results for 30 interviewees between August 2022 and January 2023. A copy of the interview
schedule can be found in Appendix 4.

Respondents were identified through a combination of professional networks across a range of
jurisdictions; desktop research; and contacts identified through the landscape survey.

The interviews focused on identifying key global trends in board practice across the four domains. There
was a particular focus on identifying supporting evidence for these trends, and reflecting on the drivers,
trajectory, pace of change, and any geographical variation in relation to each trend. Detailed notes were
taken at all interviews, and where permitted these were recorded and transcribed.

The transcriptions and notes were analysed with NVivo using a coding frame which was created to help
analyse and cluster the responses. This frame was informed by the literature review underpinning the
study and adapted to respond to the themes emerging from the interview responses (Appendix 5).
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Secondary (existing) data

The focus of Phase 1 was on understanding trends perceived on the ground, and hence our data in this
phase was focused on primary data. This was supplemented by analysis of a large-scale global database,
the Refinitiv Eikon and some secondary data sources with potential relevance to the project (some broad-
ranging and rigorous, others more anecdotal). The themes emerging from the Global Trends Survey and
the trend gatekeepers’ interviews across all the identified jurisdictions, and beyond, were triangulated
with this data. This synthesis identified further areas to be explored through deeper dives in Phase 2 of the
project.

This most promising source of such data at global level, the Refinitiv Eikon Global Companies Database,
tracks over 450 ESG metrics from around 10,000 of the world’s largest quoted companies (typically those
with a value of more than USS400 million) across 76 countries. The information is gathered from
companies” annual reports, sustainability reports, stock exchange filings, and other news and third-party
commentary, and builds a comprehensive ESG dataset on each company. Given the size and scale of this
dataset, it is one of the best tools to identify macro trends at a global level.

Trend identification

The data above was analysed to identify trends in board practice and the related legislative environment.

An assessment was made of drivers (those elements of context and activity which have influenced those
trends to emerge), and the likely trajectory of those trends (over what time, scale and at what pace). A
critical evaluation was also made of the clarity and consistency of the evidence obtained.

Given the systemic risk that climate instability, ecosystem degradation and structural inequality represents
to the quality and resilience of long-term wellbeing of society at large, and shifting societal expectations,
three critical questions emerge:

1) How and why is the current landscape regarding board practice changing —in other words, what are
the key trends?

2) Are these trends likely to support or be obstacles to boards aligning their organisations with a
sustainable future?

3) What do boards need to know and do in order to change their practice to align with a sustainable
future?

In order to evaluate whether the trends identified support or disable boards in aligning with sustainability,
they were assessed against a bespoke sustainability framework.

We developed this framework to help assess whether or not the observed trends in board practice
contribute to positive sustainability outcomes. It draws on thinking published in the CISL paper Unleashing
the Sustainable Business and an aligned approach used in a guidance standard produced by BSI (the UK
national standards body), PAS 808: Purpose-Driven Organisations.>’~>8

This framework determines the extent to which the observed trends support board practice and decision-
making that aligns broadly with either CSR, ESV, or Purpose driven as previously identified —either in
‘intention’ or in the realisation of that intent.
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Table 1: The sustainability framework

Approach to sustainability

Criteria

Corporate Social Responsibility (CSR)

focus on short-term shareholder financial
value maximisation

limited and unsystematic responses to
societal and stakeholder pressure to limit
negative environmental and social impacts.
Action is based on relieving pressure from
influential stakeholders and ultimately
protecting short-term profit

strong rules-based and compliance mindset

primarily a self-interested motivation
(short-term)

Enlightened Shareholder Value (ESV)

aims to create long-term shareholder
financial value

recognises the importance of operating
within accepted environmental and social
thresholds, and therefore natural, social
and human capitals are stewarded, stock
and flows of these capitals are accounted
for and benefits are allocated to ensure
healthy stakeholders, including the
environment

concerned with double materiality —
external influences on financial income, and
the impact of the organisation on the
environment and wider society because of
its impact on long-term financial
performance (impact materiality)

varying levels of systemic response, from
limited and partial (for example, targets for
CO; emissions only), to explicitly aiming to
operate within all accepted environmental
and social thresholds (eg all Sustainable
Development Goals or all social and
environmental elements outlined in

Doughnut Economics>?)
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primarily a self-interested motivation (long-
term)

Purpose driven

has a clearly defined purpose which defines
its reason to exist as an optimal strategic
contribution to the equitable long-term
wellbeing of people and planet

while all stakeholders are therefore the
ultimate beneficiary, the organisational
purpose acts as a strategic filter to direct all
actions of the company towards an
ambitious contributing aspect or sub-
stakeholder group

the purpose informs all value-creation goals
and parameters for operating. These
parameters ensure action within social
norms and scientific consensus, and in a
way that ensures the health of
stakeholders, wider society and the
environment, which is necessary to achieve
the purpose, and/or may be the object of
the purpose (as opposed to the reason to
exist being to maximise financial value for
members/shareholders)

the purpose is achieved within accepted
environmental and social thresholds, and
therefore natural, social and human capitals
are stewarded, stock and flows of these
capitals are accounted for and benefits are
allocated to ensure healthy stakeholders,
including the environment

shareholders are seen as one of a number
of core stakeholders, and profitability is
seen as a vital means to achieve the
purpose

primarily an externally directed ‘other’
orientation, with self-interest of the
business as a means to that end
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3. Phase 1 continued

On the basis of this research design, and the sustainability framework, we will continue to explore the four
domains of interest.

Phase 1: Part 2 explores the first domain of interest — trends in both ‘hard’ law (legislation and case law) as
well as ‘soft” law (such as codes and guidelines), which relate to areas of broad sustainability concern. This
structured comparison of existing law enables us to gain insights into the context within which boards are

currently operating, and are likely to operate, in the future.

Phase 1: Part 3 then looks at three further domains which relate specifically to trends in board practice,
including in response to this evolving legislative context, and wider pressures to achieve sustainability
outcomes. These three domains are:

1) materiality, purpose, strategy and reporting

2) board membership, structure, individual capabilities and group dynamics, and
3) stakeholder engagement, including interfacing with investors.

Phase 1: Research Summary for Business provides a summary of Parts 1, 2 and 3.

Phase 2 of the research will explore and evaluate key findings from Phase 1 in greater detail. It will also
arrive at a set of recommendations to enable boards to better align organisations with sustainability
outcomes, and positively contribute to a thriving future for all.
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Appendix 1

Global Trends Survey

Please tell us about your role.

(If you have multiple Board/advisor roles, please pick one and answer the rest of the survey with this role
in mind.)

Are you:

A Board member (you serve on the main governing body of your organisation, usually as a director)
An investor/shareholder

A professional Board advisor (eg a consultant, accountant or lawyer)

An academic

A recruiter for Boards

A leadership/executive management team member (and not on the main Board)

A Board sub-committee member (and not on the main Board)

An employee (and not a Board member)

Other

If answer yes to ‘Board member’:

As a Board member, are you:
An executive member of your Board
A non-executive member of your Board

Other, such as an observer

If answer yes to ‘executive member’:

What is your executive role?

Chair

Chief executive officer

Chief financial officer

Chief commercial/sales/marketing officer
Chief strategy/innovation officer

Chief people officer (Human resources)
Chief technology officer

Chief sustainability officer

Chief legal officer/General counsel
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* Company secretary

* Employee/union representative

* Other

If answer yes to ‘non-executive member’:
What is your non-executive role?

* Chair

* Chair of the audit committee

* Chair of the remuneration committee

* Chair of the risk committee

* Chair of the sustainability committee

* General counsel

* Company secretary

* Non-executive director

* Other

If answer yes to ‘professional Board advisor’:
What type of advisor are you?

* Lawyer

* Accountant

* Management consultant

* Educator/assessor

* Recruiter

* Academic/expert

* Sustainability consultant

* Other

In this short section, we explore how you perceive trends in Board practice.
In which of these areas do you see Board governance/practice changing?

Please use the slider to indicate how fast you feel these changes are taking place. O (zero) means no
change; 10 means rapid change.
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Legal frameworks *

Financial frameworks ¥

Organisational purpose & values ¥

Vision +

Strategic oversight *

Oversight of delivery, risk & opportunity $

Accountabilities ¥

Board composition & structure +

Leadership skills *

Stakeholder engagement *

Focus on the impacts of sustainability on ¥
organisations (including ESG)

Focus on the impacts of organisations on glg
sustainability (including ESG)

What do you believe to be the most significant trends affecting Board practice today?

Please use keywords or short sentences.

Key trend 1

Key trend 2

Key trend 3

Over the next 3 to 5 years, what do you think will be the top leadership capabilities required by Boards?
Please use keywords or short sentences, and provide up to three answers.

Capability 1

Capability 2

Capability 3

Is there anything else you’d like to add about trends in Board practice?
Please include links to any research, articles or media you think we should be aware of.

In this brief section we ask for some information about your organisation and a few demographic
questions about you.
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Which type of legal entity is your organisation?

* Public Limited Company (PLC)

* Private Limited Company (Ltd)

* Limited Liability Partnership (LLP) or similar

* Dual objective company (eg Benefit organisation)
* Other

If answer yes to ‘other’:

Please state the legal status of your organisation.
Which sector does your organisation work in?

* Aerospace & Aviation

* Agriculture

* Automotive

» Capital Projects, Construction & Infrastructure
* Charities & Non-Governmental Organisations
* Chemical

» Consumer Goods (FMCG) & Household
» Creative Industries, Media & Publishing
» Defence Industries

* Education

* Electronics

* Energy

* Engineering

* Fashion & Textiles

* Financial Services

* Fishing

* Food & Drink Industry

* Forest, Paper & Packaging

*  Gambling

* Government (Central & Local)

* Healthcare Provider

* Hospitality, Leisure, Travel & Tourism
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HR & Recruitment Services

* Information & Communication Technologies
* Legal & Accounting

* Management Consultancy

* Manufacturing

* Maritime Industries

*  Mining & Raw Materials

* Natural Resource Management

* Pharma, Health & Biotech

* Plastics & Packaging

* Property

* Public Sector (excluding Government)

* Retall

* Telecommunications

* Transport & Logistics

* Other

What is your organisation’s turnover (in GBP equivalent)?
>£5m

>£25m

>£100m

>f1bn

>£5bn

>£10bn

£10bn+

How many employees work for your organisation?
1-5

6-25

26-50

51-100

101-250

251-1,000
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1,001-5,000

5,000+

In which country is your organisation based? — List of countries provided to tick

How old are you?

18-24 years old

25—-34 years old

35-44 years old

45-54 years old

55—-64 years old

65+ years old

What is your gender?

Female
Male
Other

Prefer not to say

In which country do you live? — List of countries provided

How did you hear about this study?

CISL Newsletter

CISL Website

CISL Social Media

DLA Piper Website

DLA Piper Newsletter

DLA Piper Social Media

DLA Piper Staff

University of Cambridge Website
University of Cambridge Newsletter
University of Cambridge Social Media
Web search

Word of mouth

Other
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Appendix 2

Coding scheme for the analysis of the Global Trends Survey.

¢ Knowledge/Experience

*  Mindset
*  Organisational success
o Board
= Board diversity/composition
* Board independence
* Board memberroles
* Board recruitment
o Dialogic
o Finance

o Governance
= Accountability
= Audit
= Culture
» Decision-making improvements
= DEI [diversity, equality, and inclusion]
» Due diligence
* Evaluation
» External expertise
» Information collection
»  QOversight
* Reduced bureaucracy
= Transparency
= Vision
o Operational
= Business model
* ESG leadership
*  Financial management
* Global reach
* Horizontal management
» Labour policies
*  Market analysis
» Operational excellence

= Risk

= Strategy

*  Supply chain oversight
= Talent

= Training

o Partnerships

o Resilience

o Strategies for VUCA [volatility, uncertainty, complexity, and ambiguity]
*  Personal qualities
»  Skills
* Unsure
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Appendix 3

Legal questionnaire mapping legal trends in support and obstacles to the integration of sustainability
in corporate governance.

Introduction and guidelines

This legal questionnaire aims to investigate the legal and regulatory trends, in selected jurisdictions,
that support or hinder the integration of sustainability considerations in corporate decision-making,
operations, and governance. The comparative analysis of these findings will inform and enrich
discussions about the pathways to sustainable corporate governance and serve as a blueprint for
incorporating sustainability factors in corporate law, regulations, and soft law.

The questions cover mainly the areas of (1) company law, (2) supply chain due diligence, (3)
sustainability disclosure requirements, (4) financial law and listing rules, (5) corporate governance
codes and stewardship codes.

The legal forms investigated in this questionnaire are private and public companies, as well as ‘dual-
purpose’ companies (both for private and public benefit) where existing. Considering the differences
between jurisdictions, for the purpose of this study:

A private company is defined as a legal entity with independent legal personality, limited liability,
share capital, limited transferability of shares, delegated management and investor ownership.

A public company is defined as a limited liability company that has offered shares to the general
public.

Dual-purpose companies are for-profit legal entities whose purpose, in addition to generating
profits, is to reduce negative externalities and produce a positive impact on the environment,
society, the workers and the community in which they operate (the so-called ‘public benefit’).

We kindly ask you to provide answers to the questions below, indicating the exact references to
laws, regulations, case law and other sources mentioned.

In answering the questionnaire, please refer to the law in force highlighting, if any, recent reforms and
any pending legislative or regulatory initiatives likely to promote or hinder sustainability outcomes.

1. Company law

1.1. Purpose and director’s duties
1. What is the “legal purpose” of private companies/public companies according to law/case law in
your jurisdiction (e.g., pure profit-making purpose, allows the pursuit of both profit and altruistic
purposes, etc.)?

2. Does the law allow or require companies to state their higher “purpose” (that goes beyond the
profit orientation) in the articles of association and/or bylaws?

3. Are dual-purpose entities (for-profit and for public good/public benefit, such as the benefit
corporations) regulated in your jurisdiction? If yes, what are their main features according to the law?

4. What are the duties of directors in your jurisdiction? Are they defined in law or case law?
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5. What are the legal effects of failing to fulfil the duties? Who may take action to enforce them?

6. To what extent are the duties of directors in your jurisdiction owed to shareholders over all other
stakeholders?

7. Are individual directors or boards required or permitted to identify and disclose the legal entity’s
stakeholders and their interests?

8. Are individual directors or boards required or allowed to take into account the effects of corporate
decisions and operations on stakeholders? If yes, to what extent do they have discretion in
determining how to prioritise different factors and constituencies?

9. Does the law regulate CEO and directors’ remuneration policy? How?

1.2. Stakeholder engagement

1. Which stakeholders, if any, have a role in the enforcement of the directors’ duties?

2. Does the law prescribe any stakeholder engagement mechanisms? If yes, please describe them?

3. Does the law prescribe companies to disclose how they engage with their stakeholders? And is that
disclosure standardised?

1.3. Board structure

1. Please describe the possible structure of board governance in your jurisdictions (e.g., one-tier vs
two-tier boards, executive and non-executive directors, etc.)?

2. Does the law allow individuals to hold at the same time the role of CEO and board chairperson?

3. Are there any legal obligations relating to the presence of specific constituencies on boards (i.e.,
independent directors, employees, representatives of minorities, or others)?

4. Are there any legal rules mandating companies to consider the environmental, social, and/or other
sustainability-related skills and expertise in the directors’ nomination and selection process?

1.4. Obstacles and enablers

1. Are there any other company law provisions that promote the integration of sustainability factors
into corporate strategy, operations, and governance?

2. Are there any company law provisions that constitute an obstacle to integrating sustainability
factors into corporate strategy, operations, and governance?

2. Supply chain due diligence

1. Are companies/directors legally required to identify and prevent the adverse impacts of their
activities - and of activities taking place within their supply chain - on human rights (e.g., child labour
and exploitation of workers), and/or the environment (e.g., pollution and biodiversity loss)?

2. Briefly describe the scope and content of the supply chain due diligence obligations, if existing.
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3. Do these obligations, if existing, apply to companies registered in other jurisdictions?

4. Are there legal obligations regarding the use of specific templates, guidelines, or standards for
meeting supply chain due diligence requirements?

5. Are companies legally required to publicly communicate about their supply chain due
diligence/monitoring activities?

6. Is there a regulator/independent authority with the power to verify compliance with the
abovementioned (substantial or disclosure) requirements?

7. What are the legal effects of failure to fulfil supply chain due diligence requirements?
8. Is it required to have in place a third-party assurance regime?

2. Sustainability Disclosure Requirements

1. Do companies have corporate sustainability disclosures/reporting requirements?

2. If yes, please briefly describe the scope and content of any existing or pending sustainability
disclosure/reporting requirements.

3. Are there any legal requirements or regulatory guidance mandating companies to align sustainability
disclosure with internationally recognised standards (e.g., TCFD)?

4. What are the legal effects of misrepresentation or failure to fulfil sustainability disclosure
requirements?

5. What are the most relevant disclosure provisions that promote the integration of sustainability
factors into corporate strategy, operations, and governance?

6. Are there disclosure requirements that constitute an obstacle to integrating sustainability factors
into corporate strategy, operations, and governance?

4. Financial law/capital markets law/listing rules

1. What are the legal duties that apply to directors and boards of asset owners and investment
managers in managing their portfolios? In the interest of whom, legally, should board members of
asset owners and investment managers fulfil their duties?

2. Do asset owners and investment managers have legal obligations to use investment powers to
identify, prevent or mitigate sustainability risks?

3. Do asset owners and investment managers have a legal obligation or permission to consider the
beneficiaries’ interests beyond their financial interests?

4. Are asset owners and investment managers prohibited, required, or permitted to pursue
sustainability goals through stewardship activities?

5. Do asset owners and investment managers carry out legal liability to third parties (including asset
owners) for adverse impacts?
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6. Are there any ESG disclosure guidelines for listed entities? Please provide details.

7. Do the listing rules of stock exchanges in your jurisdiction require companies and their boards to
consider and report on their social or environmental impacts?

8. Are there any other provisions of financial law that promote the integration of sustainability factors
into corporate strategy, operations, and governance?

9. Are there any provisions of financial law that constitute an obstacle to integrating sustainability
factors into corporate strategy, operations, and governance?

5. Corporate Governance Codes and Stewardship Codes

1. Is there a corporate governance code in vyour jurisdicion? When has been/will be
enacted/amended? To whom is it applicable?

2. To what extent does the corporate governance code provide guidance on the integration of
sustainability in corporate governance? Please refer to the main relevant provisions.

3. Is there a mandatory duty to comply with the Corporate Governance Code?

4. Is there a stewardship code in your jurisdiction? When has been/will be enacted/amended? To
whom is it applicable?

5. To what extent does the stewardship code provide guidance on the integration of sustainability
factors in stewardship activities? Please refer to the main relevant provisions.

6. Is there a mandatory duty to comply with the Stewardship Code?

7. Is there a mandatory duty to report on compliance with any other specific Code of Conduct?
(A) Securities Listing Regulations

(B) Financial Instruments and Exchange Act

6. Case studies

1. Please list examples of any landmark cases on sustainability-related matters in your jurisdiction.

2. Please list any companies established in your jurisdiction that, in your view, are leading the way in
sustainable corporate governance.

7. Pending legislation

1. Please list below any incoming laws or regulations that might be relevant to the topics above.

2. If so please describe, please indicate the reference and describe the main content and possible date
of enactment of the legislation.

32



Future of Boards
Phase 1, Part 1
Foundation and Methodology

Appendix 4

Trend Gatekeeper Interview Schedule.

What are the top three things that rise to the surface when you think about trends influencing boards?
How has it changed / Is it changing?

In brief, what do you think are currently the biggest pressures driving the changes you described
above?

Looking specifically at actual practices, intentions, pressure on intentions, geographical cover/limit:

* What are the biggest trends you are seeing around board governance of stakeholder
engagement?

* What are the biggest trends you are seeing around board membership, structure, individual
capabilities and dynamics?

* What are the biggest trends you are seeing happening around board practices including purpose,
strategy, materiality and reporting?

* What are the legal and regulatory trends you are seeing today around organisational governance?
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Appendix 5

Thematic coding scheme for the analysis of the Trend Gatekeeper Interviews.

* Trend Name

» Direction (can be other options as well)
* Increasing
* Decreasing

* Speed
* Fast
* Moderate
* Slow
* General comments on timescale

* Geography (can break this down further to specific countries, regions etc)
* Africa
* Asia

» Australia/Oceania

* FEurope
e UK
* EU

* Other countries in Europe
*  North America
* South America
* Global
* Drivers
* eg Consumer pressure
* Barriers
* eg Resistance to change
* Evidence (judgement on how solid the evidence base is for the statement made)

» Strong (eg reference to publicly available data, eg legislation, databases, peer-reviewed
research)

* Moderate (eg anecdotal —reference to multiple boards, conference proceedings)

» Weak (eg anecdotal — singular reference)
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Signals (to what degree the trends are established)
* Strong (manifest in legislation and/or board practice)

* Emerging (while they may not be routinely practised there is a clear shift in the consensus
about how board practice should change)

* Weak (the consensus may not be strong but there is a shift in the broader conversation by
powerful stakeholders about the coming future of board practice)

Potential sustainability impact (you might want to qualify this further by indicating where the
respondent explicitly addresses impact (reported impact) versus where your judgement as
researcher is that the point made could have significant sustainability impact (assessed impact))

* Enabler
e Barrier

* Ambiguous (used when someone is explicitly reflecting on potential alignment with
sustainability but not sure/could go either way)

Potential trend outcomes (other)

Alignment with the different approaches to sustainability (perhaps not applied to everything but
where you feel the framing/language really obviously aligns with one approach)

» Corporate Social Responsibility (CSR)
* Enlightened Shareholder Value (ESV)
* Purpose driven

» Other business structures and approaches (eg co-operatives and mutuals which are not profit
driven and which operate with specific end goals which may be seen to align with public
interest, although not in the full ‘purpose’” way. Some financial mutuals for example are very
large and may be caught here —also trusts/foundation owned and without outside
shareholders which are not likely/as likely to be fully profit driven)

Survey (other additional comments)
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Appendix 6

The conceptual basis for the sustainability analysis framework.

The intellectual underpinning derives from, and expands the thinking in, Herman Daly’s 1973 edited book,
Toward a Steady-State Economy, which was further adapted by Donella Meadows and then further in the
CISL report Unleashing the Sustainable Business %9612

The influence of Herman Daly

In understanding the actions of companies, it is important to understand the economic context that they
operate in and for. Herman Daly was one of the original ecological economists. He focused at the macro-
economic level and described what a sustainable economy was and should be, and how and why we are
off track in achieving it. One main insight he had was that, reflecting the Brundtland report conclusions,
any human economy exists to achieve wellbeing for the society it serves. To do this, it rests, and relies on,
the world’s natural environmental stocks, such as its geology, soils, air, water and all living organisms.

A second important insight of Daly’s work was that this goal, and these dependencies, go unrecognised in
mainstream economic thinking. In other words, the business-as-usual (BAU) way of organising the market
economy is focused narrowly on creating the ‘intermediary ends’ (for example, financial capital) and on
governing the health of the ‘intermediary means’ (for example, manufacturing capital) as the basis to
achieve this goal. Hence, gross domestic product (GDP) is the key measure of the success of an economy,
and the foundations, as well as the end goals of the economy, go unrecognised and ungoverned. In the
context of an ever-expanding economy, it is therefore not surprising that we are in a state of severe
unsustainability — where our long-term wellbeing is under existential threat. CISL’s Unleashing the
Sustainable Business report outlines the specific assumptions about how the market is assumed to act to
automatically optimise wellbeing for society — assumptions that motivate and moralise the BAU approach.

Business-as-usual

Daly organised his thinking about a sustainable economy into a triangle, which was then modified by
Donella Meadows. The macro-economy and the decision-making of the companies that operate within it,
are intricately connected. The organisational level was not something, however, Daly focused on. Figure 1,
taken from PAS 808:2022 shows the more recent adaptation of Daly’s famous triangle, which brings a
range of insights about the economy and the company together, and uses this to explain the paradigms or
approaches that constrain companies’, and their boards’, ‘line of sight’ in terms of sustainability.®3
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Figure 3: An adapted Daly’s Triangle (Source: PAS 808:2022)%*

Here, mirroring the normal macro focus on GDP, the current narrow focus of business is on the
‘intermediate means and ends’, in other words, it is focused on accumulating and protecting financial and
manufactured capital, normally for members (shareholders) and the survival of the company. This is what
we primarily legislate and regulate for.

We can call this ‘middle of the triangle’ focus on driving short-term profit, where there is a cursory
attention to sustainability issues, ‘Business-as-usual (BAU) CSR’. As PAS 808 outlines: “To ease stakeholder
pressure to address the negative effects of [unsustainability], many organizations have adopted corporate
social responsibility (CSR) programmes. These tend to result in an ad-hoc series of actions which do good,
and can be comprehensive and multi-year, but remain peripheral to the operation of the business.”
BAU/CSR has been justified, not only by the shareholder primacy model, but also by an economic
mainstream which sees this narrow focus as the most efficient way to deliver the ‘greatest good for the
greatest number’ .

The ‘ultimate ends’, or purpose of it all (wellbeing) and the ‘ultimate means’ they, and financial and
manufactured capital rely on (the natural, human and social capital) lie outside the line of sight of business
decision-making —including innovation and accounting. It is not difficult to see that if all strategy and
innovation is focused purely on maximising financial income, then opportunities to create improvements
to short or long-term wellbeing will go unexplored, and the likelihood of externalising the costs of profits
on others is high.

At the ‘bottom of the triangle’, Daly focuses on environmental limits. Further global scholarship has
clarified and articulated our understanding of these capitals and systems; their current degraded state; the
threshold conditions we need to act within; and the restoration strategies we need to adopt. For example,
the Stockholm Resilience Centre identified environmental planetary boundaries and introduced the
concept of ‘limits’ to economic activity.®® Kate Raworth developed the Doughnut Model of the economy,
building directly on Daly’s work, and introducing the idea of social boundaries (or a social floor) alongside
the planetary boundaries (ecological ceiling).6” And several interdisciplinary projects have sought to map
and measure the foundational capitals.®®
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This ‘bottom of the triangle’ thinking has also been extended to the company level. For example, work
undertaken by organisations such as Forum for the Future,®® the Capitals Coalition and the International
Integrated Reporting Council’® (now part of IFRS) illuminates these environmental foundations of an
economy (or capitals), and the equally important human (individual) and social capitals. For companies,
these foundational capitals are equivalent to ‘intermediary’ financial and manufactured capitals that the
board closely governs. A core insight is that all these capitals are vital for a company to achieve its goal.
They all need to be accounted for, and companies need to act so that the shared social and environmental
systems that underpin these resources, such as human flourishing, a stable climate, fresh water, as well as
well-connected communities and people, and strong and resilient social institutions’t are governed

properly.

BAU companies that do understand that severe degradation of the foundational means poses an urgent
risk to their profit maximisation or survival in anything but the short term, are beginning to integrate these
risks into their governance and decision-making. We can think of this longer-term approach to BAU as
‘enlightened shareholder value’ or BAU/ESV. For these companies, ESG is, at its best, a way for businesses
to report and make better decisions to ensure they are operating within thresholds of healthy social and
environmental systems, govern properly the stocks and flows of the capitals that derive from them, and
invest in the health of the stakeholders they rely on. For those still in BAU/CSR, ESG is more often ad hoc
compliance to assuage ESV-focused investors who are concerned about risk to their financial capital.

A sustainability-driven approach as adopted by ‘purpose-driven” companies, and as outlined in PAS 808, is
governed and managed within the whole triangle. This involves a move away from relying on market
dynamics to automatically achieving collective long-term wellbeing. These companies have a reason to
exist, and an accountability frame, that directly contributes to long-term wellbeing for all —achieved within
operating parameters that ensure the health of systems, stakeholders and capitals (as is also true for ESV
firms). These parameters ensure ethical behaviour and evidence-based decision-making.

Wellbeing

Daly clarified the ‘ultimate ends’ of any economy as “maximizing the cumulative number of lives ever to
be lived over time at a level of per capita wealth sufficient for a good life”.”? This reminds us that financial
income (measured by GDP at a national level and profits at a company level), is of course a proxy means to
that ultimate end. Donella Meadows clarified these ultimate ends as ‘wellbeing” and as the consequence
of meeting universal human needs.”®> More recent analysis and thinking has brought to the fore the insight
that ‘long-term wellbeing for all’ is simultaneously the goal of an economy and the definition of
sustainability — a reworking of the Brundtland definition.”*

The UK’s BSI Guidance Standard BS 8950: Enhancing Social Value defines wellbeing as “a balanced state of
being where no fundamental psychological or physical human needs are significantly deficient and hence
the foundations of physical and psychological health are present in enough measure to meet challenges
faced”.”

The word ‘wellbeing’ as a ‘catch-all’ word to encompass varying conceptions of the ‘good life’ is not used
everywhere around the world and varies between cultures. There is, however, broad consensus that
fundamental needs are universal, and these underpin our understanding of wellbeing.”®

The goal of an economy, and of sustainability, is optimisation of wellbeing for society ‘as a whole’, not just
for a few. We therefore need to talk about long-term wellbeing for all — the equitable wellbeing of society
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as a whole over time. The guideline standard PAS 808: Purpose-Driven Organisations argues that the
worldview underpinning equitable wellbeing is one in which equality, equity and citizenship are end-goals,
because “we are all of equal and high worth and should have the same opportunities to achieve wellbeing
and influence long-term wellbeing for all people and planet.””’

39



Future of Boards
Phase 1, Part 1
Foundation and Methodology

Endnotes

L Will Steffen et al. “The Trajectory of the Anthropocene: The Great Acceleration,” The Anthropocene Review 2, no.1 (2015): 81—
98, https://journals.sagepub.com/doi/abs/10.1177/2053019614564785.

2 Robert H. Cowie et al. “The Sixth Mass Extinction: fact, fiction or speculation?” Biological Reviews (2022),
https://doi.org/10.1111/brv.12816.

3 Credit Suisse, Global Wealth Report 2022 (Credit Suisse, 2022), https://www.credit-suisse.com/about-us/en/reports-
research/global-wealth-report.html.

4 United Nations, World Social Report 2020 (UN, 2020), https://www.un.org/en/desa/world-social-report-2020.
5> United Nations, World Social Report 2020.

6 Yanfeng Gu et al. “Income Inequality and Global Political Polarization: The economic origin of political polarization in the world,”
Journal of Chinese Political Science 27 (2015): 375-398, https://doi.org/10.1007/s11366-021-09772-1.

7 World Economic Forum, The Global Risks Report 2022 (WEF, 2022), https://www.weforum.org/reports/global-risks-report-
2022.

8 For instance, the governments of 18 countries are working within the framework of the International Platform on Sustainable
Finance to develop regulatory frameworks that realign capital markets and redirect capital flows towards sustainable activities.
Many convening bodies —such as the Task Force on Climate-Related Financial Disclosures (TCFD), the World Economic Forum
(WEF), the World Federation of Exchanges (WFE), and joint work by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) and the World Business Council for Sustainable Development (WBCSD) — have published recommendations
on the disclosure and management of non-financial risks.

% Amy-Jo Crowley, “Global shareholder activism sees record number of European campaigns,” Reuters, January 18, 2023,
https://www.reuters.com/business/global-shareholder-activism-sees-record-number-european-campaigns-report-shows-2023-
01-18/.

10 Joana Setzer, and Catherine Higham, Global trends in climate change litigation: 2022 snapshot (London: Grantham Research
Institute on Climate Change and the Environment and Centre for Climate Change Economics and Policy, London School of
Economics and Political Science, 2022), https://www.Ise.ac.uk/granthaminstitute/publication/global-trends-in-climate-change-
litigation-2022/.

1 The World Economic Forum’s 2021 article: “The global eco-wakening: How consumers are driving sustainability” quoted
research by Morgan Stanley that sustainable investments make up 26 per cent of global assets: www.esgthereport.com/why-is-
there-a-rise-of-esg-
investing/#:~:text=The%20rise%200f%20ESG%20investing%20can%20be%20attributed,and%20governance%20issues%20by %2
Osociety%20as%20a%20whole.

12 For example, see https://www.greenbiz.com/article/world-upside-down-boards-must-drive-stakeholder-capitalism.

13 Victoria Hurth, and Aris Vrettos, Unleashing the Sustainable Business: How purpose transforms an organisation (Cambridge,
UK: University of Cambridge Institute for Sustainability Leadership, 2021).

141S0, ISO 37000:2021 Governance of organizations — Guidance (1SO, 2021), https://committee.iso.org/ISO_37000_Governance.
15 Leo E. Strine Jr., Justin L. Brooke, Kyle M. Diamond, and Derrick L. Parker Jr., “It’s time to focus on the “G” in ESG,” Harvard
Business Review, https://hbr.org/2022/11/its-time-to-focus-on-the-g-in-esg.

16 See for example the unique governance model developed, and challenges expressed, by River Simple, a UK hydrogen-powered
car company:
https://www.riversimple.com/governance/#:~:text=The%20Riversimple%20model%200f%20governance%20is%20constructed
%20to, ‘deliver' %2C%20even%20in%20the%20face%200f%20complex%20challenges.

17 Milton Friedman, Capitalism and Freedom (University of Chicago Press, 1962).
18 Adolf Berle, and Gardiner Means, The Modern Corporation and Private Property (New York: Commerce Clearing House, 1932).

19 Business Roundtable, “Business Roundtable Redefines the Purpose of a Corporation to Promote ‘An Economy That Serves All
Americans’,” August 19, 2019, https://www.businessroundtable.org/business-roundtable-redefines-the-purpose-of-a-

corporation-to-promote-an-economy-that-serves-all-americans.



Future of Boards
Phase 1, Part 1
Foundation and Methodology

20 Klaus Schwab, “Davos Manifesto 2020: The Universal Purpose of a Company in the Fourth Industrial Revolution,” World
Economic Forum, December 2, 2019, https://www.weforum.org/agenda/2019/12/davos-manifesto-2020-the-universal-
purpose-of-a-company-in-the-fourth-industrial-revolution/.

21 BS|, PAS 808: Purpose-driven Organisations: Worldviews, principles and behaviours (BSI, 2022), https://www.bsigroup.com/en-
GB/standards/pas-808/.

22 This work is similar to, and aligned with, another definition of ‘purposeful’ business: “to produce profitable solutions to the
problems of people and planet and not to profit from producing problems for people or planet”. This underpinned the work of
the British Academy’s Future of the Corporation initiative. British Academy, Reforming Business for the 21st Century (BA, 2018),
https://www.thebritishacademy.ac.uk/publications/reforming-business-21st-century-framework-future-corporation/.

23 BS|, PAS 808: Purpose-driven Organisations.

24 For example, the wealth management Pictet Group, in conjunction with CNBC, wrote a summary article on “Why companies
are increasingly focusing on a more purpose-driven approach” citing Ernst & Young, and American Express research on the
preferences of Millennials and Generation X: https://www.pictet.com/uk/en/insights/why-companies-are-increasingly-focusing-
on-a-more-purpose-driven0. See also the insights collected and referenced by the Harvard Business Review at
https://online.hbs.edu/blog/post/corporate-social-responsibility-
statistics#:~:text=0nly%2051%20percent%200f%200rganizations%20that%20are%20in,indicates%20a%20correlation%20betwe
en%20purpose%20and%20profit.%204.

25 Andrew J. Hoffman, “The Next Phase of Business Sustainability,” Stanford Social Innovation Review 16, no. 2 (2018): 35-39,
https://doi.org/10.48558/1C0OC-ON15. https://ssir.org/articles/entry/the_next_phase_of_business_sustainability#.

26 See for example, how four businesses, including IKEA and Unilever, developed, aligned and integrated a purpose and strategy
to transition to a sustainable economy: University of Cambridge Institute for Sustainability Leadership (CISL), Leading with a
sustainable purpose: Leaders’ insights for the development, alignment and integration of a sustainable corporate purpose
(Cambridge: University of Cambridge Institute for Sustainability Leadership, 2020),
https://www.cisl.cam.ac.uk/resources/sustainability-leadership/leading-with-a-sustainable-purpose; a Harvard Business Review
report The Business Case for Purpose (https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/digital/ey-the-business-
case-for-purpose.pdf) cites research that 44 per cent of business executives surveyed say they do not have a clear purpose but
are going to develop one; a Deloitte (2022) survey on purpose (https://www?2.deloitte.com/us/en/insights/topics/strategy/mind-
the-purpose-gap.html) indicates that purpose is at the forefront of the minds of a large majority of senior managers that were
surveyed.

27 Larger businesses, particularly those that operate internationally, are also the most studied academically, and their case studies
form the basis of teaching at business and management schools. This previously narrow focus of teaching on primarily the
theoretical underpinnings of shareholder primacy models, is however beginning to change, as a result of challenges by both
students and the emerging discussion around purposeful business. For example, see British Academy, Teaching purposeful
business in UK business schools (BA, 2022), www.thebritishacademy.ac.uk/publications/future-of-the-corporation-teaching-
purposeful-business-in-uk-business-schools/.

28|SO, ISO 37000:2021 Governance of organizations.

2% The main areas of legislative and regulatory action across jurisdictions include: (1) the incorporation of climate commitments
into law, (2) the integration of sustainability risks across the investment chain, (3) the introduction of non-financial disclosure
requirements, (4) the requirement to perform human rights due diligence and ensure corporate accountability for social and
environmental impacts arising across supply chains, (5) the harmonisation of sustainability reporting standards, (6) the creation
of new corporate forms to accommodate profit-making and altruistic goals, (7) the regulation of ESG data and rating providers,
(8) the introduction of mandatory diversity requirements for corporate boards, and (9) the development of green taxonomies for
sustainable finance and mandatory rules to combat greenwashing.

30 These are generally climate lawsuits in response to the proliferation of climate-related laws. See Grantham Research Institute
on Climate Change and the Environment, and Sabin Center for Climate Change Law, “Climate Change Laws of the World
Database,” www.climate-laws.org.

31 See for example, UNEP Fl and UN PRI, Fiduciary Duty in the 21st Century (2021), https://www.unepfi.org/wordpress/wp-
content/uploads/2019/10/Fiduciary-duty-21st-century-final-report.pdf.

32 UNDP, SDG Impact Standards Glossary (UNDP, 2021), https://sdgimpact.undp.org/assets/SDG-Impact-Standards-Glossary.pdf.



Future of Boards
Phase 1, Part 1
Foundation and Methodology

33 Victoria Hurth et al., Organisational Purpose: The construct and its antecedents and consequences, Working Papers, 201802
(Cambridge: Cambridge Judge Business School, 2018), https://ideas.repec.org/p/jbs/wpaper/201802.html.

34 Victoria Hurth et al., Unleashing the Sustainable Business.

35> Merel Spierings, Diversity, Experience, and Effectiveness in Board Composition (Harvard Law School Forum on Corporate
Governance, 2022), https://corpgov.law.harvard.edu/2022/06/14/diversity-experience-and-effectiveness-in-board-
composition/.

36 “Spencer Stuart Board Indexes,” Spencer Stuart, accessed February 19, 2023, https://www.spencerstuart.com/research-and-
insight/board-indexes.

37 See for example Cate Watson et al., “Opening the ‘black box": what does observational research reveal about processes and
practices of governing?”, J Manag Gov, 25 (2021): 189-22, https://doi.org/10.1007/s10997-020-09503-3.

38 Bob Tricker, Corporate Governance: Principles, Policies and Practices, 2nd Edition (New York: Oxford University Press, 2019),
327.

39180, ISO 37000:2021 Governance of organizations, 5.

40 The World Commission on Environment and Development, Our Common Future (Oxford, New York: Oxford University Press,
1987).

411SQ, ISO 37000:2021 Governance of organizations.
42 Donella Meadows, Indicators and information systems for sustainable development (The Sustainability Institute, 1998).

43 For a full understanding of the capitals approach to understanding value formation, see the work of the Capitals Coalition at
https://capitalscoalition.org.

44 BSI, PAS 808: Purpose-driven Organisations.

4> Johan Rockstrom et al., “Planetary Boundaries: Exploring the safe operating space for humanity,” Ecology and Society 14, no. 2
(2009): 32, http://www.ecologyandsociety.org/vol14/iss2/art32/.

46 Kate Raworth, Doughnut Economics: Seven Ways to Think Like a 21st-Century Economist (Random House Business, 2017);
Wayne Visser, Thriving: The Breakthrough Movement to Regenerate Nature, Society, and the Economy (Fast Company Press,
2022).

47 John R. Ehrenfeld et al., Flourishing: A Frank Conversation About Sustainability (Stanford, California: Stanford University Press,
2013).

48 Victoria Hurth et al., Unleashing the Sustainable Business.

4 Manfred A. Max-Neef et al., Human scale development: Conception, application and further reflections (New York: The Apex
Press, 1991).

50 |nternational norms of behaviour are defined by the international social responsibility standard 1SO 26000
(http://www.iso.org/iso-26000-social-responsibility.html) as:

“expectations of socially responsible organizational behaviour derived from customary international law, generally accepted
principles of international law, or intergovernmental agreements that are universally or nearly universally recognized”. They add
additional notes to clarify this definition: intergovernmental agreements include treaties and conventions; although customary
international law, generally accepted principles of international law and intergovernmental agreements are directed primarily at
states, they express goals and principles to which all organisations can aspire; and international norms of behaviour evolve over
time.

51 BSI, PAS 808: Purpose-driven Organisations.

52 Kate Raworth, Doughnut Economics.

53 Victoria Hurth et al., Unleashing the Sustainable Business.
54 BSI, PAS 808: Purpose-driven Organisations.

% NVivo is a form of qualitative data analysis software: https://lumivero.com/products/nvivo/.



Future of Boards
Phase 1, Part 1
Foundation and Methodology

56 Michael R. Littenberg et al., “Delaware Public Benefit Corporations—Recent Developments,” Harvard Law School Forum on
Corporate Governance, August 31, 2020, https://corpgov.law.harvard.edu/2020/08/31/delaware-public-benefit-corporations-
recent-developments/.

57 Victoria Hurth et al., Unleashing the Sustainable Business.

58 BS|, PAS 808: Purpose-driven Organisations.

59 Kate Raworth, Doughnut Economics.

60 Herman E. Daly (Ed.), Toward a steady-state economy (W. H. Freeman & Co., 1973).
61 Donella Meadows, Indicators and information systems.

62 Victoria Hurth et al., Unleashing the Sustainable Business.

63 BSI, PAS 808: Purpose-driven Organisations.

64 BSI, PAS 808: Purpose-driven Organisations.

8 This utilitarian approach to decision-making balances costs and benefits (pain and pleasure/happiness). It originates from the
thinking of Jeremy Bentham: https://www.utilitarianism.net/utilitarian-thinker/jeremy-bentham/.

6 Johan Rockstrom et al. “Planetary Boundaries.”
67 Kate Raworth, “The Doughnut of Social and Planetary Boundaries (2017),” https://www kateraworth.com/doughnut/.

68 See for example, the work of the International Integrated Reporting Council (IIRC) (https://www.integratedreporting.org/what-
the-tool-for-better-reporting/get-to-grips-with-the-six-capitals/); Capitals Coalition (https://capitalscoalition.org/capitals-
approach/); and the University of Cambridge Bennett Institute’s work on the wealth economy
(https://www.bennettinstitute.cam.ac.uk/research/research-projects/wealth-economy-social-and-natural-capital/).

69 “The Five Capitals — A framework for sustainability,” Forum for the Future, accessed 22 March, 2023,
https://www.forumforthefuture.org/the-five-capitals.

70 “The Capitals,” IFRS Foundation, accessed 22 March, 2023, https://www.integratedreporting.org/the-capitals/.
71 “The Capitals Approach,” Capitals Coalition, accessed 22 March, 2023, https://capitalscoalition.org/capitals-approach/.

72 Herman Daly, “An Economics Fit for Purpose in a Finite World,” CASSE, October 2, 2014, https://steadystate.org/an-
economics-fit-for-purpose-in-a-finite-world/.

73 Donella Meadows, Indicators and information systems.

74 Victoria Hurth, “If You Want to Go Far, You Need to Go Deep: A Framework of Impact Archetypes,” in Generation Impact, ed.
Adam Richards, and Jeremy Nicholls (Emerald Publishing Limited, 2021), 237-256.

75 BSI, “First guide to understanding and enhancing social value,” December 2, 2020, www.bsigroup.com/en-GB/about-
bsi/media-centre/press-releases/2020/december/first-guide-to-understanding-and-enhancing-social-value/.

76 See for example the work of Max-Neef et al., who classify the fundamental human needs as: subsistence, protection, affection,
understanding, participation, recreation, creation, identity and freedom: Manfred A. Max-Neef et al., Human Scale Development.

77 BSI, PAS 808: Purpose-driven Organisations.



Future of Boards
Phase 1, Part 1
Foundation and Methodology

References

Berle, Adolf, and Gardiner Means. 1932. The Modern Corporation and Private Property. New York:
Commerce Clearing House.

British Standards Institution. 2022. ‘Purpose-Driven Organizations. Worldviews, Principles and Behaviours
for Delivering Sustainability. Guide.” https://www.bsigroup.com/en-GB/standards/pas-808/.

Business Roundtable. 2019. ‘Business Roundtable Redefines the Purpose of a Corporation to Promote “An
Economy That Serves All Americans” . Business Roundtable Press Release. Vol. August.
https://www.businessroundtable.org/business-roundtable-redefines-the-purpose-of-a-corporation-to-
promote-an-economy-that-serves-all-americans.

Capitals Coalition. 2023a. ‘A Global Collaboration Redefining Value to Transform Decision Making’. 2023.
https://capitalscoalition.org/.

———.2023b. ‘The Capitals Approach’. 2023. https://capitalscoalition.org/capitals-approach/.
———.2023c. ‘The Capitals Approach’. 2023. https://capitalscoalition.org/capitals-approach/.

Corduneanu, Roxana, Lucy Traynor, Payal Vasudeva, Katie Minton, and Zeinab Chaudhary. 2022. ‘Mind
the Purpose Gap’. 2022. https://www2.deloitte.com/us/en/insights/topics/strategy/mind-the-purpose-
gap.html.

Cowie, Robert H, Philippe Bouchet, and Benoit Fontaine. 2022. ‘The Sixth Mass Extinction: Fact, Fiction or
Speculation?’ Biological Reviews 97 (2): 640-63. https://doi.org/https://doi.org/10.1111/brv.12816.

Crowley A. 2023. ‘Global Shareholder Activism Sees Record Number of European Campaigns’. 2023.
https://www.reuters.com/business/global-shareholder-activism-sees-record-number-european-
campaigns-report-shows-2023-01-18/.

Daly, Herman. 2014. ‘An Economics Fit for Purpose in a Finite World’. 2014. https://steadystate.org/an-
economics-fit-for-purpose-in-a-finite-world/.

Ehrenfeld, John, and Andrew Hoffman. 2013. Flourishing: A Frank Conversation About Sustainability .
Stanford, California: Stanford University Press.

Emerick, Dean. 2021. ‘Why Is There a Rise of ESG Investing?’ 2021. https://www.esgthereport.com/why-
is-there-a-rise-of-esg-
investing/#:~:text=The%20rise%200f%20ESG%20investing%20can%20be%20attributed,and%20governan
ce%20issues%20by%20society%20as%20a%20whole.

Foro Econdmico Mundial., Marsh & MclLennan., SK Group., and Zurich Insurance Group. 2022. ‘The Global
Risks Report 2022". World Economic Forum.

Forum For The Future. 2020. ‘The Five Capitals — A Framework for Sustainability’. 2020.
https://www.forumforthefuture.org/the-five-capitals.

Friedman, Milton. 1962. Capitalism and Freedom. The Political Economy Reader: Contending Perspectives
and Contemporary Debates. https://doi.org/10.4324/9781003047162-9.

Grantham Research Institute on Climate Change and the Environment and Sabin Center for Climate
Change Law. 2023. ‘Climate Change Laws of the World’. 2023.



Future of Boards
Phase 1, Part 1
Foundation and Methodology

Gu, Yanfeng, and Zhongyuan Wang. 2022. ‘Income Inequality and Global Political Polarization: The
Economic Origin of Political Polarization in the World’. Journal of Chinese Political Science 27 (2).
https://doi.org/10.1007/s11366-021-09772-1.

Hampton, L. 2023. ‘Jeremy Bentham’. 2023. https://www.utilitarianism.net/utilitarian-thinker/jeremy-
bentham.

Harvard Business Review. 2015. ‘THE BUSINESS CASE FOR PURPOSE’.
https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/digital/ey-the-business-case-for-
purpose.pdf.

Herman, Daly E. 1973. Toward a Steady-State Economy. W.H.Freeman & Co Ltd.

Hoffman, Andrew John. 2018. ‘The Next Phase of Business Sustainability’. SSRN Electronic Journal.
https://doi.org/10.2139/ssrn.3191035.

Hurth, Victoria. 2021. ‘If You Want to Go Far, You Need to Go Deep: A Framework of Impact Archetypes’.
In Generation Impact. https://doi.org/10.1108/978-1-78973-929-920200023.

Hurth, Victoria, Charles Ebert, and Jaideep Prabhu. 2018. ‘ORGANISATIONAL PURPOSE: THE CONSTRUCT
AND ITS ANTECEDENTS AND CONSEQUENCES'. https://www.jbs.cam.ac.uk/wp-
content/uploads/2020/08/wp1802.pdf.

Hurth, Victoria, and Aris Vrettos. 2021. ‘Unleashing the Sustainable Business: How Purpose

Transforms an Organisation’.
https://www.cisl.cam.ac.uk/sites/www.cisl.cam.ac.uk/files/unleashing_the_sustainable_business_part_2
_revised_3.12.21.pdf.

Integrated Reporting. 2023a. ‘Get to Grips with the Six Capitals’. 2023. Get to grips with the six capitals.
———.2023b. ‘The Capitals’. 2023. https://www.integratedreporting.org/the-capitals.

ISO. 2021. ‘ISO 37000:2021 Governance of Organizations — Guidance’.
https://committee.iso.org/ISO_37000_ Governance.

———.2023. IS0 26000 Social Responsibility’. 2023. https://www.iso.org/iso-26000-social-
responsibility.html.

Kingo, Lise. 2022. ‘In a World Upside down, Boards Must Drive Stakeholder Capitalism’. 2022.
https://www.greenbiz.com/article/world-upside-down-boards-must-drive-stakeholder-capitalism.

Littenberg, Michael R, Emily J Oldshue, Brittany N Pifer, and Ropes & Gray LLP. 2020. ‘Delaware Public
Benefit Corporations—Recent Developments’. 2020.
https://corpgov.law.harvard.edu/2020/08/31/delaware-public-benefit-corporations-recent-
developments/.

Lumivero. 2023. ‘NVivo'. 2023. https://lumivero.com/products/nvivo/.
Max-Neef, Manfred. 1989. Human Scale Development. Dag Hammarskjold Foundation.

Max-Neef, Manfred, and Martin Hopenhayn. 1991. Human Scale Development: Conception, Application
and Further Reflections . New York: The Apex Press.

Meadows, Donella. 1998. ‘Indicators and Information Systems for Sustainable Development —A Report to
the Balaton Group’. The Sustainability Institute.



Future of Boards
Phase 1, Part 1
Foundation and Methodology

Raworth, Kate. 2017a. Doughnut Economics: Seven Ways to Think Like a 21st-Century Economist .
Random House.

———.2017b. ‘What on Earth Is the Doughnut?...”. 2017. https://www.kateraworth.com/doughnut/.

River Simple. n.d. ‘Future Guardian Governance’. Accessed 5 March 2023.
https://www.riversimple.com/governance/#:~:text=The%20Riversimple%20model%200f%20governance
%20is%20constructed%20to, %E2%80%98deliver%E2%80%99%2C%20even%20in%20the%20face%200f
%20complex%20challenges.

Rockstrom, Johan, Will Steffen, Kevin Noone, Asa Persson, F. Stuart Chapin, Eric Lambin, Timothy M.
Lenton, et al. 2009. ‘Planetary Boundaries: Exploring the Safe Operating Space for Humanity’. Ecology and
Society 14 (2). https://doi.org/10.5751/ES-03180-140232.

Schwab, Klaus. 2019. ‘Davos Manifesto 2020: The Universal Purpose of a Company in the Fourth Industrial
Revolution’. World Economic Forum. https://www.weforum.org/agenda/2019/12/davos-manifesto-2020-
the-universal-purpose-of-a-company-in-the-fourth-industrial-revolution/.

Setzer, Joana, Catherine Higham, Michael Burger, Maria Antonia Tigre, Harro Van Asselt, Harj Narulla,
Nigel Brook, and Zaneta Sedilekova. 2022. ‘Global Trends in Climate Change Litigation: 2022 Snapshot’.
www.cccep.ac.uk.

SpencerStuart. 2023. ‘Spencer Stuart Board Indexes’. 2023. https://www.spencerstuart.com/research-
and-insight/board-indexes.

Spierings, Merel. 2022. ‘Diversity, Experience, and Effectiveness in Board Composition”. 2022.
https://corpgov.law.harvard.edu/2022/06/14/diversity-experience-and-effectiveness-in-board-
composition/.

Steffen, Will, Wendy Broadgate, Lisa Deutsch, Owen Gaffney, and Cornelia Ludwig. 2015a. ‘The Trajectory
of the Anthropocene: The Great Acceleration’. The Anthropocene Review 2 (1): 81-98.
https://doi.org/10.1177/2053019614564785.

———. 2015b. ‘The Trajectory of the Anthropocene: The Great Acceleration’. The Anthropocene Review 2
(1): 81-98. https://doi.org/10.1177/2053019614564785.

Stobierski, Tim. 2021. ‘15 EYE-OPENING CORPORATE SOCIAL RESPONSIBILITY STATISTICS'. 2021.
https://online.hbs.edu/blog/post/corporate-social-responsibility-
statistics#:~:text=0nly%2051%20percent%200f%200rganizations%20that%20are%20in,indicates%20a%2
Ocorrelation%20between%20purpose%20and%20profit.%204.

Strine Jr, Leo E, Justin L Brooke, Kyle M Diamond, and Derrick L Parker Jr. 2022. ‘It’s Time to Focus on the
“G” in ESG’. 2022. https://hbr.org/2022/11/its-time-to-focus-on-the-g-in-esg.

Suisse, Credit. 2022. ‘Leading Perspectives to Navigate the Future Global Wealth Report 2022".
www.credit-suisse.com/researchinstitute.

The British Academy. 2018. ‘Reforming Business for the 21st Century A Framework for the Future of the
Corporation’. https://www.thebritishacademy.ac.uk/documents/76/Reforming-Business-for-21st-
Century-British-Academy.pdf.

———.2022. ‘Teaching Purposeful Business in UK Business Schools’.
https://www.thebritishacademy.ac.uk/documents/4400/Teaching_Purposeful Business_in_UK_Business
_Schools_Future_of the Corporation.pdf.



Future of Boards
Phase 1, Part 1
Foundation and Methodology

Tricker, Bob. 2019. Corporate Governance: Principles, Policies and Practices. 2nd ed. New York: Oxford
University Press.

UNDP. 2021. ‘SDG Impact Standards Glossary’. https://sdgimpact.undp.org/assets/SDG-Impact-
Standards-Glossary.pdf.

UNEP Fland UN PRI. 2021. ‘FIDUCIARY DUTY IN THE 21 ST CENTURY’.
https://www.unepfi.org/wordpress/wp-content/uploads/2019/10/Fiduciary-duty-21st-century-final-
report.pdf.

United Nations. Department of Economic and Social Affairs. 2020. ‘World Social Report 2020 : Inequality
in a Rapidly Changing World'.

University of Cambridge. 2023. ‘The Wealth Economy’. 2023.
https://www.bennettinstitute.cam.ac.uk/research/research-projects/wealth-economy-social-and-natural-
capital/.

University of Cambridge Institute for Sustainability Leadership. 2020. ‘Business Briefing Leading with a
Sustainable Purpose Leaders’ Insights for the Development, Alignment and Integration of a Sustainable
Corporate Purpose’. www.cisl.cam.ac.uk/publications.

Visser, Wayne. 2023. Thriving: The Breakthrough Movement to Regenerate Nature, Society, and the
Economy . Fast Company Press.

Watson, Cate, Gary Husband, and Aileen Ireland. 2021. ‘Opening the “Black Box”: What Does
Observational Research Reveal about Processes and Practices of Governing?’ Journal of Management and
Governance 25 (1). https://doi.org/10.1007/s10997-020-09503-3.

Wealth Management Pictet Group. 2023. “Why Companies Are Increasingly Focusing on a More Purpose-
Driven Approach’. 2023. https://www.pictet.com/uk/en/insights/why-companies-are-increasingly-
focusing-on-a-more-purpose-drivenO.

World Commission on Environment and Development. 1987. ‘Report of the World Commission on
Environment and Development: Our Common Future (The Brundtland Report)’. Medicine, Conflict and
Survival 4. https://doi.org/10.1080/07488008808408783.



