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Executive Summary /

Environmental and carbon management are increasingly important
for all levels of an organization. Managing sustainability
and environmental, social, and governance (ESG) targets is

a board — and customer — priority. Ao 0

\:—O
Regulations such as the SEC’s new climate disclosure rules and C Py )
Europe’s Corporate Sustainability Reporting Directive raise the stakes ~ O

for sustainability management. This seismic shift from voluntary
to mandatory reporting will necessitate heightened diligence,
processes, and procedures to support the emerging requirements.

Al can drive efficiency
and accuracy in
environmental data

However, most organizations are falling short of their stated management
sustainability and ESG commitments, presenting regulatory, and reporting.
reputational, operational, financial, and stewardship risks.

Managing financial and other sustainability data in an ERP-centric, |
cloud-based, Al-enabled solution can help meet rising requirements
and future-proof the business.
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ESG: A Rising Priority for Organizations

As pressure from multiple stakeholders mounted, ESG and sustainability rose
as a priority for organizations.

In 2023, nearly 75% of companies surveyed up from

by IDC found ESG factors to be very important under 50%
to the enterprise value of the organization, in 2020.

2020 2023
1 O,
Very important.................. 48% Very important.................. 71%
Some what important ......... 45%
Some what important ... ... 27%
Not important.................... 6%
Don’'tknow....................... — 1% Not important................ ... — 6%

Source: IDC’s ESG/Sustainability Business Services Survey, August 2023
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ESG Regulatory and Sustainability Requirements
Are Transforming Organizations

The ESG regulatory environment is rapidly evolving with over 1,000 new developments globally.
The truth is, 65% of organizations have not met compliance requirements as of 2023.

Among the top pain points:

o
@ 41%
0 of companies report having insufficient

’g‘f_‘—‘ internal sustainability expertise.

ESG is now playing a more significant
role, incentivizing companies to
implement policies and practices to
ensure compliance and avoid penalties.

37%

of organizations lack accurate, trusted data
for ESG reporting.

Source: IDC’s Sustainability Software Survey, July 2024
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Organizations Are Falling Short
of Their Sustainability Goals

Organizations are not only challenged with ESG reporting but also struggle to improve their
sustainability performance at the pace outlined in their sustainability goal commitments.

=!::l'1|->
L2

Only one in three organizations have fully met their
sustainability goals.

o
With initial commitment dates only a few years off, there is little /\ 40 /‘" . -
time to get on track. This is spurring organizations to increase @ of organizations have increased

the f chan nd amolif tainability initiati sustainability investment as a
pace ot change and amplity sustainabliity inftiatives. response to the shifting environment.

Source: IDC’s Global Sustainability Readiness Index, August 2023

— InfoBrief, sponsored by SAP C >
— Table of Contents
-— I DC October 2024 | IDC #US52595424-P 6




Boost your Sustainability Performance with ERP-Centric, Al-Driven Solutions

Integrated Sustainability Software Enables
Audit Ready ESG Reporting

Emerging regulations will require a more formal approach to ESG reporting, including
heightened diligence, processes, and procedures, particularly regarding the expectation
for accurate, defensible, and auditable statements.

Organizations are leveraging ESG software to support these tasks, with the leading use cases including:

0O
209

59% 54% 51%

ESG data management ESG reporting ESG risk management
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Sustainability Data Must Be Managed
With the Same Precision as Financial Data
to Be Auditable and Trusted

ERP-centric sustainability Companies with an ERP-based sustainability solution have high confidence
in their sustainability data.

solutions offer a centralized,
un-siloed data repository that
organizations can leverage

to meet their multifaceted
sustainability initiatives.

74%

believe their organization has high-quality
data on sustainability performance.
Sustainability solutions

with an ERP foundation

will be able to address the
data-backed transparency
and auditability requirements
of emerging ESG

reporting legislation.

83%

have high confidence in their ability to
automatically source sustainability data.

ty Software Survey, July 2024
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Transform Business Processes
With Sustainability at the Core

To achieve sustainability maturity, where sustainability ‘
is integrated into business processes and continuously
monitored, reviewed, and improved, organizations are
leveraging an ERP-centric platform to:

@ Improve ESG reporting efficiencies

éﬁé Strengthen regulatory compliance

Vo
M Automate carbon management

Organizations with an ERP-based sustainability solution
are 76% more likely to have achieved
-‘@’- the highest level of sustainability maturity.

(S

A Drive business innovations

-

Source: IDC’s Sustainability Software Survey, July 2024
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Evolving Market Conditions
Require a Responsive Platform

Cloud-based solutions manage updates so organizations can
stay focused on core business.

ESG software vendors often update software
every few weeks to keep pace with market

developments, making the agility of cloud-based
delivery ideal for these market demands.

Cloud-based ESG software provides the frequency
and automation of updates to keep a business current
on sustainability requirements without disruption to
daily operations.

Source: IDC’s Sustainability Software Survey, July 2024
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The Intersection of Al and Sustainability
will be Revolutionary

Organizations will rely on Al to support sustainability initiatives enabling both
ESG reporting and the pursuit of sustainability goals.

- In recent IDC tech surveys: ~N

. 76%
of organizations think that Al will be

very important or critical to supporting
their sustainability initiatives.

o
While applications and use cases are nascent, oo 64%
most organizations expect Al and generative {é% expect their sustainability software to
9 P . . g e p incorporate Al/GenAl in the next one
Al (GenAl) to enhance their sustainability to three years.

initiatives over the next several years.

Source: IDC’s Sustainability Software Survey, July 2024
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Sustainability Requires Agility
Use cases range from stakeholder management to full-scale ESG data collection and analysis.

Investment needs in Al-enabled sustainability software change as organizations move up
the sustainable transformation maturity ladder:

Top investment driver

-0 [ ,-ﬂo
4@ Beginner 6‘; Intermediate 69" Advanced

Extract and analyze
unstructured sustainability
and ESG data; break up

data silos and unify ESG data
across the organization.

Track ESG priorities across Prioritize projects/optimize
stakeholder groups. performance.

Source: IDC’s Al & Sustainability Survey, 2024
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Al-Enabled Sustainability Solutions
Deliver Efficiencies at Scale

Al-enabled ESG software can help organizations at every step of the sustainability

transformation curve improve their process journey to become compliant,

create operational efficiencies, and generate long-term ROI.

@ Beginner

» Reporting and
Priorities regulatory compliance

- Sustainable sourcing

« Understand the regulatory

How they leverage environment
Al-enabled . Perform materiality assessments
ESG software « Practice supplier selection for

sustainable procurement

Source: IDC’s Al & Sustainability Survey, 2024
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6’; Intermediate

« Product and operations
transformation

« Reporting and regulatory compliance

« Break up data silos and connect
data sources

« Provide insights to different
business functions

« Automate collection from external
stakeholders for reporting purposes

@?’5 Advanced

+ ESG risk management

+ Generate ROl and
competitive advantage
through sustainability

« Anticipate climate risks
on supply chain activities

« Continuously improve
operational performance
through real-time insights
and recommendations
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Key Takeaways

Manage sustainability data like
financial data in an
ERP-centric, cloud-based,
Al-enabled solution to
future-proof an organization.

As the ESG regulatory landscape continues to evolve, organizations will
leverage cloud-based, Al-driven solutions to keep pace with sustainability
compliance, trusting ERP-centered sustainability data to produce accurate
and auditable disclosures.

Al technologies like GenAl and predictive Al will help organizations on
Leverage unique Al capabilities their ESG data journey. Al allows them to collect data faster from multiple
at different steps of the sources in an automated way, recommends remediation actions when
ESG data management process. they are out of compliance, and lets them anticipate climate-related risks
before they impact operations.

Use Al to automate reporting
and gain actionable insights
for sustainability decisioning.
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Message from the Sponsor

SAP is committed to helping the world run better and improving
people’s lives. We bring out the best in every business by delivering
agility at scale, harnessing the intelligence across your internal
systems and external partnerships to optimize performance;

and transforming operations with next-generation solutions that
drive more accurate and actionable sustainability management
across your entire enterprise.

For more information please contact your SAP Partner.

— InfoBrief, sponsored by SAP
— Table of Conten
-_— IDC October 2024 | IDC #US52595424-P C ontents ) 16




IDC Custom Solutions

This publication was produced by IDC Custom Solutions. The opinion, analysis, and research results
presented herein are drawn from more detailed research and analysis independently conducted

and published by IDC, unless specific vendor sponsorship is noted. IDC Custom Solutions makes IDC
content available in a wide range of formats for distribution by various companies. This IDC material
is licensed for external use and in no way does the use or publication of IDC research indicate IDC’s
endorsement of the sponsor’s or licensee’s products or strategies.

=IDC

IDC Research, Inc.
140 Kendrick Street, Building B, Needham, MA 02494, USA
T +1 508 872 8200

International Data Corporation (IDC) is the premier global provider of market intelligence, advisory services,
and events for the information technology, telecommunications, and consumer technology markets.

With more than 1,300 analysts worldwide, IDC offers global, regional, and local expertise on technology and
industry opportunities and trends in over 110 countries. IDC’s analysis and insight helps IT professionals,
business executives, and the investment community to make fact-based technology decisions and to achieve
their key business objectives.

©2024 IDC. Reproduction is forbidden unless authorized. All rights reserved. CCPA



https://www.idc.com/about/termsofuse
https://www.idc.com/custom-solutions
https://www.idc.com/about/ccpa
https://www.idc.com/
https://twitter.com/IDC
https://www.linkedin.com/company/idc

	Executive Summary
	ESG: A Rising Priority for Organizations
	ESG Regulatory and Sustainability Requirements Are Transforming Organizations
	Organizations Are Falling Short of Their Sustainability Goals
	Integrated Sustainability Software Enables Audit Ready ESG Reporting
	Sustainability Data Must Be Managed With the Same Precision as Financial Data to Be Auditable and Trusted
	Transform Business Processes With Sustainability at the Core
	Evolving Market Conditions Require a Responsive Platform
	The Intersection of AI and Sustainability will be Revolutionary
	Sustainability Requires Agility
	AI-Enabled Sustainability Solutions Deliver Efficiencies at Scale
	Key Takeaways
	About the IDC Analysts
	Message from the Sponsor

