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Roland Schatz, Founder and CEO

Media Tenor

After sharing all the leading principles of the Global Sustainability
Index at the Reputation Lab in Davos Jan 2016 the United Nations
Global Sustainability Index institute Foundation (UNGSII was final-
ly registered in Liechtenstein in February 18 2016. Since then
multiple teams begin working on the implementation of the three
main pillars:

1. Development and testing of the index to begin releasing first
results by April 2017 latest

2. Development of an executive education program empowering
all stakeholders that have become interested in speeding up the
processes associated with implementing all 17 Sustainable Devel-
opment Goals (SDGs) - the UN’s highly successful new campaign
for delivering a universally acceptable - and measureable - cam-
paign supporting and securing global and human interests which
intends on delivering human resilience - long before 2030.

3. Ensuring that all of our outreach program partners support the
UN’s SDG implementation team run by David Nabarro to reach its
challenging goal: to insure that by Dec 2017 at least two Billion of
the world’s population are aware of the resilience-accelerating
SDGs, and how these 17 goals might make a difference to them
on an a individual, local, national and global basis.

1. The UNGSII Road Show: Introducing the SDGs as MDG
Replacement and ‘trusted’ measurement



Over the last year our various teams have been participating with
a “road-show” designed to clearly present to potential partners
the UNGSII’s fundamental mission and team, and its requirements
for developing the Global Sustainability Index. Our primary audi-
ence has been leading players in the finance sector, with visits
including the Stock Exchanges of Africa, Asia, Europe and the U.S.
Since our initial meeting three years ago at the Palais de Nations
in Geneva, the strategic back testing we’ve aggregated around
data and trends for resiliently managed companies and countries
has generated significant excitement amongst our potential part-
ners.

Occasionally questions have arisen as to whether Sustainability is
still the right term to be used as the basis for our efforts, particu-
larly given the challenges the UN faced with getting the MDG’s
embraced by stakeholders across all UN member states. For
those who have closely followed how the UN has introduced the
17 SDG’s as logical successor to the 15 Millennial Development
Goals (MDGs), one can see that the UN has carefully and success-
fully positioned the SDG’s as far more about achieving explicit
human and planetary resilience than just another ‘green move-
ment,’

So what is the difference between yesterday’s MDGs and today’s
SDGs?

People across all spectrums of humanity now understand that the
question of resilience has little to do with something that might
happen 10 years into the future, and everything to do with life
now in 2017 - a time when fear of survival is slowly creeping into
all of our psyches.

Increasingly, we appreciate that generalizations are no longer
helpful - particular during an era when we are finally beginning
to realize that the resources we depend on for our lives are not
only increasingly limited, but in accelerated decline; and that our
increasing dependence on media and internet consciousness has
made way for massive and destructive delusion - and a profound
challenge with identifying the truth.
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In 1999, when Kofi Annan and his team tried to implement change
by bringing every country on board with the MDG’s and their 15
reasonable but theoretical targets, what diplomats and adminis-
trators perceived was a number of idealistic memes that ulti-
mately equated to three basic concepts that would be nearly im-
possible to actualize or measure:

1. The reasonable management of resources, these including, but
extending beyond, water and energy.

2. The anticipation of mid-term growth via partnerships.

3. The Understanding that there is only one world, divided across
five continents and 195 countries (but still, one world).

But the recent history of mankind delivers the story of humans
aspiring to achieve the impossible as they ignore the basics: in-
stead of drinking milk they enjoy alcohol; instead of respecting
the law of gravity they aspire that all of us fly. Relegating the
limitations and laws of logic to the rest of the world, folks like
Bill Gates, Steve Jobs, Serge Brin, Jimmy Wales and Mark Zucker-
berg have been extremely successful in making the majority of
humanity believe that the invention of the Internet has delivered
a second planet with limitless resources and unstoppable beauty -
and new rules which defy the fundamental and ethical physics of
history.

Accelerating as a phenomenon during the 1990’s, companies no
longer had to prove that they had a product to exist and achieve
a great valuation. Indeed, no longer did they have to prove they
would have clients paying for these products in order to raise
tens to hundreds of millions of dollars. Irrefutable fundamentals
and truth no longer mattered for US stock market-driven econom-
ics. Indeed over the last 30 or so years millions and billions of
dollars began moving between investors and entrepreneurs with-
out compelling proof of concept and business model.

The fact that it was during the very first year of the new millen-
nium that this increasingly noxious bubble had its first explosion,
causing tremendous damage to individual investors, cities and



countries seems to have been missed by most. Worse, this stock
market crash of 2000-2002, causing the loss of $5 trillion in com-

pany market value,1 didn’t even lead to a fundamental debate as
to whether or not Business School driven logics still work. People
continued to pay for Microsoft products, even as companies like
Microsoft continued to refuse to accept fundamental principles,
for example, that clients shouldn’t be used as beta testers (with-
out a refund or a clear warning to same). Nor should any client be
kidnapped by market momentum (e.g., “everybody” is using this
product, so trying to operate on alternatives literally meant los-
ing business).

One might have assumed that it was the second Financial Crisis of
2007-2008 that began to trigger a more pragmatic appreciation of
verification. Happening only a few years after the first, the se-
cond collapse of the financial sector, delivering the fall of Leh-
man Brothers amongst many others, seems to suggest that the
world should begin to rethink the commercial principles upon
which it had been trying to operate.

Indeed, this second crisis proved to be even more intense that
the first, triggering an intensive series of domino effects that,
many economists agree delivered the worst financial crisis since

the great depression of the 1930’s.2 For many, the onslaught was
too overwhelming to deliver any opportunity for robust re-
assessment. Indeed too many countries seemed to go the oppo-
site direction, retreating further into the same levels of historic
miss-management that create crisis in the first place.

1 Gaither, Chris; Chmielewski, Dawn C. (July 16, 2006). "Fears of Dot-
Com Crash, Version 2.0". Los Angeles Times. Retrieved March 9, 2013.

2 "Two top economists agree 2009 worst financial crisis since great de-
pression; risks increase if right steps are not taken". Reuters. 27 Februa-
ry 2009. Retrieved 10 November 2015.



9

As we left the first decade of the 2000’s, trust in basic business
principles, our financial industries and the government leaders
defending them were in deep decline. No longer believable were
the politicians willing to try to initiate the essential global dis-
course as to whether or not the existing standards by which we
do business are still robust enough to carry our societies - and the
future of our children - forward in a worthy manner.

The experience of two sequential catastrophic crashes within less
than a decade, a painful history that was more or less shared
across all continents, forms the background from which the UN
Global Sustainability Index Institute Foundation (UNGSII) was
born, and acquired its mission. It also defines the UNGSII’s prima-
ry mission - regardless of whether it is view via the filter of ESR
(Corporate Social Responsibility) or ESG (Environment, Social and
Governance); the delivery of highest credibility data and associ-
ated measurement relating to all SDG-centric facets related to
company - or country - resilience.

Considering credible data, the question is immediately raised:
can we trust the data we receive, and the management we inter-
act with, from those countries or companies whom expect our
trust as clients, shareholders or voters? For the UNGSII three pil-
lars will provide transparency:

1. How do these institutions communicate for themselves in le-
gally binding documents (for listed companies, this means annual
report and the transcripts of quarterly road shows; in the case of
countries, this means the Presidents State of the Nation address
and their reports to the supervising bodies such as IMF, OECD,
Human Rights Commission?)

2. How are the opinion-leading media such as the FT, WSJ, MINT,
Financial Mail, Handelsblatt and others writing about target insti-
tutions and the information these institutions share about them-
selves or others? And how is the Primetime news from networks
such as the BBC, CBS, CCTV, TVE, ZDF, etc. informing their audi-
ences about these institutions and their developments?)



3. How are academics and NGO’s reporting on these institutions?
What are the results from on the ground polls among workers,
contractors etc., and how are they presented?)

The results of all three of the above independent sources of in-
formation area are analyzed for each of our target entities, then
typically published both as papers, and on the UNGSII’s website,
on an ongoing basis. Our intent is to empower everybody to
clearly understand both the source of the data (via legally bound
entities), the robustness and nature of the data being shared by
the target company, and the target company’s status.

One of the ways we publish our outcomes is via charts that posi-
tion companies or countries on either the left or right side of a
continuum of entity resilience. Those on the left have typically
delivered insufficient data related to resilience metrics over the
last 12 months, and in anticipation of the next 1-5 years. Those
increasingly to the right have clearly explained, with examples,
how they are running their company or country in line with, for
example, the 10 rules defined by UN Global Compact (e.g., no
child labour, no corruption, etc.), to what degree they positively
(or negatively) impressed journalists, academics and/or NGOs
that they were operating in line with their own statements and
documents.

The UNGSII’s website will not judge whether or not a company or
country is literally acting according to CSR or ESG principles. But
it will highlight whether or not there target entities are deliver-
ing robust information across each of the resilience criteria.

Our work includes a tremendous amount of research, as all Annu-
al Reports, all transcripts associated with quarterly road shows,
all texts, and TV reports must be analysed in a scientific way.
Further, all results from academia and NGO’s needs to be trans-
formed into the same coded process. UNGSII was formed of the
question: by what other means than the above could we provide
full transparency, and thus, begin re-earning the trust?

More than just resilience data: a one-stop opportunity analysis
dashboard
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In addition to the SDG-powered resilience continuum, there is
other data that UNGSII mines of relevance to decision makers.
Almost once per quarter a company’s board members typically
will determine whether or not to start, continue or close direct
foreign investments. When making such decisions a number of
criteria come to play.

One of the most relevant is the question of corruption. It makes
no sense to sign contracts with partners based on commitments
and opinions that can change on a whim. Transparency Interna-
tional, the World Economic Forum and other global-facing institu-
tions have devoted an impressive amount of research to fight this
biggest of all obstacles facing resilient entrepreneurship - inau-
thentic agreements. Scientists have commented that the world
community could only once afford to raise nearly $1 trillion re-
quired to bailout the finance institutions post the second crash.

We are also fully aware of the growing strain on governments and
other sources that to some degree finance community obligations
such as schools, healthcare, emergency services, public pools,
etc.

At the same time we must all realize the magnitude of loss we
are paying to corruption relative to the size of the financial in-
dustry bailouts. According to the World Economic Forum (WEF),
5% of the world GDP, or $2.5 Trillion, is lost yearly to corruption.
The World Bank says that at least $1 Trillion is lost to global
payments for bribes. The more these numbers become available
and transparent - for example via UNGSII analysis, and the more
these numbers are available via our breakdowns by company,
country and industry, the more the address to the damage of cor-
ruption becomes part of C-level decisions.

Countries facing too a prominent position as dishonest within
Transparency International or WEF’s corruption ranking are under
severe pressure. But those countries making regular headlines in
context with corruption are harmed even greater, because it be-
comes for more challenging for to attract foreign direct invest-
ments - even if few lenders openly state that their no-decision is
based the ongoing headlines of the FT, MINT or The Economist.



Good management is always taking factors such as corruption and
media outcomes into consideration, with the most honest compa-
nies and countries realizing the greatest opportunities. Thus a
website providing these kinds of data that are easily digestible at
one glance becomes a valuable asset to all. This is particularly
true for reformers in each country whom are working hard to re-
duce corruption, given that such indices help their argument.
Without credible facts and figures, ethics-driven argument for
management change remains a huge challenge.

A new source for analyzing global corporation credibility

Before moving on how this database will provide value to individ-
ual investors looking for reasonable information on stocks there is
one other facet that is key to both national and corporate in-
vestments. As Mathias Vollbracht highlights in his chapter, the
intensity in which the finance sector was negatively framed in the
Wall Street Media regarding its status on regulation has continued
its 8-year stretch well into 2016. Already, by 2014 nearly every
fourth statement quoted an analyst addressing banking challenges
with ESG principals.

As in the decades following World War Il little awareness has
been devoted to the fact that not all humans are acting according
to the fundamental principals of either their constitutions or
their laws. As long as both companies and countries are lead by
humans it shouldn’t come as a surprise that such a percentage of
dishonest humans should also be reflected in both private and
public sector outcomes (including in the courts), and further,
that such dishonesty - however framed in the context of legal
structures - is typically going to be followed by robust reputa-
tional and trust consequences.

In April 2017 the first results of a new, far more comprehensive
analysis of the legally binding documents of the world’s top 300
listed companies, the world’s 100 largest listed companies per
each continent, and the world’s top 200 family-owned companies
per each continent, will be published on the UNGSII website.

The first test for the UNGSII credibility analysis tool was with the
developer of a new financial industry terminal interface called
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“Wealthbook.” Similar to the interfaces used to deliver data via
Bloomberg, the test demonstrated that this terminal was able to
incorporate the UNGSII data into their offerings in a manner that
would not only highlight the stock price as red, yellow or green
depending on whether its stock price was falling or growing, but
also, highlight the company brand red, yellow or green depending
on how valuable their data disclosing is according to their
achievements regarding the 17 SDGs.

A further filter was added that allows a user, for example, the
UN Pension Funds, to track down all stocks according to this red,
yellow or green designation - giving those in charge an indicator
as to whether their investment decisions are in line with the
principles by which they wish to see their assets managed.

Several meetings took place to positive reception in 2016 in order
to offer these new data filters, both to the UN Pension fund
managers, and to other institutions such as the Vatican and oth-
ers that have expressed commitment to ESG and the SDG princi-
ples.

2. Developing an executive education program to further the
SDGs, ESG and Resilience

UNGSII has developed an Executive Education program to further
the adaptation of both the SDG’s and other 21* century resilience
fundamentals, and the associated values, within global corpora-
tions and institutions. The program has been developed specifi-
cally for practitioners who don’t have the time to spend a full
year at university, but who are looking for a tailor made program
offering the best of two worlds: (1) quality access to the best ac-
ademics across all relevant departments of science - and multiple
of the world’s leading universities (as no university today is able
to cover all expertise related to deploying the 17 SDGs and their
168 detailed sub-targets, and at the same time (2) quality access
to those in charge of hosting the SDG-deployment processes with-
in both the UN itself and her magnificent partner institutions.

UNGSII is offering potential candidates four condensed master
class sessions, each as a one-week seminar. During the mornings



each selected class of MBA students works together with Scholars
from Harvard, Oxford, Hamburg etc. to learn the latest standards
in regards to criteria, metrics and implementation techniques. In
the afternoons “speed-dating” meetings for all participants are
facilitated to give each educational candidate personal contact
with each of the experts working for the UN in Geneva, New
York, Bonn and/or Vienna.

The master classes will take place at the UN’s Palais des Nations
in Geneva, the headquarters in NY, and at the UN hubs in Bonn
and in Vienna. Thanks to UNGSII partner UN Academic Impact the
unique networking opportunities will include a total 1300 univer-
sities as potential partners for this program.

In order to ensure the highest quality outcome for candidates
none of the class groups will exceed 30 participants per class.

Educational Partnerships - WIPO

Part of UNGSII’s strategy for force multiplying its impact is to
partner with related partners with existing and relevant global
reach. By the summer of 2016 UNGSII leadership had already be-
gun participated with some of the world’s leading universities by
teaching across multiple summer university programs around the
world. The honorary president of the UNGSII foundation, Michael
Moller, was recently invited to Oxford University to initiate a lec-
ture series on the SDGs that will be followed by a series of SDG-
Lectures across other universities. UNGSII’s university partnership
program will be aggressively developed for global impact.

More recently we were approached by the WIPO (World Intellec-
tual Property Organization) to help them develop a teaching pro-
gram for empowering entrepreneurs across their 272 African Cen-
ters. Their program’s goal was to help these entrepreneurs not
only better understand the principles of doing business, and fur-
ther, how to take advantage of the WIPO’s unique aggregate
knowhow, but also to learn the purpose of the SDGs and how
their implementation can contribute to the bottom line of every
company, community and country
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We were also approached by a group of academics and corporate
leaders seeking to find a solution to one of the greatest challeng-
es facing the UN: how to educate and the implement the SDGs
across MENA. Today over 100 Million young people across the
MENA region are education-challenged. How to pursue education
when survival is such a challenge? How to leading a self-
responsible and meaningful life - when so many options lead to
the bottom?

While at least two challenges seem predominant: (a) the region’s
young people lack nearly all necessary qualifications to contrib-
ute to the 21° century digital economy, and (b) as Muslims, these
job- and meaning-yearning youth are perceived as a threat to the
world, Leading institutions are now taking responsibility and have
joined these academics, the UNGSII and others to co-develop an
initiative that might make a difference by giving each of these
100m young women and men hope that they might create their
own foot print not only in the sand, but globally.

Across 2016 the United Arab Emirate University’s (UAEU) Center
of Entrepreneurship and Innovation has partnered with leaders
across diverse sectors of life from all continents to create a real-
istic roadmap for producing The Pavilion of the 100 Million Stars
- MENA’s Millennials. Prof. Nigel Chabrak tested a program de-
signed by Prof. Andreas Heinecke (academic advisor to UNGSII),
and one of the world’s the most experienced Social Entrepre-
neurs) and his colleagues Prof.’s Michele Andreaus and Filippo
Addarii to offer educational programs of all types to the youth in
the MENA region. The goal of this program is to give these 100m
bright stars perspective, tools and pathways towards becoming
entrepreneurs that might develop and implement SDG-resonant
innovations that helps deliver a better life across both the MENA
region and beyond.

The next EXPO 2020’s Pavilion of the Millennials may become a
wonderful platform for promoting resilient projects that prove to
the world that every individual on the planet including all those
from MENA, has the potential shining to become a shining star,
firmly guiding others to the next quality oasis as they increasingly
manifest their own confident brilliance.



Finally, UNGSII is equally interested in reaching tomorrow’s citi-
zens. During Q2 2016 we partnered with the first session of Kofi
Annan “Ambassador of Hope” School competition in Vietnam.
Several schools had applied to run the program as class-work, giv-
ing children starting at the age of 12 the chance to present their
best ideas as to how their country could become a benchmark to
the world by being the first to successfully implement at least
one of the 17 SDGs. The winning teams will present their results
at UNGSII’s annual Global Goals Conference taking place every
year in early December.

Team Natural Rescue Force

3. Accelerating all stakeholders

As the Sustainable Development Goals have turned out as the
greatest success of the United Nations since the world leaders
got together after World War |. Realizing that our planet needs
an overarching entity supporting and securing global interests,
both the UNGSIlI Foundation, with its expertise in developing,
credibly measuring and executing the SDG principles, and its
partners, have agreed to join forces to deliver a variety of SDG-
promoting campaigns, including both a yearly December confer-
ence, and an Award event honoring those heads of states, corpo-
rate leaders, educational institutions, media and activist celebri-
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ties, whom have helped measurably accelerate the greatest pro-
gress in implementing and promoting the SDGs.

Global Goals Conference

Inspired by the growing mainstream adaptation of the SDGs in a
very few short years, seven governments have already each man-
dated the implementation of the SDG principles across their in-
frastructure projects (ea. valued at $12-16bn, for an aggregate of
$100bn in SDG commitments). This commitment has already pro-
vided enough concrete best practice cases to power a first Global
Goals Conference (GGC), to be held in December2017, to which
all the world’s heads of states, global corporations and research
institutes will be invited to understand and embrace these exam-
ples as part of greater humanity’s quest for greater political, fi-
nancial and social ROI.

The GGC will be organized as both breakout networking and ple-
nary sessions celebrating the award-winning heads of states, en-
trepreneurs, schools, universities and media players who have
achieved the most in regards to implementing the 17 SDG’s since
their birth in 2015. Videos, books, and teaching material will be
provided to all participants, as well as the chance to meet the
representatives of the 2017 Ambassador of School competition.
Each participant will also receive an individual progress report,
including an evaluation of their reputation footprint: how well
have they managed to communicate their projects within the
opinion-leading media. In order to optimize the participation of
global thought leaders, the conference will be arranged as a
“rolling” event.

Aligning all of these initiatives under the umbrella of the Global
Sustainability Initiative will not only generate huge synergies but
also make sure that all efforts are focused on one common goal -
the development of one generally accepted CR reporting stan-
dard. This will become the milestone overcoming the biggest
remaining challenge: The issue of intangible assets in accounting
and integrated reporting. Research suggests that 50% or more of
corporate value is attributable to intangible assets. At the same
time, the ability to incorporate intangible assets in current ac-



counting frameworks appears to be limited and hence, the value
relevance of accounting information has tremendously deterio-
rated.

The GSI has the potential becoming a well-designed tool helping
to overcome this issue and foster integrated reporting as it provi-
des for a common sustainability reporting standard - acknow-
ledging that environmental, social and governance (ESG) factors
account for a substantial part of thus far un-disclosed corporate
value.

There is no other institutional body than the UN that has the
power and credibility to bring all involved stakeholders to the
table in order to align interests and overcome the limitations and
shortcomings of CR evaluation systems currently in use.
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Mathias Vollbracht

Media Tenor

(1) Mixed signals after COP21

Twelve months after the UN conference on climate change in
Paris (COP21) it is fair to draw a first balance and ask what has
been changed or where there are clear signs of progress. There
has been clear momentum around and in the aftermath of COP21.
Here is some evidence:

o “Stranded asset” was a term often used in discussions at
the Paris meetings signaling an urgent need for action by
investors to get rid of investments that are likely to lose
their value along a global climate protection agenda, e.g.
fossil energy exploration and technology. Allianz, one of
the largest global investors, announced to phase out fi-

nancing of coal-based business models.3 Blackrock, an-
other global asset manager votes for working with corpo-
rate management teams of the biggest polluting compa-

nies to utilize the capacity for improvement.4

3 Alianz s phasing out coal, press release 11/25/2016,
https://www.allianz.com/en/press/news/financials/stakes_investments
/151123_allianz-is-phasing-out-coal/

4 The price of climate change. Global warming’s impact on portfolios.
Blackrock Investment Institute, October 2015,
https://www.blackrock.com/corporate/en-
mx/literature/whitepaper/bii-pricing-climate-risk-international. pdf



o The forthcoming EU regulation on extended company re-
porting led to frameworks like the German Sustainability
Codex presented in summer 2016 at a high-profile con-
ference. From 2017 on, companies with more than 500
employees in the EU are requested to report non-
financial information along with financial reports. As the
EU states:

“Large public-interest entities (listed companies, banks,
insurance undertakings and other companies that are so
designated by Member States) with more than 500 em-
ployees should disclose in their management report rele-
vant and useful information on their policies, main risks
and outcomes relating to at least

environmental matters,

social and employee aspects,

respect for human rights,
anticorruption and bribery issues, and
diversity in their board of directors.

There is significant flexibility for companies to disclose
relevant information (including reporting in a separate
report), as well as they may rely on international, Euro-
pean or national guidelines (e.g. the UN Global Compact,
the OECD Guidelines for Multinational Enterprises, 1SO

26000, etc.).”d

The recent 2016 European SRI study sees a significant increase in
responsible investment, not only in equities, but also in “green
bonds”. It claims based on a survey, that “exclusions remains the

5 http://ec.europa.eu/finance/company-reporting/non-
financial_reporting/index_en.htm
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dominant strategy at over €10 trillion, covering 48% of the total
of European professionally managed assets.” A plus of 22 per cent

compared to 2013.6 However, it needs to be highlighted that the
most common types of exclusions are weapons, tobacco, nuclear
energy, pornography and alcohol. One can clearly argue to what
extend the exclusion of those industries and stocks already marks
a significant contribution with regard to Environmental Social and
Governance (ESG) principles. Nevertheless, the SRI report docu-
ments progress in other fields of sustainable investment as well.

A New York Times article reports that “index provider MSCI’s ESG
index and research revenues have been growing at 20 per cent
annually to top $44 million this year, making the segment the

firm’s fastest growing business.””

A number of studies launched in 2016 confirm the impact of ESG
factors on equities and bonds. A comprehensive overview is listed
in Harvard Business School professor Bob Eccles “November Inte-
grated Reporting Newsletter: Sustainable Investing, Trends' Re-
ports, Fiduciary Duty, Conceptual Frameworks” (sent Nov 29,
2016). Last but not least the perceived relevance of ESG criteria
can also be measured in the rising interest of academic scholars
providing in-depth insights on the relation of performance and
ESG measures as well as the interplay of ESG measures with other
criteria.

Google Scholar ™: Search results on ESG

6 Eurosif European SRI study 2016, page 7.

7 New York Times online 12/14/2016: Investors Sharpen Focus on
Social and Environmental Risks to Stocks
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So is everything on track towards a more sustainable future?
While some trends seem to display higher emphasis on sustaina-
bility in decision makers’ priorities other indicators show mixed
signals at best. Anecdotal evidence might be taken from a Google
Trends ™ search showing that the search volume for “Stranded
Asset” is back to one third of where it was during Paris last years.
And the recent rise in oil prices is said to boost stock markets
around the globe which means investors still believe in “black
gold.”

Google Search Trend (Stranded Assets) Dec 13, 2015 - Dec 12,
2016
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® stranded assets

Basis: Google Search Index

In fact, awareness of energy and climate issues on international
TV news hasn’t reached the awareness threshold for a global au-
dience in recent years except for a few spikes.

Share of coverage on energy and climate issues in interna-
tional TV news 1/2011 - 12/2016
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Basis: 737,431 reports on protagonists in 13 international TV news shows
from the U.S., the U.K., Germany, France, Italy, Spain and Switzerland

The diagram displays a peak in media interest regarding energy
topics around the Fukushima accident. Awareness surpassed the
awareness threshold of 1.5 per cent which makes a difference for



people recognizing an issue. Climate-change related topics sur-
passed the awareness threshold in autumn 2015 around the Paris
summit. But they didn’t resonate on an ongoing basis. Thus, cli-
mate change as a major rational behind policy maker’s moves to
change regulation is far from being a constant driver of news. In
times of great volatility in politics that is clearly a risk for sus-
tainable policy frameworks as the current discussion in the U.S.
after the presidential election shows.

A country comparison in November 2016 displays that the follow-
up conference in Marrakesh largely failed to attract substantial
international media coverage. Coverage crossed the awareness
threshold only in German TV news and that was not because of a
heightened interest in the Marrakesh conference agenda but be-
cause of the power struggle between the German minister of
economic affairs and his counterpart at the ministry of environ-
mental affairs.

Share of coverage of climate versus energy-related
topics on international TV news 11/2016

100%: all TV news reports
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Basis: 7,309 reports on 14 international TV news shows

In many countries, rising populism and migration issues as well as
international conflict have eclipsed the sustainability agenda. In
the aftermath of the U.S. presidential elections there have been
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many concerns about the impact of echo chambers, of signs of
disintegration of society because people consume very different
media that carry very different views on the world, that don’t
agree on facts and perception biases that are reinforced by social
media. If someone can win elections by promising U.S. coal mine
workers a bright future that stands in stark contrast to some core
beliefs shared in the ESG community and the long-term impact
fossil fuels have on the planet and people’s wealth and lives. So
it seems to be even more relevant to look at perceptions of
ESG/CSR in different news channels.

The analysis in this chapter again will look at financial expert
opinions expressed in global opinion-leading financial media (so
called “Wall Street Media”) such as the Wall Street Journal, the
Financial Times and Germany’s Handelsblatt. On the other hand,
the analysis will focus at international TV news from countries
like the U.S., the U.K., Germany, Spain, Italy, France and other
territories (so called “Main Street Media”). The direction of the
analysis is both on quantity of information as well as the tonality
or framing of the news related to the key protagonists. Thirdly,
our analysis will look at annual financial reports from selected
companies to see, whether the provided information has
changed.

Analysis framework

Because there is such a variety of concepts around ESG topics
globally it is necessary to lay out the framework of categories
that is used for analyzing media coverage and analysts’ citations
in this chapter.

ESG topics:

» Governance

» Regulatory compliance

« Ethical behavior

« Client/Customer Relations/Sales/Marketing



 Products/Services

* Management

« Crises

» Image/PR/Scandals

* HR - Personal Policy

- Salaries/Internal Affairs/Unions
« Production

» Environment/Climate

« Company Culture

» Environmental Policy

Non-ESG topics (selection of most frequently mentioned top-
ics):

« Business results/Finances

 Business Strategy/M&A

 Rating

« Investments - can also be part of ESG program
» Market Position

« Economy/Business Cycle

« Share Price

« Globalization

« Interest Rate
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 Debt
» Rumors/Sentiments
o Markets, other
« Competition
« Demand
» Expectations beaten
« Price Policy

» Research

ESG topics lose momentum in analysts’ quotes

Share of ESG-related statements on various industries in ana-
lysts’ citations (opinion-leading international business media)
1/2011 - 12/2016
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Basis: 234,838 statements by financial analysts and experts in 11 opin-
ion-leading financial media

The overall share of ESG/CSR-related coverage in analysts’ cita-
tions on companies and industries has shrunk in 2016 from 25.5 to
24.2 per cent. Thus, a trend of four consecutive years of rising
awareness for ESG issues has been interrupted. Despite a growing
supply of data and metrics on sustainability criteria and rising
shares of portfolios that take ESG/CSR criteria into consideration
mainstream analysts’ awareness of ESG criteria does not neces-
sarily rise with real-world changes. Already this first piece of re-
sults demonstrates the importance of global index frameworks
such as the UNGSII which is under development. Those index
frameworks can be used to track progress related to targets such
as the Sustainable Development Goals. While the dip in 2012 data
could be explained by the overwhelming impact of (financial) cri-
sis news on companies’ balance sheets that had a kind of crowd-
ing-out effect on other information the dip in 2016 can be at-
tributed to the crucial impact of geopolitical factors. However, a
breakdown by industry demonstrates that ESG issues play a very
different role in analysts’ statements with regard to different in-
dustries.

Share of ESG-related coverage in analysts’ quotes in different
industries 2011-2016 (%)

year Car Banking Construction Chemicals Retail Financial Health/pharma Real Industrial Media
Services estate sector

201 29,5 19,2 24,6 16,4 25,9 16,0 14,0 12,5 29,2 18,2
1

201 21,0 14,1 3,2 9,9 13,7 9,0 13,1 9,7 9,7 10,4
2

201 26,9 15,2 4,8 10,1 16,1 11,6 13,8 4,3 18,5 13,2
3

201 31,8 25,7 10,8 10,4 23,1 19,3 24,2 8,5 24,6 19,9
4

201

5 38,4 25,7 24,9 12,4 23,5 21,5 22,2 21,2 21,4 32,8
201

6 38,7 19,5 24,0 13,2 31,3 23,0 21,6 18,9 24,5 24,3
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year

Consumer
goods

Food

Oil & Gas

Commodi-
ties

Techno-

logy

Telecoms

Insurance

Utilities

Cyclical
sumpti-
on/tourism

con-

201 21,7 19,1 24,2 21,2 24,5 22,6 28,3 18,4 16,8
1

201 7,5 12,2 12,7 16,2 18,0 15,0 10,1 11,8 9,9
2

201 7,7 10,4 13,3 15,7 20,2 10,7 12,2 11,9 21,3
3

201 21,7 16,8 20,2 21,1 27,8 17,2 14,3 12,3 19,6
4

201

5 28,1 26,8 17,8 17,4 30,6 18,1 23,1 10,5 30,0
201

6 22,3 26,0 22,9 10,6 31,2 20,2 18,9 14,9 24,5

Again, the sector with the highest awareness of ESG issues in
2016 has been the motor / car industry (38.7 per cent) followed
by the retail and technology sector. In the financial sector, there
are different trends which will be analyzed in more detail in the
following paragraph.

(2) ESG perception of the banking industry

The share of analysts’ statements on ESG issues regarding the
banking industry has dropped from 25.7 per cent in 2015 to 19.5

per cent in 2016.

Share of ESG/CSR-related topics in analysts ‘statements:
banking industry versus the chemical industry, 1-12/2016




B Banking industry

19.5% 2016
ESG/CSR
80.5% Other
13.2%

B Chemicals 2016
ESG/CSR

Other
86.8%

Basis: 1,055/885 quoted analyst statements in 10 opinion-leading inter-
national business papers on the banking/chemical industry

A declining share of ESG coverage regarding the banking industry
on the one hand could signal growing analysts’ confidence that
progress has been achieved and the banking industry is on track
to improve on core issues such as governance procedures and so-
cial responsibility. Because good news tend to have less news
value to journalists and financial analysts compared to bad news
a decline in awareness could be interpreted to some extend as a
positive signal. The tone trend, however, indicates that this is
not the case.
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Between 2013 and 2015 banks have achieved a more favorable
tone of coverage on thinks like financials and strategy in compar-
ison to ESG topics. A key reason for the negative perception of
ESG issues were reports on the impact of legal risks and the mid-
term impact of regulation on business models and profitability. In
2016, the tone of coverage on non-ESG issues has declined dra-
matically and both aspects of corporate reputation suffer from a
rather negative perception. The upward trend in the perception
of ESG issues between 2014 and 2015 has reversed. A detailed
analysis of what information has been offered will help to under-
stand the phenomenon.

Analyst sentiment regarding banks - International business
media 1/2011 - 12/2016
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Basis: 8,620 quoted analyst statements in 10 opinion-leading internation-
al business papers

Customer/client relations have become an essential part of ESG-
related coverage in analysts’ statements on banks. The share of
coverage on this issue has increased further in 2016. The overall
tone of coverage has decreased from +1 per cent to a balance of
- 4 per cent of negative over positive coverage. But this figure
doesn’t reveal the level of controversy around customer rela-
tions. The share of negative coverage accounted for 37 (!) per
cent of all statements, the share of positive coverage for 33 per



cent. So apart from analysts and financial experts noting progress
on banks relationship with clients, many have voiced concerns
that not fulfilling clients’ needs will further undermine trust in
mutual relations. A key story in 2016 was the high-level criticism
of Wells Fargo. Having been framed as the “good” Main Street
bank in recent years and temporarily becoming the largest U.S.
bank by market value the media and politicians were negatively
surprised to notice that many employees in the bank created
faked accounts on its customers’ data to inflate revenue and
reach sales and bonus targets. Lasting low-interest levels also cut
deep into banks’ balance sheets and prompted price increases for
basic services.

Governmental / regulatory and legal issues attracted more visibil-
ity again in 2016 indicating that numerous banks still have diffi-
culties in closing old books and adapting smoothly to new regula-
tory schemes. Speculation over a $14bn fine for Deutsche Bank
related to U.S. mortgage products over weeks had a terrible im-
pact on the stock price and prompted financial stability fears.
But many other banks were in the limelight on legal risks as well.

Share of ESG/CSR-related Topics in analysts ‘statements on
banks: topic groups 1/2011 - 12/2016

100%
90% Salaries
80% Products/services
70%
600/0 Processes
(]
50% Management
40% Crisis
30% Image
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0% B Governmental reg
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Basis: 8,620 quoted analyst statements in 10 opinion-leading in-
ternational business papers

Analyst sentiment regarding banks; international business
media 1/2011 - 11/2016: tone of coverage on selected ESG
topics

40%
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Client/CR Governmental reg
e\lanagement Products

Basis: 8,620 quoted analyst statements in 10 opinion-leading internation-
al business papers

Tone of coverage on products has improved. This reflects hopes
on the acceptance of new digital services. It also reflects the de-
velopment in investment banking business (e.g. M&A advice) in
2016. Market volatility and significant M&A activity had a favora-
ble impact on bank’s trading desks and consulting activities.
However, the negative tone on management indicates trust is-
sues. One point where financial experts and analysts still see
problems is sustainable management compensation.

A key concern which is relatively new on the banking industry’s
ESG agenda is human resources (HR). Banks in the U.S. have cut
many jobs right after the outbreak of the financial crisis while
their European counterparts hesitated to doing so, also because
of differences in dismissal notice periods and other HR-related
regulation in Europe. In 2016 many European banks have an-



nounced to slash jobs in order to cut costs along lasting problems
to cope with low interest rates.

However, uncertainties about jobs as well as declining service
levels in branches are predictors of more trouble forthcoming.
Alex Edmans from London Business School has clearly pointed to
the positive correlation between a sound workplace environment

and future earnings/stock price performance. 8 The excess of
negative over positive tone regarding HR in 2016 is 45.8 per cent
points, down from a minus 12.5 in 2015. The banking industry is
likely to face more difficulties in attracting talent as this nega-
tive perception is not only conveyed in analysts’ quotes but also
in Main Street media.

Emerging ESG issue: Big Data

An issue that has only recently hit the surface but is relevant for
trustful relations is the use of client/customer data by financial
institutions such as banks. “Big data” has been a sort of a mantra
in the industry for the last two years and many executives as well
as consultants and analysts pin high hopes on new business that
can be generated by targeting clients with individual offers based
on their past and present behavior. The problem here, however,
is the fundamental difference in law in the U.S. compared to
many countries in Europe and elsewhere. In short, the approach
of many U.S. based entities inspired by the success of technology
giants Google and Facebook is: “do first, apologize later”. This
paradigm has unquestionable impact on speed. But EU law in this
field is inspired by German law that was crafted around a census
three decades ago strictly limits the collection of data and what
organizations can do with these data with or without consent of

the individual on whom the data were collected.? It is rather

8 Edmans, A. (2011). Does the stock market fully value intangibles? Em-
ployee satisfaction and equity prices.

Journal of Financial Economics, 101, 621-640.

9 http://ec.europa.eu/justice/data-protection/law/index_en.htm
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likely that the next frontier in the ESG discussion will be around
customer data.

BNP Paribas with top reputation on ESG statements in analysts’
quotes

A year-to-year comparison of the ESG perception of the most
mentioned banks confirms some of the results from 2015 but also
shows new names at the top. French BNP’s tone raises from + 35
to +67 in 2016. France didn’t have a track record for being
“green” in recent years and many people immediately thing of
aging nuclear power plants and big oil when guessing about ener-
gy issues with regard to the EU’s second largest economy. But the
2016 Eurosif SRI report sees France as the country with the high-
est absolute volume increase in “Best-in-Class Investments” com-
pared to 2014 and the highest volume increase in “Sustainability
Themed Investments”. Consequently, one shouldn’t be too sur-
prised that the leading French bank scores well in metrics like
the Dow Jones Sustainability Index. BNP managed to win a score
of 87 out of 100 points which puts it significantly above the bank-
ing industry average. Morgan Stanley and JP Morgan were also
rated significantly better in ESG-related analyst’s quotes in 2016
compared to 2015.

Regarding the worst performers the list hasn’t changed that much
with one exception, which is Wells Fargo. The American “Main-
Street” bank had a balanced rating in 2015 but became the loser
in 2016. Initial reports from L.A. Times in 2013 about a “pressure

cooker-culture”10 at Wells Fargo didn’t attract much attention at
that time. However, allegations resurfaced again in 2016 leading
eventually to a “grilling session” of then CEO John Stumpf by
Senator Elizabeth Warren where she criticized Stumpf of setting a
target of eight accounts per customer to cross-sell products when

10 wells Fargo's pressure-cooker sales culture comes at a cost. Los Ange-
les Times, 2013-12-21



other big banks on average have three accounts per customer.11
Eventually, the scandal led to the replacement of Stumpf. For the
media it was a clear case that the banking industry’s cultural
problems don’t end at Wall Street.

Analyst sentiment regarding banks on ESG issues; internation-
al business media 2015/2016

11 http://edition.cnn.com/videos/cnnmoney/2016/09/21/elizabeth-
warren-wells-fargo-ceo-cnnmoney.cnn
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Basis: 11,524 statements on banks. Only ESG-related coverage
with more than five statements per bank is displayed in the slides
above

A quick check of ESG tonality versus stock price performance in-
dicates that BNP Paribas outperformed the EuroStoxx50 by more
than 15 per cent in 2016 and by about 60 per cent in a five-year-
period. JP Morgan and Morgan Stanley likewise outperformed in-
dices like the MSCI World significantly. But it needs to be men-
tioned that a significant part of the excess value was linked to
the recent stock market rally after the U.S. presidential elec-
tions. Commerzbank achieved a favorable tone in ESG-related
analysts’ quotes in 2015 and 2016. But the excess of positive cov-
erage has dropped 35 per cent points. And Commerzbank’s share
price development has significantly lagged behind indices such as
the EuroStoxx 50. So what went wrong here? On the one hand
Commerzbank is said to have many ESG/CSR policies in place and
attracts better scores in sustainability ratings than the banking
industry average. On the other hand, the media, the public and
financial markets were surprised to learn that Commerzbank was
heavily involved in so called cum-cum businesses that are de-

signed to lower tax payments from foreign investors.12 Com-
merzbank also came under scrutiny regarding its business policy
on corporate clients. Main-stream media heavily criticized the
bank’s slashing of jobs. Commerzbank’s share price was further

hit by hedge-funds betting against the stock. 13

The scandal at Wells Fargo led to a double-digit loss in share
price and the scandal was a significant blow to Wells Fargo’s rep-
utation. However, trust in the new CEO and the market rally have
led to a recovery of the stock in recent weeks. So is Wells Fargo
out of the woods? Certainly not, according to media reports in-

vestigations into alleged misselling practices are continuing.14

12 FAZ 05/04/2016: “Commerzbank bestiirzt Borse und Politik”.
13 FAZ 10/07/2016: ,Britischer Fonds wettet gegen die Commerzbank“

14 CNN Money 11/03/2016 ,,Wells Fargo's legal mess just got worse”
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Key partner Prudential has announced it would suspend its life in-
surance sales co-operation with Wells Fargo until it had complet-

ed an investigation into the bank’s sales tactics.13
The Main-Street view on banks in 2016

After analyzing financial experts’ quotes on banks in global busi-
ness media, the following chapter looks at the banking industry’s
coverage on international TV news like the BBC and German
Tagesschau. ESG-related factors have accounted for a share of
52-62 per cent of all coverage on the banking industry in recent
years. The relatively strong emphasis compared to analysts’ re-
ports is caused by the different angle of reporting compared to
financial media. Analysts’ quotes go more in depth on financial
numbers and earnings expectations. TV news, on the other hand,
is more concerned with customer-related topics like fees and
consumer protection issues as well as legal risks/litigation and
regulation. The share of ESG-related coverage on TV news has
dropped somewhat recently displaying a similar trend as financial
news / analysts’ quotes. The primary reason for the declining
share of ESG-related coverage is a decrease in the number of re-
ports on litigation and legal risks.

The banking industry’s tone regarding CSR/ESG issues has im-
proved marginally to -49 per cent balance of positive/negative
tone, up from -52 in 2015. The detailed analysis unveils slight im-
provements in tonality on regulation/legal and accounting. CSR-
related activities like sponsorship have been positively noted as
well. But tone on client relations has been more negative as some
banks sent letters to their clients asking them to cancel high-
interest-rate fixed income products and raised fees for basic ser-
vices like current accounts. Tone of coverage on management
was more negative as well and job cuts and the Wells Fargo scan-
dal led to substantial negative reporting on HR and workplace en-
vironment. So all in all there is little to cheer for the banking in-

15 New York Times online 12/12/2016 “Prudential Suspends Sales of Its
Life Policies by Wells Fargo”



dustry when it comes to CSR/ESG reputation on international TV
news and the dark shadows of the past are still visible.

Share of ESG/CSR-related topics on TV news: banking industry
versus the automotive industry, 1/2011-12/2016
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Basis: 15,633 reports on banks, 10,830 reports on the automotive indus-
try on international TV news

Tone of ESG/CSR-related topics on TV news: banking industry
versus the automotive industry, 1/2011-11/2016
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Basis: 15,633 reports on banks, 10,830 reports on the automotive indus-
try on international TV news
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The banking industry’s tone regarding CSR/ESG issues has im-
proved marginally to -49 per cent balance of positive/negative
tone, up from -52 in 2015. The detailed analysis unveils slight im-
provements in tonality on regulation/legal and accounting. CSR-
related activities like sponsorship have been positively noted as
well. But tone on client relations has been more negative as some
banks sent letters to their clients asking them to cancel high-
interest-rate fixed income products and raised fees for basic ser-
vices like current accounts. Tone of coverage on management
was more negative as well and job cuts and the Wells Fargo scan-
dal led to substantial negative reporting on HR and workplace en-
vironment.

So all in all there is little to cheer for the banking industry when
it comes to CSR/ESG reputation on international TV news and the
dark shadows of the past are still visible. The 2016 analysis of
ESG perceptions in both - financial analysts’ quotes and TV news -
restates former year’s findings that the banking industry still has
a long way to go to build up trust on sustainable business practic-
es. Lasting differences in regulatory schemes around the globe as
well as differences in cultural norms remain significant obstacles
towards a coherent development forthcoming.

(3) Trends in corporate reporting on ESG - evidence from an-
nual reports

After analyzing perceptions of banks by other stakeholders such
as journalists and financial analysts we are going to have a look
at what kind of information was provided by companies in their
annual reports. We use the same method (media content analy-
sis) as in the analysis of TV news and financial media information
to digest the statements in the CEO and chairmen letters regard-
ing ESG-related content.

Deutsche Bank has claimed to having managed the financial crisis
comparatively well in 2008/2009. However, it has come under
scrutiny in recent years regarding legal risks including its in-
volvement in the LIBOR interest rates fixing scandal and the U.S.
mortgage-backed securities markets. A potential US-$14bn fine
by the U.S. Department of Justice was a driver of speculation by



hedge-funds against Deutsche’s stock in 2016 as the bank said to
have taken provision for only €5.4bn of legal costs. Costs for legal
claims rose from € 277m (Annual Report 2011) to €5.2bn (Annual
Report 2015). Deutsche Bank’s leadership has responded with a
company-wide program to foster cultural change and reduce risky
behavior in future. The analysis of the annual reports displays a
clear shift towards addressing ESG issues by the CEO and the
chairman. The share of ESG-related topics rose from 22 per cent
to 68 per cent. An in-depth analysis conducted in last year’s CSR
Index (pp. 111-113) showed that the major change in CEO and
chairman messages was the growing emphasis on cultural change
and client relations over financial market-related messages on
growth, earnings and stock price targets.

Share of ESG issues vs. other topics in Deutsche Bank’s annual
reports (publishing year)
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topics
40%
Share of other
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Basis: 347/758/744/693/425/1,345 analyzed statements in Deutsche
Bank’s annual reports

Similar to Deutsche Bank, Commerzbank has emphasized ESG-
related topics in its annual reports. The share of ESG-related
coverage rose to 65 per cent in last year’s annual report, a con-
stant increase since the release of the 2011 annual report in
2012.

Share of ESG issues vs. other topics in Commerzbank’s annual
reports (publishing year)
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Basis: 1166/492/594/984/1177/1186 statements in Commerzbank’s an-
nual reports

A detailed analysis of Commerzbank’s report also confirms the
growing importance of culture-related statements since 2012.
The share of coverage on management-related topics grew as
well. However, Commerzbank hasn’t put more emphasis on cus-
tomer-related statements in its recent report. In light of signifi-
cant changes regarding what kind of clients Commerzbank wants
to target this could be seen as a missed opportunity and maybe
also one reason why the value development in 2016 has been so
volatile. A final look at the insurance industry indicates that the
trend towards more ESG-related information in the financial in-
dustry is not limited to banks. Munich Re, the world’s largest re-
insurer and a large player in primary insurance services has raised
the share of ESG-related communication in recent years from 29
to 56 per cent.

Share of ESG issues vs. other topics in Munich Re’s annual re-
ports (publishing year)
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Basis: 2,386/1,444/600 statements in Munich Re’s annual reports

The analysis of annual reports displays growing importance of ESG
topics. From the corporates’ perspective corporate culture seems
to be a crucial issue for sustainable success in the financial indus-
try. If this is true, the media would be well advised to analyze in
more detail, what kind of corporate culture is prevailing in finan-
cial institutions and how senior management is driving processes
of change. It would be necessary to analyze the relations be-
tween corporate culture, product and services quality, workplace
environment and shareholder value to come to comprehensive
judgments of which companies are less or more equipped to cope
with future challenges. The holistic perspective if the UNGSII in-
dex framework will help to get this kind of analysis done.

(4) ESG perception of the automotive industry

In chapter two we have looked at the share of ESG-related cover-
age in financial analysts’ quotes in different industries. Since the
emission manipulation scandal at Volkswagen was unveiled in
September 2015 the automotive industry has come under scruti-
ny. What started as a scandal at a single (but large) automotive
group has formed opinions of consumers, financial markets and
politicians since then. A few recent examples of just how far-
reaching the impact of the scandal has been:
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o German Minister of Environmental Affairs, Barbara Hen-
dricks thinks a car scrappage program for diesel and pet-

rol engines is possible.16
o The Chinese government has published a draft law re-

garding a quota for selling electric cars1/

o The market share of Diesel cars has shrunk in key mar-
kets like France, Spain, Germany, and the U.K.

o Tesla, the electric-only car manufacturer from the U.S.
delivered more than 50.000 cars between January and
October 2016, outnumbering 2015 full-year sales after

nine months.18

A number of tests regarding fuel consumption as well as emission
limits has been published over the course of 2016 and despite the
fact that Volkswagen remains most frequently mentioned in those
reports the scandal has radiated on other brands as well.

The question of what kind of transmission technology should be
built into cars in future has become one of the most important
questions for industry leaders and will be a major driver of re-
search and development activities in future apart from self-
driving cars/artificial intelligence.

Analyst’s citations in the media - the Wall Street’s perspective

Last year’s analysis indicated a rising importance of ESG issues
regarding the future business success as documented by the rising
level of analysts’ statements: the share of analysts’ quotations on
ESG-related topics regarding the motor industry has risen be-

16 Die Welt 12/12/2016
17 siiddeutsche Zeitung 10/30/2016

18 http://teslamag.de/tag/absatz



tween 2011 and 2015 from 29.5 to 38.4 per cent. This year’s
analysis shows a further rise to 38.7 per cent and gives the auto-
motive industry the top spot regarding analysts’ statements on
ESG.

Share of ESG-related statements on various industries in ana-
lysts’ citations (opinion-leading international business media)
1/2011 - 12/2016 on the car industry

50%
40%

30% -

20% -

10% - I

0% - - . . .

2011 2012 2013 2014 2015 2016

B Share of ESG-related coverage car industry

Basis: 18,390 statements on the car industry by financial analysts and
experts in 11 opinion-leading financial media

A detailed analysis of the tone of statements underpins the shock
that analysts felt in 2015. The balance of positive/negative rat-
ings dropped to -15 in 2015 from +15 in 2014. Tone on non-ESG
topics (primarily financial issues) dropped from +16 to +3. While
the tone of coverage on ESG topics has improved in 2016 to +2
the negativity on financial issues has increased further. Compared
to 2011 and 2013/2014 it seems that analysts’ have lost a certain
amount of trust in the automotive industry.

Dissecting the data on a topic and company level shows that the
legal/regulatory framework and law suits still significantly weight
on the industry’s perception. Tone of coverage in this field has
decreased from -29 to -32 per cent. On environmental issues the
tone of coverage has improved again after last year’s shock and
now is at -11. A disturbing fact for the industry is the decline of
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tone on products: from a peak of +34 per cent in 2013 it has
dropped to -8 per cent in 2016. There seems to be a substantial
amount of uncertainty whether the car makers are doing the right
things.

Analyst sentiment regarding the car industry - International
business media 1/2011 - 12/2016
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Basis: 11,084 statements by financial analysts and experts in 11 opinion-
leading financial media

Looking at the data from a brand perspective Volkswagen remains
in the limelight on ESG topics in 2016. 18 per cent of all state-
ments on ESG issues regarding the motor industry were centered
on the German carmaker and 35 per cent of all individual brand
mentions. Tone on Volkswagen plunged in 2014 already - on gov-
ernance issues at that time. But last year’s score of -58 per cent
points has only gradually improved this year to -48. Other car-
makers saw a significant deterioration of their ESG perceptions as
well, e.g. Mitsubishi. The large U.S. manufactures got balanced
scores on ESG topics which mean they couldn’t benefit from the
weaknesses of their peers.

Summing up the findings of the analysts’ statements it is fair to
say that they have gained rising importance to financial analysts.
That is probably less because analysts would love to see greener
cars but because they realize that regulation as a consequence of



political environmental policy targets as well as a response to re-
cent scandals can be a game changer for the industry and who
will be in the lead tomorrow. Tesla hasn’t been able to make use
of its edge regarding electrical / battery transmission because of
widely watched accidents in 2016 which were linked to battery
technology as well as malfunctions in driving assistance systems.

TV news amplify ESG issues on the automotive industry

Earlier in this chapter the tone of coverage on ESG issues regard-
ing the banking industry was compared with the automotive in-
dustry. It has declined from -36 to -42 per cent. What seemed to
be a negative surprise last year and - hopefully limited to a single
manufacturer - emerged as a full-blown crisis to the industry. Ac-
cording to research conducted by Media Tenor’s Tobias Thomas
and several academics the overall tone of coverage on a brand in
broad sheet media is a significant driver of customer preferences

and has an impact on sales.19 The image deterioration of the au-
tomotive industry is not limited to ESG topics. Tone of non-ESG
issues dropped from +8 in 2015 to 0 in 2016.

Again it is necessary to dissect the data and look at individual
manufacturers and topics. Key ESG dimensions in the automotive
industry are environmental topics, customer relations, products
quality and safety, regulation/legal, and management integrity.
The tone of coverage on international TV news regarding these is-
sues in 2016 was (in brackets the 2015 scores):

o Environmental topics: -61 (-64)
o Customer relations: -27 (+3)
o Product quality/safety:-32 (-31)
o Management: -61 (-30)
o Politics/state: -23 (-65)

The negative score on environmental issues is hardly surprising in
light of the global wave of investigations into emission and fuel

19 Dewenter, R., U. Heimeshoff, and T. Thomas (2016), Media Coverage
and Car Manufacturers’ Sales, Economics Bulletin, 36, 976-982.
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consumption standards triggered by the Volkswagen scandal. But
it has caused the industry a substantial problem regarding public
acceptance. This can be seen by policymakers guessing over tem-
porary or lasting bans of certain types of engines / vehicles.

A new problem is the negative score on customer relations. In the
pre-internet-Times scandals often remained a problem of the lo-
cal markets and had no significant spillover effect on other mar-
kets. In Volkswagen’s case it is different. Volkswagen’s measures
to indemnify U.S. customers of their faulty Diesel cars were al-
leged to be much more generous compared to measures in Europe
and prompted a number of reports on customer rights in such
cases. The legal framework in the U.S. and Europe may be differ-
ent, perception is not. Tone of coverage on management deterio-
rated on rising evidence that problems at Volkswagen as well as
at other players in the industry were allegedly known by senior
executives long before they hit the public. Management compen-
sation has been in issue in this context as well. The tone of cov-
erage on politics/state/legal has recovered slightly but remains
negative. Immediate estimates about potential costs of damage
payments and lawsuits regarding the Volkswagen scandal turned
out to be overstated and governments and policymakers’ re-
sponse to the emission scandal was moderate in many cases as
politicians kept an eye on the industry’s role as an employer and
business partner for numerous other companies in the supply
chain.

Did the scandals have a measurable impact on annual reports of
Germany'’s top car makers Volkswagen, Daimler and BMW?

Share of ESG issues vs. other topics in Volkswagen’s annual
reports (publishing year)
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ESG-related topics have increased in Volkswagen’s annual reports
in recent years. However, in 2007, the share of ESG and other is-
sues was already nearly even. The 2006 annual report launched
than was put under the headline “sustainability” and the subse-
quent share of statements was high. It was the same year that
Volkswagen launched the clean diesel technology in the U.S. The
2015 report launched in 2016 displays the highest share of ESG-
related statements in the CEO and chairman letter so far (70 per
cent). The section starts with a quote from CEO Matthias Muller:

“Our Group has qualities that did not vanish over-
night, qualities on which we can also build for the

future. »20

Obviously this is a response to the emerging crisis following the
diesel emission scandal. And Miiller starts his letter with a sincere
apology to shareholders “that the trust you placed in Volkswagen
has been broken”. The chairman’s letter, however, conveyed ra-
ther legal language.

ESG-related coverage also occupied more space in the annual re-
ports from Daimler and BMW that have been less hit by the scan-
dal but obviously faced the pressure on the industry coming from

20 Volkswagen Annual Report 2015, p. 36
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it. But the reports from Daimler and BMW less emphasized envi-
ronmental issues.

(5) ESG perceptions of the technology sector

The technology sector for a long time hasn’t been considered to
be an attractive target for NGO campaigns aiming to create a
more sustainable world. Protests, strikes and boycott calls as well
as information campaigns have primarily targeted utilities, the oil
& gas industry, the chemical sector, farming, the food industry
and the automotive industry. Controversial issues have been de-
forestation, palm oil, CO2 emissions, oil-spills, shale gas and HR
issues such as working conditions and slave labor. Occasionally,
companies like Apple were targeted because of working condi-
tions at their Chinese suppliers. So it might come as a surprise
that the technology sector has the third highest share of ESG-
related coverage in analyst’s quotes, right behind the car indus-
try and retailers.

Share of ESG-related statements on various industries in ana-
lysts’ citations (opinion-leading international business media)
1/2011 - 12/2016 on the technology industry
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Analyst sentiment regarding the technology industry - Inter-
national business media 1/2011 - 12/2016
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The analysis displays, that the tone of coverage on the technolo-
gy sector is net positive for ESG and non-ESG issues. But tone on
ESG issues has dropped in 2016 to a mere +7.7excess of positive
over negative ratings. Drivers of negative coverage were Sam-
sung’s high-profile product recall of its newly launched Galaxy
Note smartphone due to severe battery safety issues that
couldn’t be fixed by an initial recall. The event was said to be a
major blow to Samsung’s reputation. However, despite the scale
of the event it is not unusual that a technology isn’t ripe to enter
the mass market and companies have to deal with it. With regard
to green energy / green technology, some players like Google
have launched aggressive schedules to switch server farms that
are very energy-hungry to be run on renewable energy sources.
So with regard to the environmental issues the sector is probably
not too likely to run into big trouble.

However, high profile concerns have emerged over data security
and the impact of algorithms - a core part of the technology
package the industry delivers - on customer privacy, democratic
systems and the rise of populism and the distribution of wrong
facts. The recent U.S. election is considered to have been heavily
influenced by the spread of fake news via Social media platforms
and social media echo chambers that preselect news based on in-
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dividualized algorithm. Facebook and other players in the market
have argued in the past that they are mere technology providers.
However, policymakers are likely to change regulation. European
data protection regulation is another likely driver of change in
ESG perception. Many business models in the technology sector
are based on “do first apologize later” strategies. However, this
is in many cases not compatible with existing law and thus com-
panies like Facebook, Uber and Airbnb are hitting road blocks.

Analysts’ so far have been slow to adjust their spread sheets on
these issues. Coverage in Main-Street-media displays that it
would be advisable to doing so quickly because it often is a driver
for policy makers’ actions. The tone of coverage on Facebook re-
garding ESG issues on international TV news dropped from -2
(2015) to -28 (2016).

(6) Final remarks

Despite all activities from the civil sector in the past decade it
seems that scandals and related legal actions and policy changes
have been more powerful drivers of ESG-related change on the
corporate side than companies changing their strategies to be-
come more sustainable out of their own values and targets.
Awareness of ESG-related issues has declined somewhat in 2016
compared to 2015 but remains an important driver of reputation.
In terms of companies’ business reports the need for a sound cor-
porate culture is emphasized in the financial sector as high-
profile scandals no longer are limited to Wall-Street-banks but
have emerged at Main-Street-institutions like Wells Fargo. The
automotive industry faces multiple risks like emission regulation
that could have disruptive impact on technologies. The IT- and
technology sector is seen to have made progress on issues like
energy consumption but is facing rising risks from the collection
and use of “Big Data” and unintended impacts of the use of algo-
rithms. Once more, the analysis underpins the need for global
perception metrics such as the UNGSII efforts.
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UN-endorsed foundation working on “Edu-
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