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Introduction

Environmentl, social, and governance (ESG) principles represent a transformative framework that
is increasingly influencing the global business landscape. As companies strive to align their
operations with these principles, they unlock opportunities for sustainable growth, resilience,
and competitive advantage. This shift is highly relevant for startups, which are uniquely
positioned to embed ESG values at the core of their business models from the outset.

This guidebook has been crafted to serve as a comprehensive resource for startups. It aims to
clarify the significance of ESG, elucidate its myriad benefits, and provide actionable insights on
how startups can effectively integrate ESG principles into their strategies.

Understanding ESG

Environmental Criteria

The environmental pillar of ESG focuses on how a company's operations impact the planet. This
includes the company's energy use, waste management, and conservation efforts, among other
factors. For startups, paying attention to environmental criteria is not just about mitigating
risks—it's also about seizing opportunities for innovation and sustainable growth. Here’s a closer
look at the key components:

e Climate Change Initiatives
Climate change initiatives refer to efforts made by companies to reduce their carbon footprint
and mitigate their impact on global warming. For startups, this can include adopting renewable
energy sources, improving energy efficiency, and designing products and services that contribute
to a low-carbon economy.
Engaging in climate change

initiatives  helps  startups é
reduce operational costs, T
comply with regulations, and I

appeal to consumers and
investors who prioritize

. . . ENVIRONMENTAL SOCIAL GOVERNANCE
environmental sustainability.
Focuses on a company's Refers to the workplace Accounts for
environmental disclosure, mentality (e.g. diversity, compensation,
i . environmental impact, management, human shareholder rights, and
Key ACtlonS for Startups' and any efforts to reduce rights) as well as any the relationship between
- 1 1 . pollution or carbon relationships surrounding shareholders and
carbon FOOtprlntlng' emissions. the community (e.g. management.
! corporate citizenship
Measure your startup's Sl philxstropy)

carbon emissions to
understand and manage
your climate impact. Source: RobecoSAM, “Measuring Intangibles: CSA Methodology.”
- Emission Reduction
Targets: Set and pursue ambitious targets to reduce your greenhouse gas emissions.
- Sustainable Practices: Implement sustainable practices, such as remote work policies, green
office initiatives, and eco-friendly supply chain management.
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e Resource Depletion
Resource depletion concerns the unsustainable extraction and consumption of natural resources,
such as water, minerals, and fossil fuels. Startups can address this issue by adopting sustainable
resource management practices, ensuring that their operations do not contribute to the
depletion of the planet's finite resources. This includes using resources more efficiently, opting
for sustainable materials, and investing in recycling and circular economy models.

Key Actions for Startups:

- Efficiency Improvements: Optimize operations for better use of resources, reducing waste
and lowering costs.

- Sustainable Sourcing: Choose sustainable, renewable, or recycled materials for your products
and packaging.

- Circular Economy Principles: Design products and business models that promote reuse,
recycling, and the reduction of waste.

e Waste Management
Waste management involves the strategies and processes for reducing, managing, and disposing
of waste generated by a company's operations. Effective waste management practices help
startups minimize their environmental footprint, reduce pollution, and save on waste disposal
costs.

Key Actions for Startups:
- Waste Reduction Plans: Implement plans to minimize waste in your operations and supply
chain.
- Recycling Programs: Establish recycling programs for office waste, product packaging, and
materials used in your products.
- Composting and Biodegradable Materials: Use compostable or biodegradable materials
when possible and support composting for organic waste.
e Biodiversity
Biodiversity refers to the variety and variability of life on Earth, encompassing the protection of
ecosystems, species, and genetic diversity. Startups can contribute to biodiversity conservation
through responsible business practices that avoid habitat destruction, pollution, and
overexploitation of natural resources. Protecting biodiversity ensures the resilience of
ecosystems that provide essential services, from pollination and water purification to climate
regulation.

Key Actions for Startups:

- Impact Assessments: Conduct environmental impact assessments to understand and
mitigate your startup's effects on local ecosystems and biodiversity.

- Sustainable Land Use: Ensure that any land use by your startup maintains or enhances
natural habitats and biodiversity.

- Conservation Partnerships: Engage in partnerships with conservation organizations to
support biodiversity projects and adopt best practices in your operations.
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Social Criteria

The social pillar of ESG emphasizes a company's relationships with people and society at large. It
assesses how a company manages relationships with employees, suppliers, customers, and
communities. For startups, focusing on social criteria is crucial for building a strong brand
reputation, attracting talent, and fostering customer loyalty. Here's an in-depth look at the key
components:

e Employee Relations and Diversity
Employee relations and diversity encompass how a company supports, engages, and respects its
workforce, alongside its commitment to creating an inclusive and diverse work environment. This
involves fair treatment of employees, providing safe and healthy working conditions, and
promoting diversity and inclusion at all levels of the organization.

Key Actions for Startups:
Inclusive Hiring Practices: Implement unbiased hiring processes to build a diverse workforce.

- Employee Development and Engagement: Offer training and development opportunities,
and engage employees in decision-making processes.

- Workplace Safety and Well-being: Ensure a safe working environment and support employee
well-being through health and wellness programs.

e Community Relations
Community relations refer to the ways in which a company interacts with and contributes to the
communities where it operates. Positive community relations can enhance a company's
reputation, support market entry, and build a loyal customer base. For startups, engaging with
communities can take many forms, from philanthropy to volunteerism and local partnerships.

Key Actions for Startups:

- Community Engagement: Participate in community events and initiatives that align with your
company's values and goals.

- Social Impact Projects: Launch projects or partnerships that address local challenges and
contribute to community well-being.

- Local Support and Development: Support local economies through hiring, sourcing from local
suppliers, and investing in community development.

¢ Human Rights and Labor Standards
Human rights and labor standards are fundamental principles that ensure individuals' basic rights
are respected in the workplace. This includes prohibiting child labor, forced labor, discrimination,
and ensuring fair labor practices and working conditions. Startups must commit to upholding
these standards throughout their operations and supply chains.

Key Actions for Startups:

- Ethical Supply Chain Management: Conduct due diligence to ensure your suppliers adhere
to human rights and labor standards.

- Fair Labor Practices: Provide fair wages, reasonable working hours, and the right to collective
bargaining.

DOMINO Ventures

Eerste Weteringplantsoen 8, 1017SK Amsterdam / The Netherlands

E-mail: ventures@dominovc.com

www.dominovc.com 5



mailto:ventures@dominovc.com
http://www.dominovc.com/

DOMiINO

VENTURES

- Non-Discrimination Policies: Foster a workplace culture that actively prevents discrimination
and supports equality.

By prioritizing these social criteria, startups not only fulfill their ethical obligations but also

enhance their operational effectiveness and build stronger, more resilient businesses. A

commitment to social responsibility helps attract and retain talent, fosters customer loyalty, and

builds meaningful community relationships, all of which are critical components of long-term

success.

Governance Criteria

The governance pillar of ESG focuses on the way a company is run. It encompasses the internal
practices, controls, and procedures that decision-makers use to govern themselves, make
effective decisions, comply with the law, and meet the needs of external stakeholders. Good
governance is crucial for startups as it lays the foundation for sustainable growth, investor
confidence, and operational excellence. Here's a detailed look at the key governance criteria:

e Board Composition and Function
Board composition and function refer to the structure and practices of a company's board of
directors, ensuring that the board has the appropriate mix of skills, experiences, and diversity to
effectively oversee the company's strategy and operations. A well-composed board provides
leadership, guidance, and oversight, crucial for navigating the startup's strategic direction and
ensuring accountability.

Key Actions for Startups:

- Diverse and Independent Board Members: Aim for a diverse board in terms of gender,
ethnicity, experience, and skill sets to enrich decision-making processes.

- Clear Roles and Responsibilities: Establish clear roles, responsibilities, and expectations for
board members, including the development of committees (e.g., audit, risk management) to
oversee specific areas.

- Regular Evaluation: Implement regular performance evaluations of the board to ensure its
effectiveness and alignment with the startup's strategic goals.

e Audit Practices
Audit practices involve the processes and procedures for evaluating and improving the
effectiveness of a company's risk management, control, and governance processes. This includes
both internal audits, which are conducted by the company's own audit staff, and external audits,
which are performed by independent auditors. Effective audit practices help startups identify
operational inefficiencies, financial irregularities, and compliance issues.

Key Actions for Startups:

- Internal Controls: Develop robust internal controls to manage and mitigate risks.

- Transparency with Auditors: Maintain an open and transparent relationship with auditors,
providing them with all necessary information to conduct their audits effectively.

- Audit Committee: Establish an audit committee within the board to oversee the audit
process, ensuring integrity and accuracy in financial reporting.
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e Business Ethics
Business ethics encompasses the moral principles and standards that guide behavior in the world
of business. For startups, establishing a strong ethical foundation is crucial for building trust with
investors, customers, and employees. This includes adhering to laws and regulations, ensuring
fairness in operations, and engaging in ethical decision-making processes.

Key Actions for Startups:

¢ Code of Ethics: Develop and implement a code of ethics that outlines expected behaviors and
decision-making guidelines for all employees.

e Training and Awareness: Provide regular training to employees on ethical standards,
compliance, and how to handle ethical dilemmas.

o Whistleblower Policies: Implement whistleblower policies that protect employees who
report unethical behavior, ensuring they can do so without fear of retaliation.

e Transparency and Reporting
Transparency and reporting refer to the extent to which a company openly shares information
about its operations, financial performance, and ESG efforts. For startups, being transparent and
providing regular reports to stakeholders is essential for building trust, attracting investment,
and demonstrating accountability.

Key Actions for Startups:

e Regular and Clear Communication: Communicate regularly with stakeholders through
reports, updates, and meetings to keep them informed about the company's performance
and ESG initiatives.

e Compliance with Reporting Standards: Adhere to applicable reporting standards and
guidelines to ensure consistency and comparability of information.

o Stakeholder Engagement: Engage with stakeholders to understand their information needs
and respond to their inquiries promptly and transparently.

Good governance is the backbone of any successful startup, guiding it through its growth

trajectory while ensuring accountability, transparency, and ethical behavior. By focusing on these

governance criteria, startups can build a solid foundation for long-term success, attract investors
and partners, and establish a reputation for integrity and responsibility in the business
community.

Why ESG Matters for Startups

In today's world, businesses are not only evaluated on their financial performance but also on
their impact on the environment, society, and how they are governed. ESG criteria have become
a crucial part of assessing a company's risk and growth opportunities. The majority of start-ups
in the survey expressed the increasing importance of two key stakeholder groups when
implementing their ESG strategies: customers (32%) and employees (27%) were determined as
the key drivers for implementing ESG strategies, followed by investors (23%) and regulators (7%).
Adopting ESG principles is not just about compliance; it's about building a resilient, innovative,
and forward-thinking business that stands out.
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Key Stakeholders for ESG Implementation

32%
27%
23%
11%

Customers Employees Investors Regulators Other

Building a Sustainable Brand

In the competitive landscape of today's business world, startups face the challenge of not only
launching successful products or services but also establishing a brand that resonates with their
audience on a deeper level. This is where ESG (ESG) principles become a strategic asset. ESG
principles guide startups in adopting practices that ensure long-term sustainability, playing a
crucial role in differentiating brands in a crowded market. A Nielsen report found that 66% of
consumers are willing to pay more for sustainable brands, with 73% of global millennials
expressing a similar preference (Nielsen Global Corporate Sustainability Report). Below, we delve
into how building a sustainable brand through ESG principles can benefit startups.

e The Value of a Sustainable Brand
A sustainable brand is one that integrates ESG principles into its core operations, reflecting a
commitment to environmental stewardship, social responsibility, and ethical governance. This
commitment is increasingly important to consumers, employees, investors, and other
stakeholders who are looking for more than just financial performance when they decide which
companies to support.

o Differentiation in the Marketplace
In a market flooded with choices, startups that successfully communicate their commitment to
ESG principles stand out. Consumers are increasingly making purchasing decisions based on their
values, favoring companies that demonstrate a genuine commitment to sustainability and social
responsibility. By embedding ESG principles into your brand, you can differentiate your startup
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as one that not only offers innovative solutions but also contributes positively to the world.

Products that make ESG-related claims have achieved

disproportionate growth.
Retail sales growth, US, CAGR 2018-2022, %

Product without ESG-related claims

According to data provided by Mckinsey & Company, approximately 18% more than would have been
predicted given their standing at the start of the five-year period, products with ESG-related claims
accounted for 56% of all growth over the past five years. These products averaged 28% cumulative growth
over the period, compared to 20% for products without such claims. As the accompanying chart illustrates,
in terms of CAGR, products including ESG-related claims outperformed those without by 1.7 percentage
points, which is noteworthy in the context of an established and moderately expanding market. As a
result, products with ESG-related claims currently make up over half of all retail sales in the areas that
were studied (2023).

e Attracting Conscious Consumers

The rise of the conscious consumer, who prefers products and services from socially and
environmentally responsible companies, has made ESG a crucial element of brand strategy. A
sustainable brand attracts these consumers by aligning with their values, leading to increased
customer loyalty and a stronger brand reputation. This loyalty is not just beneficial for repeated
business but also for generating positive word-of-mouth, which is invaluable for startups looking
to grow their presence in the market.

e Enhancing Brand Loyalty and Trust

A sustainable brand fosters trust by demonstrating transparency and accountability in its
operations. When consumers see that a startup is making a real effort to address environmental
and social issues, and is governed by ethical practices, they are more likely to develop a deep
sense of loyalty to the brand. This trust is fundamental in today’s market, where skepticism about
corporate motives is high. ESG-focused startups can leverage this trust to build a loyal customer
base that believes in the brand's mission and values.
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e Driving Innovation and Long-term Growth
Adopting ESG principles encourages innovation by challenging startups to find sustainable
solutions to traditional problems. This can lead to the development of unique products, services,
and business models that not only meet current consumer needs but also anticipate future
market trends. Moreover, a commitment to sustainability can help startups identify and mitigate
potential risks earlier, ensuring long-term growth and stability.

¢ Building a Resilient Brand
Sustainability is often linked with resilience. By focusing on ESG principles, startups can build
brands that are not only resilient in the face of environmental and social challenges but are also
capable of thriving in an evolving regulatory landscape. This resilience attracts investors and
partners looking for sustainable investment opportunities, further fueling the startup's growth.

Regulatory Compliance and Risk Management

For startups, navigating the complex web of regulations while managing various risks is a critical
component of sustainable growth and operational success. The integration of ESG (ESG) criteria
into a startup's strategic planning is increasingly recognized not just as a matter of compliance or
risk avoidance, but as a proactive strategy to harness opportunities and drive innovation. This
section delves into how understanding and adhering to ESG criteria can empower startups to
effectively navigate regulatory landscapes and mitigate risks from the outset.

e Navigating the Regulatory Landscape

The global regulatory environment is becoming increasingly stringent with a growing focus on
sustainability, corporate responsibility, and transparency. Regulations may vary significantly
across regions and industries, but there is a clear trend towards requiring businesses to adhere
to higher standards of environmental protection, social responsibility, and governance
transparency. The EU's Sustainable Finance Disclosure Regulation (SFDR) requires financial
market participants to disclose their sustainability practices, reflecting a broader trend of
increasing regulatory requirements around ESG issues. Startups that align with ESG principles
early on can navigate these regulations more effectively.

Key Benefits for Startups:

- Preemptive Compliance: By integrating ESG principles, startups can stay ahead of regulatory
changes and ensure compliance proactively, avoiding the costs and disruptions associated
with regulatory breaches.

- License to Operate: Demonstrating a commitment to ESG can smooth the way for obtaining
necessary licenses and permits, especially in industries or regions where environmental and
social impacts are a concern.

- Competitive Advantage: Compliance with ESG-related regulations can differentiate a startup
from competitors, making it more attractive to customers, investors, and partners who value
corporate responsibility.
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e Mitigating Risks
ESG integration goes beyond compliance, offering startups a framework to identify, assess, and
manage a broad spectrum of risks. This proactive approach to risk management can protect
startups from potential pitfalls that could jeopardize their operations, reputation, and financial
stability.

Environmental Risks:

- Operational Impacts and Costs: Startups can mitigate environmental risks by adopting
sustainable practices that reduce waste, improve energy efficiency, and lower carbon
footprints, leading to operational savings and resilience against resource scarcity and price
volatility.

- Regulatory and Legal Risks: Comprehensive environmental strategies help startups
anticipate and adapt to regulatory changes, reducing the risk of penalties, legal action, and
reputational damage.

Social Risks:

- Workforce Management: By fostering inclusive, diverse, and equitable workplaces, startups
can attract and retain talent, reduce turnover costs, and enhance team productivity and
innovation.

- Community and Stakeholder Relations: Engaging with communities and stakeholders helps
startups build goodwill, mitigate the risk of conflicts, and strengthen their social license to
operate.

Governance Risks:

Ethical Failures and Mismanagement: Strong governance structures and practices, including
ethical business conduct, robust financial controls, and transparent reporting, protect
startups from fraud, corruption, and mismanagement, safeguarding the company's
reputation and financial health.

Decision-making and Oversight: Effective governance ensures that strategic decisions are
made with due diligence and oversight, reducing the risk of costly mistakes and enabling agile
responses to market changes.

Benefits and Advantages of ESG for Startups

Enhanced Brand Loyalty and Customer Engagement

In the modern marketplace, where consumers are bombarded with endless choices, establishing
a strong, loyal customer base is more crucial than ever for startups. Engagement in ESG (ESG)
practices has emerged as a powerful strategy for achieving this goal. Startups that commit to ESG
principles often find that this commitment not only elevates their brand value but also fosters a
deeper connection with their customers. Below, we explore how ESG practices enhance brand
loyalty and customer engagement, providing tangible benefits for startups.

e Aligning Values with Consumer Expectations
Today's consumers are increasingly values-driven, seeking out brands that align with their
personal beliefs and aspirations, especially regarding environmental protection, social justice,
and ethical conduct. Startups that actively engage in ESG practices tap into these consumer
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expectations, attracting customers who are not just interested in what a company sells but also
in what it stands for.

Actionable Insight: Clearly communicate your startup's mission and how your products or
services contribute to positive environmental and social outcomes.

e Leveraging Social Proof
In the age of social media, consumers are influenced by the opinions and actions of their peers.
Startups with strong ESG commitments often benefit from positive social proof, as satisfied
customers are more likely to share their experiences and advocate for the brand. This organic
advocacy amplifies brand visibility and credibility, attracting new customers and reinforcing
loyalty among existing ones.

Actionable Insight: Encourage your customers to share their experiences and the impact of
their purchases on social media, creating a community of brand advocates.

Improved Employee Satisfaction and Retention

In an increasingly competitive talent market, startups face the challenge of not only attracting
but also retaining high-quality employees. Companies that prioritize ESG (ESG) practices are
discovering that these efforts significantly contribute to improved employee satisfaction and
retention. A focus on ESG demonstrates a company's commitment to values beyond profit,
fostering a positive workplace culture that resonates with current and prospective employees.
Here’s how ESG-focused practices play a pivotal role in enhancing employee satisfaction and
retention:

e Fostering a Sense of Purpose
Employees today are looking for more than just a paycheck; they want their work to contribute
to positive change in the world. ESG-focused companies provide a sense of purpose by aligning
their operations with broader environmental and social goals. Working for a company that
actively contributes to sustainability, champions social causes, or upholds high standards of
governance gives employees a sense of pride and fulfillment in their jobs.

Actionable Insight: Regularly communicate with employees about how their work
contributes to the company’s ESG goals and the impact these efforts have on the world.

e Creating an Inclusive and Diverse Workplace
Diversity and inclusion are critical components of the social aspect of ESG. A workplace that
values and promotes diversity in all its forms (including race, gender, sexual orientation, and
disability) fosters an environment where all employees feel valued and respected. This inclusivity
boosts employee morale and engagement, as team members feel more connected to their
workplace and confident in expressing their ideas and perspectives.

Actionable Insight: Implement diversity and inclusion training programs and establish clear
policies and goals related to diversity, ensuring they are actively practiced and monitored.
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e Offering Development and Growth Opportunities
Companies focused on ESG principles are often forward-thinking, not just in their external
initiatives but also in how they manage and develop their talent. By offering opportunities for
professional development and growth, companies can increase employee satisfaction and
retention. Employees who feel they are growing in their roles and have clear pathways for
advancement are more likely to remain committed to the company.

Actionable Insight: Develop a comprehensive employee development program that includes
mentorship, training, and opportunities for advancement within the company.

e Promoting Work-Life Balance
Work-life balance is increasingly important to employees, especially in the context of the social
criteria within ESG. Companies that recognize the importance of their employees' well-being and
promote a healthy work-life balance are more likely to retain their workforce. Flexible working
arrangements, mental health support, and policies that encourage time off demonstrate a
company’s commitment to its employees' overall well-being.

Actionable Insight: Offer flexible working arrangements, such as remote work options or
flexible hours, and support initiatives that promote mental health and well-being.

Access to Capital

In an evolving financial landscape where sustainability and responsibility are becoming
paramount, startups with strong ESG (ESG) propositions are increasingly finding themselves at
an advantage when it comes to securing funding. Investors, from venture capitalists to
institutional funds, are now more inclined to allocate capital to businesses that demonstrate not
just financial viability but also a commitment to ESG principles. This shift reflects a broader
understanding that responsible businesses are likely to offer sustainable long-term returns and
are less prone to risks associated with environmental, social, or governance failures. Here’s how
a strong ESG proposition enhances a startup's access to capital:

e Aligning with Investor Priorities
Investors are increasingly integrating ESG criteria into their investment analysis to identify
companies with sustainable business models. Startups that can demonstrate a strong ESG
proposition align themselves with these investor priorities, making them more attractive
investment opportunities. By showing potential for sustainable growth and resilience against
ESG-related risks, these startups can appeal to a broader range of investors looking to contribute
to a positive societal impact alongside financial returns.

Actionable Insight: Clearly articulate your startup's ESG goals, strategies, and achievements
in pitch decks and investor communications to highlight alignment with investor priorities.

e Mitigating Risk and Enhancing Returns
Investors recognize that startups with robust ESG practices are better positioned to mitigate risks
associated with environmental regulations, social unrest, and governance scandals. Such startups
are perceived as less risky investments, as they are proactive in addressing potential challenges
that could impact their operations and reputation. Moreover, by leveraging ESG principles to
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innovate and tap into new markets, startups can unlock new avenues for growth, enhancing their
potential returns for investors.

Actionable Insight: Conduct and share comprehensive risk assessments that detail how your
ESG initiatives mitigate specific risks and contribute to sustainable growth.

e Accessing Specialized Funding Opportunities
There is a growing pool of specialized funding dedicated to supporting businesses with strong
ESG credentials, including green bonds, social bonds, and sustainability-linked loans. These
financial instruments often offer favorable terms, such as lower interest rates or flexible
repayment options, for projects that have a positive environmental or social impact. Startups
with a clear ESG proposition can tap into these funding sources, broadening their access to
capital.

Actionable Insight: Explore funding opportunities specifically designed for ESG-focused
projects and tailor your funding applications to highlight how your startup meets the criteria.

e Building Credibility and Trust
A commitment to ESG principles can significantly enhance a startup's credibility and trust with
potential investors. By adopting transparent reporting practices and demonstrating
accountability in their ESG efforts, startups can build confidence among investors in their
management team and business model. This trust is crucial for attracting investment, as investors
are more likely to fund businesses that they believe are managed ethically and responsibly.

Actionable Insight: Implement transparent ESG reporting and engage in open dialogues with
potential investors about your startup's ESG journey and future plans.

e Leveraging ESG for Competitive Advantage
Startups that effectively integrate ESG principles into their core operations and value proposition
can differentiate themselves in a crowded market. This differentiation can be a compelling factor
for investors seeking unique investment opportunities with the potential to disrupt traditional
industries and create new market trends. By positioning themselves as ESG leaders, startups can
capture the attention of investors looking for businesses that are not just viable but visionary.

Actionable Insight: Highlight how your startup's ESG initiatives give it a competitive edge,
such as through innovative sustainable technologies or models that address unmet social
needs.

Innovation and Market Opportunities

The integration of ESG criteria into the strategic planning of startups not only serves as a
framework for responsible business practices but also acts as a catalyst for innovation and the
discovery of new market opportunities. By prioritizing ESG principles, startups are compelled to
rethink traditional business models, explore sustainable solutions, and tap into emerging
consumer demands for responsible products and services. This section explores how ESG
encourages innovation and opens up new avenues for growth and differentiation in the
marketplace.
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e Driving Sustainable Innovation

The environmental aspect of ESG challenges startups to develop solutions that reduce waste,
lower carbon emissions, and enhance resource efficiency. This push towards sustainability often
leads to innovative products, services, and processes that can offer startups a competitive edge.
For instance, leveraging renewable energy technologies, developing sustainable materials, or
creating circular economy models not only addresses environmental concerns but also sets the
stage for breakthrough innovations that can redefine industries.

Actionable Insight: Invest in research and development (R&D) focused on sustainability to
explore new materials, technologies, and processes that reduce environmental impact and
offer unique value propositions to customers.

e Meeting Social Demands and Creating Impact

The social component of ESG emphasizes the importance of addressing societal challenges such
as inequality, health and safety, and community engagement. Startups that focus on creating
positive social impact through their products, services, or business models can tap into growing
consumer and investor interest in companies that contribute to the greater good. This can open
up new markets and customer segments that are particularly passionate about social issues,
providing startups with a loyal customer base and enhanced brand value.

Actionable Insight: Develop products or services that address social issues, such as improving
access to education, healthcare, or financial services, and communicate the impact of these
initiatives to engage with socially conscious consumers and investors.

e Leveraging Governance for Trust and Transparency
Good governance practices, including transparency, accountability, and ethical behavior, are
foundational to building trust with stakeholders. Startups that excel in governance can leverage
this trust to foster innovation in several ways. Firstly, transparent operations and ethical practices
can attract talented individuals who are looking for workplaces that align with their values.
Secondly, strong governance structures can facilitate more effective decision-making and risk
management, enabling startups to pursue innovative projects with confidence.

Actionable Insight: Implement robust governance practices, such as ethical guidelines,
transparent reporting, and stakeholder engagement processes, to build a culture of trust and
accountability that supports innovative thinking.

Implementing ESG in Your Startup

Businesses that have strong ESG policies typically take them into account right away and include
responsibility and measurement into every aspect of their operations. In a survey was held by World
Economic forum in 2023, the vast majority of the start-ups (68%) incorporated ESG into their business
plan from the beginning of their operations. Even while the majority of the companies examined are
probably purpose-driven, which is in line with the Forum's goal of improving global conditions, a sizable
portion of enterprises nonetheless started out with these issues in mind. Due to the significant
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likelihood of failure for start-up
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Starting with a Strong ESG Strategy

Developing a strong ESG strategy is a critical step for startups aiming to integrate sustainability
and responsible practices into their core operations. An effective ESG strategy aligns with the
startup's mission and objectives, guiding decision-making and actions that contribute to long-
term success and positive impact. Here is a comprehensive guide on how to develop an ESG
strategy that supports your startup's goals and responds to stakeholder expectations.

e Understand Your Baseline
Before you can set goals and strategies, it's essential to understand where your startup currently
stands in terms of ESG practices. This involves conducting a thorough assessment of your
operations, supply chains, and business model to identify the ESG factors that are most relevant
and impactful.

Actionable Insight: Perform an ESG assessment to identify current practices, gaps, and areas
for improvement. This may involve internal audits, stakeholder surveys, and reviewing
industry standards.

e Align ESG with Your Mission and Objectives
Your ESG strategy should be a natural extension of your startup's mission and objectives,
reinforcing your core values and long-term vision. This alignment ensures that ESG initiatives are
not seen as separate or ancillary efforts but are integral to the business's overall strategy and
success.

Actionable Insight: Clearly define how each element of your ESG strategy supports your
startup's mission and long-term objectives. For instance, if your mission involves innovation
in sustainable technology, your environmental strategy should focus on minimizing the
ecological footprint of your products and operations.
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e Set Clear, Achievable Goals

With a solid understanding of your baseline and an alignment with your mission, the next step is
to set specific, measurable, achievable, relevant, and time-bound (SMART) goals for your ESG
initiatives. These goals should challenge your startup to make meaningful progress while still
being attainable.

Actionable Insight: Set SMART goals for each pillar of ESG, such as reducing carbon emissions
by a certain percentage within five years or achieving a specific diversity target within your
workforce by a certain date.

e Develop Strategies and Action Plans
For each ESG goal, develop a detailed strategy and action plan that outlines the steps needed to
achieve the goal, the resources required, and the stakeholders involved. This plan should also
include milestones for tracking progress and mechanisms for addressing challenges or setbacks.

Actionable Insight: Create action plans that detail specific initiatives, such as launching a
recycling program, implementing a supplier code of conduct, or establishing a diversity and
inclusion committee. Assign responsibilities and deadlines to ensure accountability.

Integrate ESG into Operations and Culture

An ESG strategy can only be successful if it is fully integrated into the startup's operations and
culture. This means embedding ESG considerations into daily decision-making processes,
encouraging employee engagement, and fostering a culture that values sustainability and
responsibility.

Actionable Insight: Develop policies and procedures that incorporate ESG criteria into
operational decisions, from product development to procurement. Promote a culture of
sustainability and responsibility through training, communication, and incentives that
encourage ESG-aligned behaviors.

Monitor, Measure, and Report

Continuous monitoring and measurement of your ESG initiatives are crucial for understanding
their impact and effectiveness. Regular reporting on your progress not only demonstrates
transparency and accountability but also provides opportunities for reflection and adjustment.

Actionable Insight: Establish metrics and key performance indicators (KPIs) for measuring
ESG progress. Regularly report these findings to stakeholders through annual sustainability
reports, website updates, or stakeholder meetings.

Engage with Stakeholders

Stakeholder engagement is a critical component of a successful ESG strategy. Regularly
communicating with employees, customers, investors, and community members helps to build
support, gather feedback, and identify new opportunities for ESG initiatives.

Actionable Insight: Implement mechanisms for ongoing stakeholder engagement, such as
surveys, focus groups, and community forums. Use these platforms to gather feedback,
communicate progress, and adjust your ESG strategy as needed.
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Developing a strong ESG strategy is an iterative process that requires commitment, transparency,
and engagement. By aligning ESG initiatives with your startup's mission and objectives, setting
clear goals, and integrating sustainability and responsibility into every aspect of your operations,
you can build a resilient, competitive, and impactful business.

ESG Reporting and Metrics

Effective ESG (ESG) reporting and the use
of recognized metrics are vital for startups
to communicate their sustainability and
responsibility efforts transparently. ESG
reporting provides insights into a
company's impact on the environment and

society, as well as its governance practices. 7-Step
It also helps startups to track progress, SG
identify areas for improvement, and [1]53 _ 03
demonstrate commitment to Sreduction Iﬁgg;tlsr;g Your Data
stakeholders. Here's a guide on how to ,@
measure and report ESG performance 05 04
effectively. ESG Report Messaging

Design
Understanding ESG Metrics and =
Standards

ESG metrics are quantitative measures

used to assess a company's performance in various ESG aspects. These metrics should be
relevant, reliable, and comparable. Recognized ESG reporting standards, such as the Global
Reporting Initiative (GRI), the Sustainability Accounting Standards Board (SASB), and the Task
Force on Climate-related Financial Disclosures (TCFD), provide frameworks and indicators that
help ensure consistency and comparability of ESG reporting.

Actionable Insight: Familiarize yourself with the most relevant ESG reporting standards for
your industry and decide which framework aligns best with your startup's goals and
stakeholder expectations.

Setting Up ESG Reporting Framework

Once you've selected the appropriate ESG standards for your startup, the next step is to establish
an ESG reporting framework tailored to your company's size, sector, and sustainability goals. This
framework should outline the scope of your reporting, the metrics you'll track, and the processes
for data collection and analysis.

Actionable Insight: Create an ESG reporting template that includes categories and metrics
from the chosen standards. Ensure this template is adaptable to your startup's specific
context and growth trajectory.
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Collecting and Analyzing ESG Data

Effective ESG reporting is based on accurate and reliable data. Startups need to establish robust
systems for collecting data across all relevant ESG dimensions. This may involve internal data
management systems, surveys, and audits, as well as collaboration with suppliers and partners
to gather necessary information.

Actionable Insight: Implement data collection processes that ensure consistency, accuracy,
and timeliness of ESG data. Consider using software tools that facilitate ESG data
management and analysis.

Reporting on ESG Performance

With the data collected, startups can compile ESG reports that not only highlight their
achievements but also transparently address areas of challenge and improvement. ESG reports
should be clear, concise, and accessible to all stakeholders, providing a balanced view of the
company's ESG performance.

Actionable Insight: Publish annual ESG reports that follow the selected reporting framework.
Include case studies, stories, and visuals to make the report engaging and informative.

Leveraging ESG Reporting for Continuous Improvement

ESG reporting is not just about compliance or stakeholder communication—it's also a tool for
continuous improvement. By regularly reviewing ESG performance, startups can identify trends,
benchmark against peers, and set targeted initiatives for enhancing their ESG impact.

Actionable Insight: Use ESG reports to set goals for the next reporting period. Engage teams
across the organization in discussions on how to address gaps and capitalize on strengths.

Engaging Stakeholders with ESG Reports

Effective ESG reporting involves engaging with stakeholders throughout the reporting process.
This engagement helps ensure that the reports are relevant, meet stakeholder needs, and
support informed decision-making.

Actionable Insight: Share your ESG reports with stakeholders through various channels (e.g.,
company website, investor meetings, social media) and solicit their feedback to improve
future reports.

Staying Up-to-date with ESG Reporting Trends

ESG reporting practices and standards are evolving rapidly. Staying informed about the latest
trends and developments in ESG reporting can help startups ensure their reporting remains
relevant and aligned with best practices.

Actionable Insight: Participate in ESG forums, workshops, and networks. Monitor updates
from ESG reporting standards organizations and adapt your reporting practices accordingly.

By establishing a robust ESG reporting and metrics system, startups can effectively communicate
their commitment to sustainability and responsibility, track their progress, and identify

DOMINO Ventures

Eerste Weteringplantsoen 8, 1017SK Amsterdam / The Netherlands

E-mail: ventures@dominovc.com

www.dominovc.com 19



mailto:ventures@dominovc.com
http://www.dominovc.com/

DOMiINO

VENTURES

opportunities for improvement. This transparency not only builds trust with stakeholders but
also enhances the startup's reputation and competitive advantage.

Cross-Stakeholder Engagement Strategies

Beyond engaging with each stakeholder group individually, consider strategies that foster cross-
stakeholder interaction and collaboration on ESG issues.

- Integrated Reporting: Develop integrated reports that encompass financial and ESG
performance, providing a holistic view of your startup's impact and value creation for all
stakeholders.

- Stakeholder Panels: Establish a multi-stakeholder panel to review and provide feedback
on your ESG strategy and reporting. This can offer diverse perspectives and enhance the
credibility of your ESG efforts.

- Collaborative Projects: Initiate projects that bring together employees, customers,
investors, and community members to address specific ESG challenges. This collaborative
approach can generate innovative solutions and strengthen stakeholder relationships.

- Digital Platforms: Utilize digital platforms and social media to facilitate ongoing dialogue
with and between stakeholders. Share regular updates on ESG initiatives, invite ideas and
feedback, and celebrate successes together.

- Engaging stakeholders in your startup's ESG efforts requires a strategic and inclusive
approach. By actively involving employees, investors, customers, and the community, you
can ensure that your ESG initiatives are relevant, impactful, and supported by those they
affect most. Effective stakeholder engagement not only enhances the success of your ESG
efforts but also contributes to building a resilient, sustainable, and trusted brand.

Case Studies

Case Study 1: Lumian Energy

Industry: Clean Energy

ESG Focus: Social and Environmental Impact through

s
Renewable Energy Solutions LU m ' G n

Overview: Lumian Energy provides affordable,
renewable  energy solutions to underserved
communities, focusing on solar technology.

ESG Initiatives:
- Developed a scalable model for deploying solar energy systems in remote areas,
improving access to clean energy.
- Implemented a training program for local residents, creating jobs and empowering
communities with the skills to maintain and manage solar installations.
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Impact:
- Brought renewable energy to over 50,000 people in remote communities, significantly
improving their quality of life.
- Created over 200 local jobs, driving economic growth and sustainability in the
communities served.

Case Study 2: NjoyKidz
@

Industry: EdTech

ESG Focus: Social Impact through Education n oy
Overview: NjoyKidz offers educational apps and u

tools designed to make learning accessible and

fun for children worldwide, with a focus on

inclusivity.

ESG Initiatives:
- Developed a range of educational content tailored to children with learning disabilities,
promoting inclusivity and accessibility.
- Partnered with NGOs to provide free access to their educational tools in underprivileged
communities.
Impact:
- Improved educational outcomes for over 10,000 children with learning disabilities within
the first year of the initiative.
- Received recognition and awards for social impact, enhancing brand reputation and user
base growth.

Case Study 3: GoDays
Industry: HR Tech / Wellness & Productivity

ESG Focus: Social Impact through Employee Well-being and
Mental Health

Overview: GoDays leverages Al-driven analytics to predict and

prevent employee burnout, enhancing well-being through

ongoing sentiment analysis and internal data collaboration. The

platform offers employers insights into their teams' emotional GODays
health, enabling proactive measures to foster a supportive work

environment.

ESG Initiatives:

o Developed a sophisticated Al algorithm to analyze various internal communication channels
and identify early signs of employee stress or burnout, allowing for timely intervention.

o Utilized data insights to tailor wellness programs to the specific needs of employees, focusing
on mental health support, work-life balance, and professional development opportunities.
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¢ Implemented a continuous feedback loop where employees can share their experiences and
suggestions anonymously, promoting a culture of openness and mutual support.

Impact:

e Companies using GoDays reported a significant decrease in employee burnout rates, with a
40% reduction in stress-related absences within the first year of implementation.

e Surveys conducted among clients showed a marked improvement in employee satisfaction
and engagement, attributed to the proactive wellness support facilitated by GoDays.

e By addressing well-being proactively, companies observed an increase in overall productivity
and a decrease in turnover, underscoring the link between employee health and
organizational performance.

Assessment:

These case studies demonstrate how startups across different industries can integrate ESG
principles to drive positive ESG outcomes. Each company's approach to ESG is aligned with its
core business, highlighting the importance of authenticity and strategic alignment in ESG efforts.
The impacts range from environmental benefits and social improvements to enhanced
governance and ethical practices, illustrating the comprehensive value that ESG integration can
bring to startups, their stakeholders, and the broader community.

Conclusion

The integration of ESG (ESG) principles into the fabric of a startup is far more than a fleeting
trend—it represents a fundamental shift towards a more sustainable, ethical, and resilient way
of conducting business. Throughout this guidebook, we have explored the multifaceted benefits
of ESG, from enhancing brand loyalty and attracting investment to fostering innovation and
ensuring regulatory compliance. These elements are not just individual advantages but are
interconnected facets that together construct a solid foundation for any startup aiming for long-
term success and impact. As startups embark on their ESG journey, it's crucial to recognize that
this is not a one-time task but a continuous process of growth, learning, and adaptation. The
initial steps outlined in this guidebook are just the beginning. As your business evolves, your ESG
initiatives should also expand and deepen, reflecting the growing complexities of your operations
and the changing expectations of your stakeholders.
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