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The guide’s contents, as well as the proposed maturity levels are elements that will serve for self-assessment in
matters of sustainability, promoted by BMV and for issuers to identify areas of opportunity.
To date, reporting on environmental and social performance is voluntary; however, carrying it out is a good
practice in favor of investors.
“Sustainability” is used in this guide to refer to matters related to governance management, as well as social,
economic and environmental impacts derived from business practices of companies, their direct and indirect
inﬂuence on third parties and prevention/remediation actions conducted in order to respond to such impacts
that have an inﬂuence on the results and operation of companies.
This guide does not replace existing international standards for generation of performance reports. It is not a
checklist or an assessment list and cannot be considered a summary of indicators.
Follow-up and compliance with the guide does not ensure entry by the issuer into BMV’s Sustainability Index.
This guide is not certiﬁable.
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To our stakeholders
The global financial environment has seen the emergence of various initiatives such as the United Nations
Sustainable Stock Exchanges Initiative (SSE), which in order to promote responsible investment and corporate
transparency , the initiative has made major efforts to improve, first, perception on social responsibility issues
among corporations and, second, the importance of their compliance for national and international investors. In
this regard, at BMV Group we integrated this initiative into our Group’s Growth Plan in order to continue
strengthening our strategy and commitment and aligning our practices with the best worldwide.
We know that the role played by BMV Group in the national financial system, in its capacity as a financing vehicle
for Mexican companies seeking growth and strengthening of their operations, creating jobs, economic growth and
social well-being, is far reaching. Thus, we are constantly striving to become a reference through which the
opportunities that Mexico has can be tapped, thus developing innovative investment vehicles responding to the
new market needs with social responsibility.
At BMV Group, we seek to offer integral services for operation and development of financial markets supported
on their human capital and leading-edge technology. We intend to increase value for our shareholders and reach
a leading position in the financial markets in terms of service, profitability and innovation in each of the segments
where we participate.
Our culture and fundamental principles lead us to ensure compliance with ethics and proper governance, social
corporate responsibility and the protection of the environment where we live. It is our responsibility to provide and
promote generation of clear, accurate and on time information to the market. We are in constant innovation,
developing new products, operational processes and schemes that keep us within the best global standards.
We are implementing the sustainability strategy of BMV Group, working closely with stakeholders. We develop
programs to facilitate the listing of new companies on the Stock Exchange, promoting stock market culture among
prospective issuers and investors, thus favoring education, as well as social and financial inclusion and providing
benefits to the market in general through knowledge, transparency and free information.
The sustainability guide shown below is an effort to contribute to the strengthening of sustainability management
within our issuers and supply the market with reliable information, based on the best international and national
standards.
We thank the support of our Board of Directors in joining this effort to turn Mexico’s financial system into a healthy,
responsible and inclusive ecosystem, where we all are the beneficiaries of a fairer society, full of opportunities.
We are aware of our responsibility to inspire trust and operational certainty to market participants in order to
maximize efficiency of our activity for the benefit of market, society and our shareholders.

Jaime Ruiz Sacristán
Chairman of BMV
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José Oriol Bosch Par
Chief Executive Officer
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Introduction
In recent decades, after the Brundtland Report
(1987) and the Rio Declaration (1992), various
stakeholders have participated in the integration
of sustainable development in the financial
system’s structure. Central banks, financial
regulators and standardization institutions,
including credit rating agencies and stock
exchanges, have shown interest to promote
economic transformation, social inclusion and
local environmental priorities. (PNUMA, 2015)
In the case of mutual funds, for example, the
United Nations Organization through the
Financial Initiative of its Environmental
Program (UNEP Finance Initiative), the UN
Global Compact (PM) and various institutional
investors, created the Principles for Responsible
Investment
(PRI),
which
promote
the
incorporation of Environmental, Social and
Governance criteria (ASG) in decision-making on
asset management, seeking their consideration
of broader objectives in the development of
society. (PRI, 2016).
Companies,
aware
that
“stock
market
capitalization is determined to a large extent by
elements of intangible value” (PWC, 2014, pág.
3), and as sponsors of local development through
investment (OCDE, 2011), are integrating this
focus into their management. According to a new
PWC survey, 74% of CEOs states that measuring
and reporting on the total impact of activities by
their companies in their social, environmental, tax
and economic dimension, influences their
long-term success. (op. cit).

BMV Group, as a part of its agenda on the promotion and
contribution to sustainable development in Mexico, seeks to
contribute to the strengthening of management and
reporting practices of its issuing companies, in order to offer
quality, relevant and transparent information on ESG
aspects to investors, shareholders and stakeholders, in
order to support decision-making. The Sustainability Guide
(hereinafter, the Guide) shown below is the expression of
this effort.

The Mexican Stock Exchange
Bolsa Mexicana de Valores, S.A.B. de C.V. (BMV) is a
financial entity operating through a concession of the
Ministry of Finance and Public Credit, in compliance with
the Securities Market Law. In 2008, aligned with global
trends and the changes that have occurred in legislation,
BMV ended the demutualization process, becoming a
publicly listed company whose shares are tradeable on the
securities market. (Grupo BMV, 2016).

BMV’s role in the sustainable development
of companies in Mexico
BMV Group is aware of investors that make decisions by
evaluating other aspects beyond credit quality, where social
and environmental responsibility assumed by companies,
their governance, business ethics and responsibility
represents a determining value, launched the Sustainable
Price and Quotations Index in 2011, its purpose being to
follow the stock market behavior of Mexican issuers that
have sustainability programs aligned to international
standards, providing the investing public with a referenced
investment vehicle, characterized as representative
because of the level of issuers it includes and as investable
due to the liquidity present in its components. (Grupo BMV,
2015, pág. 3).
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THE GOALS OF THE SUSTAINABLE IPC (PRICE AND QUOTATIONS INDEX) IS AS FOLLOWS:
1. To position Mexico as a country with a stock market committed to Social, Environmental and
Governance Responsibility.
2. To promote in Mexican Issuers adoption of measurement policies and systems in matters of
Social, Environmental and Governance Responsibility.
3. To promote at an international level local issuers that have made a commitment in matters of
sustainability and that have stood out for such reason.
4. To promote continuous delivery of information in matters of sustainability demanded by
investors for decision-making.
5. To position the Stock Exchange within the trends in matters of sustainability.
6. To raise awareness of issuers and investors on the fact that sustainable companies seek their
long-term permanence based on the commitment with their community, the environment and
transparency in decision-making toward minority investors.
7. To offer an investment vehicle referenced to the index for all types of investors.
8. To integrate a portfolio of liquid and investable companies committed with social and
environmental responsibility that is significant at a local level and comparable at an
international level.
9. To project sustainable issuers worldwide.
10.To monitor stock exchange return of the portfolio of sustainable issuers.
(Grupo BMV, 2015)
More information on methodology, companies included in the index and progress of sustainability initiatives
promoted by BMV at http://bit.ly/2fIeMfF.

Company and Sustainability
In recent years, business perspective has changed. Social and environmental performance under adopted
business governance frameworks is part of a new competitive entrepreneurial scenario. The way how
organizations assume “the responsibility to deliver products and/or services whose supply, processes,
distribution, sale, purchase, use, consumption, packing and final disposition or recovery of materials...” (Zehle,
2014, pág. 15) is highly valued by users, consumers and financial analysts.
The Multilateral Investment Fund (FOMIN in Spanish) defines sustainable development as: “a process of
change toward a situation where production, consumption and investment habits make it possible for people, now
and in the future, to have the material, social and environmental conditions allowing them to have access to decent
existence and a better life quality”.
In this context, investors are a stakeholder group that without doubt has contributed with the inclusion of
sustainable development within the business plans of organizations. With the self-imposed standards for more
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responsible investments and with the creation of sustainability indexes that base their evaluations on more
specific standards, they have encouraged companies to adopt objectives, strategies, initiatives and programs
oriented to sustainable development.
Since investors, international organizations, regulators, non-governmental organizations, communication media,
trade union organizations, among others, have influenced the construction of a sustainability agenda in which
companies play a central role. “[Entrepreneurial] reputation, increasingly recognized as a priority by top
management and as a means for obtaining the “license to operate”… is linked to the company’s performance and
those with the best reputation consistently exceed their market value, taking advantage of the support from
stakeholders to operate more efficiently … and reach their objectives.” (Nielsen, 2016).

Pillars of sustainability
For companies, the term triple bottom line, used for the
first time in 1994 by John Elkington, redefines criteria
and values used to measure success and sustainability
of an organization, incorporating to the traditional vision
the social and environmental elements. The triple
bottom line refers to the need of assessing
company’s management through three master
indicators: people, planet, profit.

¡!

The triple bottom line links business sustainability with
the definition of sustainable development reached by
consensus in 1987 and contained in the Brundtland
Report: “The development that meets the present needs
without compromising the ability of future generations to
meet their own needs .” In 2005, at the “World Summit
on Social Development” three priority issues were
established for world sustainable development:
Economic
Development, Social Development
and Environmental Protection.

ENVIROMENT

FUTURE
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PRIs are an example of the expression
of the triple bottom line within
business management. These evaluate
sustainability of companies, taking
into account, in addition to their
financial indicators, the performance
of environmental, social and
corporate governance management,
as elements impacting risks and
results of the organization.

NATURE

RESPONSABILITY
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1 BMV’s Sustainability guide
In August, 2014, BMV signed its adhesion to the Sustainable Stock Exchanges Initiative, a platform aimed at
working with investors, regulators and companies to improve accountability of issuers, as well as to have a more
open and transparent communication on their performance in ESG matters, in order to promote responsible
long-term investments.
One of the commitments acquired by BMV was the publication of a Guide supporting BMV’s companies in the
implementation of their sustainability and communication strategies on their performance in the matter.

With the Guide, BMV seeks:
• To facilitate a practical path helping issuers in the design of their sustainability strategies.
• To contribute for communication with investors and stakeholders to consider relevant issues impacting
operations and results of the company.
• To advice in the design of communication tools with stakeholders and the generation of the voluntary
sustainability report of issuers. To help in the application and dissemination of best sustainability practices, the
use of international guides, protocols and standards.

Guide Structure
Esta Guía tiene dos elementos clave para su aplicación. Un Proceso de Sustentabilidad compuesto de seis
etapas y un Modelo de Madurez que describe cada una de esas etapas y las actividades que se sugieren cumplir
para poder avanzar en mejores prácticas. El cuerpo de la Guía explicará cada una de las etapas, así como su
matriz de madurez, y hará referencia a mejores prácticas a nivel mundial para cada uno de sus componentes.

Sustainability Process
Process management is a good business management practice. Its design, structure and flexibility is pivotal for
the company to be competitive, sustainable and with sufficient room for maneuver in times of prosperity or crisis.
Process management has the following five common characteristics reflecting if implementation and
institutionalization of a process is effective, repeatable and lasting:

1

Commitment
to perform

2

Ability
to perform

3

Activities
performed

4

Measurement
and analysis

5

Verifying
implementation

Each process defines a set of good practices that will be as follows:
• Defined in a documented procedure
• Supplied with necessary resources and training
• Performed in a systematic, universal and uniform manner (institutionalized)
• Measured and verified
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The ISO family standards or the European Foundation for Quality Management (EFQM Model) offer a series of
standards and guidelines to all those companies interested in adopting a process-based focus for managing
their activities and resources in order to channel them to the achievement of their purposes. For more information on ISO, visit http://bit.ly/1fdtBMS and on EFQM http://bit.ly/TvQPIa.
By way of example, the most common management systems are:

ISO 9000 Quality

ISO 50001 Energy

ISO 45001 Occupational

ISO 14000 Environment

ISO 31000 Risks

Safety and Health

ISO 26000 Social Responsibility

ISO 27001 Information Security

ISO 37001 Anti-bribery

Processes suggested in this Guide are in line with this focus, in order to lead activities toward achievement of
specific results derived from a continuous improvement cycle.
The described Sustainability Process consists of six stages aimed at guiding companies in the management of
their sustainability strategy. Even though it is suggested to begin with the governance stage, organizations will
realize that on a daily basis processes take place in parallel and that, in principle, they do not necessarily show
a sequential order. The process is designed as a cycle, since sustainability management in organizations is a
permanent process with continuous improvement.

STAGE 1.

CORPORATE GOVERNANCE
AND SUSTAINABILITY VISION

STAGE 2.

A clear Corporate Governance
is in place?
¿Is management convinced that this
is a sustainable business?

Is there an analysis of stakeholders
and a business context analysis?

CONTEXT AND STAKEHOLDERS

STAGE 6.

STAGE 3.

COMMUNICATION AND REPORTING
Is there a communication and
reporting strategy with the
different stakeholders of the
organization?

Proceso de
SUSTAINABILITY
Sustentabilidad
PROCESS

STAGE 5.

SUSTAINABILITY
MANAGEMENT
Is there a baseline for each
sustainability element, an action plan,
objectives and indicators? Is there a
sustainability management
system in place?

RESPONSIBLE INVESTMENT AND
MANAGEMENT OF FINANCIAL,
ENVIRONMENTAL, SOCIAL RISKS
AND GOVERNANCE (FASG)
Financial, corporate governance,
environmental and social aspects
impacting company's operations are
known, understood and evaluated? Are
decision making elements of investors
identified to invest in the short and long
term?

STAGE 4.
DEFINITION OF MATERIALITY
AND BUSINESS STRATEGY

Is there a materiality study in place and
sustainability elements of the
organization’s strategy are incorporated?

Source: In-house preparation
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The organization requires to generate certain conditions to be able to fulfill the sustainability process efficiently:
Commited management: management must be aware of the need to incorporate sustainability concepts within
the organization’s processes. The critical factor in this point is the need to be instructed and trained to direct
change, both at the level of the Board and of top management.
Raise awareness, educate and train: the managerial team must achieve that all employees of the company feel
committed and not obligated in the sustainability process.
Identify processes: from the analysis of all interactions with stakeholders a follow-up of processes is carried out.
Align activity to strategy: key processes allow implementing systematically the company’s policies and
strategies.
Classify issues and establish priorities: among stakeholders, risks and goals of the organization that have been
identified and defined, it is established which ones are strategic and represent a support to design a materiality
matrix.
Identify relations: it is necessary that each organization identifies interrelations between the different processes
of the organization, their contribution to sustainability and the determination on whether their impacts are internal
and/or external.
Monitor progress: establish indicators allowing to apply and improve the sustainability management system,
starting from a baseline and defining the short and long-term goals intended to reach.
It defines result indicators: ldecisions must be based on foreseen results and goals; thus, having indicators in
place will allow knowing the fulfillment of expectations from stakeholders and compare results.

Maturity Model
The maturity model, known also as capability
model can be utilized by organizations to know
the minimum requirements established by the
best international practices in each stage of the
sustainability process, as well as to evaluate the
maturity level of the company in each of the six
processes established.
This model has been designed with five maturity
levels, beginning with a basic compliance level,
up to an integrated level where sustainability is
imbibed in the strategy, operations, and financial
results of the organization.
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1. Compliance: The organization at this level does not have a stable environment for development and
maintenance of sustainability strategies and initiatives. It has fragile or unstable organizational structures. Even
though it has mechanisms (policies or processes) linked to sustainability management (for example,
environmental and occupational) these are not identified nor are a part of integral planning. Success of projects
is based on personal effort. The result of projects is unpredictable. The relation with the value chain is
transactional.
2. Tactical: The organization establishes minimum conditions for adoption of sustainability strategies and
initiatives, using institutionalized project management practices. It has formal structures with roles and
responsibilities defined at a functional level (areas). Some processes related to sustainability are documented and
identified, using basic metrics for improvement and it performs a fair follow-up of quality of products/services and
of operation in general. Success of projects is based on collective effort at the level of area/ division / business
unit. The scope on quality evaluation extends to the value chain. It identifies stakeholders.
3. Strategic: The organization identifies and establishes processes connected to strategies and initiatives, which
to be attained involve the top management and all operational levels through integral project management. It
defines roles and responsibilities at a matrix level, that is, the focus is placed on processes. Sustainability
processes take part in the organization improvement cycle, through the use of comparable performance metrics
(they have a baseline) according to sectorial and international standards. The success of projects is based on the
collective effort at the level of processes. Sustainability strategies and initiatives are shared with the value chain to
incorporate them (depending on the conditions) into management. Consultation to stakeholders.
4. Optimized: The organization shares processes connected to the achievement of objectives and the
sustainability strategies with value chain members and stakeholders; these are considered for continuous
improvement of the organization and the value chain, taking into account the needs and expectations of
stakeholders. It establishes quality and productivity metrics and these are used systematically for
decision-making and risk management. Sustainability results have an impact on the business. The sustainability
strategy incorporates elements arising from dialogue with stakeholders.
5. Integrated: The organization focuses on continuous improvement of all processes; it adopts and permeates the
sustainability culture to all value chain members and key stakeholders. Project management is systemic, its scope
and impact considers sustainability as a central element. Structures, roles and responsibilities adapt to global
process management (which have an influence on the value chain and stakeholders) and take global trends into
consideration. The metrics used by the organization are used systematically and consistently for decision-making.
Financial and non-financial results have the same importance. It promotes strategic innovation and promotes
culture of change. The organization leads its sector at a national and international level and it influences local
public policies. It involves stakeholders in strategy design and development.

¡!
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There is no determinated time to
progress one level; each process
requires a great effort and a strong
commitment
from
the
top
management.
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2 Guide Implementation
A partir de este momento la Guía describirá cada etapa del proceso de sustentabilidad con su correspondiente
modelo de madurez. Cada etapa cuenta con diversos elementos que deben ser gestionados dentro de la
organización. Las empresas pueden encontrarse en diferentes niveles de madurez según sus actividades; esto
no implica que sean más o menos sustentables. Lo relevante es que los objetivos, iniciativas y programas
emprendidos contribuyan al fortalecimiento del negocio y al desarrollo de la sociedad.

Stage 1. Governance and sustainability vision
Governance is the system through which corporations are managed and controlled. Governance structure
specifies distribution of rights and responsibilities among different participants of the corporation, such as the
director, managers, shareholders and other economic agents who maintain an interest in the company.
Governance also provides the structure through which the goals of the company are established, the means to
reach such purposes, as well as the form to follow up on its performance.

Organization for Economic Cooperation and Development- OECD
Governance is gaining more and more importance in the local and international area due to its recognition as a
valuable means to reach more reliable and efficient markets. (Konja & Flores, pág. 10).
Investors consider it an exceedingly important element to preserve actual value of their investments in the long
term, to the extent it leads to decrease asymmetry of information between them and the managers of the company.
This goal is reinforced by the existence of a legal framework and efficient supervision practices ensuring the
existence of transparent markets guaranteeing protection of the investor.

Good Governance practices:
Corporate Governance Principles of the Organization for Economic Cooperation and Development (OECD),
available at: http://bit.ly/2b25jf6.A more exhaustive and recent review, where the role of the State as owner is
included, can be viewed in “OECD Guidelines on Corporate Governance of Publicly-listed Companies”,
available at: http://bit.ly/2gUtDRz.
Code of Best Corporate Practices of the Business Coordinating Council (CCE) of Mexico, available at:
http://bit.ly/2g6vVhm.
Guides of the National Banking and Securities Commission (CNBV) and of BMV, available at:
http://bit.ly/2fYpVnK.
Other useful references to establish governance practices can be found in the Sarbanes-Oxley Law and the
corporate governance indicators of the Global Reporting Initiative (GRI).
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Is there a clear Governance? Is management
convinced that it is a sustainable business?

TO HAVE A BOARD OF
DIRECTORS

The components characterizing corporate governance,
based on good practices, are as follows:

TO ACT WITH ETHICS AND IN
COMPLIANCE WITH THE REGULATIONS

with a defined structure
(roles and responsibilities)
and independent directors
who participate in the
decisions (DJSI, BMV,
OECD, GRI).

with the establishment of
clear policies and ethical
codes of performance
(DJSI, BMV, OECD, GRI).

TO DEFINE ACTIVITIES FOR
CONTROL AND SUPERVISION
OF COMPLIANCE

establishing internal control
practices and audit (OECD,
COSO, DJSI, GRI, BMV).

TO DEFINE A PERSON
RESPONSIBLE FOR THE
SUSTAINABILITY FUNCTION

in charge of supervising the
organization’s ASG strategy
(DJSI, GRI, BMV).

OBSERVE THE RIGHTS AND
TREATMENTS OF
SHAREHOLDERS/INVESTORS

who consider participation
and right in
decision-making of these
stakeholders (OECD,
BMV)?.

These components have minimal activities within each maturity level which, once identified, allow the organization to identify in
which level it is and know the areas of excellence and opportunity to implement the necessary actions that, as the case may be,
allow to close gaps, according to the strategy established by the organization.
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A
A

GOVERNANCE
A.1. Structure of the Board of Directors.

No.
A.1.1.

A.1.2.

Compliance
Cumplimiento

Estratégico
Strategic

Optimizado
Optimized

Integrado
Integrated

1. In order to give

1. As a part of the
commitment with
stakeholders, it makes
key points of nomination
and succession
processes transparent.
This also applies to
remuneration policies
and the own
remuneration of the top
management and the
Board.

1. It takes into account the

1. A Board of
Directors is
established

1. The Board separates

2. The Board of

2. To strengthen

2. To evaluate
performance on the
operation of
committees, it conducts
periodical evaluations
to review structures,
obligations, processes
and performance.

2. As a result of the
evaluation, which is then
published, it adopts
processes focused on
improving efficiency of
the Board (review of
duties and obligations).

2. Evaluations are done

3. Independent
Directors are chosen
because of closeness
or friendship.

3. It increases the

3.Two thirds of the
Board are independent.
It establishes a
nomination and
selection process for
directors.

3. The Board has
representation in it by
key stakeholders (“other
directors”). The
nomination and
selection process for
directors, as well as the
results thereof are made
transparent.

3. There is a systematic and

Directors creates
committees to guide
the strategy (for
example, Finance and
Audit).

A.1.3.

Tactical
Táctico

duties between its
Chairmanship and CEO
of the company.

strategy and decrease
risks, it creates
intermediate support
committees (for
example,
Compensations,
Corporate Practices,
Risks, Sustainability,
Strategic Planning).

number of independent
directors who have
been chosen on the
basis of their experience
and capacity in the
position.

certainty, it establishes
a nomination and
planning process for
succession in the top
management and the
Board.

opinion of stakeholders in the
update of policies, voting and
proposals related to
remuneration aspects; and it
makes process transparent to
determine remuneration.

systematically to identify gaps
in the operation of
Committees and it adopts
continuous training programs
to strengthen capacities of
board directors.

two-way dialogue between
directors (independent and
regular), key stakeholders
and shareholders, to discuss
and evaluate the results of
the organization and make
decisions.

A.2. Ethics and Regulations.
No.
A.2.1.

Cumplimiento
Compliance

Táctico
Tactical

1. It defines mission, 1. The mission, vision
vision and values of and values are
reviewed, (re)defined by
the organization.
the Board and aligned
with strategic planning
of the organization. The
declarations incorporate
FESG elements.
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Estratégico
Strategic
1. It involves members
of the Board, top
management and
employees in the
compliance of mission,
vision and values,
through the
achievement of
objectives, trainings,
etc.

Integrated
Integrado

Optimizado
Optimized
1. It permeates the
mission, vision and
values in chain value
members and promotes
their compliance,
through observance of
policies, achievements
of objectives, trainings,
etc.

1. The mission, vision and
values of the organization are
integrated into the
organizational culture.
Compliance with these
principles is evaluated
systematically through
evaluations of performance at
all levels, including the value
chain.
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No.
A.2.2.

Cumplimiento
Compliance

A.2.4.

2. The policies of the

3. The code of ethics

3. Members of the
Board, top
management and staff
are evaluated from time
to time, about
knowledge and
compliance of both
codes. It disseminates
among chain value
members both codes
so that their principles
are observed as a part
of their operations.

3. It evaluates
compliance with both
codes in the value
chain. It analyzes risks
due to noncompliance
with the established
principles. It clarifies the
result of the analysis
carried out, including
information both of the
organization and the
value chain.

3. Based on known

4. It keeps an internal

4.It discloses to the
public the number of
deviations to the codes,
as well as the status of
recorded incidents (in
process of
investigation, closed
case, remediation
measure, etc.) for the
knowledge of
stakeholders.

4. To follow up on the
recorded deviations and
implement improvement
measures to decrease
or mitigate risks, it
creates a committee of
ethics with direct
reporting to the top
management. This
follows up the recorded
cases both internally
and those reported for
the value chain.

4. As a part of risk

3. It establishes a code

4. It establishes
mechanisms to report
deviations from the
principles and
guidelines established
in the code of ethics
and code of conduct.
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Integrated
Integrado

Optimizado
Optimized
2. It expands scope of
the policies of the
organization toward the
value chain and it
shares the control
processes to monitor
compliance.

2. It defines

of ethics and a code of
conduct ruling the
relation with external
and internal
stakeholders.

Strategic
Estratégico
2. It defines policies to

2. It establishes

policies and
procedures ruling
day-to-day operation
(for example, Policy
of Quality,
Purchasing, Human
Resources).

A.2.3.

Tactical
Táctico

environmental and
social policies and
procedures in response
to regulations and
context.

and of conduct extend
their scope, including
FESG issues to be
observed by external
and internal
stakeholders.

record with the number
of deviations recorded
both by internal and
external stakeholders.

strengthen governance:
competition,
anti-bribery, information
withholding. On the
other hand, it
establishes control
processes to ensure
compliance with
policies and
procedures.

organization are shared,
adapted and followed by all
value chain members; and
the improvement is jointly
developed (global impact).

evaluations and risks,
decisions are made on
business continuity with chain
value members and it
(re)assesses its strategic
alliances. The evaluation and
analysis on compliance with
the codes is carried out
systematically with all
stakeholders.

management, it creates the
figure of OMBUDSMAN, with
direct report to the Board and
main party responsible for
systematically monitoring and
improving the compliance
system to the codes both by
the organization and by value
chain members. With the
analysis carried out, it
contributes to
decision-making. It
supervises that reporting
mechanisms are in force and
updated.
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A.3. Responsibility for the sustainability function.
No.
A.3.1.

Cumplimiento
Compliance

Tactical
Táctico

Strategic
Estratégico

Optimizado
Optimized

1. It has a person

1. It appoints a director

1. The Board appoints

1. The Board, based on
the strategic goals and
indicators of key
performance, makes
decisions based on
progress and
compliance with the
sustainability agenda.
This agenda is
expanded to the value
chain. The Board knows
the opinion of the
stakeholders on the
results of the ASG
practices of the
organization.

1. The Board redesigns

2. It has support
personnel of the same
department or area.

2. It creates a

2. The Committee
evaluates compliance
with the strategy and
conducts its aligning
with the strategic goals
of the organization. It
establishes strategic
indicators to monitor
strategy progress. It
consults stakeholders
on the opportunity
areas and improvement
of strategy.

2. IThe Committee
enlarges the scope of
the evaluation of
compliance with the
strategic goals to the
value chain. It creates
dialogue and feedback
mechanisms with the
stakeholders. It takes
into account the opinion
of these in the process
of improvement of ASG
initiatives.

2. The Committee holds

responsible for the
follow-up on
operating issues
related to safety and
the environment.

A.3.2.

as responsible for a
broader sustainability
agenda: institutional
linkage, health and
safety, social
management,
environmental
management, etc. It
contributes with the
design and it supervises
the organization’s
sustainability strategy.

Sustainability
Committee composed
by directors of functional
areas and/or Business
Units, in order to design
and follow up on the
implementation of the
sustainability strategy.

an officer as
responsible for
follow-up on the
sustainability agenda of
the organization. Its
main responsibilities
include: evaluate, (re-)
design and supervise
strategy deployment, as
well as to align it with
the strategic goals of
the organization.

Integrated
Integrado

strategy and changes the
sustainability agenda,
incorporating the relevant
issues for stakeholders and
the strategic goals of the
organization. It knows the
performance of the value
chain based on the follow-up
indicators proposed for the
latter. It participates in the
discussion of public policies
promoting the

meetings on a permanent
basis and it invites key value
chain members, as a part of
risk management. It promotes
improvement of ASG strategy,
initiatives and programs,
considering the global impact
of these elements; namely, it
takes into account the results
reached by the organization
and the value chain.

A.4. Compliance with regulations, rules and internal control procedures.
No.
A.4.1.

Cumplimiento
Compliance
1. Internal control
activities and
processes are
fragmented.
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Integrated
Integrado

Táctico
Tactical

Estratégico
Strategic

Optimizado
Optimized

1. The internal control
activities and processes
adopt a defined
structure. There is a
person responsible for
internal control. Roles
and responsibilities are
defined inertially.

1. IInternal control
activities and processes
are structured and
adopted in the entire
organization. An
international control
management is
created. Roles and
responsibilities are
defined under joint
responsibility. It
identifies gaps in the
management from data
analysis.

1. Activities and
processes are adopted in
the entire organization
and have specific metrics
to evaluate operation
performance. The
controls are integrated
within the management.
Roles and
responsibilities are
identified at level of
processes. It promotes
improvement based on
the analyzed information.
The Board and the top
management make
decisions on the basis of
evaluated performance
information.

1. Internal control activities

and processes are an integral
part of the improvement of the
organization, supervised at the
level of the Board and the top
management. Controls are
updated on the basis of best
practices at an international
level in accordance with the
world trends. Internal control
ensures that update of
business objectives is
consistent with the
performance of the
organization and the
macroeconomic,
environmental and social
trends.
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A.3. Responsibility for the sustainability function.
No.
A.4.2.

Cumplimiento
Compliance
2. Audits are focused

2. In addition to legal

3. The audits are
focused on the
generation of financial
information.

3. Audits incorporate

on the review of legal
and regulatory
compliance. There is
no formal structure,
each area carries out
the function of
auditor.

A.4.3.

Tactical
Táctico

compliance, audits
enlarge their scope to
processes, reports and
management. The
organization creates an
internal audit
management in order to
supervise this activity.

information on
management and
performance of the
organization. The
financial information and
non-financial
information is audited.
The non-financial
information review
follows ad-hoc
methodologies.

Strategic
Estratégico

Integrated
Integrado

Optimizado
Optimized

2. It has activities and

2. It has activities and
processes ensuring that
information on
performance and risks
of the organization is
used in improvement
processes of the
organization. Audit
practices are evaluated
against sectorial
practices. The audit
management is an
integral part of the
management and risk
system of the
organization.

2. The activities and

3. The analysis of data
generated from the
measurement of the
financial and
non-financial
performance audited by
the organization, is used
to promote the
improvement. The
review of non-financial
information follows a
structured methodology
based on good
accounting practices.

3. The scope of audits
and the analysis of
financial and
non-financial data is
expanded to key value
chain members. The
review of non-financial
information follows a
systematic and
transparent
methodology and it uses
as a basis the best
practices at a sectorial
level. Recommendations
for improvement are
expanded to the value
chain.

3. The analysis of financial

Optimizado
Optimized

Integrated
Integrado

processes defined to
carry out the audit
function systematically
and periodically. The
audit management
participates in the
Board of Directors in
order to provide
information on
performance and the
risks of the
organization.

processes of the organization
are a part of the continuous
improvement promoted by
the organization. The
information evaluated and
reported to the Board is used
for decision-making. Audit
practices are evaluated
against best practices at an
international level. The audit
management is key in the
structure of the government
of the organization.

and non-financial information
is used in the design of
improvement plans and
programs of the organization
and of the value chain. The
controls for the review of
non-financial information are
adopted for the value chain,
as a part of the process
systematization. It uses as a
basis the best international
practices.

A.5. Rights and treatment to shareholders
No.
A.5.1.

Cumplimiento
Compliance
1. The organization

invites its shareholders
to participate on the
basis of the terms of
the regulations in
force.
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Táctico
Tactical
1. The organization has
controls to ensure
participation by
shareholders, as well as
the disclosure of the
information to them, to
participate at the
relevant meetings and
cast their vote.

Estratégico
Strategic
1. The organization
promotes internal and
external controls to
ensure respect of
fundamental rights of
the shareholders. It
establishes operation
processes and rules of
the shareholders
meetings in order to
allow for an equitable
treatment.

1. The organization
promotes a two-way
dialogue between the
Board of Directors and
shareholders, in order to
disclose information for
the latter to issue their
opinion on relevant
issues, such as the
appointment of
candidates to participate
or their opinion on
executive
compensations.

1. The organization

establishes controls to
institutionalize dialogue, type
of communications and
relevant issues on which the
Board and the shareholders
shall systematically and
transparently discuss.
Decisions taken on the basis
of the participation of
shareholders are considered
within the continuous
improvement processes of the
organization.
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Stage 2. Context and stakeholders
“The proper manner to distinguish and hierarchize the different stakeholders of a company consists of identifying
individuals or collectives who have some type of relation with it, and the type of relation or existing link between
them must be determined” (Zehle, 2014). The impact of the organization toward such groups and vice versa will
vary depending of the industry to which it belongs, to the context (social and environmental) and the current
market conditions (competition, regulation).

context
Organizations operating in various places, with different sizes and in different sectors, must assess which is the
best method to adapt the general performance of their organization to the broadest context of sustainability. For
such purpose, they must distinguish between matters or factors that have worldwide influence (such as climate
change) and those generating regional or local impacts (such as community development). (Ibid.).
The ISO 9001:2015 standard is particularly focused on analysis of context and it refers to the elements that may
be a part of it at an internal and external level.
ISO9000:2015, in its section 4 states:
4 Context of the organization
4.1 Understanding of the organization and its context:
The organization must determine external and internal matters relevant for its purpose and its strategic
management and which affect its capacity to achieve the expected results. It must also perform their follow-up and
review.
Note 1. The matters can include positive and negative factors.
Note 2. Understanding the external context can be facilitated by considering matters arising from legal,
technological, competitive, market, cultural, social and economic environments, either international, national,
regional or local.
(ISO9001:2015, pags. 1-2).

Analysis of external context
Some external factors that can be considered are the economic development and growth of the country,
international relations, demography and culture; innovation and technology; those related with target groups of the
company as changes in needs, perceptions or expectations of users and the people at large; interinstitutional
aspects such as modernization of public administration. (ISOTools, 2015). Different context analysis tools can be
used, allowing to identify and assess the opportunities and threats of the company.

Internal context analysis
Some internal factors that can be considered are processes and functions, available technology; financial
resources; organic laws; human resources; organizational culture; commitments; formal and informal
communication networks. (Ibid.).
Organizations use audits to evaluate their performance and compare it with their competition. Normally, the
internal analysis of the company complements and validates such evaluation with a thorough study of the
environment. (Ibid.).
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Stakeholders
Stakeholders are referred to as the group of interested
parties and/or parties affected directly or indirectly by
the activity of an organization. They can represent
environmental or social things or interests. In the
current globalized environment, these groups condition
sustainability and results of a company. (EOI, 2012).
The following tool is useful to prioritize stakeholders
according to their level of influence and to the degree of
dependence on the organization.
(AccountAbility, 2006, pag. 42)

The Manual for Practice of Relations with Stakeholders offers a guide and tools to perfect this practice. Available
at: http://bit.ly/2g2yI88
Establishing an engagement with stakeholders presumes efforts and various actions to understand them and
getting them involved in the activities and decision-making of the company. This engagement can be described as
the set of actions carried out to recognize and listen to the interested parties; which does not imply that all their
concerns must be satisfied but this presumes, indeed, that their question must be responded and included in the
strategic and operational development. (Strandberg, 2010)

Benefits of dialogue with stakeholders:
Having an early identification of relevant trends and matters. Keeping a continuous dialogue with stakeholders
implies the possibility of identifying new issues that can influence the conditions of the company.
Improving management of risks and opportunities. Having knowledge of stakeholders’ perspectives may be
instrumental in managing opportunities and risks more efficiently and effectively.
Increasing innovation and improvement processes. Knowledge and resources of stakeholders can be helpful to
improve and innovate processes, products or services.
Establishing credibility as a partner. The direct interaction and capacity to develop individual relations is the most
efficient method to build trust and credibility. This is crucial to achieve long-term success.
Making well-founded decisions. Access to information and relations that go beyond traditional sources can be
translated into a competitive advantage if these are integrated into planning and other main activities of the
company.(Ibid, p. 9).
It is also crucial to define and prioritize the relevant issues for each interest group, as well as to understand the form
how these are related to the expectations of the interested parties (Ibid., p. 12). Thus, the company is focused on
its strategic goals without breaching the rights of the interested parties. (Ibid, p. 13).
It is important that the relation with stakeholders is relevant and that it is aligned with the company’s strategy. The
development of engagements can generate benefits, but if these are established with wrong groups or are
proposed in an erroneous manner can fail to take advantage of resources and distract the organization from urgent
matters. (Ibid., p. 11).
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There are several methods to identify stakeholders. The organization AccountAbility suggests the following
dimensions for their identification:
• Responsibility: groups with which the company has or can have legal, financial and operational responsibilities,
according to regulations, contracts, policies or practices in force.
• Influence: groups that are or may be in the position to formally or informally influence the ability of the company
to reach its goals, since their actions can promote or prevent its performance.
• Tension: groups that require immediate attention regarding financial, economic, social or environmental issues.
• Dependence: groups that (directly or indirectly) depend on the company. For example: employees and their
families; clients whose safety, sustenance, health or well-being depends on its products or services; or suppliers,
for whom the company is an important client.
• Various perspectives: groups whose different perspectives can lead to new knowledge of a situation and/or to
the identification of opportunities. (Ibid, p. 11).
More information on series AA1000 of Accountability at: http://bit.ly/1sxiI4z
Interactions among stakeholders must be followed attentively. A group with a low level of influence and a high
degree of dependence, for example, can increase its level of influence by collaborating with other groups.
In summary, stakeholders management must:
1. Consider the strategic goals of the company, their relation with stakeholders and the determination of its
priorities.
2. Define the different levels of relation and their analysis, available resources and organizational limitations. Know
more about representatives of stakeholders and decide on the type of relation sought to establish with them.
3. Identify internal and external competences of the organization to define the relation that may be established with
each stakeholder; it must be ensured that all can be considered effectively.
4. Identify the different tools or relation channels with stakeholders and design a strategy customized to their needs
in order to achieve the business objectives.
5. Have a follow-up of results of the participation and ensure that its stakeholders value the quality of its efforts.

Does the organization have an analysis of
stakeholders and an analysis of the business
context?

ANALYZING CONTEXT

Understanding the organization (internal abilities) and
analyzing its environment (challenges and
opportunities) (DJSI, GRI, ISO, AA1000).
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The components belonging to the analysis of
context and stakeholders, according to good
practices are:

ANALYZING STAKEHOLDERS

Understanding, consulting and discussing on the needs and
expectations of stakeholders and their influence on the
organization’s strategy (DJSI, GRI, ISO, AA1000).
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A
B

CONTEXT AND STAKEHOLDERS.
B.1. Understanding of the organization and analysis of its context.

No.
B.1.1.

B.1.2.

Compliance
Cumplimiento

Tactical
Táctico

1. It has a clear
description of the
organization’s profile
and an analysis of
Strengths,
Opportunities,
Weaknesses and
Threats (FODA) of its
sector.

1. It conducts an

2. It identifies the
trends, milestones and
general conditions of
its sector.

2. It identifies trends,

analysis of Competitive
Strategy including:
Prospective
Participants,
Purchasers, Substitutes,
Suppliers and
Competition.

milestones and
economic,
environmental and
social conditions at a
local level.

Estratégico
Strategic

Optimizado
Optimized

1. It examines external

1. It has an analysis of
external factors, present
and future, for
sustainable
development, which
include Governance,
Social, Environmental,
Technological and
Economic issues.

1. It carries out an analysis of

2. It identifies trends,
milestones and
economic conditions of
governance,
environmental and
social conditions at the
level of sector and
industry, and it reflects
them into its strategic
goals.

2. It contributes to the
definition of trends,
milestones and
conditions of
governance,
environmental and
social conditions and it
reflects them in its
operational area and
sector.

2. It contributes in the

factors beyond its
control, such as
Political, Social and
Technological factors
(PEST).

Integrado
Integrated

shared value of its capitals:
Economic, Industrial,
Intellectual, Human, Social
and Natural.

definition of goals, trends,
milestones and conditions of
sustainable development at a
regional, national and global
level.

B.2. Analysis of needs and expectations of stakeholders.
No.
B.2.1.

Cumplimiento
Compliance
1. It identifies its

internal and external
stakeholders within the
business life cycle
model.
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Táctico
Tactical

Estratégico
Strategic

1. It defines processes
to consult its internal
and external
stakeholders and to
know their expectations
and interests.

1.It incorporates
expectations and
interests of
stakeholders within the
strategic goals of the
organization and it
creates feedback
mechanisms (one-way).

Optimizado
Optimized

Integrated
Integrado

1. It supervises progress
of strategic goals
derived from
expectations and
interests of key groups
and it verifies their
correspondence with the
strategic lines of
business. The
organization creates
discussion spaces
(two-way) with key
stakeholders.

1. It involves stakeholders in
the definition of goals and
decision-making of the
organization. Discussion
between the organization and
stakeholders is continuous,
systematic, open and
transparent.
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Stage 3. Responsible investment and management of financial,
environmental, social risks and governance (FESG)
The organization’s strategy must focus on dealing with material issues that allow managing risks from a financial,
environmental, social and governance perspective. “The manner how a company identifies, evaluates, manages
and reports on risks related to FESG aspects provides valuable information to investors on the quality of
management and its supervision.” (FSC, 2011, pág. 10).

Responsible Investment
The financial crisis has generated the need to assume an investment philosophy based on more transparency,
presence of ethical values and a better economic, social and environmental risk management. Responsible
Investment (RI) considers financial profitability criteria – risk and extra-financial ESG in the processes of investment
analysis and decision-making, as well as, also, in the exercise of active ownership, without having a lower
profitability for such reason. (Spainsif, pág. 5). The inclusion of these aspects must be reflected in its evaluations.

References on Responsible Investment and Risk Management are:
• European SRI Transparency Code: it focus on appropriate and accurate information, specially enabling
particular investors to understand the policies and practices of a financial product. More information at:
http://bit.ly/2fXxJLa
• Novethic Labels (France): it is granted by an independent entity and focuses on transparency or that granted
by the Interunion Committee for Salary Savings (France), which takes into account the quality/price ratio, the
Responsible Investment management and good governance. More information at: http://bit.ly/2g94KCJ
The IR is based on a combination of two supplementary analysis, which enables to make recommendations to
evaluated companies. (Spainsif, pág. 13).
1. The extra-financial analysis, which consists of identifying and assessing good ESG practices
a. Knowledge of the key questions in each activity sector (for example, the client-supplier relation in
wholesale trade, environment protection for a cement plant, the governance of a financial company, the
work conditions in the production and distribution chain).
b. Assessment within each sector of activity of companies with the best response to the ASG criteria ASG
criteria (mainly through periodical meetings with them).
(Ibid.)
2. The financial analysis, que determina y evalúa a las empresas más atractivas desde sus finanzas.
Just like with any investment, it must take into account the macroeconomic context (evolution of foreign currencies,
sectors, etc.) respecting limitations and management rules specified in the product brochure. There are different
RI strategies. The most common are:
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1. Exclusions due to behaviors contrary to international regulations and basic rights.
2. Exclusion of activities (for example, controversial weapons).
3. Best-in-class assessments (through selection of companies that, once the financial analysis is done,
have a higher ESG assessment).
4. Discussion with companies or stock engagement (it is a matter of improving the ESG behavior of
companies through discussion processes).
5. ESG integration (integration of ESG criteria in the traditional financial analysis). It is the evaluation of
investment portfolios with social, environmental and governance criteria, explicitly including
considerations in ESG matters in the traditional financial analysis.
(SpainSIF, p. 14).

To evaluate the financial impact of material issues, the Sustainability
Accounting Standards Board (SASB), offers a guide aligned to 20-F
to communicate its financial impact to investors. More information on
the importance of Materiality in accordance with SASB, at:
http://bit.ly/1OKR48P
(SASB, 2016, pág. 6).

ASG Risk Analysis
Deloitte defines strategy as the integrated set of options that can position an organization to create higher financial
returns and a sustainable advantage over its competitors. Although the various Business Units can require
different strategies, the management has to reconcile them and integrate them and the Meeting has to approve
them and oversee them. Strategic risks are those threatening to cause disruption to the strategy assumptions of
the organization. (Deloitte, 2016, pág. 4).
The strategic risk is defined as the current and future impact on revenues and capital, which may arise from
adverse business decisions, the undue application of decisions or the lack of responsiveness to industry changes.
(JPMorgan).
System ISO9000, as well as GRI, emphasize the need to integrate risks and concerns about environment within the
business strategy and operation. For example: How does climate change affect my operation? What is the
influence of this issue on local laws and regulations? Is my operation flexible enough to adapt to new changes?
What is my impact on the environment at an international and national level? These concerns mentioned as an
example can be disclosed through a FODA analysis, a FESGFESG risk matrix (qualitative and quantitative) or an
Integral Risk Management System.
A strategic risk can take the form of a potential event that may impair implementation of a business strategy or
the achievement of strategic goals. This can arise from an internal governance, operational, financial, technology, security, legal, social, environmental risk or another related risk. The strategic risk events can invalidate the
rationality of a strategic decision, threaten competitive advantage and erode performance, but may also point
toward new opportunities to generate value and improve competitiveness and performance of the company.
(Deloitte, p. 4).
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An efficient risk management that takes into consideration ESG matters, in embodied in an integral system started
and supported by the Board and the top management, and it involves cooperation between the consumer or user,
employees, the communities affected directly by the activities of the organization and other stakeholders. (IFC,
2012).
We can find an example of risk analysis in the infrastructure sector. This is subject to compliance with the
Principles of Ecuador; principles adopted to guarantee that projects for which financing and advice are provided,
are carried out in a socially responsible manner and reflect the application of strict environmental management
practices. (IFC, 2012). More information at: http://bit.ly/1GVGA26

Characteristics of strategic risks:
• Unique for the organization because strategy, culture, governance structure, and business and operation
models are unique.
• Detrimental to the entire organization, because a risk involving, for example, reputation or supply chain in an area
of the company can affect other areas.
• Easy to overlook because they often seem irrelevant, non-threatening or highly unlikely and management can
consider that these are being monitored and managed when actually they are not.
• Difíciles de abordar con los métodos acostumbrados de la administración del riesgo.
(Deloitte, op. cit)

The financial, environmental, social and
governance aspects impacting the company’s
operation are known, understood and evaluated?
Are investors’ decision-making elements identified
to invest in the short, medium and long term?

MANAGE FESG RISKS

-
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Defining and prioritizing FESG risks directly
impacting business operation and results.
(DJSI, GRI, ISO, CDP, PM).

The components underlying investment and
analysis of FESG risks, based on good
practices, are as follows:

CONTRIBUTE INFORMATION TO
DECISION-MAKING ON INVESTMENT

Disclosing information on key issues for the organization,
financial and extra-financial, decisive for investors.
(DJSI, GRI, Bloomberg, SASB, BMV).
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A
C

MANAGEMENT OF FINANCIAL, ENVIRONMENTAL, SOCIAL AND GOVERNANCE RISKS (FESG).
C.1. Management of FESG strategic and operating risks.
Tactical
Táctico

Estratégico
Strategic

Optimizado
Optimized

Integrado
Integrated

1. It manages risks
linked to legal and
regulatory issues.

1. It incorporates to the

1. The management of

1. The Board integrates
into the business
strategy priority issues,
depending on the
detected risks, both at a
strategic and operational
level. The scope of the
risk system is extended
to the value chain.

1. There is an effective risk

2. It has processes for
risk control related to
quality, safety and
health and
environment issues.
There is a person
responsible for
management.

2. The risk control

2. It adopts an Integral
Risk System focused
on sustainable
development of the
organization and it is
managed on a matrix
basis. Risks are
controlled by process
and no longer at a level
of functional area.

2. The Integral Risk
System includes risks
detected in the value
chain and it evaluates
their impact on the
sustainable
development of the
organization.
Organizational
processes consider the
risk of impacts derived
from the value chain.

2. The Integral Risk System

No.
C.1.1.

C.1.2.

Compliance
Cumplimiento

operational risk
management, the
financial risk
management exercised
by the top management.
ASG risks are
considered in the
operation.

operational, financial
and sustainability risks
are supervised by the
Board of Directors. Risk
management is
integral.

process is carried out
with the support of
systems created for
such purpose.
Functional areas are
responsible for risk
management within
their scopes.

management culture across
the organization, which
involves both business units
and functional areas of the
organization and the value
chain. Strategic goals are
linked to an effective risk
management.

incorporates into its analysis
all the model or lifecycle of
the business, including the
value chain, and it identifies
and “evaluates” the financial
and extra-financial impact of
risks on the organization and
on stakeholders.

C.2. Elements for decision-making of investors.
Cumplimiento
Compliance

C.2.1.

1. It has a risk rating.

1. The risk rating is

1. Performance
evaluations incorporate
FESG issues and are
reviewed by the Board
of Directors.

1. As a part of feedback
for ratings obtained in
evaluations, the
organization generates
involvement processes,
active discussion and
performance of voting
right for its investors.

1. The organization is

C.2.2.

2. It has internal

2. Structures are

2. Internal structures
are dealt with by
collaborators
specialized in financial
issues and
sustainability, and are
open to continuous
dialogue with investors
and other stakeholders,
to clear doubts and
concerns related to the
published information.

2. Internal structures are

2. The dialogue between the

structures to serve
investors and financial
markets. These are
operated by personnel
with accounting and/or
financial experience.
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Táctico
Tactical

Integrated
Integrado

No.

supplemented with
evaluations of
operational and financial
performance.

operated by financial
specialists to meet
investors’ demands. It
also creates
sustainability structures
for generation of
information. It extends
its vision to precaution
principles such as
“Principles of Ecuador”
and “Responsible
Investment”.

Estratégico
Strategic

Optimizado
Optimized

directed and supervised at
the level of Board of
Directors, through the
participation of directors or
the creation of committees
specialized in financial and
sustainability issues, in
charge of following up
FESG issues. There are
mechanisms to facilitate
dialogue between the
Board of Directors and
investors.

proactive in the generation of
a dialogue with investors and
other stakeholders, in order to
provide feedback to the results
on the generation of value and
the financial impact due to its
sustainability actions.

organization, through the
Board of Directors, investors
and stakeholders, is carried
out systematically and it is
open and transparent on the
financial and sustainable
performance. Comments and
opinions by investors and
stakeholders is considered
within medium and long-term
strategic planning.
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Stage 4. Definition of materiality and business strategy
The purpose of the organization’s strategy is the
creation of value. When referring to sustainable
development in the company, reference is made
to a new business model where the organization
recognizes the importance that such value is not
only for its shareholders, but for all of its
stakeholders, to the extent of the possibilities of
the organization.
The strategy must have a set of short and
medium-term goals and objectives with specific
milestones reflecting vision compliance. Goals
and objectives must be perceived as clear and
attainable. Objectives refer to short and
medium-term quantitative aspirations, whereas
goals are the qualitative characteristics in the
same period of time.
(Porter & Kramer, 2011, pág. 16).

Porter, in his paper called creation of shared-value, emphasizes some specific characteristics of management that
creates value, comparing it against some advantages of corporate social responsibility.

Defining company’s materiality
There are different ways to approach materiality. Some have a more regulatory approach
and oriented to investors. Others are more oriented to the organization’s operation and
results. The company can define its own focus in accordance with the strategy it defines
to achieve its objectives and goals.
For GRI “materiality in the context of sustainability is not only limited to those aspects that
have a major financial impact on the organization. Determining what is material […] also
presumes considering economic, environmental and social impacts that go beyond a
certain threshold by affecting the ability to meet the needs of present generations without
compromising the needs of future generations. (GRI G4, 2013, pág. 11).
(GRI G4, 2013, pág. 12)

In accordance with GRI, some relevant aspects to take into account in defining materiality are as follows:
Impacts, risks or opportunities related to sustainability that can be fairly estimated.
Main interests and topics related to sustainable performance and indicators proposed by stakeholders.
Main topics and future challenges of the sector.
Laws, regulations, international agreements or relevant voluntary agreements with strategic importance for the
organization and its stakeholders.
Main values, policies, strategies, operational management systems, objectives and goals of the organization.
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Interests and expectations of the stakeholders.
Major risks for the organization.
Critical factors that make success of the organization possible.
Main competences of the organization and how these contribute or may contribute to sustainable development.
For the International Integrated Reporting Council (IIRC) the focus is on the investors and it considers that an
integrated report must provide information on “matters affecting substantially the ability of the organization to
create value in the short, medium and long term.” (IIRFC, 2013, pág. 19).
The process defined by IIRC implies:
Identifying the relevant matters considering their capacity to affect value creation.
Evaluating the importance of relevant matters in terms of their known or potential effect on value creation.
Give priority to matters in consideration of their relative importance.
Determine the information to be disclosed about material topics.
(IIRC, p. 19).
The practical guide to define “Materiality in the Integrated Report” is available at: http://bit.ly/29zj0E2
For SASB, the focus is on the regulators and investors and it considers that material aspects are important for fair
representation of the financial and operational position of the entity. It is the information necessary for an investor
to be able to make investment decisions. (Vives, 2015).
“At SASB, we take as a basis the definition of materiality from the U.S. Securities and Exchange Commission. In
practical terms, the matters that serve to present the financial information on the condition and performance of an
entity in an accurate manner for investors. We believe that any investor wants to know on the financial impacts,
sectorial rules, concerns of shareholders and stakeholders, as well as of the opportunities to innovate [of any
entity].” (Rogers, 2013).
Jean Rogers, SASB’s Founder and Executive Director.
The Guide for definition of materiality is available at: http://bit.ly/2gILigI
To extend the perspective on the association between materiality and strategy, Vives (2015), states 12 principles:
1. Strategic Determining material aspects is the start of the company’s strategy; without them there cannot be
sustainability strategy and without the latter, there cannot be business strategy.
2. Universality. It involves all types and sizes of companies.
3. Means for action. Determining material aspects is a key factor to prepare a sustainability report; but this is a
means, not a purpose. It is not done to satisfy reporting requirements, but to operate and guide action.
4. Specificity. The company decides what is material; each one is different and, therefore, cannot be copied from
one another. Material aspects must be approved at the highest possible level, ideally by the Board of Directors
and not by the sustainability experts or consultants, as this determines the strategy of the company.
5. Diversity. The company can have different material aspects in the different regions or countries where it
operates. It cannot have a sole materiality matrix, even if they share common aspects.
6. Relativity. Materiality is a relative concept, as it depends on context; it is variable in time and in the space where
it operates, although some aspects can have continuity.
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7. Not everything that matters is a priority. Each stakeholder has its own idea of what is important for them, but
it may not be material for the company. It depends on the impact that each of them can have.
8. Disparity. Society is not an entity with an identity that can be consulted. The company can only perceive what is
material for society.
9. Our society. Each company has “its” society. It is an aggregate of the different stakeholders, in accordance
with its methodology, which includes who they are, how their opinions and actions are valued, their size and
importance, as well as the relative impacts on the company.
10. Material stakeholders. The identification of material stakeholders determines materiality, strategy, action and
results. Not all stakeholders are material, it is necessary to prioritize them.
11. Heterogeneity. In order to determine material stakeholders it is required to reach the disaggregate subgroup
level and not a “group” level.
12. Priority. Materiality must be a synonym of priority and, therefore, the number of material aspects must be small.

Sustainability strategy
In accordance with Evans & Lindsay, (p. 558, 2015),
“strategy is the pattern of decisions that determines and
discloses the goals, policies and plans of an organization
to meet the needs of its interested parties.” A strategy with
a sustainable vision integrates the material matters with the
financial and extra-financial impacts of the organization
into its business objectives, in order to give a “competitive
advantage.” The Balanced Scorecard Institute (BSI)
provides an overview and guide of how to align the
sustainability strategy within the business plan.
The following illustration exemplifies alignment between
objectives, indicators, goals and initiatives using a BSC
with sustainable focus.
(Howard & Montgomery, 2010, pág. 8)

The integration process suggested in this guide seeks to guide the design and execution of the sustainability
strategy in a methodic, systematic and consistent manner, under a focus based on processes and results-oriented.
The strategy design starts after highest-level leaderships have been defined, namely, from Board of Directors and
the top management. Both will be responsible for permeating sustainability culture and objectives across the
organization. For such purpose, it should be asked if it has:
• Supporting committees that have a Strategic Planning and Sustainability Committee at the highest level and;
• Experienced directors trained in topics of risks, governance, environment and social outreach to orient the
strategy;
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• Codes and mechanisms (policies) directing strategy implementation with a sustainable vision;
• Transparent practices to be accountable to investors, shareholders and other stakeholders.
Who implements the strategy?
The strategy must be validated by the Board, supervised by the CEO and deployed by a Board of Directors or
Executive Committee responsible for:
a. Defining strategic initiatives, plans and programs to be executed;
b. Defining the scope, time and resources required for the implementation of initiatives, plans and programs;
c. Establishing the indicators to evaluate performance of initiatives;
d. Establishing the plans for improvement.
The success of the strategy depends on how it will add value to the business and to the stakeholders. After
some time and having reached an optimized and/or integrated maturity level, the sustainability strategy must be
integrated into the organization’s business strategy, namely, a strategy will be in place with clearly identified
financial, social and environmental objectives.

Is there a materiality study and sustainable
elements that are incorporated into the
organization’s strategy?

Components reflecting inclusion of material topics in
the strategy, according to good practices are:

PERFORMING MATERIALITY
ANALYSIS.

DESIGNING STRATEGY.

SUPERVISING STRATEGY.

Identifying relevant issues
for the organization and
stakeholders. (DJSI, GRI,
ISO, SASB, Accountability).

Defending ASG objectives,
goals and initiatives aligned
to the business objectives.
(DJSI, GRI, ISO, BSI).

Through the definition of key
performance indicators to
monitor and supervise strategy
performance. (DJSI, GRI, ISO,
CDP, Bloomberg, SSE).
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A
D

MATERIALITY AND SUSTAINABILITY STRATEGY.
D.1. Analysis and definition of materiality.

No.
D.1.1.

Compliance
Cumplimiento
1. The priorities of

1. The priorities

2. It applies surveys
to collaborators in
order to know their
opinion on interest
issues for the
organization and to
promote internal
improvement
programs.

2. It identifies FESG

the organization are
associated to
short-term profitability
of the organization.

D.1.2.

Tactical
Táctico

consider the impact of
the FESG issues on the
business profitability.
Profitability is still
focused on the short
term, although
medium-term objectives
are defined.

topics that are relevant
for internal stakeholders
(for example,
collaborators, directors)
and for some chain
value members (for
example, suppliers,
clients).

Estratégico
Strategic

Optimizado
Optimized

Integrado
Integrated

1. FESG priorities are

reviewed and approved
by the Board of
Directors; the latter
supervises its impact
on strategy. Priorities
are established on a
medium-term basis.

1. In addition to the
Board, shareholders and
investors get involved
and issue their opinion
on the FESG priorities,
as well as on their
performance. The
impact of the priorities is
focused on the medium
and long term.

1. The strategy supervised

2.After identification,
the organization
develops a deeper
understanding of
relevant topics for the
internal stakeholders
and the value chain,
through qualitative and
quantitative surveys.
Also, it expands the
topics to other
stakeholders that are
not necessarily a part of
the value chain (for
example, government,
communities).

2. The organization
adopts a plan to work
the priority topics with
each of the
stakeholders,
differentiating
expectations and
results. Relevant topics
for all stakeholders have
been identified and
prioritized, in
accordance with the
strategic goals of the
organization in the short,
medium and long term.

2. Priority or material topics

by the Board has as a basis
the priorities or material
issues identified by the
organization, with a potential
to affect business profitability
and sustainability in the long
term. The strategy also
considers priorities of the
international agenda (for
example, Sustainable
Development Objectives).

are a part of the general
organization’s strategy. The
dialogue to review and
update such topics is the
basis for the relation between
the organization and the
stakeholders. Materiality is
reviewed from time to time,
so that the strategy is
maintained in force to
respond to global challenges.

D.2. Definition of objectives, goals, initiatives and plans with sustainable focus.
Cumplimiento
Compliance

D.2.1.

1. The leadership is
held by the chairman
and/or director.

1.The leadership is held

1. The leadership is
exercised jointly by the
Board and the top
management.

1. The leadership is
shared from the Board
to all the collaborators.

1. The Board, top management

D.2.2.

2. It designs annual

2. It designs strategic

2. It defines a structure
that allows involving
collaborators of all
areas and/or business
units in strategic
planning. Priority FESG
issues are incorporated
into the strategy. This is
supervised by the
Board of Directors and
the top management.

2. Strategic Planning is
developed and reviewed
by matrix teams across
the entire organization.
It includes objectives
whose performance is
measured through value
chain management. The
Board, top management
and collaborators are
responsible for
compliance with the
strategy.

2. Strategic planning is

plans with short-term
goals. The plans are
focused on financial
topics, under the
responsibility of each
area.
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Táctico
Tactical

Integrated
Integrado

No.

by the top management.

planning with short and
medium-term goals.
Planning incorporates
some FESG issues. It is
the responsibility of a
limited team supervised
by a director.

Estratégico
Strategic

Optimizado
Optimized

and collaborators keep a
dialogue based on teamwork
culture.

developed systematically. It
incorporates all success
elements for the organization,
with information on
performance, achieved both
internally and externally (value
chain). The result of the
strategy is used to make
critical organizational
decisions and it is the base in
the continuous improvement
process.
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D.3. Strategy follow-up through performance metrics (KPI’s).
Cumplimiento
Compliance
D.3.1.

1. It establishes

economic, financial
and operational
indicators.
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Táctico
Tactical
1. The organization

establishes FESG
indicators and it
monitors those linked to
the operation. Metrics
are reported
periodically.

Strategic
Estratégico
1. The organization

monitors and evaluates
FESG performance,
both in the operation
and at a governance
level. Indicators are
aligned with the
strategic goals of the
organization.

Integrated
Integrado

Optimizado
Optimized
1. Indicators are shared
with value chain
members. The
organization extends the
monitoring scope of
indicators in order to
make strategic decisions
for the business, in its
relation with the value
chain or with other
stakeholders.

1. T. The performance shown
by the indicators and their
contribution to the
achievement of the strategic
goals is linked to the
performance evaluation
system and to the
compensations system of the
organization. Indicators are
reviewed in parallel to the
development of strategic
planning and are the base for
continuous improvement.
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Stage 5. Sustainability management
Sustainability management is based on quality principles established in ISO 9001:2015, focused on “improving
global performance of the organization and providing a solid base for sustainable development initiatives”
(ISO9001:2015). This groups strategy, objectives and indicators with the leaders or individuals responsible for the
initiatives, the management systems (quality, environment, risks…) and the mechanisms for improvement into a
single system (“suprasystem”), whose function is to support continuous improvement and contribute, with timely
information, to decision-making.
The organization Ecología y Desarrollo (ECODES) states that a sustainable management system allows:
1. Documenting and systematizing internal metering processes and control of [ESG] aspects of the organization.
2. Guaranteeing a single integrated management system in the organization, which avoids presence of other
parallel or subordinate systems, such as systems of environmental management, quality and social corporate
responsibility.
3. Developing an effective and efficient form of work and action.
4. Following up on the process of permanent sustainability focus.
(ECODES, 2016, pág. 12).
A path for integration of a single system is the management by processes, which implies planning and managing
the necessary activities to achieve a high performance level in the key processes of the organization and to identify
opportunities to improve [sustainability], operational performance and satisfaction [of stakeholders]. (Evans &
Lindsay, 2015).
Some benefits of the process focus are:
a. Understanding and coherence in compliance with laws, rules, regulations, policies, etc., impacting operation.
b. Consideration of processes in terms of value added.
c. The achievement of an efficient process performance.
d. The improvement of processes, based on the evaluation of data and information.
(ISO 90002015, 2015p. viii).
Process-focused sustainability management involves the relation of the organization with various stakeholders that
can belong to the value chain or to a group with specific interests on the organization. Integral management implies
identifying relevant material topics for the organization and the identification of priority stakeholders.
ISO 26000 proposes an integral system with seven fundamental subjects (or crosscutting topics) for any
organization:
Governance of the Organization

Fair Operational Practices

Human Rights

Consumer Affairs

Work Practices

Active Participation and Development of the Community

Environment

The Guide can be acquired at: http://bit.ly/1fdtBMS
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GRI (2016), in its Reporting Standards proposes 33 aspects that must be considered to be grouped into three large
sectors:
- Economy

- Environment

- Society

The Maturity Model proposes, by way of example but not as a limitation, the management of the relation with
various stakeholders and specific topics, so that organizations can make progress in a sustainable agenda.
• Clients Management
• Value Chain Management
• Human Capital Management
• Social Outreach Management
• Health and Safety Management
• Management of Safety of products/services
• Environment Management
• Understanding of Economic Environment

Management measurement: baseline
“What is not measured, is not managed. What is not managed, cannot be improved.” .” The construction of a
baseline of processes or topics that are a part of the system is fundamental to promote improvement.
At present, there are various methodologies proposing indicators to monitor performance of internal management.
GRI, SSE and the publication Corporate Knights-Global 100 propose some indicators as a support to organizations,
in order to contribute to their management and to promote transparency.
134 indicators to report are proposed in the new GRI Reporting Standards (2016).

GENERAL INFORMATION

BASIC SPECIFIC CONTENTS

INFORMATION ON…

NO. OF INDICATORS

•

Organization’s profile

13

•

Strategy

2

•

Ethics and integrity

2

•

Governance

22

•

Involvement with stakeholders

5

•

Reporting practice

12

•

Management focus

3

•

Economy

11

•

Environment

30

•

Social

34

Source: Table developed in-house with information of the Set of GRI Reporting Standards (2016).

SSE, as a part of its efforts to promote a minimum standard between Stock Exchanges, suggests 33 indicators
linked to management.
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(World Federation of Exchanges, 2015)

Corporate Knights-Global 100 is an index created by the publication of the same name to show the 100 most
sustainable companies worldwide. This proposes measurement indicators such as:

INDICATOR

MEASUREMENT

Intensity in energy use

Income / Energy used

Intensity in carbon consumption

Income / GEI emissions (scope 1 and scope 2)

Intensity in use of water resources

Income / Water used (extracted)

Intensity in generation of waste

Income / Generated non-recyclable or reusable waste

Innovation capacity

Expense in development and research / income

Percentage of taxes paid

Taxes paid / Calculated amount of taxes

Pay of Chief Executive Officer vs median

Total Remuneration of CEO/Salary median of total number of

pay of employees

employees

Safety performance

Fatalities and time lost due to accidents

Turnover ratio

Number of resignations / average of employees

Leadership in diversity

Number of women in the Board of Directors
Number of women in managerial positions
Existence of a female CEO
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Other organizations focused on evaluating performance of organizations, based on in-house measurement criteria
are as follows:
- Dow Jones Sustainability Index
- FTSE4Good
- Carbon Disclosure Project

Is there a sustainability management system? Is
there a baseline for each sustainability element,
an action plan, objectives and indicators?

The components allowing to integrate a sustainability
management system and to develop a measurement
system are as follows:

GUIDE PROCESS-FOCUSED
MANAGEMENT

STRENGTHEN CLIENTS
MANAGEMENT

STRENGTHEN VALUE CHAIN
MANAGEMENT

Identifying structures,
systems, activities and
relations necessary to
create an integral
sustainability system.

Working with
communication elements to
increase satisfaction.

Implementing comprehensive
evaluation, selection and
development systems.

STRENGTHEN HUMAN
CAPITAL MANAGEMENT

STRENGTHEN SOCIAL
OUTREACH MANAGEMENT

STRENGTHEN HEALTH
AND SAFETY MANAGEMENT
AT WORK

Observing and improving
activities linked to
compensation,
development of talent and
freedom of association.

Urging dialogue and
incorporating expectations
of authorities, communities
and civil society
organizations.

Implementing innovative
initiatives that promote low
accident rates and eliminate
fatalities.

STRENGTHEN
ENVIRONMENTAL
MANAGEMENT

UNDERSTANDING ECONOMIC
ENVIRONMENT

STRENGTHEN
PRODUCT SAFETY
MANAGEMENT

Monitoring their quality and
safety and
promoting improvement
and innovation.
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Developing initiatives linked
to climate change
mitigation and availability
of resources.

Contributing to local
economic development.
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A
E

SUSTAINABILITY MANAGEMENT
E.1. Adoption of an integral sustainability system.

No.
E.1.1.

Cumplimiento
Compliance

Integrado
Integrated

1. It has formal

1. It has formal
structures with specific
roles and responsibilities
regarding value chain
integration in the
organization
management. The
structures are
customized to the
organizational needs.

1. It has formal structures

1. It has formal

2. The activities or

2. The activities or

2. The activities or
processes are done
and reviewed, actions
derived from follow-up
and data analysis are
taken. There is a trend
to improvement.

2. The activities or
processes are done and
reviewed against
practices of sector
competitors nationwide,
and actions derived from
follow-up are taken.
Processes are effective
and efficient. Continuous
and consistent trend to
improvement.

2. The activities or processes

3. The relation with
the value chain is
transactional.

3. The relation with the

3. The relation with the
value chain is strategic
and focused on
strengthening of
capacities.

3. The relation with the
value chain is managed
integrally and it has
implicit improvement at
an organizational level.
Performance of value
chain is measured in the
compliance of strategic
objectives.

3. The relation with the value

processes are done
totally or partly but are
not documented in a
proper manner.

E.1.3.

Optimizado
Optimized

1. It has fragile or
unstable
organizational
structures.

E.1.2.

Estratégico
Strategic

Tactical
Táctico

structures with defined
roles and
responsibilities at a
functional level (area
and/or business unit).

processes are done
totally and there are
minimum data for
follow-up and review for
improvement.

value chain is inertial
and focused on quality
(improvement of the
organization).

structures with roles
and responsibilities
defined at a matrix level
(process management).

with global roles and
responsibilities regarding the
relation with the value chain
and other stakeholders. The
structures are customized to
the organization needs and
the global trends.

are done and reviewed
systematically, regarding best
sector practices at a national
and international level.
Measurement of satisfaction
of stakeholders. Continuous
standardized improvement.

chain is synergistic. The
strategic goals of the
organization are adopted and
adapted by the value chain.
The performance and impact
of processes is evaluated
systemically and periodically.

E.2. Clients: client communication and satisfaction.
No.
E.2.1.

Cumplimiento
Compliance
1. It has

communication
activities or processes
with clients to know
their opinion on
products and/or
services of the
organization.
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Táctico
Tactical

Estratégico
Strategic

1. It has communication

1. It has communication
activities or processes
with key stakeholders
of the organization to
know their opinion on
products and/or
services, processes
and results of the
organization’s
management.

activities or processes
with chain value
members to know their
opinion on products
and/or services and
processes of the
organization.

Integrated
Integrado

Optimizado
Optimized
1. It has communication

activities or processes with
stakeholders at a sectorial
level to know and respond
to their expectations and
interests on products
and/or services,
processes, results and
impacts on the local
market.

1. It has communication

activities or processes with
stakeholders at a sectorial level
and with international presence
to know and respond to their
expectations and interests on
products and/or services,
processes, results and impacts
on the local and international
market.
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No.
E.2.2.

Cumplimiento
Compliance
2. It promotes some

improvement actions
on products and/or
services derived from
the result of
consultation with
clients. Focus on the
operation.

Tactical
Táctico
2. It promotes

improvement actions
periodically on products
and/or services and
processes derived from
consultation with value
chain members. Focus
on client.

Strategic
Estratégico
2. It promotes

improvement actions in
an orderly, repeatable
and constant manner,
on products and/or
services, processes
and results of the
organization’s
management, derived
from consultation with
stakeholders. Focus on
the value chain.

Integrated
Integrado

Optimizado
Optimized
2. Improvement actions
are done systematically
on the products and/or
services, processes and
results of the
organization, in order to
decrease negative
impacts and leverage
positive impacts on the
local market, shared
with stakeholders at a
sectorial level. Focus on
stakeholders.

2. The continuous

improvement is done within
the strategy, the products
and/or services and
processes of the organization
and the value chain in a
standardized manner, in
order to decrease negative
impacts and leverage positive
impacts on the local and
international market, adapt to
international trends and
contribute to the international
sustainability agenda. Holistic
focus.

E.3. Value chain: evaluation, selection and development.
No.

Cumplimiento
Compliance

Táctico
Tactical

Estratégico
Strategic

Optimizado
Optimized

Integrated
Integrado

E.3.1.

1. It has activities or

processes for selection
of suppliers,
distributors and/or
subcontractors whose
criteria are based on
price, quality and
delivery time.

1. It has activities or
processes for selection
of suppliers, distributors
and/or subcontractors
that incorporate FESG
criteria, additional to
price, quality and
delivery time.

1. It has activities or
processes for selection
and evaluation of
suppliers, distributors
and/or subcontractors
that analyze price
performance, quality,
time and FESG issues.
Evaluations are carried
out by an internal team.

1. It has activities or
processes that
incorporate the result of
evaluations to suppliers,
distributors and/or
subcontractors within the
risk analysis of the
organization, in order to
support internal planning
and decision-making on
business continuity. The
organization is supported
on an independent
auditor to carry out
evaluations of the value
chain.

1. It has activities or

E.3.2.

2. It has activities or

2. It has activities or

2. It has activities or
processes for selection
and evaluation of
suppliers, distributors
and/or subcontractors
that analyze price
performance, quality,
time and FESG issues.
Evaluations are carried
out by an internal team.

2. It has activities or
processes that
incorporate the result of
evaluations to suppliers,
distributors and/or
subcontractors within the
risk analysis of the
organization, in order to
support internal planning
and decision-making on
business continuity. The
organization is supported
on an independent
auditor to carry out
evaluations of the value
chain.

2. It has activities or

processes for selection
of suppliers,
distributors and/or
subcontractors whose
criteria are based on
price, quality and
delivery time.
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processes for selection
of suppliers, distributors
and/or subcontractors
that incorporate FESG
criteria, additional to
price, quality and
delivery time.

processes that incorporate
within strategic planning of the
organization the results of
evaluations of the value chain.
It adopts strategic goals linked
to the strengthening of the
relation with the value chain.
The value chain is an integral
part of the organization’s
sustainability agenda. Cross
audits are carried out (internal
and external).

processes that incorporate
within strategic planning of the
organization the results of
evaluations of the value chain.
It adopts strategic goals linked
to the strengthening of the
relation with the value chain.
The value chain is an integral
part of the organization’s
sustainability agenda. Cross
audits are carried out (internal
and external).

SUSTAINABILITY GUIDE

E.4. Human Capital: compensation, development of talent and freedom of association.
No.
E.4.1.

Compliance
Cumplimiento
1. The Human

1. The human capital

2. It has activities or
processes that
guarantee trade-union
freedom, freedom of
association and
freedom of collective
bargaining.

2. It has activities or

Capital activities or
processes fulfill the
requirements
established by the
legislation in force.

E.4.2.

Tactical
Táctico

activities or processes
are linked to strategic
personnel management:
recruitment and
performance
management. Focus on
the objectives of the
area.

processes that facilitate
issuance of suggestions
to its representing
committees.

Estratégico
Strategic

Optimizado
Optimized

Integrado
Integrated

1. The human capital

1. The human capital
activities or processes
are a part of an
improvement process,
and are aimed at
supporting the strategic
objectives of the
organization. There is a
culture based on
measurement and
communication of
experiences.
Performance
evaluations are linked to
the achievement of
strategic objectives.
Focus on the objectives
of the organization’s key
processes.

1. The human capital

2. It has activities or
processes that allow for
representation at the
highest level of the
organization.

2. It has activities or
processes that promote
participation by the
organization within
associations to share
best work practices at a
sectorial level.

2. It has activities or

activities or processes
are based on a culture
of proper understanding
in connection with
competences and
capacities of
collaborators.
Employees are
evaluated periodically
to measure their
performance. Focus on
the objectives of the
organization.

activities or processes are
focused on the continuous
improvement of the
organization, the
strengthening of
organizational capacities and
to promote teamwork.
Performance evaluations are
linked to the achievement of
strategic objectives and are
used to determine the
allocation of bonds from
collaborators. Focus on the
objectives of the
organization’s key processes
linked to the organization’s
sustainability agenda.

processes that promote
active discussion on the
design of public policies that
favor labor rights at a local,
regional and/or international
level.

E.5. Social outreach: relation with authorities, communities and organizations.
No.
E.5.1.

Cumplimiento
Compliance
1. The activities or

processes of the
organization fulfill the
provisions of the law.
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Táctico
Tactical
1. It has activities or

processes that, in
addition to fulfilling the
legislation in force,
promote adoption of
preventive plans and
assume commitments
with the local
community.

Estratégico
Strategic
1. It has activities or
processes that
measure and evaluate
the impact of
compliance with the law
and with the preventive
plans adopted. It
follows up the
commitments assumed
with the local
community and it
promotes actions for
improvement.

Optimizado
Optimized

Integrated
Integrado

1. It has activities or

1. It has activities or

processes whose
objectives and scopes are
targeted to the
strengthening of the
relation with authorities,
communities and
organizations, in order to
leverage the positive
impact of the plans and
programs promoted at a
local and sectorial level,
and decrease or mitigate
negative impacts. It

processes whose objectives
and scopes are targeted to the
strengthening of the relation
and to share the best
practices with authorities,
communities, civil society
organizations and trade
associations belonging to the
sector, to leverage the positive
impact of promoted plans and
programs, at a regional and
international level
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No.

Cumplimiento
Compliance

Tactical
Táctico

Estratégico
Strategic

Optimized
Optimizado

Integrated
Integrado

assumes commitments
beyond the law that
generate value to the
business and the
community.

E.5.2.

2. The relation with the 2. Communication with
authority is
transactional.

the authority is constant
and an initial exchange
with the community
takes place.

2. Communication with
the authority is
proactive and a
dialogue starts with civil
society organizations to
leverage the benefits of
programs in the
community.

2. Dialogue with
authorities, communities
and organizations is
constant and two-way.
They work in
coordination to develop
programs, identifying
roles and responsibilities
in the contribution to
local development.

(replicability) and decrease
or mitigate negative impacts.
The organization subscribes
principles of precaution to
be observed at an
international level.

2. The organization

participates in dialogue tables
created for a specific purpose,
on behalf of authorities,
communities and civil society
organizations, in order to
make joint decisions on the
objectives and scopes of the
established programs, and to
analyze their alignment and
contribution to the global
sustainability agenda.

E.6. Economic Environment: tax strategy.
No.

Cumplimiento
Compliance

Táctico
Tactical

E.6.1.

1. It has activities or
processes to carry out
tax strategies
according to the law.

1. It has financial
planning activities or
processes for cash flow
management, purchase
program, expense and
investment budget, etc.
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Estratégico
Strategic
1. It has activities or
processes that, as a
part of financial
planning, take
advantage of tax
deductions, deferrals
and exemptions.

Integrated
Integrado

Optimizado
Optimized
1. It has activities or
processes that analyze
risks, as well as benefits
derived from the tax
strategy. The tax policy
adopted by the
organization is public.

1. It has activities or

processes allowing for the tax
policy and strategy to be
public and transparent. It
includes base information
such as, for example, the
effective tax rate paid by
country and/or region.

SUSTAINABILITY GUIDE

E.7. Health and Safety at work
No.
E.7.1.

E.7.2.

Compliance
Cumplimiento

Tactical
Táctico

1. It has activities or
processes in
compliance with the
tax legislation in
matters of health and
safety at work.

1. It has activities or

2. The organization

2. The organization

disseminates the
policies and objectives
on safety and health
internally.

processes in
compliance with the
requirements of law
and, also, promote
adoption of international
standards in matters of
work safety and health.
It performs internal
audits to ensure
compliance.

shares the policies and
objectives with value
chain members.

Strategic
Estratégico

Optimized
Optimizado

Integrated
Integrado

1. It has activities or

1. It has activities or
processes ensuring that
the top management
supervises improvement
of the policy and
monitors compliance
with the health and
safety programs. The
top management uses
indexes for
decision-making. Cross
audits are carried out
systematically. The
organization participates
in the exchange of these
practices at a sectorial
level.

1. It has activities or

2. The organization
measures and
evaluates health and
safety practices among
the value chain
members.

2. The organization
evaluates compliance
with health and safety
practices of the value
chain, against the
defined strategic
objectives. It aligns
improvement initiatives
of the organization and
the value chain.

2. The organization promotes

processes that
measure and evaluate
impact of work health
and safety programs. It
creates indexes to
monitor progress in
health and safety
measures. Audits are
external.

processes that promote
adoption of strategic
objectives, related to health
and safety at work, by the
Board and the top
management. The work
health and safety policies and
programs are continuously
improved. The organization
participates in the exchange
of best practices at an
international level.

improvement in a
standardized manner
between the organization and
the value chain. The policy
and objectives in health and
safety matters are the same
(according to their relevant
scale), in order to contribute
to the strategic goals of the
organization. Health and
safety are a part of work
culture in the organization
and the value chain.

E.8. Safety in products and services.
No.
E.8.1.

Cumplimiento
Compliance
1. The processes,

products and/or
services of the
organization meet the
legal requirements in
design, production
(preparation, labeling,
packaging, etc.),
marketing
(advertising), etc.
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Táctico
Tactical
1. The processes,
products and/or
services have basic
metrics to verify
compliance with the
legislation and to
monitor their
performance.
Generated data are
used in the review for
improvement and
design of plans.

Estratégico
Strategic

Optimizado
Optimized

Integrated
Integrado

1. The processes,
products and/or
services consider
metrics related to their
impact on safety of
consumers/users.
Generated data are
used in the review of
processes, products
and/or services, based
on operation
performance. There is a
trend to improvement.

1. The processes,
products and/or services
consider metrics related
to their impact on safety
of consumers/users,
environment and
community. They
integrate improvement
into the (re-)design of
process, products and/or
services, based on best
sector practices. There is
a continuous and
consistent trend to
improvement.

1. The processes, products

and/or services consider
metrics related to their impact
on safety of consumers/users,
environment and community.
They integrate improvement
into the (re-)design of process,
products and/or services,
based on best sector
practices. There is a
continuous and consistent
trend to improvement.
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E.9. Environment: GEI, waste, water, energy, biodiversity in the company and value chain.
No.

Cumplimiento
Compliance

E.9.1.

1. It has activities or

1. It has activities or

2. The organization
disseminates internally
the environmental
policies and objectives.

2. The organization

processes in
compliance with the
legislation in force in
environmental
matters.

E.9.2.

Táctico
Tactical
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processes in
compliance with the
requirements of law
and, also, promote
adoption of good
practices (for example,
eco-efficiencies) in
environmental matters.
It performs internal
audits to ensure
compliance.

shares the policies and
objectives with value
chain members.

Strategic
Estratégico

Optimized
Optimizado

Integrated
Integrado

1. It has activities or

1. It has activities or
processes ensuring that
top management
supervises improvement
of the policy and
monitors compliance of
environmental initiatives
and programs. The top
management uses
performance evaluations
in environmental matters
for decision-making.
Cross audits are carried
out systematically. The
organization participates
in the exchange of these
practices at a sectorial
level.

1. It has activities or

2. The organization
measures and
evaluates
environmental practices
among value chain
members. It provides
advice and training on
system improvement.

2. The organization
evaluates compliance
with environmental
policies of the value
chain, against the
defined strategic goals.
It aligns improvement
initiatives of the
organization and the
value chain.

2. The organization promotes

processes that
measure and evaluate
the impact of
environmental
programs. It creates a
baseline to monitor
progress of
environmental
initiatives and
programs. Audits are
external.

processes that promote
adoption of strategic
objectives, related to the
environmental agenda, by the
Board and the top
management. The
environmental policies and
programs are continuously
improved. The organization
participates in the exchange
of best practices at an
international level and it
contributes to compliance
with principles of global
precaution or initiatives (for
example, Sustainable
Development Objectives).

improvement in a
standardized manner
between the organization and
the value chain. The policy
and objectives in
environmental matters are
the same (according to their
relevant scale), in order to
contribute to the strategic
objectives of the organization.
Environmental practices are a
part of the organizational
culture and the value chain.
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Stage 6. Communication and reporting
The Sustainable Development Objective (ODS) number 12: Guaranteeing modes of sustainable consumption and
production, includes as one of its goals (12.6) “Encouraging companies, particularly large companies and
multinational companies, to adopt sustainable practices and incorporate information on sustainability in their report
presentation cycle.” (ODS).
It is estimated that there are currently 400 reporting instruments in 64 countries (GRI G4, 2013, pág. 3). In Mexico
there is only a few reporting instruments related to ESG topics. In matters of Ethics and Governance, the
questionnaire to evaluate degree of compliance with the Code of Best Corporate Practices of CCE is the means
through which issuers report on these practices, in compliance with BMV’s requirements.
In matters of environmental management, certain companies, depending on the sector, are required to submit the
waste and emission generation report, through the Annual Operational Certificate (COA) and the National Emission
Regulations (RENE) by the environmental authority; as well as the preparation of Environmental Impact Statements
in the event of hydraulic works and activities, gas pipelines, oil, electricity, forestry exploitation, infrastructure in
general, to mention a few. Recently, in the wake of the Energy Reform, the Social Impact Evaluation (EVIS) was
added to the regulation in force, being mandatory for companies doing business in the energy sector
(hydrocarbons and electricity).
For example, in Europe, the “Directive on disclosure of non-financial and diversity information for large companies”
(which will come into effect among the member States of the European Union in 2017) requests, among other
requirements, to publish aspects related to:
Policies, risks and results associated to environmental and social impacts;
Strategies against climate change;
Topics related to human capital management;
Implemented initiatives concerning respect for human rights;
Actions in the fight against corruption and bribery;
Inclusion and diversity matters;
Protection of human rights in the value chain.
(GRI G4, 2013, pág. 11).

¡!

In case of voluntary reporting, in accordance
the GRI database, which also provides one of
the most frequently used tools at an
international level for communication of ESG
topics, from 2001 to 2015 Mexico has
published only 86 reports of 19
organizations, three times less than Brazil,
which in the same period has recorded 265
reports of 60 organizations. (1)
(1)

The database was reviewed on November 28, 2016. The

information link is available at: http://bit.ly/1CaypiH
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Communication and reporting mechanisms
At an international level, there are various platforms used
by organizations to report their results and activities in
matters of sustainability. The IIRC Integrated Reporting
Framework and the sectorial guidelines suggested by
SASB, in compliance with SEC provisions, use
methodologies oriented to the investing public. Regardless
of the methodology used, communication must be
strategic and aligned to the central objectives of the
organization. It must help to strengthen management with
the stakeholders and take care of quality (verification) of
published information.

IIRC
Understanding that “stock market capitalization is largely determined by elements with an intangible value”... (PWC,
2014, p. 3), IIRC proposes a reporting framework aimed at meeting the expectations of shareholders and investors,
so that companies “…benefit from a more integrated decision-making, as well as from reports contributing more
value to the markets.” (Ibid).
IIRC promotes integrated thought within organizations that “takes into account connectivity and interdependence
between the range of factors in an organization impacting its ability to create value in the course of time, including:
- The capitals that the organization uses or on which it has an impact, critical interdependences, including
concessions;
- Responsiveness to legitimate needs and interests of key stakeholders of the organization;
- How the organization adapts its business strategy and model to be able to respond to its external environment and
the risks and opportunities it faces;
- The activities of the organization, its performance (financial and otherwise) and its results in terms of its past,
present and future capitals”.
(IIRC, 2013, p. 2).
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CAPITAL

DESCRIPTION

FINANCIAL
CAPITAL

•Set of funds available for production of goods or provision of services.
•Obtained from financing as debt, capital or grants, and/or generated through operations or
investments.

INDUSTRIAL

•Manufactured physical objectives (unlike natural physical objectives) available for
production of goods or provision of services, including: buildings, equipment, infrastructure
(highways, ports, bridges, treatment plants).
•
It can be created by other organizations, but it includes assets manufactured by the
organization.

CAPITAL

INTELLECTUAL
CAPITAL

• Intangibles based on the knowledge of the organization, including: intellectual property,
such as patents, copyright, software, rights and licenses.
• Organizational Capital as tacit knowledge, systems, procedures and protocols.

HUMAN
CAPITAL

• Competences, abilities and experience of people, their motivations to innovate, including
their alignment with the governance framework, risk management focus and ethical values
of an organization.
• Capacity to understand, develop and implement the strategy.
• Loyalty and motivation for improvement of processes, products and services, including its
ability to direct, manage and collaborate.

SOCIAL AND
RELATIONAL
CAPITAL

NATURAL
CAPITAL

• The institutions and relations within and among communities, stakeholders and other
networks; and the capacity to share information to improve individual and collective
well-being.
• It includes shared rules, common values and conducts; relations with key stakeholders;
intangibles associated to the trademark and the reputation that an organization has
developed.
• All renewable and non-renewable environmental resources and processes that provide the
goods and services underpinning past, present or future prosperity of an organization.
• It includes: air, water, land, minerals and forests; biodiversity and health of ecosystem.

(IIRFC, 2013, págs. 12-13).
Even though IIRC does not offer specific indicators for measurement of strategy and initiatives, it proposes a
systemic model for integration of financial and non-financial information. The guide bases can be viewed at:
http://bit.ly/2gzzQRQ
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SASB
Its mission is to develop and disseminate sustainable
standards strengthening accountability between publicly
traded companies in the United States [toward the U.S.
Securities and Exchange Commission] and disclosing material
and useful information for decision-making purposes among
investors.
“SASB rules are organized by sectors and industries within
each sector and the related companies participate in their
development. As a result of and considering recipients,
material aspects are established, focused on which is relevant
for the company’s sustainability. Therefore, it includes those
topics related with risks and opportunities of the industry and
sector, which allow representing the financial and operational
position of the company.” (Vives, 2013)

(SASB, 2016)

Currently, the organization has standards for 11 sectors. The information can be viewed at: http://bit.ly/1hOdclj
In accordance with SASB’s Materiality Map®, the companies can generate information and communicate it
distinguishing the level of importance of information, depending on the sector to which it belongs.

GRI
Unlike the two methodologies described above, GRI proposes indicators and a methodology for identification of
material topics. Furthermore, it proposes methodical elements for information to be reported in five steps:

PREPARATION

CONTACTS

It consists of promoting internal
discussion, particularly at a
managerial level, to identify most
evident –positive and negative-economic, environmental and
social consequences of the
organization’s activity.

It
consists
of
requesting
comments to stakeholders on
topics that should be included in
the report.

DEFINITION
The information provided by the
stakeholders in the preceding
phase will confirm if positive and
negative aspects identified by the
managerial team in phase 1 are
the important ones. This will
define the contents of the report.

SUPERVISION

REPORT

It entails data gathering to
prepare
the
report.
The
“principles for report preparation”
included in edition G4 support
organizations to verify their
supervision processes and obtain
quality information.

It involves data incorporation,
report preparation and write-up,
as well as decision-making on the
best manner to communicate
results.

(GRI, 2012, pág. 18)
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GRI, in the Guide for Preparation of Sustainability Reports: Basic Principles and Contents, proposes some principles
that must prevail in the information to be reported, so that the latter is a quality one:

BALANCE

“…it reflects both positive and negative aspects of the organization’s
performance in order to provide a well-founded evaluation on overall
performance.”

COMPARABILITY

“…select, gather and disclose information systematically… stakeholders
[must be able to] analyze the evolution of performance of the organization
and that the latter can be analyzed as compared with that of other
organizations”.

ACCURACY

“Information must be sufficiently accurate and detailed for stakeholders to
be able to analyze the organization’s performance”.

TIMELINESS

To present the information in a specific period, year after year.

CLARITY

Information must be presented in a simple manner, easy to be understood
by the stakeholders.

RELIABILITY

“The organization must gather, record, compile, analyze and disclose
information and the ensuing processes … so that these can be submitted to
evaluation and that information quality and materiality can be established”.

(GRI G4, 2013, págs. 17-18).
GRI has subscribed an alliance with ISO26000 to enable organizations to identify the results of sustainability
initiatives. The document titled “GRI G4 Guidelines and ISO 26000:2010: How to use the GRI G4 Guidelines and ISO
26000 in conjunction” is available at: http://bit.ly/1eM4fqP
The relevant procedure has also been done with World Pact,
institution that has proposed a management model to facilitate
preparation of Communications on Progress (COP), in line
with the GRI standard. The document is titled “Making the
Connection: Using the GRI G4 Guidelines to Communicate
Progress on the UN Global Compact Principles” and it is
available at: http://bit.ly/2h2Bcp9
Source: United Nations Global Compact, “Annual Review 2010”, p. 17
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Who wants to know what?
Among the identified topics that can be relevant for stakeholders, understanding that their needs can be changed
according to local priorities and international trends, the following information list is proposed with topics that may
be followed up by issuers. This list is illustrative and it does not attempt to cover all the stakeholders nor the type
of information they are expecting. If a topic is aligned to a particular group, it does not imply that it cannot be
considered by others.

STAKEHOLDER
INVESTORS

GENERAL TOPICS
Strategies against climate change and cost associated to generated emissions.
Economic cost associated to environmental impacts derived from day-to-day operation.
Environmental and social management system (health and safety at work) for risk
management.
Identification of environmental and social liabilities during asset acquisition.
Investment in clean energies.
Compliance with Principles for Responsible Investment and/or Principles of Ecuador.
Environmental and social impacts generated in the value chain and risk evaluation.
Corporate governance practices (i.e. separation of duties between Chairman of the Board
and the CEO; adoption of codes of conduct; risk management; performance-related
bonuses, etc.).

GOVERNMENT

Compliance with environmental and social regulations.
Payment of taxes.
Commercial priorities.
Investment intentions.
Local economic spillover.

EMPLOYEES

Development and training opportunities.
Remuneration.
Compensations and benefits.
Diversity.
Trade union freedom.

CLIENTS

Quality of products and services.
Innovation in products and services.
Respect for environment and human rights.
Personal data protection.
Responses to complaints and comments.
Initiatives to support marginal communities and groups.

Source: In-house preparation.

45

SUSTAINABILITY GUIDE

Is there a communication and reporting strategy
with the different stakeholders of the
organization?

The components allowing to guide the communication
and reporting strategy according to good practices
consider:

DESIGN AND IMPLEMENT
COMMUNICATION STRATEGY

Defining topics whose results will be
published and involving stakeholders in
socialization and feedback of such results.
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A
F

COMMUNICATION AND REPORTING STRATEGY TO STAKEHOLDERS
F.1. Design and implementation of communication strategy: preparation, consultation,
socialization and continuous improvement

No.
F.1.1.

F.1.2.

Cumplimiento
Compliance

Táctico
Tactical

1. It has activities or
processes to
communicate financial
results to
shareholders/investors
.

1. It has activities or

2. The financial
information is available
for shareholders,
through the web site
and shareholders’
meetings.

2. The financial and

processes to
communicate financial
and non-financial results
to
shareholders/investors
and other stakeholders.
The reported
non-financial data follow
methodological
guidelines available for
such purpose.

non-financial
information is available
for stakeholders in
general

Estratégico
Strategic

Optimizado
Optimized

Integrado
Integrated

1. It has activities or

1. It has activities or
processes to guarantee
follow-up of
improvement initiatives
and programs at the
level of the Board and
the top management.
Non-financial data are
reported taking as a
basis the performance
of other companies
belonging to the sector
(benchmark sectorial).
The reported number of
indicators is related to
the material topics
reported by the
organization. The
non-financial information
is audited by an external
party, in some business
processes.

1. It has activities or

2. Financial and
non-financial
information is subject to
consultation and
feedback by
stakeholders.

2. Financial and
non-financial information
is discussed at ad hoc
meetings, forums or
platforms, with key
stakeholders of the
organization, in order to
improve report quality.

2. Financial and non-financial

processes to implement
the improvement, on
the basis of the
analysis of financial and
non-financial
information.
Non-financial data are
reported under a
baseline that allows
comparing progress in
operation performance.
The reported number of
indicators responds to
those suggested by
international standards.
Non-financial
information is audited
internally.

processes to define the
economic and financial
impact of FESG initiatives
and their connection with the
business strategic objectives.
Financial and non-financial
information is used for
decision-making of the Board
and top management.
Material indicators are
considered within the
strategic objectives.
Therefore, the reported
indicators are related with the
strategy of the organization.
The non-financial, material
information is audited 100%
by an external auditor.

information is presented on
the basis of systematic and
transparent dialogue with
stakeholders, in order to
define material topics and
based on sector trends, at a
regional and global level.

Integrated
Integrado
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3 CONCLUSIONS
This Guide is a BMV’s effort to share with its issuers, shareholders, investors and other stakeholders, the best
sustainability practices recognized at a national and international level, in order to contribute to the strengthening
of such practices in its role as a change agent. The orientation and adoption of such practices, as suggested
throughout this Guide, is to strengthen production capacity of companies, integrating the social, environmental,
economic and governance perspective into their day-to-day activity.
This Guide also seeks to guide investors and shareholders toward a comprehensive vision in decision-making, so
that the invested capital generates tangible and intangible benefits, both in the company where they invest and in
the society that directly or indirectly receives such investment. Thus, BMV seeks to strengthen such practices in
favor of economic, social and environmental development, as well as for the sake of accountability and
transparency.
We trust that this Guide will be the beginning of a path toward consolidation of sustainability practices in the
companies, issuers and non-issuers operating in Mexico.

4 ABBREVIATions
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ESG

Environmental, Social and Governance

BMV

Mexican Stock Exchange

BSI

Balanced Scorecard Institute

CCE

Business Coordinating Council

CDP

Carbon Disclosure Project

COP

Communication on Progress

COSO

Committee of Sponsoring Organizations of the Treadway Commission

DJSI

Dow Jones Sustainability Index

ECODES

Ecology and Development

GRI

Global Reporting Initiative

OECD

Organization for Economic Cooperation and Development

PM

United Nations Global Compact

PRIs

Principles of Responsible Investment

RSC

Corporate Social Responsibility

SASB

Sustainability Accounting Standards Board

SSE

Sustainable Stock Exchange

IIRC

International Integrated Reporting Council

IR

Responsible Investment

ISO

International Organization for Standardization.
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