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Reporting on Non-Financial Performance 
Discussion paper 

 
This paper was prepared for the U.N. Special Representative to the Secretary-General on 
business and human rights, Professor John Ruggie.  It does not necessarily reflect the 
views of the Special Representative, but has been written to invite input.  Most helpful 
would be responses to the questions posed in the last section and additional best practices 
or initiatives not already mentioned, but any sort of feedback would be welcome.  This 
paper and others will inform the Special Representative's ongoing work, and may also 
serve as a resource for business and human rights practitioners and observers. 

Please send comments to humanrightsandbusiness@ohchr.org by 10 October 2006. 

Additional papers and materials related to the U.N. Special Representative can be found 
at the Business and Human Rights Resource Centre:  www.business-humanrights.org. 
 
The Issue 
 

1. Public reporting is essential for improving the impact of business activity on 
human rights.  Reporting is a vehicle for greater transparency, accountability, and 
building trust between companies and their stakeholders. Just as financial 
disclosure underpins the proper functioning of capital markets, so too can 
disclosure of social and environmental performance support a high-performing 
society. 

2. In recent years, there has been an explosion in “extra-financial” reporting on 
sustainability in response to greater interest on the part of a wide range of 
stakeholders.  Thousands of companies, including half of the Global Fortune 500, 
have produced an environmental, social, or sustainability report, often prepared 
and verified by a third party.1 

3. While any earnest attempt at providing more information should be welcomed, 
some of these reports are more helpful than others.  The lack of a universal 
format makes it difficult to assess relative performance, and can result in 
overwhelming amounts of data – or at worst in public relations fluff 
masquerading as data. 

4. The primary activity of reporting is measuring performance against a set of 
principles or objectives using indicators.  The challenges in defining indicators 
are that they should a) be broadly applicable across sectors for comparability, yet 
specific enough to be meaningful; b) provide a helpful level of detail, without 
being too onerous or minute; and c) measure impact, performance, and outputs, 
rather than activity and inputs. 

5. Good reports include a mix of quantitative and qualitative assessment, third party 
perspectives, and challenges and dilemmas as well as successes.  SustainAbility 
evaluates reports in four categories:  descriptions of business activity, 
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sustainability issues, and commitments; management processes to carry out the 
company’s commitments; descriptions of performance; and accessibility and 
assurance.  The Global Report Initiative’s reporting principles are transparency, 
inclusiveness, auditability, completeness, relevance, sustainability context, 
accuracy, neutrality, comparability, clarity, and timeliness.2 

6. SustainAbility has identified a few current trends in reporting:  standardisation 
and consolidation of language, concepts, and formats; greater integration of non-
financial and financial reporting; and governments establishing legal requirements 
for disclosure of non-financial information.3  The point of integration is critical, 
as reporting should endeavour to explain the impact of business’s core activity 
rather than the smaller effects of discretionary social investment. 

Current activity, initiatives, tools, and good practice 

7. The most commonly used set of global indicators is that of the multi-stakeholder 
Global Reporting Initiative (GRI), with 846 organizations applying them as of 
May 2006.  GRI’s latest “Draft G3 Guidelines” (scheduled for release in October 
2006) attempt to convert a number of indicators on policies and procedures to 
indicators measuring results or outcomes.4 

8. A global set of indicators can be enhanced with country-specific reports and 
sector-specific supplements.  As an example of the latter, the International 
Council on Mining & Metals has developed a Mining and Metals Sector 
Supplement with GRI and indicators for socioeconomic impacts in its Resource 
Endowment Toolkit.5 

9. Third party assurance augments the credibility of a report.  But without intimate 
local and industry knowledge, auditors may be limited as to how much assurance 
they can provide.  Companies are experimenting with various levels and forms of 
assurance, e.g. “verification” vs. “limited” or “reasonable” assurance; providing 
assurance for the statements in the report (BP), the impacts on local communities 
(which is hard for any single auditor to do at a global scale), or the processes by 
which the report was compiled (ExxonMobil); using an auditing firm or a multi-
stakeholder panel (Shell).  Auditors can apply the AccountAbility AA1000 
Framework for consistency; but as with the reports themselves, additional time 
and experimentation is needed before a clear best practice emerges.6 

10. Another challenge in reporting is materiality: prioritizing the issues deemed 
significant enough to be covered and explaining how stakeholder engagement 
informed that process.  AA1000 is currently working on a guidance note on this 
topic.7 

11. ISO, the international standards organization best known for their standards on 
business-to-business dealings (ISO 9000) and environmental management (ISO 
14000), has established a working group to develop guidelines for social 
responsibility, ISO 26000.  This is not meant to be a certification scheme or 
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management system like their other standards, but rather optional guidance on 
social responsibility (not just corporate social responsibility), and will likely be 
developed at a “fairly high level”.  The target date for publication is October 
2008.8 

Issues for further discussion 

12. Pension funds, socially responsible investment funds, and some mainstream 
financial analysts are seeking more and better information on non-financial 
performance.  They generally undertake that research themselves, developing 
their own methods and metrics.  The recently-launched Principles for Responsible 
Investment, an outgrowth of the Global Compact’s “Who Cares Wins” initiative, 
is one example of a cooperative effort by the financial community to advance the 
field of non-financial reporting.  If the reporting industry were to achieve a higher 
level of consistency and credibility, could corporate self-reporting meet analysts’ 
needs?9 

13. Similarly, could reports that are prepared or verified by an entity that has a 
financial relationship with the subject company meet civil society needs, or is it 
impossible for such reports to be wholly credible?  Could determining some 
common standards for gathering and reporting community perceptions enhance 
credibility? 

14. Perhaps the greatest pitfall of employing quantitative indicators is that companies 
too often measure easily quantifiable rather than the qualitative dimensions of 
their activities.  Moreover, it is difficult to link changes in living conditions 
directly to business activity because of the many other variables at play, ranging 
from governance to national economic performance and natural disasters.  The 
Collaborative for Development Action’s (CDA) Issue Paper, “Defining and 
Measuring Successful Relations with Communities: Developing Indicators of 
Impact”, asserts that indicators should point to trends and not be managed as the 
ultimate goals.  For example, an indicator of “no negative press” could lead to 
attempts to influence journalists rather than to operate in such a way that no bad 
stories are warranted.  CDA suggests that companies determine indicators in 
collaboration with affected communities to better articulate success and 
understand expectations and perceptions.  How can indicators be locally 
meaningful and yet globally comparable?10 

15. Similarly, many companies now report on the extent of their stakeholder 
engagement, such as the number of consultations they sponsor, but rarely share 
how they incorporate or respond to the feedback they receive.  How can 
companies better report on this activity? 

16. The stock exchanges of France, Denmark, Holland, and South Africa require 
reporting on non-financial dimensions, although with varying degrees of 
enforcement.  The Global Compact counts Bovespa, the Jakarta Stock Exchange, 
the Istanbul Stock Exchange, and Euronext among its members, and is exploring 



Draft for discussion 7 August 2006 
Does not necessarily reflect the position of the SRSG 

 

collaborative activities with other exchanges.  The UK recently abandoned plans 
to require its largest listed companies to produce Operating and Financial 
Reviews for shareholders that would have included environmental and social 
issues.  Some urge that such requirements are necessary to engage laggard 
companies and raise the lowest common denominator, while others believe that 
reporting is more likely to achieve excellence if it is competitive rather than 
defensive.  What other countries should consider requiring non-financial 
reporting, and how can such regulation induce quality reporting while not having 
the adverse effect of discouraging companies from listing? 

17. Why don’t more companies report voluntarily?  Apart from legal requirements 
for listing as mentioned above, what other incentives or requirements would be 
effective? 

18. SustainAbility’s Reporting on Human Rights 2005 found that “there is relatively 
little reporting on human rights” specifically.  The SRSG’s survey of the Fortune 
Global 500 firms similarly found that by a ratio of more than 2:1 companies 
report on human rights as part of an overall corporate code or set of principles 
rather than through of a free-standing human rights policy.  Must companies 
report within a specific human rights framework, or can the critical issues be 
adequately addressed within other frameworks of non-financial standards and 
performance (e.g. health, safety and environment, labour, sustainability, etc.)?11 
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