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Navigating the ethical issues of impact reporting

One of the key challenges is determining how to fairly attribute credit for positive outcomes

o

-

"
-

A

CHRIS FIDLER

IN THE realm of sustainable invest-
ing, the spotlight is increasingly
shining on the real-world impact of
investments. Communicating this
impact is no easy feat, however.

How can investors ethically
claim credit for positive outcomes
when they are just one piece of the
puzzle?

Driven by a desire to effect posi-
tive change, investors are grap-
pling with the challenge of accu-
rately representing their contribu-
tions to real-world outcomes. Im-
pact reports have become a
primary means of communicating
these efforts, but they bring their
own set of complexities.

One of the key challenges is de-
termining how to fairly attribute
credit for positive outcomes. Con-
sider a scenario where an investor
funds a project to install solar pan-
els on a building. Who deserves

Ultimately, the goal
is not to discourage
impact reporting but
to improve its quality
and transparency. By
adhering to ethical
principles and
providing clear and
accurate
information,
investors can foster
trust and credibility
in their sustainability
efforts.

credit for the resulting green-
house-gas reduction? The building
owner, the solar panel manufactur-
er, the contractor, or the investor?

Taking Credit, a study published
in the Journal of Business Ethics by
Graham and Cooper, proposes that
aclaimof creditis ethical whenitis
justified and defensible, that is,
when “the credit matches the con-
tribution to the work activity and is
worthy of approbation by civil so-
ciety”.

AN

LR
Sl
S \'; s

o T
v«‘:"“‘_“\ o
- T
o — -

A b
'nﬂ‘:: ot P ]

" o Pt S e i
L -
ey S e - vF
" — —
« - -
- - g~ —— -
— -
- e -
—
.
e - —
- — -
—
I g

LY

Impact reports are a primary means of communicating real-world impact, but they have their own set of

complexities. PHOTO: PIXABAY

These criteria can be extremely
useful in evaluating claims of cred-
it in impact reports, which often
present quantitative measures of
impact, such as carbon savings and

job retention, without providing
clarity on the investor’s role.

This ambiguity can lead to un-
justified claims of credit and mis-
representations of the investor’s

true contribution.

Here is some practical advice for
those creating impact reports.
B Be specific about your contribu-
tion: Clearly articulate the inves-

tor's role in achieving positive out-
comes.

B Avoid exaggeration: Present im-
pact metrics accurately and avoid
overstating the investor’s influence.
B Acknowledge other contrib-
utors: Recognise the contributions
of all parties involved in generating
impact.

W Provide context and balance: Of-
fer a comprehensive view of the in-
vestment's impact, including any
negative outcomes.

B Do not take credit if you are not
willing to take blame: Take respon-
sibility for both the positive and
negative consequences of invest-
ments.

Ultimately, the goal is not to dis-
courage impact reporting but to
improve its quality and transpar-
ency. By adhering to ethical princi-
ples and providing clear and accu-
rate information, investors can fos-
ter trust and credibility in their sus-
tainability efforts.

As the demand for sustainable
investing continues to grow, navi-
gating ethical challenges in impact
reporting will be essential for
building a more transparent and
responsible financial system.

The writer is a head in codes and
standards, CFA Institute



