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Introduction
In a constrained global economy and amid calls to increase corporate 
diversity, the new era of innovation will demand companies to prioritise 
environmental sustainability, reorganise around social impact, and adopt 
tighter corporate governance.1 ESG, an acronym that stands for 
Environmental, Social, and Governance, is a framework for companies to 
measure the sustainability of their business models; that is, how their 
products and services contribute to sustainable development.

Environmental, social, and governance (ESG) criteria are standards that 
have become an essential component of the business strategy for firms 
worldwide. Investors are aware of this and have expected the companies 
they invest in to implement ESG policies and communicate them 
proactively. This might seem like a secondary concern for startups whose 
primary concern is the three-pronged fork of product & market validation, 
rapid scale, and profitability. Recent events, however, have shown that ESG 
practices could be the grease that keeps the lean machine of building and 
scaling a startup running effectively.

This guide aims to elucidate the importance of ESG initiatives for startups. It 
also examines the benefits of incorporating ESG practices and how they can 
be integrated into a startup.



The Importance of ESG 
Initiatives

Startups that include ESG elements in their medium to long-term strategic planning and tell 
investors about it provide a fuller, more attractive picture of their future value.2  The ability of a 
startup to manage ESG issues demonstrates the leadership and strong governance that are 
important for medium to long-term success. As a result, investors are progressively 
incorporating these concerns into their investment strategy.3 In today's marketplaces, intelligent 
founders, inventors, and investors increasingly consider ESG issues as critical drivers of success 
as failing to be ESG-aware can jeopardise your organisation and quickly erode investors' funds.4 
Startups that do not adopt ESG initiatives risk success, if not survival. The sooner a startup 
implements an ESG strategy, sets an ESG policy, and incorporates sustainability and 
fairness/inclusivity into its DNA, the better off it will be in the medium to long term because policy 
acceptance becomes increasingly difficult as the startup grows.5  

It is critical to recognise that having an ESG policy nowadays is more of a growth opportunity 
than a constraint, and poor ESG practices can result in significant declines in customer growth, 
increased legal fees, and, in the worst-case scenario, the temporary or permanent loss of a legal 
license to operate. Therefore, companies with the highest ESG scores (or those that fast improve 
their ESG credentials) will be better able to produce better results. Conversely, firms with the 
weakest ESG ratings (or those with the slowest progress on improving their ESG ratings) will be 
more likely to underperform due to their inferior ESG management.6 

ESG strategies can help create enormous business value across the enterprise, attract more 
customers, and allow better access to resources. Thus, when incorporating an ESG into a 
company's strategy, a startup should focus on these four pillars: the social aspect, the 
environmental impact of your business, financial sustainability, and corporate governance.

Finally, incorporating ESG values into a Startup's business model, especially at this nascent stage, 
drives wealth creation. One, startups are better poised to create wealth and ensure business 
sustainability because ESG issues are treated as factors that may substantially impact their 
business. Also, all startups need money to grow; building an ESG strategy is important because 
investors see it as a good business move and a good indicator for future success.7 Thus, a 
startup's ESG strategies can enable early investors to make quick investment decisions, 
especially in deciding if your startup is a good business opportunity and whether your founding 
team has the necessary skills and drive. In other words, for investors and fund managers, the 
higher a startup's ethical standards, the higher its ESG ratings, and the more likely it is to qualify 
to receive funding from investors. Thus, ESG is important for businesses to remain in investors' 
good books; otherwise, they miss out on financing opportunities.

2  ‘Why Strong ESG Practices Can Offer Companies a Competitive Advantage’ (John Hancock Investment Management) <https://www.jhinvestments.com/
     viewpoints/esg/strong-esg-practices-offer-advantages> accessed 26 May 2021.
3   Betsy Atkins, ‘Strong ESG Practices Can Benefit Companies and Investors: Here’s How’ <https://www.nasdaq.com/articles/strong-esg-practices-can-benefit-
      companies-and-investors-2019-03-13> accessed 26 May 2021.
4  ‘The Role of ESG in Start-Ups | Morrison & Foerster’ <https://www.mofo.com/resources/insights/200529-esg-role-start-ups.html> accessed 27 May 2021.
5  Eugénie Colonna d’Istria, ‘6 Tips to Improve ESG Impact for Tech Startups’ (Medium, 20 November 2020) <https://blog.serenacapital.com/6-tips-to-improve-
    esg-impact-for-tech-startups-d51b2b306a5b> accessed 27 May 2021.
6  ‘Aon's Guide to ESG Investing, The Benefits of ESG Investing' <https://www.aon.com/getmedia/d74e7aa1-8180-4b0d-abaa-3a0689bd7e8f/Aon-Benefits-of-
     ESG-Integration-March-2020.aspx> accessed 26 May 2021.
7  Gavet M, ‘I’m the Techstars CEO: Here’s Why Focusing on ESG Drives Wealth’ (Fast Company, 12 August 2021) <https://www.fastcompany.com/90663950/im-
     the-techstars-ceo-heres-why-esg-is-a-priority-for-every-investment-we-make> accessed 13 August 2021



8    Startup Info Team, ‘5 Reasons Why ESG Investing Is a Must for Every Start-Up’ <https://startup.info/why-esg-investing-is-a-must-for-every-start-up/> 
     accessed 27 May 2021.
9   Maryville University, ‘The Importance of Environmental Awareness When Running a Business’ < https://online.maryville.edu/blog/importance-of-environmental-
     awareness-when-running-a-business/> accessed 24 August 2021. 

The three Key Pillars of ESG

Environmental Factors

Environmental Best Practices Startups Can Adopt

The environmental aspect of an ESG strategy looks into how a startup can operate its 
business without impacting the environment negatively. This positions the company as one 
that is environmentally aware and concerned with more than profit-making. A startup's ESG 
strategy should address its business impact on environmental elements like water, air, land, 
the ecosystem, human health, climate change, renewable energy, and pollution.8 However, 
the environmental practice a business may decide to tackle is determined by its business 
area. For example, a manufacturing corporation is likely to invest in trash disposal and 
recycling. 

The awareness of how business practices affect the environment engenders sustainability 
and longevity because it contributes to the health of the structure within which it functions.9 

Thus, because environmental initiatives tie into sustainability, startups need to minimise their 
business's effect on the environment. Doing this can potentially reduce business costs and 
improve the business's reputation and brand identity.

Energy Efficiency: Investing in energy-efficient technology and turning off computers and 
devices when not used are excellent strategies to save electricity. To save energy in work-
place areas, use energy-efficient lights, time switches, or daylight sensors if natural illumina-
tion is unavailable.

Water conservation: Investing in water-saving devices like automated or sensor taps and 
efficient flush toilets can assist and minimise water consumption. Also, leaks or dripping taps 
should be repaired promptly to save water.



Questions to consider

a.    Does your startup track its electricity and water usage, as well as data server usage?

b.     Is your product, service, technology, or field of endeavour helpful in promoting or attaining             
        any of the Sustainable Development Goals set out by the United Nations?

c.      If you make physical products, is your packaging recyclable?

Waste & recycling: Approximately 80-90 per cent of solid waste in the everyday workplace is 
recyclable.10 Provide waste bins to separate recyclable materials and encourage recycling. 
Furthermore, startups who make physical products could ensure that their packaging is 
recyclable. 

Electronic Waste: Consider whether work gadgets can be fixed before purchasing new ones to 
reduce electronic waste.

Cloud Sustainability: Moving operations to the cloud allows firms to manage data more 
efficiently while also lowering server and carbon emissions.



Social factors encapsulate a company's interactions with its employees, suppliers, consumers, 
and society at large. It is an acknowledgement that a company does not exist outside of the 
society and ecosystem around it. These social factors include cybersecurity policies and 
relations, gender and diversity, product liability (including cybersecurity), contentious sourcing, 
political involvement, lobbying, privacy and data protection, discrimination, bullying and abuse, 
philanthropy, social relevance, and social impact reporting, among other things. Data protection 
and cybersecurity are social problems that affect practically all start-ups. Businesses that fail to 
develop and implement suitable processes for protecting their consumers' data will face an 
increased risk of consumer backlash, regulatory penalties, and loss of enterprise value, as proven 
by high-profile instances in recent years.11

Furthermore, startups, particularly technology startups, have also had to deal with cyberbullying, 
discrimination, and abuse, with large platforms like Twitter and Facebook being put under the 
microscope by regulators demanding stricter regulation of such offensive behaviours by users of 
these platforms. It is clear now that creating policies around these issues is integral to startups of 
this nature.

Also, the social aspect of a startup's ESG strategy should look outside the business and into the 
communities in which it operates and how it can give back to the community. For example, 
startups can do this by investing in the community or participating in local projects, alleviating 
poverty, combating unemployment, and sponsoring community development activities. 
Startups can also contribute to the community by enabling civic engagement between the 
government and communities. For example, BudgIT was set up in Nigeria in 2011 to simplify the 
Nigerian budget and allow the public a voice in government decisions that directly affect them. 
Similarly, CitizenLab was introduced in 2015 as a civic engagement platform facilitating two-way 
communication between the city and its citizens.

Importantly, startups need to align their vision with the community early on because it builds a 
partnership that helps the community better understand its values as it grows, making them 
more inclined to engage with the company.12

11    ‘The Role of ESG in StartUps | Morrison & Foerster’ <https://www.mofo.com/resources/insights/200529-esg-role-start-ups.html> accessed 27 May 2021.
12  ‘CSR for startups’ < https://www.slideshare.net/AsmaaAlkayyaliMBE/csr-for-startups> accessed 24 August 2021.

Social Factors

Social Best Practices Startups Can Adopt

Privacy and data protection: Data protection standards, as well as new data protection 
regulations, are anticipated to be established internationally, and startups must be prepared to 
comply. Early on, preparing for these rules can help startups stand out from the crowd and 
demonstrate that they care about their employees' and customers' data security and privacy.



13   ‘The S in ESG and Why It’s Important | Govenda by BoardBookit Board Portal Software’ (Govenda by BoardBookit, 26 September 2019) 
     <https://www.govenda.com/blog/the-s-in-esg-and-why-its-important/> accessed 31 August 2021
14   ‘As Women Speak out on Sexual Harassment, Investors Take Note’ (Marketplace, 10 November 2017) 
     <https://www.marketplace.org/2017/11/10/women-speak-out-sexual-harassment-investors-take-note/> accessed 31 August 2021
15   500 Startups, 'Getting Started with ESG: A Guide for Early-Stage Start-ups’ <https://static1.squarespace.com/static/5f9c4e66c8dbce4a17de089b/t/
     600f7c159411b043404b57fa/1611627548385/500+ESG+for+Startups+Primer.pdf> accessed 27 May 2021.

Gender equality and diversity: A solid ESG strategy should look at the impact of social issues 
like gender equality and diversity in the workplace on the company's identity. For instance, the 
#MeToo movement has made allegations of workplace sexual abuse and harassment, a 
factor that can significantly impact corporate culture, consumer preferences, and public 
perception because a company's social reputation and its investors are starting to matter to 
consumers.13 Likewise, investors are also beginning to see workplace sexual abuse or 
harassment as part of corporate culture risks, and they are avoiding investing in companies 
that have any controversy surrounding sexual harassment.14  

Thus, because investors and public and consumer attention are drawn to this issue, an ESG 
strategy that shows a zero-tolerance policy for sexual harassment can curb sexual 
harassment in the workplace. In addition, companies can protect their social reputation by 
responding timely and unequivocally to sexual misconduct, as any delayed and indecisive 
response can be construed as condoning the misconduct. Also, the board's oversight role 
should ensure that the right policies (i.e., internal reporting policies) and procedures are in 
place to prevent sexually inappropriate behaviour in the workplace.

These measures can increase employee morale, productivity, and retention by creating a 
diverse work environment that is excellent for business. Startups that understand the law and 
build internal best practices that go above and beyond those standards can create a terrific 
working environment. Make the necessary preparations to launch a diversity and inclusion 
project by :

Data collection: Gather existing information about the team's demographics.

Identify where you can improve: Analyse the data and look for patterns to understand 
where your efforts should be concentrated.

Set objectives: Define short and long-term objectives. 

Make a strategy: Introduce policies that help you achieve your objectives. Specific dates 
and metrics for measuring responsibility should be included in the plan.

Obtain assistance: Ascertain that the team and key stakeholders are on board with the 
initiative and understand its goals.

Change should be communicated: Ascertain that everyone is informed about the 
program.

Measure and evaluate: Regularly assess your development and compare it to your 
objectives. Make adjustments as needed.



Questions to consider

Is there a process in place to protect sensitive data (such as customer and employee 
information) at your startup?

Does your startup utilise an IT security management system?

Is there a non-discrimination policy in your startup?

Is there a human resources policy in place, as well as a handbook for employees?

Do you have diversity and inclusion goals in place that are appropriate for your 
start-ups' stage of development, staff size, client base, and core business?

Do you provide quarterly investor updates that detail your company's progress on 
diversity and inclusion?

Do you provide volunteer opportunities for your staff to engage with underrepresented 
populations, particularly those that reflect your client base?

Is your startup involved in diversity and inclusion training to learn what works and what 
doesn't?



Practical Case

Bento's Toxic Workplace Culture
In March 2022, the tech publication platform, Techcabal, released a news feature16 
detailing a series of toxic workplace cultures perpetrated by one of the 
co-founders. The exposition showed workplace abuse, maltreatment and bullying, 
firing methods without appropriate notice and due process, body shaming of 
female employees, wrongfully accusing staff of theft, refusal to pay salary and 
severance packages, and threats of tarnishing employee professional careers, 
among other things.

Responding to the piece on Twitter,17  the co-founder tried to defend his actions 
while dismissing the publication as a "hit piece." However, reacting to the news, the 
company's board of directors, via an email circular, announced his removal as the 
chief executive officer stating that he will no longer handle matters related to 
employees.18 The circular also mentioned the launch of an investigation into the 
current workplace culture at Bento and the intention to review the human 
resources and people practices and guidelines at the company.

Confirming this decision on Thursday, March 24, 2022, the co-founder, via Medium, 
issued a public apology to employees of his company, promising to do better.19

Takeaways
The social factor in ESG signifies that businesses exist within a society and its 
ecosystem, including their employees, vendors, supplies, and consumers. This 
practical case shows tangible evidence that the failure to implement clear 
policies and procedures to protect consumer data, address bullying and abuse 
and hiring and firing will increase the risk of consumer backlash and loss of 
enterprise value. 

16  ‘Tyranny in the Workplace: The Chaotic Culture of Bento Africa’ (TechCabal, 21 March 2022) 
    <https://techcabal.com/2022/03/21/tyranny-in-the-workplace-the-chaotic-culture-of-bento-africa/> accessed 11 April 2022.
17  ‘Https://Twitter.Com/Ebunokubanjo/Status/1505712087053520901’ (Twitter) 
    <https://twitter.com/ebunokubanjo/status/1505712087053520901> accessed 11 April 2022.
18  ‘Okubanjo to Step Back from People Decisions at Bento Africa’ (TechCabal, 24 March 2022) 
    <https://techcabal.com/2022/03/24/bento-africas-board-asks-ebun-okubanjo-to-step-back-from-people-management/> 
     accessed 11 April 2022.
19  Okubanjo ebun, ‘From Ebun. With Love’ (Medium, 23 March 2022) 
    <https://medium.com/@ebunokubanjo/from-ebun-with-love-ae971e785b3a> accessed 11 April 2022



Internal business practices, rules, and procedures that organisations use to govern themselves 
are examined by governance factors. Thus, the Governance factor encompasses how the board 
makes decisions, how effective they are, how businesses adhere to the law, and how external 
stakeholders' requirements are addressed.

An important aspect of a startup's governance strategy is to invest in a strong board that can 
align investors on the social mission and values of the company. With this, investors better 
understand a company's mission, strategy, and management quality, which is more likely to 
affect corporate performance and correlate with equity returns. The benefits of the strong board 
will also come in handy as the company grows and the decision-making stakes become higher.16

However, establishing a governance mechanism for startups starts with setting a system of trust 
and confidence that the founders will do their share of building the company.17 Furthermore, a 
good governance strategy is important to reduce risks, minimise the cost of capital, and make a 
company more sustainable for the long term. Therefore, start-ups must implement 
ESG-conscious practices and invest as much as possible in them to be successful, as the 
advantages of such a mindset are far too significant to be overlooked.

Ensuring compliance with legal provisions.

Investing in an appropriate board of directors.

A set of guidelines for board supervision: The board should review the proper makeup, 
structure, and processes to monitor any ESG goals and ensure long-term value produc-
tion.

Develop mechanisms to combat bribery and corruption.

Develop a code of ethics for board members and workers.

Defining the prerequisites for business partners' integrity (such as suppliers and contract 
workers).

The role of the board and the role of individual board members should be clearly defined 
and understood from the outset. 

Board meetings should be held at fixed intervals.

The scope of work and payment schemes for founders and employees should be clearly 
defined.

Agreement on business processes (e.g., recruitment and business development) should 
be decided timely.

Develop whistleblower policy and processes for avoiding and dealing with retribution.

Develop corporate governance reporting frameworks and templates

Governance Factors

Governance Best Practices Startups Can Adopt



Questions to consider

a.     How much time should each founder commit to the project?

b.     Will founders be active elsewhere, or is their relationship with the company exclusive?

c.     What are the respective responsibilities in the company?

d.     What issues require joint decisions?

e.     What and how will shareholding be determined?

f.      Is there an audit committee structure?

g.     What is your startup's board composition?

h.     Does your startup have a code of ethics?

i.      Is there a whistleblower policy in place?

j.       What competencies do you require on your board?



BENEFITS OF INCORPORATING ESG PRACTICES 
IN YOUR STARTUP

1. Competitive Advantage: Startups that understand the need to adjust to changing 
socioeconomic and environmental conditions are better positioned to spot strategic 
opportunities and meet competitive challenges. ESG policies that are proactive and 
integrated might help a company gain a competitive advantage over its competitors.

2. Minimise Regulatory/Legal Interventions: An effective ESG practice can improve 
transparency within and outside an organisation and reduce potential regulatory and legal 
liability.

3. Attracts Potential Investors: Prioritising ESG practices positions a startup to attract 
potential investors. Investors concerned about ESG factors are long-term thinkers who care 
more about what happens in the next decade than in the next quarter; they recognise that 
change takes time. Investors who include ESG in their mandate frequently work with a firm to 
strengthen it, as they are more focused on developing long-term value over time than 
flipping the stock for a quick profit.

4. Talent Acquisition and Employer Branding: Companies that promote strong ESG values 
are more likely to attract and retain top talent because employees recognise a sense of 
purpose that they can work with. Millennials are concerned that the organisations they work 
for (and the businesses they support) share their values. They place high importance on 
environmental and social responsibility. Identifying new responsible and eco-designed 
product lines will boost your revenue by attracting new talent and customers.20  If your 
startup's vision matches your employees' vision, you will have more committed staff and 
more productivity.
Also, founders that work to improve labour conditions, diversify their teams, give back to their 
communities, and advocate for environmentally sustainable policies help to promote the 
firm's brand and reputation. 

20   Eugénie Colonna d’Istria, ‘6 Tips to Improve ESG Impact for Tech Startups’ (Medium, 20 November 2020)  
     <https://blog.serenacapital.com/6-tips-to-improve-esg-impact-for-tech-startups-d51b2b306a5b> accessed 27 May 2021.

5. Risk Mitigation: High ESG rated firms can reduce the risk of severe occurrences like fraud, 
litigation, and environmental or corporate governance issues by combining rigorous risk 
controls, strong compliance standards, and embedded planning to cope with immediate, 
medium, and long-term ESG risks.21 If a firm's activities result in social backlash, civil lawsuit, or 
fines from government agencies, or if a firm is unprepared for the effects of climate change 
or changes in laws and consumer preferences, neglecting to foresee and manage ESG 
aspects in the planning and execution of the startup, it can dramatically and adversely 
impact the bottom line.



13   ‘The S in ESG and Why It’s Important | Govenda by BoardBookit Board Portal Software’ (Govenda by BoardBookit, 26 September 2019) 
     <https://www.govenda.com/blog/the-s-in-esg-and-why-its-important/> accessed 31 August 2021
14   ‘As Women Speak out on Sexual Harassment, Investors Take Note’ (Marketplace, 10 November 2017) 
     <https://www.marketplace.org/2017/11/10/women-speak-out-sexual-harassment-investors-take-note/> accessed 31 August 2021
15   500 Startups, 'Getting Started with ESG: A Guide for Early-Stage Start-ups’ <https://static1.squarespace.com/static/5f9c4e66c8dbce4a17de089b/t/
     600f7c159411b043404b57fa/1611627548385/500+ESG+for+Startups+Primer.pdf> accessed 27 May 2021.

6. Customer Loyalty: Customers are becoming more concerned about corporate principles. 
They are loyal to brands that share their values and disregard those deemed destructive to 
society or the environment. As a result, an ESG-focused startup can achieve profitable growth 
by establishing sustainable business practices and maintaining a loyal customer base. As 
more millennials become employees, shoppers, and investors, they notice and reward 
excellent corporate actors with loyalty.

7. Societal Development and Startup's Overall Well-being: Another advantage of 
implementing ESG initiatives is its contribution to society's stability and growth. It also 
influences the startup's success and general well-being since it draws a larger pool of 
qualified workers, enhances the target market's purchasing power, and expands the 
availability and affordability of input resources.

For instance, the company's board can help manage risks like regulatory risks, a subject 
now seen as a governance issue falling within the board's oversight responsibility. 
Regulatory risks arise from a change in laws and regulations that can increase the costs 
of operating a business or materially change a company's business model. Although the 
board has a role in managing regulatory risks, it has been suggested that the board 
should not be involved directly.22 Or in the actual day-to-day management of these risks; 
rather, its role should be limited to oversight. However, through its oversight role, the board 
can manage regulatory risks by:

Satisfying that regulatory risk management policies and procedures are in place and 
incorporated into the company's strategy and business operations.

Ensuring that the implementation of regulatory risk management policies and procedures 
function as intended.

Building awareness and confidence around the regulatory risk policies and procedures 
and the organisation's ability to manage regulatory change.

Creating awareness of regulator expectations and business processes and challenges.

8. Crisis management: A crisis management and response plan is another important item 
that should be factored into a company's ESG strategy. A corporation may face a crisis from 
any quarter and at any time, and it is crucial for the company to proactively strategise and 
develop a crisis response and management plan to help the company react swiftly and 
appropriately to any crisis. As a result, a crisis management and response plan can 
potentially improve a company's ESG ranking.23  The strategy for creating a crisis 
management  and response plan should include:



Preparing an effective crisis response and management plan for potential crises and the 
strategies for addressing them. 

Identifying the crisis management team and the procedure for escalating issues.

Identifying a spokesperson that will effectively communicate on behalf of the company 
during a crisis. 

Regular testing and update of the crisis management and response plan

Adhering to the plan when a crisis arises.

ThriveAgric
ThriveAgric is an Abuja-based agritech startup. In 2020, the startup faced a financial crisis 
due to the covid-19 pandemic. The pandemic compromised the company's ability to make 
money by preventing farmers from accessing the farms and the company from accessing 
the markets to sell goods.24  In addition, the pandemic was a novel crisis, and the 
management team did not have a response plan to ensure effective communication to 
subscribers demanding their return on investment. 25

To help the company manage the crisis, ThriveAgric made leadership changes, appointing 
Adia Sowho as its interim Chief Executive Officer (CEO) to guide the company through a 
turnaround exercise. According to the CEO, a plan was created to address the systemic issues 
that led to the problem.26  In tackling this issue, ThriveAgric began communicating the reasons 
behind their inability to process payouts to our subscribers, the timelines for these 
repayments and the measures to steer the business to full recovery.27 Also, frequently asked 
questions (FAQs) were put together about the current farm subscriptions, communication 
lines were left open for subscribers, and subscribers were invited via their emails to register for 
zoom calls to address these concerns.28

Practical Cases

23   Gray L and others, ‘Improving the Social Element of a Company’s ESG Scores by Addressing Workforce Issues’ (ACC Docket, 8 December 2020) 
     <https://www.accdocket.com/improving-social-element-companys-esg-scores-addressing-workforce-issues> accessed 30 August 2021
24  ‘Thrive Agric explains that COVID-19 affected subscription returns but subscribers are not buying this….’ <https://innovation-village.com/thrive-agric-
     explains-that-covid-19-affected-subscription-returns-but-subscribers-are-not-buying-this/> accessed 30 November 2021
25  ‘How Adia Sowho Helped Steer Thrive Agric through the Pandemic Crisis’ (TechCrunch) <https://social.techcrunch.com/2021/08/12/how-adia-sowho-
      helped-steer-thrive-agric-through-the-pandemic-crisis/> accessed 30 August 2021
26  Ibid
27  ‘Thrive Agric Founders Issue Statement to Customers Over Delay in Payouts’ (Thrive Agric Founders Issue Statement to Customers Over Delay in Payouts) <https:
     //www.proshareng.com/news/Agriculture/Thrive-Agric-Founders-Issue-Statement-to-Customers-Over-Delay-in-Payouts/53665> accessed 30 August 2021
28  Ibid



Cowrywise
In September 2020, a leading fintech company, Cowrywise, was called out by a Twitter user 
over unresolved complaints of theft of millions of Naira from her account and the company 
paying lip service to recover her monies.29 The company initially responded by shifting the 
blame to the Twitter user, insinuating that she must have carelessly given away her login 
details. Members of the public badly received this response. 

However, this absence of effectively communicating and resolving the crisis was later 
rectified by an official statement from the company where they empathised with the Twitter 
user and refunded her funds.30

Takeaways
These cases show the importance of a crisis management and response plan in a startup's 
ESG strategy. In both cases, a crisis response plan would have ensured that the organisation's 
response is not reactionary but rather better prepared. Therefore, it is important for startups 
to have a response plan pre-crisis, crisis, and post-crisis and should endeavour to train team 
members on how to communicate better in a crisis.



31     Betsy Atkins, ‘Strong ESG Practices Can Benefit Companies and Investors: Here’s How’ <https://www.nasdaq.com/articles/strong-esg-practices-can-
         benefit-companies-and-investors-2019-03-13> accessed 26 May 2021.
32    ‘The Role of ESG in Startups | Morrison & Foerster’ <https://www.mofo.com/resources/insights/200529-esg-role-start-ups.html> accessed 27 May 2021.

Integrating ESG into Startups

Choosing which ESG policies to implement, which areas to focus on, and genuinely conveying 
their results to stakeholders can be challenging for founders. To develop your startup's ESG 
program31:

1.  Determine the ESG criteria that apply to your sector and business - Startups should not 
aim to be everything to everyone when building an ESG policy framework. Map your 
company's ecosystem of stakeholders and analyse their incentives, values, and perspectives. 
Choose three to five measurable ESG criteria important to your business and stakeholders 
and align with your corporate strategy.

2.  Tell your story, stay true to it and avoid greenwashing - Companies that engage in 
greenwashing provide a public relations story of high environmental and human rights 
standards, but they don't follow through. Investors use various measures to identify if a 
company is greenwashing or genuinely adopting ESG policies into its operations. Companies 
desirous of implementing ESG policies are willing to communicate ESG goals and progress to 
all stakeholders in annual reports, internal business communications, and annual 
sustainability reports on their websites.

3.  Create a strategy for ESG measurement and reporting - Once the ESG aspects vital to 
one's startup have been determined, the next step is to figure out how the startup will monitor 
them and report their performance to investors. Tracking a company's ESG indicators not only 
gives investors a clear picture of the company's environmental and social effect, but it may 
also help existing investors and ease the due diligence process for new investors.32 

Furthermore, the ESG report should contain comprehensive data on all ESG projects and 
overall performance and issues faced, if any. It should also address sector-specific topics and 
industry best practices. Lastly, it should be stakeholder-specific and reflect stakeholders' 
views on the ESG topics.

4.   Incorporate ESG considerations into governance and investment documents - Many 
companies committed to ESG include social and environmental goals in their various 
governance agreements. For example, compensation plans can be designed so that ESG 
variables influence salaries, incentives, and promotions. This necessitates the identification of 
evident and easy-to-measure parameters. Shareholder agreements and subscription 
agreements can also incorporate mission-oriented shareholder rights and carefully 
designed provisions. Startups should consider appointing one or more members to their 
boards of directors committed to a social or environmental goal.



Conclusion

5.    Make your position known - Collect and distribute ESG data to important stakeholders, 
including investors, employees, regulators, consumers, and the media, regularly. In addition, 
share your ESG accomplishments and milestones on social media and your recruitment 
page. You might also consider bringing in third-party auditors to verify your ESG data and 
collection procedures, as well as looking into external certification. 33

As a founder, prioritise realistic corporate governance, environmental sustainability, and 
socially conscious executive leadership above flashy growth-at-all-costs models 
fuelled by inflated private valuations.

In developing an ESG strategy, consider the market analysis: the investor's attitude 
towards companies with implemented ESG principles. Then, conduct a staff or internal 
survey regarding your ESG strategy, define the company's mission and values, and 
identify the key principles for ESG development.

ESG issues are becoming increasingly crucial for long-term competitive success, and 
investors are increasingly incorporating ESG data into their investment process. With this, 
incorporating ESG into your startup is no longer an element that is merely 'great to have' as it 
is now seen as a necessity for your startup's long term success. Embedding ESG into business 
operations could potentially increase its overall value proposition. However, to establish a 
sustainable business, startups need more than a strong understanding of the importance of 
ESG. They need a founding team with the requisite skills and drive, a deep knowledge of 
business fundamentals, a network of industry experts to provide answers and business 
guidance that most startups will ultimately need. Overall, it is the responsibility of the founders 
to guarantee that ESG is taken seriously.
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