
ESG 101
The what, who, why, and  
how of ESG



The context: Climate change accountability
In 2015, 196 parties signed the Paris Agreement with the goal of limiting global warming below 2 degrees celsius, 
strengthening the global response to the climate change threat. This agreement also enables countries to handle 
the changes brought about by global warming with appropriate financial flows, new technologies, and an 
enhanced capacity-building framework. Though each country has set its own goals, these goals mark the 
beginning of a global collective to manage the changes that are sure to come.


Following the COVID-19 crisis, countries are rebuilding their economies. This need to rebuild is an opportunity to 
shift to more sustainability and resilience. The UN Secretary-General has proposed several climate-positive 
actions for governments to take as they look to rebuild their countries.

Investing in businesses with

a focus on the decarbonization  
of economies

Ending subsidies for fossil fuels, 
forcing polluters to pay for their 
pollution, and investing more

in sustainable solutions

Focus on creating  
green jobs with sustainable  
and inclusive growth

Confronting all

climate risks

Building green economies  
that make society and people 
more resilient while creating 
fairness for all

Working together to  
address the challenges of 
climate change

Changing the trajectory of the CO2 levels in the atmosphere is absolutely critical to overcoming the growing 
threat. The world must work together to take the necessary steps to offset rising greenhouse gas emissions and 
slow the progress of climate change. Accountability is an important part of achieving these goals and that’s  
why ESG and reporting frameworks have been developed.
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What is ESG?

Environmental, Social, and Governance (ESG) is a criterion 
for evaluating a company’s operations in regards to socially 
conscious policies. Investors use these standards to screen 
companies for potential investment opportunities. 
Environmentally, investors will look at how they are working 
to offset their carbon footprint and evaluating the efforts 
being made to reach net-zero emissions. Socially, investors 
take into consideration how a company manages its 
relationship with employees, customers, suppliers, and their 
community. Lastly, they examine the governance of a 
company, including executive pay, shareholder rights, 
internal controls, and audits.



Why ESG is necessary
This new criterion helps investors to look at more than just a company’s financial performance and hold 
companies accountable for their responsibility to something greater than profits. With this kind of scrutiny in 
place, businesses will be forced to take action and make the right decisions in regards to the environment, their 
community, and how they run their company. Policies and regulations will soon follow, but an enormous amount 
of investor dollars are being funneled to companies that are able to prove this responsibility.

As of 2021...

$65T
in investment funds  
are managed by investors  
in Climate Action 100+

90%
of investors evaluate  
ESG Factors

77%
of investors plan to focus 
more on risks associated  
with climate change

392
exchange-traded  
and open-ended funds 
in the US considered  
ESG issues as a central 
part of the Investment

ESG reporting is already a critical part of a company’s value and future prospects. Its importance will

continue to grow as pressure for climate action mounts. Businesses that have not already started taking

action to report on the ESG aspects of their operations will likely soon be forced to incorporate it into

their models.

How do we tackle the E in ESG?


Though all of it matters, the environmental aspect of ESG is arguably the most important and, unfortunately, can 
be the most difficult to report on. The data for scope one, two, and three emissions are scattered — being fed to 
companies through various disparate sources. It’s not always an easy task, but it is critical that businesses 
establish a process for collecting and analyzing this information.


Currently, most companies use one of these methods to aggregate their data.


 “Optical Character Recognition” is a technology that recognizes text within a digital image or a 
scanned document. It enables easier interpretation of a physical paper document that has been converted to an 
accessible electronic version. OCR can be very helpful in collecting data for reporting on scope one and two 
emissions but it requires ongoing maintenance as well as human intervention to achieve accuracy. OCR will also 
deliver data in a format that can be hard to understand.


 This software is programmed to sift through databases and extract information using bots, 
some of which are customizable. Using pre-built web scraping tools — or even building your own — comes with 
its own challenges. About 20% of automated utility logins will fail over the course of a year, simply due to website 
changes or missing accounts. Maintaining these tools costs up to $6,000 per provider per year.


 Hiring employees to manually input data is another option. This is the usual standby for data 
collection but relying on people can lead to delays, especially in times of disruption like the pandemic. On 
average, manually entered data also carries one error for every three to five bills entered. Relying on teams of 
data entry employees is also difficult to scale if utility bill volume increases.

OCR software:

Web scraping tools:

Manual data entry:
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There is a cost to using these methods and it’s not just a dollar amount, it’s also time and resource allocation. 
When companies operate from bad data, it can cost anywhere between 15%-25% of their revenue. Even with 
seemingly low-cost options, there are hidden costs that may not be considered. 

Arcadia is focused on the “E” in ESG; companies follow GHG Protocol guidelines around carbon 
requirements, which are broken into three scopes based on level of control

SCOPE 1

Direct Emissions
from owned or controlled sources — 
such as furnaces, boilers, onsite 
generation, or fleet vehicle

 Fuel combusio

 Owned transpor

 Process emission

 Fugitive emissions

SCOPE 2

Indirect Emissions
from the generation of purchased 
electricity from the grid. Reporting and 
mitigation required for all companies per 
GHG Protocol and SBT

 Purchased electricit

 Purchased hea

 Purchased stea

 Purchased cooling

SCOPE 3

Indirect Value Chain Emissions
that occur in the value chain, including 
upstream and downstream activities. 
Divided into 15 categories, and for most 
companies the biggest sources are 
purchased goods and services and the 
use of sold products

 Purchased materials and fuel

 Transport-related activitie

 Waste disposa

 Leased assets, franchising, and 
outsourcin

 Sold goods & services (and use of

 Investments

Why is utility data critical?


As many set effective strategies for achieving sustainability goals, and companies and countries strive to 
support climate action efforts, utility data is emerging as a crucial piece. This data helps to establish a baseline, 
measure progress, and accomplish objectives.


Automated access to monthly energy, water, and gas consumption data is a critical part of powering accurate 
and consistent reporting for the ‘E’ in ESG. In addition to providing accurate metrics for progress, the line-item 
detail of usage, spending, and tariffs provided on a digital utility bill can confidently pinpoint the highest priority 
areas for renewables and prove ROI over time. This insight is critical for achieving sustainability and energy goals. 
With a secure process in place, companies can trust in the longevity of their efforts to support climate action.

Power your ESG and sustainability goals


Accurate data is essential for reporting the environmental impact of any company’s footprint. Without a reliable 
stream of good quality data, sustainability initiatives will be difficult to measure and even harder to achieve. As 
the world continues to work toward net-zero emissions, it’s imperative the insights gleaned provide the right 
path forward. Companies, employees, consumers, and the world can’t wait.


Thanks to our recent acquisition of Urjanet, the Arc platform will be able to provide the precise energy data 
companies need to address their sustainability goals and ESG reporting. Contact us today to learn more about 
Arc’s capabilities and get the data you need to start measuring progress. 
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CONTACT US
Get in touch to see how Arc can help you with ESG reporting and more: 
enterprise@arcadia.com

READ MORE FROM ARCADIA
"Why ESG is broken — and how to fix it," 
Nancy Hersh, CDO

"Climate is eating the world: Why every 
company needs to think like a climate  
tech company,"  
Kiran Bhatraju, Founder & CEO
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Join us in our mission and find out how you or your business can help achieve the vision of a 100% zero-carbon future at 
arcadia.com. To learn more about integrating Arc, contact our team at enterprise@arcadia.com.
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