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ESG Data Management: Asset Owners 

 

Abstract 

This report discusses the data challenges and desired data management best practices related to 
environmental, social, and governance (ESG) data for asset owners. It includes recommendations on 
near-term actions asset owners can take to improve ESG data practices as individual organizations and 
as a group. 

 

Feedback 

The ESG Workgroup of EDM Council welcomes your feedback. Please use the following link to provide 
your feedback and suggestions. Thank you! 

https://app.smartsheet.com/b/form/7914d48574bc4164a7d7e5c57062a01e  

 

Terms of Use 

This report and related materials are the sole property of EDM Council, Inc. All rights, titles and interests 
therein are vested in the EDM Council. This report and related materials may be used freely by the 
Recipient for their own internal purposes. It can be distributed beyond the Recipient’s organization with 
appropriate attribution to the EDM Council. If you are interested in using this report for commercial 
purposes, express written permission is required by the EDM Council.  
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Key Ideas 

• Active engagement. Readers are encouraged to engage actively with the 
recommendations below. The intention is that the ideas in the text are considered with 
“next steps” and day-to-day implications in mind. Asset owners’ staff members across 
functions and asset classes all have a role to play in bringing a better data future to life. 

• A data professional’s perspective. Several industry environmental, social, and 
governance (ESG) initiatives are already underway, and the intention is not to compete 
with them here. The EDM Council’s perspective is that of the data professional. The 
authors and editors of this paper have applied established data management principles, 
along with hands-on experience, to suggest how asset owners can improve their 
interactions with sustainability-related data. 

• Stepping up. Asset owners have long time horizons. A failure to make their sustainability 
requirements count at the investment firms with which they do business will cost them 
over those horizons. The investments required to upgrade asset owner data practices 
will be more effective a) if the cultural support for sustainability is set at the top and b) 
asset owners collaborate effectively to conserve resources and change the trajectory of 
the investment industry they underpin.  
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Introduction 
Institutional asset owners—such as corporate and public-sector pension plans, sovereign wealth funds, 
insurance companies, and university endowments—have stewardship over trillions of dollars of capital 
globally. They also have very long, or “cross-generational,” time horizons. A public-sector pension fund 
must plan now for liabilities that stretch to 2100, and university endowments have planning horizons 
that are essentially infinite. The threat of unchecked climate change to economic output in the second 
half of this century is also a threat to the portfolio returns asset owners can expect. To many observers, 
unchecked injustice—environmental, racial, economic, and myriad other types—may pose a similar 
threat. Issues that were once thought to be “externalities” have rapidly become the concern of investors 
with fiduciary obligations to maximize returns while limiting undue risk exposure for all beneficiaries 
that depend on them.  

While asset owners often act in a dual role both as capital allocators and asset managers, we primarily 
focus on their role as allocators in this paper. Asset owners often allocate capital to investment firms 
across public and private markets, which invest on their behalf. The investment management industry is 
competitive, and performance is measured not in decades, but in three-to-five-year cycles or even 
shorter timeframes. Investment firms are judged almost exclusively on their investment performance 
and measured primarily on their investment returns. Up until the Covid-19 pandemic, this performance 
has rarely included ESG considerations. Catastrophic climate change in the year 2080 is of functionally 
no concern to most asset managers today, although some have started to offer products and strategies 
that seek certain temperature rise targets. MSCI and S&P, for example, both offer indexes that claim to 
be “Paris-aligned,” in that the members of those indexes themselves are working toward a world of the 
1.5 degrees Celsius of warming targeted by the Paris Agreement. This paradigm will be driven by new 
sustainability disclosure regulations and investor demand. 

The delta between the investment horizons of asset owners and investment managers creates a 
potential misalignment of incentives. This is catalyzed by the investment managers’ imperative to 
manage company-specific risks with their various funds. At the same time, asset owners must also 
integrate longer-term systemic risk in their allocation criteria and policy portfolio. With this long, “cross-
generational,” time horizon, it is the fiduciary responsibility of asset owners to care about climate 
change and other sustainability issues. However, in practice, asset owners lack the tools to compare the 
full financial, environmental, and social impacts across their investment managers and portfolio 
companies. Asset owners have historically relied solely on measures of financial performance—primarily 
due to the need for consistent and verifiable information to inform their portfolio construction and risk 
management decisions. The financial materiality of sustainability risks and opportunities and their 
impact on enterprise value can no longer be excluded from the asset owners’ investment decision 
process. The challenge faced by asset owners and investment managers alike has been the lack of 
convergence on global sustainability disclosure standards.  

While sustainability disclosure would benefit from the same level of transparency and accountability to 
foster global competitiveness, it is necessarily more complex than financial reporting due to the inherent 
challenge of recognizing the various users and objectives of sustainability disclosure. One of the key 
challenges in integrating sustainability reporting into the asset owners’ investment process is that most 
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sustainability reporting by companies is aimed not only at investors and creditors, but also at other 
users whose focus may vary from the primary objective of improving economic decisions.  

Institutional investors and asset owners are converging on the importance of financial materiality in 
sustainability reporting, both to meet their fiduciary duties and to ensure the prospects for long-term 
value creation. Institutional investors and asset owners alike look for evidence that their portfolio 
companies are focused on material sustainability issues that matter to financial performance. 

Aligning the investment managers’ interests with the asset owners’ cross-generational fiduciary duty 
hinges on good data. For data professionals, both internal and external of asset owners, addressing the 
evolving requirements for ESG data begins with a detailed understanding of requirements. Below, we 
explore 1) the issues, 2) the target state, and 3) recommendations to achieve outcomes. This has been 
divided into three sections covering 15 issues as shown below in Diagram 1. Each of these issues are 
explored in more detail over the balance of the paper, with the contents of each box serving as the 
heading for each mini-chapter.  

Diagram 1 - Key Issues and ESG Data Supply Chain 

 

In sum, for the foreseeable future, asset owners will vary in their approach to integrating ESG 
considerations in their allocation decisions, with differences arising from the level of program maturity, 
team size and sophistication, and the governance of the asset owner. Few stakeholders are as well 
positioned as asset owners to drive long-term change in the adoption of sustainable practices. Good 
data are critical, but good cultural norms established around sustainability by asset owner leadership 
teams must be in place for data practices to evolve at the required speed. The choices asset owners 
make to engage in these formidable challenges and opportunities could not matter more. 
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Report Methodology 
This report is the result of a multi-industry collaboration of data professionals, ESG professionals, and 
business leaders who volunteered to become part of the ESG Working Group of the EDM Council to 
examine the ESG data challenges for asset owners. Throughout this report “ESG” and “sustainability” are 
used as interchangeable terms. The ESG Working Group, and its Asset Owners Sub-Group participants, 
consist, in roughly equal parts, of EDMC members and non-members. In other words, the EDM Council 
elected to open the effort to all potential contributors without the normal requirement of membership 
in order to garner the most substantive collaborative input and output.  

The purpose of this report is twofold: 1) to explain the insights that arise from tackling ESG data 
challenges and 2) to outline ESG data management best practices guidance for asset owners. In order to 
accomplish this, the analysis was done from the perspective of a data professional. The goal is to 
provide the industry with useful information and recommended guidance on how to build data 
management capabilities equal to the growing requirements of users and preparers of sustainability 
reporting and disclosures and the needs of capital allocators for enhanced investment screening, 
selection, and portfolio management. These requirements influence other constituents in the ESG 
ecosystem such as data aggregators, rating organizations, investment firms, corporate reporting entities, 
and regulators.  

The Asset Owners Sub-Group began its journey by developing a data supply chain model that identifies 
15 key data issues for this specific constituent group (see Diagram 1– Key Issues and ESG Data Supply 
Chain). Key considerations were developed for each of the key issues and provide more detail and 
context about the corresponding challenges. Next, the Sub-Group developed an ideal target state for 
each key issue. Finally, advice is offered to guide report preparers, providers of data, data professionals, 
and business/investment professionals and leaders through the many challenges they face in supporting 
their organization on the journey to the target state. 

A word about context: This report is one of several published (or soon to be published) by EDM Council. 
This paper is the output of the Asset Owner Sub-Group, but readers should be aware that other Sub-
Groups have worked on reports for corporate reporting entities, data aggregators, and investment 
product creators, and readers are encouraged to read that work also. The ESG Data Supply Chain chart, 
at the end of this paper, outlines how the Sub-Groups fit together. 
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A Note to Readers 
It is helpful to distinguish between three principal types of ESG data organizations. Here, we borrow 
from a framework developed by the Value Reporting Foundation, which was formed from the merger of 
the International Integrated Reporting Council (IIRC) and the Sustainability Accounting Standards Board 
(SASB).  

The first kind are organizations that issue sustainability disclosure guidance. These often have “SB” in 
their names, which stands for “standards board.” They tend to be non-governmental organizations that 
do not seek to earn a profit, are relatively slow-moving, and are as transparent as possible, with public 
comment periods on the standards they develop. Examples include the Carbon Disclosure Standards 
Board (CDSB), the Sustainability Accounting Standards Board (SASB), the Task Force on Climate-related 
Disclosures (TCFD), and the Global Reporting Initiative (GRI). 

The second kind are data aggregators. These, in turn, fall into two sub-groups: those that collect and 
organize structured data (which is by its nature quantitative) and those that collect unstructured data 
(such as news stories about companies). For-profit companies that collect and sell structured data from 
public sources include Bloomberg and Refinitiv. There are also entities that collect data via surveys, 
which underlying companies complete on a voluntary basis. These tend to be non-profit and include CDP 
(this used to be known as the Carbon Disclosure Project but renamed itself CDP after it began collecting 
data on topics other than carbon) and the Global Real Estate Sustainability Benchmark (GRESB—of note, 
the “SB” here does not stand for “standards board”).  

The third kind are ratings and analytics providers. While the distinction is not absolute (see below), 
aggregators provide underlying data, while ratings and analytics providers supply a summary view of a 
company’s ESG performance. This view is reached using proprietary methodologies, which some 
observers have called a “black box.” Ratings providers aim to save work for their clients, in that they 
take in various kinds of ESG data, apply a consistent methodology, and produce a score or grade. This 
means investment firms and asset owners do not have to spend resources on developing their own 
methodologies in house. 

These three groups are conceptually distinct from each other, but some nuance and points of overlap 
exist. For example, CDP is a survey-based data aggregator, but it also provides disclosure guidance, 
because CDP oversees the CDSB. Ratings providers use data from aggregators, but they also ask 
companies to self-report.  

As asset owners and managers become more sophisticated with their ESG data requirements, they have 
asked ratings providers for the underlying data that produces the ratings in order to compare a self-
generated view with that provided by a ratings provider. Not all ratings providers acquiesce, but instead 
supply sub-scores in each category, stopping short of the company-reported data. Each group comes 
with intrinsic pros and cons. The non-profits are characterized by impartiality and transparent due 
process, but also relatively slow at decision-making. The for-profit players are responsive to client needs, 
and thereby broaden the use of ESG data. However, their methodologies intentionally lack transparency 
to prevent competitors from copying them—thus preserving returns on innovation—and to prevent 
underlying companies from gaming the system. That said, further transparency may meet evolving asset 
owner demands, while still preserving the advantages of a certain level of secrecy.  
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1 Unclear Responsibility for the Definition of ESG Data Requirements 
 

Overview 

ESG disclosure frameworks are maturing (e.g., TCFD; Sustainable Finance Disclosures Regulation [SFDR] 
in the European Union [EU] – see also Issue 4). However, guidance on how to gather data to populate 
these frameworks is open to interpretation, even as some efforts are underway to align on a 
standardized set of ESG metrics and mechanism for ESG reporting. An example is the ESG Data 
Convergence Project, led by Carlyle, CalPERS, Boston Consulting Group (BCG), and Institutional Limited 
Partner Association (ILPA). Responsibility for the definition of ESG data requirements is unclear—both 
for regulatory reporting and for driving towards an asset owner’s strategic business objectives. Should 
the criteria for how to populate these frameworks be driven by the employees of the asset owner? Or 
should it be led by some third party, such as an accounting standards board?  

While codified/widely agreed standards and frameworks have emerged and gained traction from 
investors and regulators, a single set of disclosure rules does not yet exist around definitions and 
taxonomy. 

Jurisdiction-specific definitions of materiality are also an important consideration in determining the 
scope of a proposed common taxonomy. For example, a January 2021 EU Non-Financial Reporting 
Directive (NFRD) Consultation Document introduced the concept of “double materiality.” The first view 
is labeled “financial materiality” and relates to a company’s “development, performance, position and 
impact.” The second view is “environmental and social materiality” and relates to the “external impact 
of the company’s activities.”  
 

Asset Owner Focus 

In order to support resilient capital allocation decisions, asset owners have leaned on engagement with 
corporate and regulatory bodies to encourage more consistent, comparable, and transparent disclosure 
on sustainability issues. That said, while definitions remain in flux, asset owners’ ability to fulfill their 
long-term fiduciary duties to beneficiaries is constrained by the lack of available data. Asset owners, in 
some ways, have the most to lose from the ongoing uncertainty, which, in turn, is breeding inaction. 
They have an outsized opportunity and role to play in supporting and prioritizing the quality of ESG data 
available and the steps and path required to reach that goal at pace and at scale. 
 

Ideal Target State 

• Standardized approach to sourcing and calculating ESG metrics used across the industry, aligned 
to a generally accepted foundational dictionary of ESG data, mandatory sustainability reporting 
standards, and consistent structure of reported data. 

• Clear guidance from regulators and standard reporting formats. 
• Standard policies among investment managers and clear definition of internally derived data. 
• Clearly stated policy and investment guidelines set at the board level. 
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Advice  

• Engage in the development of a common methodology and taxonomy for the measurement of 
ESG data, in partnership with accounting standards boards and existing framework and standard 
setters, such as SASB, TCFD, and the EU. 

• Collaborate with other asset owners to develop with group-based and consistent approaches to 
implementing regulatory requirements. 

• Seek to complement ESG information, such as scores and ratings, that is qualitative or subjective 
(i.e., based on opinions and judgments) with raw data from the reporting company and other 
third-party information sources such as governments, NGOs, and alternative databases. 

• Demand more of investment managers and external data providers to ensure they provide ESG 
data in standardized formats with the appropriate level of transparency. 

• Ensure that senior leadership and stewardship for ESG exists at the asset owner that is explicitly 
tasked and incentivized to engage urgently internally and externally, given the multi-stakeholder 
nature of the ESG data challenge. 

 

2 Lack of a Comprehensive List of Use Cases for ESG Requirements  
 

Overview  

There is a lack of clarity around the full set of ESG use cases an asset owner needs to consider. (We think 
of “use case” as a description of how an end user expects to use a system; it is a set of possible 
interactions between a system and user related to a particular goal. In this case, use cases could 
encompass using ESG data to monitor compliance with regulations or to evaluate investment manager 
performance.) Regulatory and stakeholder demands are rapidly evolving, and it is challenging to remain 
fully aligned with the full set of requirements. Climate change has been the focus so far, but social and 
governance questions are growing in importance.  
 

Asset Owner Focus  

Generally, asset owners will have a broad range of ESG use cases, because, as a group, they represent 
many sectors of society. Asset owners often lack the in-house capabilities continually to monitor 
evolving regulatory requirements and stakeholder preferences that will vary significantly across 
markets, resulting in substantive gaps/misunderstandings.  
 

Ideal Target State 

• Broad agreement—endorsed by key asset owner industry associations such as the Institutional 
Limited Partner Association (ILPA) or the International Centre for Pension Management 
(ICPM)—on ESG use cases that is continually updated. 
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Advice 

Global regulation on ESG disclosure and investor demand will become standardized and requirements 
will stabilize. However, that will take time. In order to move towards the target state above, asset 
owners should:  

• Map out the relevant set of ESG standards, regulations, norms, and timelines across all relevant 
markets. 

• Establish processes to monitor the evolving ESG regulatory landscape. 
• Collaborate with other asset owners for consistency and conformity. 
• Encourage more explicit collaboration to help capture efficiencies of scale (or at least learning), 

so that use cases among asset owners are widely shared. 
• Work with industry bodies to encourage them to manage this process centrally, removing the 

burden from individual asset owners. 
 

3 Asset Owners Do Not Currently Treat ESG Data as Enterprise Data/ESG 
Data Use Is Siloed 

 

Overview  

ESG data are required across the value chain—from regulatory disclosure (TCFD, SFDR) to internal 
management information to supporting the investment process. Each ESG use case will use similar 
overlapping data but often not the same data. There is a risk that organizations will approach each use 
case in a silo, sourcing data separately. This can lead to duplication of efforts and challenges around 
reconciliation across how ESG data are reported between use cases. The challenge for asset owners is to 
understand where data requirements between different use cases overlap. 

Basel Committee on Banking Supervision's standard number 239 (BCBS239), developed by the Bank for 
International Settlements’ (BIS’s) Basel Committee on Banking Supervision, was the global regulatory 
response to data challenges contributing to the 2008 financial crisis. It determined that across the 
industry, financial risk was being managed by siloed data solutions without the right level of controls in 
place. Some market participants discovered they had hundreds of tactical solutions underpinning risk 
calculations which cost millions of dollars to remediate and align to an enterprise data layer for risk 
management. Asset owners have an opportunity to learn from this and establish a strategic ESG data 
layer before it requires substantial effort and cost to remediate. 
 

Asset Owner Focus 

One of the biggest challenges in building an organization-wide or “enterprise view” of ESG data is 
aligning ESG to a single data model, which itself will align with TCFD, SFDR, SDGs, and emerging global 
reporting standards. Asset owners have an opportunity to work with their investment managers to have 
them provide mappings to key ESG frameworks. This would drive efficiency by reducing the number of 
market participants performing the same mappings.  
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Ideal Target State 

• All ESG data aligned to a holistic data framework, while allowing for regional specificities (with 
regulators converging on a small set of frameworks with mappings between frameworks 
centrally agreed). 

• All ESG use cases consume data from this single source of ESG data that are digitally enabled on 
a common technology platform ensuring consistency. 

 

Advice 

• Take a strategic group level view to building ESG solutions.  
• Ensure there is central governance with visibility of all ESG use cases.  
• Create a central view of all ESG use cases (e.g., supplying ESG data for individual savers at a 

pension plan is a use case or supplying ESG data to the board of a pension plan) and understand 
how data are being sourced for each. This will provide a good overview of current state and help 
focus prioritization. 

• Embed data expertise in all ESG initiatives to ensure consideration is made about how delivery 
should align to building towards a strategic ESG data layer. 

• Build incrementally. Prioritize use cases to build out the strategic data layer. Don’t try and solve 
for all use cases at once; design and build with agility and extensibility in mind. 

• Consider organizational design and roles. Building integrated data collection and use capabilities 
may entail redesign of an asset owner’s data and the way in which ESG staff and investment 
staff interact. 

 

4 Multiple Emerging Standards  
 

Overview 

ESG reporting approaches developed by entities that issue disclosure guidance (e.g., VRF), as well as 
regulators (e.g., the EU) and data/analytics vendors are evolving rapidly.  

As the field of ESG is relatively new, various groups of stakeholders are driving classification and 
elaboration manifesting in a mosaic of structures, standards, and frameworks (e.g., TCFD, SASB, and 
GRI). 

Additionally, many of the attributes in the various ESG frameworks overlap. However there is no formal 
mapping between frameworks, although harmonization efforts are underway. This creates the risk of 
organizations either not attempting to align frameworks, leading to duplication and reconciliation 
challenges, or attempting to define a unified model which may differ from how other market 
participants interpret mappings, leading to inconsistency across the industry. 
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Asset Owner Focus 

As with the previous issue, asset owners have the opportunity to work with their investment managers 
to minimize the need to duplicate impact analysis of the rapidly changing ESG environment. If 
investment managers maintain mappings between ESG frameworks as they evolve (with commonality 
across investment managers) and transparently pass these on to asset owners, it will drive efficiency 
across the market. 
 

Ideal Target State  

• Standardized framework for sustainability reporting for the purpose of investor use, including 
generally accepted foundational dictionary of ESG data, mandatory sustainability reporting 
standards, and consistency and structure of reported data. 

• Global mandatory set of ESG disclosure and reporting principles will be provided by one of the 
standards boards (e.g., International Financial Reporting Standards), which will in turn inform a 
standard data framework used by asset owners. 

 

Advice  

• Design ESG solutions with agility as a core principle. Accept that data requirements and the 
vendor landscape will change rapidly and data sources will evolve. In practice, this means asset 
owners should select vendors and data sources with an eye to how easy it is to change them (or 
how agile the vendors are themselves). This hinges to a large extent on how granular and 
transparent these data sources are. 

• Adopt a principles-based approach among vendors and/or regulators (e.g., a commitment to a 
certain amount of openness about how data are compiled). An entity like ILPA may be able to 
act as a convenor of different stakeholders, and ILPA already recognizes the importance of this 
issue in the field of private equity fund investing.  

• Deprioritize vendors that seek to introduce too much proprietary content or try to make 
themselves difficult to remove.  

• Align with standards/frameworks that are already enjoying broad consensus and use (e.g., TCFD, 
SASB, GRI). 

 

5 Implications of Contextualized vs. Physical Data 
 

Overview  

The current state of data provision from ESG data aggregators and analytics providers lacks transparency 
and consensus in application. Due in part to a lack of generally accepted sustainability accounting 
standards in ESG data, and in part due to commercial incentives, data providers largely use proprietary 
datasets, frameworks, and definitions. This is a result of the following: 
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• ESG research information, such as ESG scores and ratings, are frequently qualitative, subjective, 
and substantially based on opinions and judgements or, at a minimum use, differing 
methodologies for blending quantitative data. 

• Currently comparing and using mapped frameworks from different analytics providers is tedious 
and confusing as the various providers frequently employ differing approaches to determine 
whether an underlying investment has “good” or “bad” ESG characteristics. Various analytics 
providers have different perspectives on:  

o The weight each data point should have (weight divergence). 
o How a given variable should be measured (measurement divergence). 
o Whether a variable should be included at all (scope divergence). 

• Contextualized data (i.e., data that have been manipulated to allow comparison with prior years 
or peer companies) need to be unpacked by the asset owners to get to the underlying data 
metrics. 

• In data provided by ESG vendors, unique identifiers like an ISIN or LEI, which are required for 
accurate mapping, are sometimes missing. 

 

Asset Owner Focus  

The availability of raw/physical data, as provided by corporate reporting entities, appears to be 
inevitable given the current pace of ESG regulation. However, the raw data do not inform the asset 
owner without a materiality framework to assess the data’s relevance to the asset owner’s business 
goals. In sum, asset owners will have to make a decision on how to allocate analytical resources:  

1) Rely on the contextualized data of the provider(s); or  
2) Build internal materiality matrices that conform to both external regulation and internal 

mandates.  
Should an asset owner opt for option 2, they must require analytics providers to allow access to the 
physical data as part of the subscribed data and intelligence service. Otherwise, there should be an 
industry utility (e.g., an EDGAR for ESG data), which allows the public, including asset owners, to access 
ESG data directly. 
 

Ideal Target State 

• Availability of corporate and exchange-reported data that are centralized and standardized. 
• Transparency from the data providers to allow asset owners to see both mapped and physical 

data. 
• Data providers to compete on analytical rigor, creativity, agility, and insight, based on 

standardized corporate ESG reporting definitions and sustainability accounting principles. 
 

Advice 

• Foster collaboration between asset owners and holders to energize urgency, standardize 
demands, and require transparency from ESG data and analytics providers and corporate 
reporting entities. 
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• Support the establishment of standardized ESG accounting principles and definitions with which 
to guide the disclosure requirements of corporate entities. 

• Leverage data platforms, such as CDP and XBRL, to centralize and enable the availability of data 
in a systematic manner. 

• Identify—or establish a process for identifying—what kinds of data are most important to 
stakeholders. 

 

6 Lack of Historical Data Is an Obstacle 
 

Overview  

The lack of available and consistent historical data is an obstacle to ESG integration in investment 
decision making. Companies have not reported or lacked the resources to collect data as they have not 
seen a reason for collecting the data, and no standard existed to guide what they were collecting.  

ESG data are evolving rapidly. The breadth and depth of ESG data currently in demand are far greater 
than even 18 months ago and are likely to be even more rigorous in another 18 months. 

It is not just a lack of consistent historical data; it is a lack of any currently available data as well. Some of 
the data collected were not measurable due to a lack in capabilities or were not prioritized as the 
importance of the data was not understood. Where the data have been measured, it has been possibly 
destroyed, is privately held, or is so varied that it cannot be held together as a continuous series over 
time. Where error and variance in data need to be managed, some approximation may be applied to 
join or extend data series that are on the surface not entirely the same thing. 

ESG scores and ratings are based on methodologies that can change over time, either incrementally or 
radically. Where it exists, historical data are generally very expensive to buy from market data providers. 

 
Asset Owner Focus  

Assuming there is an impending consensus on ESG taxonomy—perhaps conforming to TCFD, EU 
Taxonomy, and/or SASB—some types of historical ESG data can be engineered from existing data. 
Unfortunately, much of the content of the rapidly evolving taxonomy has never been tracked or 
completed until now. If asset owners demand historical ESG data where it does not currently exist, data 
providers could potentially compete in this area on historical data engineering capability, along with 
how such data informs forecasting and materiality matrices. If the data providers’ insights on 
manufactured “historical” data are externally (regulatory) and internally compliant, then the asset 
owners will have the choice to incorporate such data into their risk governance and investment 
decisions. Several emerging alternative data providers could also help narrow that gap. 

Additionally, asset owners and investment managers can choose to address gaps in historical data using 
internal analytical capability. For example, a global macro hedge fund and investor that runs an “all 
weather” strategy, with risk parity as well as pure alpha strategies, could use deep non-financial history 
to develop and enrich a systemic understanding of the world economy over as long a duration as 
possible. In turn, they would be working with as many stakeholders as possible to advocate for and 
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advance the art and science of evidence and data gathering and full sustainable lifecycle management—
including using indirect observations (i.e., ice cores or tree rings) to help develop a long cycle climate 
picture.  

In sum, asset owners will need to work with the current lack of historical data either internally or by 
relying on data providers’ estimates or perhaps both. 

 

Ideal Target State 

• Data on the previous years provided by vendors or asset managers in a consistent format with a 
fixed minimum set of values provided. 

• Mandatory sustainability reporting for financially material sustainability risks and opportunities 
provided within financial statements and stored in a centralized source. 

• Tracking of methodology changes because scores and ratings are proprietary, and the market is 
evolving. 

 

Advice 

Given that sustainability measures are reasonably fluid, perhaps not much history is relevant. Perhaps 
only the last year or two are all that is required to assess momentum. Key actions for the immediate 
term could include:  

• Asking data providers to attempt to fill historical data gaps using machine learning and artificial 
intelligence. However, this is likely to be controversial. 

• Asking vendors or investment managers to obtain relevant historic information directly from 
underlying companies. 

• Requesting underlying sustainability metrics from third-party ESG data providers and from listing 
authorities (i.e., stock exchanges). 

• Engaging with ESG providers to ensure awareness of changes in their methodology. 
• Getting “lateral” by talking to people who might not be in the natural line of sight such as 

climate scientists, forestry specialists, or multi-generational farmers to keep expanding 
knowledge. At the same time, apply rigorous techniques to build as good a knowledge basis as 
possible or outsource this to organizations incentivized to be "the best" at the specifics. 

• Prioritizing the recent past for maximum relevance. 
• Developing a proxy for historical data, perhaps from academic sources despite its limitations. 

 

7 Corporate Reporting Cycles Are Not Currently Harmonized With 
Financial Statements 

 

Overview 

Corporate ESG reporting cycles are not currently harmonized with financial statements. ESG data are 
collected at different times and cannot be aligned exactly to a company's financial results or any other 
formal reporting cycles. Sustainability disclosures are typically not mandated or audited alongside 
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financial statements. ESG scores, carbon emissions, and other ESG data often follow an annual cycle, 
driven by questionnaires and company reports. These data can then take several months to be added to 
the vendor databases. 
 

Asset Owner Focus 

Timeliness of ESG data is imperative for the data’s fit for purpose. Asset owners must continue to push 
for ESG data to be reported at the same intervals as financial data. While these new data and disclosure 
burden appears great, routine will quickly set in as systematization is implemented at the corporate 
reporting entities. 
 

Ideal Target State 

• Having the reporting of key ESG measures part of a company's financial statements. 
• Treating ESG disclosures the same as financial statement disclosures and overlapping the teams 

working on the preparation and collection of both types of data on the same schedule. 
• Mandatory semi-annual sustainability reporting. 
• Fast updates provided by vendors. Re-sequence ESG questionnaires to be issued several months 

in advance or enable company disclosures to contain all the relevant information and arrange a 
mid-cycle data disclosure for key ESG metrics. 

 

Advice 

• Asset owners and holders should require sustainability disclosures from issuers and investment 
managers in a phased approach to qualify them for investment eligibility and assign an effective 
date to ESG data. 

• Asset owners should focus on internal capacity-building. By establishing rigorous internal 
processes, asset owners will be able to contribute to the ideal state and drive the evolution of 
ESG practice. This, in turn, implies (and requires) a committed tone from the top and a 
demonstration of asset owner focus. 

 

8 Digitized ESG Data – Still Laying the Groundwork 
 

Overview 

Digitization is an important organizational issue. Currently, getting company disclosures at all is a 
challenge, especially due to the rapidly evolving range of ESG metrics being considered, implemented, 
and enforced. ESG is voluntary information and where guidelines do exist, they are regional as opposed 
to global. 

Sustainability disclosure is typically not regulated, and sustainability information is not required to be 
filed with a regulator. Until recently, ESG data collection has not been a mainstream priority and the 
data collection does not use consistent methodology or standards. Regulators are moving in this space, 
so it is important for organizations to start these activities.  
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Despite the observations above, auditing expectations are emerging rapidly, and audit firms are 
following developments closely. 

 
Asset Owner Focus 

As corporate reporting conforms to TCFD, EU Taxonomy, and/or SASB, ESG datasets will evolve and 
digitalize to fulfill the data adequacy standards of current financial standards and regulations. Asset 
owners along with regulators must continue to strive for corporate reported ESG data to reach the 
standards of financial data frameworks exemplified by the BCBS239.  

 

Ideal Target State 

• Listing authorities or central governing bodies require an absolute minimum floor of what data 
have to be reported. 

• Central repositories are available with standardized datasets and disclosures in a consistent 
format, perhaps collected by third-party platforms (e.g., CDP, XBRL). 

• Robust ESG data definitions enable meaningful, quantifiable, machine readable, and comparable 
datasets and insights. 

• Corporate reporting frequency increases to semi-annually. 
 
 

Advice  

• Map out the data that are available so that it becomes more comparable, and use capabilities 
(e.g., artificial intelligence, natural language processing) that can help with reading unstructured 
data to identify topics in disclosures. 

• Engage with regulators to promote enhanced transparency and urgency for sustainability 
disclosures. 

• Conduct an honest self-assessment of an asset owner’s capabilities (which may be different 
from where an asset owner says it is as operating companies also vary in their ESG “maturity” 
with differences in perceived and actual capabilities). Focusing inward can generate more 
ownership for being part of a lasting shift. 

• Proactively seek to transfer learnings from public markets to private markets teams inside asset 
owners. 

• Follow EU regulations, such as Sustainable Finance Disclosure Regulation (SFDR), which are 
leading the way. Other countries will be watching closely and adapting their own regulations 
based on the learnings from the EU and other emerging frameworks globally, with long-term 
harmonization as the goal. 
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9 Using Data Designed for Sustainable Investment Decision-making for 
Regulatory Reporting Is Challenging  

 

Overview 

The majority of ESG data constructed to-date for contextualization is designed to help with sustainable 
investment decision-making and not for regulatory reporting. There is no clear commercial incentive to 
create the right alignment and drivers for data creation, shaping, or advancement. A combination of 
standards and regulatory leadership, along with consideration of commercial interests, is required. 

There are different methods, inputs, and systemic observations of the process and outputs. Such 
methods are presented as a “black box” with an inability to validate or create understanding and 
common knowledge pools. Sustainability disclosure is typically not regulated, and information is not yet 
required to be filed with a regulator. 

There is a lack of globally accepted and consistent sustainability reporting principles, which should be 
similar to accounting or tax principles.  

Regulations and standards are being rolled out, quite aggressively in some national and supra-national 
jurisdictions (especially in the EU), and it is expected that other areas may act and react according to 
their interests or perceptions. 
 

Asset Owner Focus 

Common taxonomy in data classification is and will be driven by regulation. For example, TCFD, EU 
Taxonomy, and SASB provide a robust framework for a common taxonomy in ESG data. Asset owners 
must stand together in these efforts for transparency and common language as the economies of scale 
embedded in standardization will lead to stability and, ultimately, in global ESG initiatives (i.e., net zero). 
 

Ideal Target State 

• Global taxonomy and standards for each measurement to enable comparisons to be made 
without complex analysis and inference first. 

• Common taxonomies that are used by all relevant entities, stakeholders, and groups. 
• Standard disclosure requirements set by a central authority. 
• Work from the local perspective to create taxonomies that will converge over time in the 

absence of a critical mass global body creating harmonized standards. 
• Active role for asset owners in weighing in on the data being used. Their omission risks a lack of 

accountability that will be needed as the key recipient of this information. 
 

Advice 

• Obtain transparency from vendors, asset managers, and others on their process and design, 
including any black boxes, for their calculations. 
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• Request the details required for weights, inputs, and methods that are assigned to different 
factors in an index, including clarity on definitions to enable people and machines to know what 
they are receiving. 

• Promote disclosures alongside existing frameworks and standards (e.g., TCFD, SASB, GRI). 
• Focus on the mandatory taxonomy and engage with and observe how other regions adapt non-

mandatory taxonomies or create their own versions (e.g., based on learnings from the EU). 
• Never make assumptions about ESG or SDG data. Always be curious, learn, understand, 

compare, and trial the data. The standardized library is evolving, diverging, and coalescing at a 
fast pace, so be risk aware and know what to do about what you do not know. 

• Emphasize collaboration and coordination among asset owners as well as active steps to 
allocate meaningful resources from an engaged leadership.  

 

10 Data Scores – Relative vs. Absolute 
 

Overview 

To help users put ESG performance in context, data supplied by analytics/ratings providers are often 
scored on a relative rather than absolute basis. This makes historical comparisons hard and leads to a 
lack of trust in the ratings. 

No standardized format for sustainability disclosure undergirds the lack of transparency on third-party 
ESG providers’ scoring methodologies. ESG ratings are new and will take time to mature. ESG data are 
largely subjective, and relative measures can often prove to be more meaningful than absolute 
measures. Applying financial data techniques directly to non-financial data will almost certainly require 
adjustments in methodology. 
 

Asset Owner Focus 

Data providers will continue to compete on the capability, actionability, and, in future, regulatory 
sufficiency of the ESG materiality matrices. For the asset owner, raw ESG data for public companies will 
soon be readily available due to regulatory pressures. However, the methods of structing ESG 
materiality matrices and mapping data will continue to be the value-add of data aggregators/providers. 
Unless the individual asset owner is planning on bringing ESG materiality modeling in-house, using the 
data provider’s mapped data will suffice for business use fit for purpose in conforming with ESG 
regulation and internal mandates. 
 

Ideal Target State 

• A global taxonomy defining each measure and its basis will enable comparisons to be made 
simply and with confidence. Methodology across vendors and asset managers is easy to 
compare in summary format. 
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• Publicly available company reported sustainability information should be retained and 
accessible for historical analysis, enabling appropriate activity metrics (i.e., normalization, 
deviation, and variation). 

• In accordance with the IPCC’s guidance, the absolute data provided by the underlying 
companies determines both company specific and global warming pathways. 

• Data providers to compete on analytical rigor, creativity, agility, and insight, based on 
standardized corporate ESG reporting definitions and sustainability accounting principles. 

 

Advice  

• Focus internally on asset owners (and newly created bandwidth and leadership) to drive the 
outcomes in the ideal target state. 

• Obtain transparency from vendors and asset managers to understand what is being provided. 
• Use the power of asset owners to influence incentives reporting best practices and requesting 

mandate-specific reporting from asset managers with an escalation strategy based on inaction in 
the case of ESG disclosure. 

11 Data Vendor Incompatibility 
 

Overview 

Data vendors are not incentivized to make it easy to use other systems or vendors. No standardized 
format for sustainability disclosures undergirds the lack of transparency on third-party ESG providers’ 
scoring methodologies. 

Data vendors are a business, and there are few benefits for data vendors to release their intellectual 
property as they are trying to monetize their data.  

However, some vendors are non-commercial. Use of open-source data is a way for asset owners to gain 
access to ESG data, but there is the potential for less quality assurance from open-source data. 

 

Asset Owner Focus  

Whether ESG data are available in a central EDGAR-style repository or via data vendors and underlying 
company reporting, data vendors will continue to compete on which ESG materiality model is compliant 
and most useful for the purposes of the asset owner. Asset owners know that the data vendors are 
largely working off the same data, so once a data vendor’s data are regulatorily compliant and serve the 
fit for purpose of the asset owner, comparing the divergence of data vendors will simply be an exercise 
in reverse engineering the differences in materiality matrices between data vendors.  
 

Ideal Target State 

• Clear definition from global industry standards boards on what must be provided for the key 
issues will enable the suppliers to provide consistent information. 
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• Regulation and consistent standards to ease the ability to switching vendors, such as contracts 
that would reduce the incentive to make switching difficult This is contrary to common software 
business models, but worth thinking about. 

• Advocacy for discussion and visualization to avoid any mandates “forcing” ease of switching 
vendors from becoming problematic (e.g., index data, CUSIP identifiers, etc.). 

• Intervention by regulators to remove barriers to ESG data. 
• Common standards for core ESG metrics and critical data elements to which all vendors can 

adhere. 
 

Advice  

• Consider what vendors other asset owners are using and their experiences with the data. 
• Use the power of other asset owners to encourage data providers to make it easier to switch 

(e.g., writing it into contracts, giving that feedback, etc.). 
• Acknowledge that ESG data vendors will evolve and consolidate rapidly and avoid tightly 

coupling ESG processes to any individual vendor. 
• Rate vendors on how user friendly, transparent, and aligned they are with asset owner ultimate 

goals. 
• Encourage ways to incentivize and reward vendors that seek to become part of a harmonized 

ecosystem (versus standalone service). 
• Connect with ILPA (or a similarly aligned market participant) to set standards/qualities of what 

would be considered a top tier vendor. 
 

12 Private Companies: Inconsistent ESG Data Reporting 
Overview 

Private companies report their ESG outcomes inconsistently. Their approach should align with public 
companies. This will help them go public, but even if they do not intend to do so, this may lead to more 
consistent and likely higher valuations, as investors will be able to price in “E” and “S” externalities more 
easily. 

The fact that the data are not mandatory and not tied to financial statements are key factors. Private 
companies are also less regulated. Private companies do not have any incentives to report much unless 
they are going public, so ESG reporting is generally seen as a distraction. 

For private companies, there is limited or no public annual reports and financial statements available. 
ESG data are largely gathered from company reports and questionnaires. These questionnaires do not 
necessarily reach private companies, nor do the companies have to publish annual reports. 
 

Asset Owner Focus 

Asset owners have been large investors in private equity. One aspect of private equity’s attractive return 
profile is the existence of information asymmetry and illiquidity discount. Asset owners can and will 
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demand ESG data from the underlying private equity asset managers; however, unless it is required by 
law, such information will remain confidential akin to the financial reporting of nonpublic companies.  
 

Ideal Target State 

• Industry standards bodies make the provision of key measures mandatory (i.e., ESG-related 
regulation) for private companies. Regulators would drive consistency between public and 
private companies. As of 2021, the FCA in the UK had initiated an input-gathering process on 
whether to bring private companies within the remit of disclosures.  

• Recognize that market norms may change. TCFD should not just be adopted by public and 
private companies in order to create effective disclosers and to affect true societal change. 

• Create standardized sustainability disclosure questionnaires and make them available in a 
central repository. 

 

Advice 

• Work with other asset owners on the approach they have taken to resolve these data gaps. 
Private companies may be a relatively small part of an asset owner’s portfolio, but they could be 
doing disproportionate harm. 

• Report underlying portfolio company results, and proactively request that asset managers 
collect data on private assets where there are gaps. 

• Require sustainability disclosures on financially material ESG categories from asset managers to 
qualify them for investment eligibility. Be thoughtful in this endeavor when engaging with asset 
managers, who also will benefit from streamlining of ESG data requests. 

 

13 Lack of Common Approach for Alignment with UN SDGs 
 

Overview 

UN Sustainable Development Goals (SDGs) are recognized as primary sustainability outcomes. A key 
challenge is finding consistent and meaningful ways of measuring companies’ contributions towards 
SDG outcomes. Some asset managers have begun referencing SDGs as part of their investment approach 
and some ESG data suppliers are providing measures. SDGs also have the advantage of using some 
investor-friendly real-world terminology. Considerations include: 

• There is difficulty in measuring alignment and contribution to SDGs (no uniform methodology 
for calculation). Some methodologies are revenue-based, while some are sentiment-based. It is 
hard to quantify externalities. 

• SDGs are useful guiding concepts, but they are not actually investment factors, or at least not 
yet. If “investment factor” is thought of as being a “driver of return” in the way credit risk, 
interest rate risk or liquidity risk is. Some alignment can come from looking at the underlying 
sustainable investment targets, not just the goals.  
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Asset Owner Focus 

Asset owners vary in the extent to which they have developed ESG and sustainability policies and, in 
most cases, are at an early stage in aligning their sustainability policies with UN SDGs. 

 
Ideal Target State  

• Provision of a standard taxonomy for use by all parties. 
• The clout of the “Big 4” accounting firms used to define core SDG themes that could serve as a 

universal taxonomy. In September 2020, the World Economic Forum released a universal set of 
“stakeholder capitalism metrics,” including ESG indicators and disclosures for financial markets, 
investors, and society. These metrics are intended to help companies demonstrate long-term 
value creation and their contributions to SDGs and were developed by the World Economic 
Forum with Bank of America, Deloitte, EY, KPMG, and PwC. 

 

Advice 

• Use existing best practices to identify and measure externalities consistently. 
• Reference SASB, TCFD, GRI, and PRI SDG-alignment frameworks and principles. 
• Collaborate with other asset owners and holders for clarity. 
• Participate in the World Economic Forum initiative. 

 

14 Increasing Requirements for ESG Data to be Integrated in Risk 
Management and Performance Calculation Systems for 
Benchmarking and Attribution 

 

Overview 

Risk and performance are very important for asset owners. They employ investment managers to deliver 
financial returns and increasingly are focused on the corresponding ESG or sustainability outcomes 
(positive or negative). Asset owners are also subject to regulatory obligations. 
 

Asset Owner Focus 

Asset owners include insurers, pension funds, and sovereign wealth funds. Insurers are facing the 
regulatory obligation to produce climate scenario analysis and stress tests. Pension funds are 
increasingly required to include sustainability and ESG in their investment strategies and to measure it. 
All asset owners are concerned about the financial risks that will result from physical climate impacts 
and commercial impacts resulting as companies commit to the transition to net zero. 

Key considerations include: 
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• Time horizons play a role here. Most asset owners consider the necessity to consider the long-
term impact of climate change on the portfolio and the desire to address concepts like diversity, 
inequality, etc. However, few have figured out how to transition away from short-term 
frameworks, such as annual objectives, four-year compensation cycles, promotion windows, and 
fund investment periods of two to four years. 

• Lack of historical data is available, whether due simply to lack of duration, consistency, 
consensus of the actual measures and gauges, etc. 

• Lack of agreed on requirements common across industry participants and stakeholders resulting 
groups, firms, verticals, industry, etc., being out of sync with one another. 

• Incentives might be skewed, or factors are under- or over-weighted or insufficiently defined.  
• Disparity between the complexity of risk and performance could arise from poorly understood 

models and forecasting (such as physical climate change). 
• Physical climate risk prediction and manifestation, and other systemic risk understanding, and 

modeling are insufficiently mature, poorly understood, not specific, or not detailed enough. 
 

Ideal Target State 

• Identification of a clean taxonomy for ESG disclosures for systemic implementation across asset 
classes, 

• Standard requirements along with mandatory “minimum” and special purpose blocks/add-ons 
to ensure full coverage and bring resolution to any grey or dark areas. 

• Disclosure of proprietary estimation models, surveys, and scope of data coverage. 
• Elaboration and resolution improvement on a well-reasoned framework for materiality 

threshold, which looks backward and forward, ensuring appropriate sensitivity as our 
understanding of the subject matter evolves. 

 

Advice 

• Ensure consistent broad collaboration with asset owners and holders to drive consistent 
requirements. This will be more likely if governance structures incentivize asset owner 
leadership teams to engage in the sustained internal and external collaboration that improved 
ESG practices require. 

• Start with materiality framework and engage with stakeholders knowing that our understanding, 
comprehension, and system knowledge is incomplete and will have to iterate through a lifecycle 
(i.e., design, test, implement, measure, identify gaps/problems, etc.). 

• Focus on areas of common data standards. 
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15 Data Sources – Different Data Sources Are Being Used for Different 
Forms of Reporting 

 

Overview 

ESG data vendors can produce extremely variable data. Company disclosures are relatively low, 
infrequent, and optional. This is changing as regulators increasingly mandate more company disclosures. 
Other sources include publicly available information, artificial intelligence scraping from social media 
and academic publications, research, and commitments to principles such as UNGC. ESG data and 
analytics providers employ differing materiality methodologies to present this data across E, S, and G 
factors and ESG scores and ratings. This issue is closely related to the enterprise data discussion above. 
That discussion focused on data “inside” the asset owner, while this focuses on data supplied to the 
asset owner from outside investment managers. 
 

Asset Owner Focus 

Asset owners receive ESG information from their different investment managers that use many different 
suppliers, in-house research, and investment frameworks. It is important that asset owners can identify 
a uniform way to measure ESG across all their investments. 

Key considerations include: 

• ESG data lack long-term history across determined key performance indicators and are seldom 
available in a centralized source. 

• Sustainability accounting bodies appear not to have landed on a single way to measure or report 
ESG data, resulting in regulatory ambiguity. People do not want to waste time investing in this 
capability until standards have been agreed upon. 

• Difficulty in measuring alignment and contribution to SDGs has resulted in inconsistent 
methodologies used. Some methodologies are revenue-based; some are sentiment-based, 
making it hard to quantify externalities. 

• People use the data that are helpful to them to solve their particular problem, which is logical, 
but it is happening in silos. 

• Only around 20% of ESG vendor data are sourced from company data, so there is a large scope 
for differences. 

 

Ideal Target State 

• Defined key requirements for environmental risk management, which extends into performance 
calculations of investment managers. 

• Interoperability of ESG models and data to enable measurement of alignment and contribution 
to SDGs. 

• A central repository for ESG data, enabling access, uniformity, and analysis. 
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Advice 

• Understand regulatory requirements and collaborate with other asset owners and holders to 
come up with a group-led approach. 

• Work on the basic framework of materiality, starting with a detailed understanding of the 
problem, using examples of how current methods are inefficient, showing examples of how it 
could be more efficient, and ideally, leading to better investment outcomes. 

• Focus on specific data points to help identify areas where common standards are needed and 
are achievable. 

• Encourage vendors to adopt standards-making sure that both corporates and data providers 
provide the data source and the reason for selection. 
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Appendix 
 

Glossary of Terms and Abbreviations 

Terms or 
Abbreviations Description 

BCBS239 Basel Committee on Banking Supervision's standard number 239 
CDP Carbon Disclosure Project 
CUSIP Committee on Uniform Securities Identification Procedures 
EDGAR Electronic Data Gathering, Analysis, and Retrieval 
ESG Environmental, Social, and Governance 
EU European Union 
EU Taxonomy The EU taxonomy is a classification system, establishing a list of 

environmentally sustainable economic activities 
GRI Global Reporting Initiative 
ISIN International Securities Identification Number 
ILPA Institutional Limited Partners Association 
LEI Legal Entity Identifier 
NFDR Non-Financial Reporting Directive 
PRI Primary Rate Interface 
SASB Sustainable Accounting Standards Board 
SDG Sustainable Development Goals 
SFDR Sustainable Finance Disclosures Regulation 
TCFD Taskforce on Climate-related Financial Disclosures 
UN United Nations 
UNGC United Nations Global Compact 
WEF World Economic Forum 
XBRL eXtensible Business Reporting Language 
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Key Issues  
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ESG Data Supply Chain 
 

 
 


