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[bookmark: _Toc94190410]Abstract
Electricity generation is a critical aspect of modern life. While the UK imports energy from other countries, it remains responsible for 120 million tonnes of oil equivalent (IEA, 2019). This report discusses the approach of companies within this sector to sustainability reporting and the practices that come because of this. Business strategies and stakeholder relationships are core areas of analysis throughout the research. This report focusses its evaluations on the activities of Drax Group, SSE, and EDF Energy; three of the most prominent energy generation companies in the UK. Its findings suggest that a variety of frameworks are used at different levels, including the SDGs and the UN Global Compact. The report concludes with the suggestion that the electricity generation sector recognises the importance of sustainability within their operations, however the response of companies to the 2008 Climate Change act cannot yet be described as widespread and significant. 
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1. [bookmark: _Toc94190411] Introduction

This report will analyse sustainability concerns and business responses within the United Kingdom (UK) electricity generation sector. It will achieve this through firstly evaluating the opportunities and constraints for sustainability, specifically focussing on stakeholder relationships and business strategies. It will then discuss the current approaches to sustainability reporting within the sector before making recommendations as to how the sector could improve in this area.  
2. [bookmark: _Toc94190412] Sector Opportunities and Constraints for Sustainability Management 

The UK electricity generation sector is responsible for producing the electricity that is used across the region. There are a variety of sources of electricity used in the UK, including gas-firing, coal-firing and renewable sources (Griffin, 2020). While there has been a recent increase in imported energy, the UK still produced 120 million tonnes of oil equivalent in 2017 (IEA, 2019). That IEA (2019) report also states that 40% of the electricity generated comes from oil and 30% from natural gas.
This first section of the report will discuss the opportunities and constraints for sustainability management within the sector, primarily focussing on stakeholder relationships and business strategies. Environmental responsibility is the prominent issue in the sector due to the large amount of emissions that it currently produces (Sithole et al., 2016). The opportunities and constraints revolve predominantly around the organisation’s stakeholders, and the strategies that they use to provide value to the stakeholders that they feel are most important.
2.1. [bookmark: _Toc94190413]Stakeholder/Partnership Analysis 

Matten and Crane (2005) discuss how incorporating a wider variety of stakeholders into a company’s decision-making can increase long-term prospects. The modern corporation needs to communicate effectively with any group or individual who are impacted by their actions. This is a crucial area of discussion within the electricity generation sector and therefore is a focus of this report. Throughout this section, analysis will be provided on the importance of a variety of stakeholders that influence, and are influenced by, the electricity generation sector.  
2.1.1. [bookmark: _Toc94190414]Governments/Regulations 

Within all sectors, the government has a major influence on the actions that can be undertaken by organisations. Laws are passed, which come together to make legislation (legislation.gov.uk, 2020), and businesses must act within these rules. The 2008 Climate Change Act (HM Government, 2008:1) is a legally binding approach that states that the UK carbon account in 2050 must be ‘at least 80% lower than the 1990 baseline’. This suggests that the government is taking a lead role in regulating the actions of organisations within the sector. It is important that the government balances their aims for sustainability with matching the increasing demand for electricity worldwide (Chalvatzis and Hooper, 2009).
2.1.2. [bookmark: _Toc94190415]Civil Society

Edwards (2019) discusses how civil society includes individuals and organisations who are fundamentally interested in making improvements to sectors. The electricity sector is particularly impacted by these groups, who are becoming more dominant in influencing decisions. Foxon (2013) discusses a possibly pathway for the sector where civil society takes greater responsibility for the creation and transmission of low-carbon electricity. Because of this, residents will be more engaged with where their energy comes from and can decrease the emissions released by the sector. However, Johnson and Hall (2014) argue that leading the sector in this direction ‘could reproduce a range of existing socio-economic inequalities’, which suggests that a decentralised system might have negative side-effects. The sector needs to be careful to balance their goals of being sustainable with matching the needs of all consumers.
2.1.3. [bookmark: _Toc94190416]Consumers 

Electricity is a crucial part of modern society and the electricity generated in the UK is used across the country (Golombek et al., 2013). Consumers can have an influence on the sector, particularly when the market becomes more competitive. A change in legislation in the 1980s has resulted in a highly competitive market; the legislation was brought in to protect end consumers from monopoly power (Bolton et al., 2016). 
This power returns to the consumer when they come together with a single vision (Umit Kucuk and Krishnamurthy, 2007). Consumer concern surrounding the over-use of limited resources including coal and oil has resulted in companies adapting their business strategies to reduce the concern (Grubb et al., 2006). EDF are a large electricity company who have recently started using zero carbon marketing to attract these consumers (EDF Energy, 2020). This shift in marketing focus shows that as consumer demand for a more sustainable approach to sustainable electricity generation has increased, companies are responding and are giving consumers what they desire.
2.2. [bookmark: _Toc94190417]Business Strategy for Sustainability 

The extent to which sustainability has been integrated into business strategy within the sector will now be evaluated. Analysis will be provided on the practices and approaches of organisations within the sector concerning responsible management, marketing and corporate governance. 
2.2.1. [bookmark: _Toc94190418]Responsible Management

Responsible management is approached in a variety of ways within the sector. Freeman (2010) argues that businesses must take responsibility for the impact of their actions in contrary to simply acting within the nation’s laws. Fossil fuels remain the primary source of electricity in the UK, generating 27% of total national emissions (Sithole et al., 2016), however this is set to change. In 1990 the utilities sector was restructured, which Jamasb and Pollitt (2011) claim resulted in a decrease in research and development. However, their latest report (Jamasb and Pollitt, 2015) states that this was changing; the core reason behind this being the substantial benefits to be found, both financial and environmental. The research suggests that the major increases in environmental consideration have come due to the potential profit to be made from it. While Elkington (1998) suggests that businesses should consider people and planet before focussing on profit, the profitability of this approach could be beneficial creating shared value for a variety of stakeholders. This will be discussed in more detail later in the report.  
2.2.2. [bookmark: _Toc94190419]Marketing 

The marketing strategies that are undertaken by the sector can have a significant influence on the ability of the companies to be responsible. Kotler et al. (2013) discuss how companies should consider the wellbeing of society, not only their customers and shareholders, when undertaking marketing actions. The shift in marketing towards promoting greener electricity (Herbes and Ramme, 2014) has been somewhat successful so far, however there are arguments that suggest that marketers are not generating enough awareness of green electricity (Rundle-Thiele et al., 2008). Another concern comes from a study by Rowlands et al. (2003), where the results suggested that only a specific demographic is being targeted when it comes to marketing sustainable electricity. Consumers are unlikely to learn about the potential benefits of green energy unless they are taught (Rundle-Thiele et al., 2008), which illustrates the importance of including all consumer groups in the marketing approach. The targeting of specific demographics suggests that making profit is still the focus of the organisations in the sector. Consumers should be given the opportunity to make informed decisions about where their electricity comes from (Harries et al., 2013) and therefore companies should use their marketing budget to increase consumer knowledge and better respond to their needs.
2.2.3. [bookmark: _Toc94190420]Corporate governance

This final section will discuss corporate governance in the electricity generation sector and the influence that it can have on all the stakeholders of an organisation. Carroll’s (2016) pyramid of corporate social responsibility (CSR) evaluates the needs, wants and desires of society from an organisation. Studies have found that implementing CSR into an organisation ‘enhances operating performance’ (Harjoto and Jo, 2011:60) and therefore provides economic value. However, there are also studies that find that financial success will only come to organisations that ‘seriously implement’ CSR strategies (Wang and Sarkis, 2017:1615) and partial implementation will not provide the economic reward that they are seeking. In this sector, the results of a study by Sidhoum and Serra (2017) suggested that social performance provides economic performance. They suggest that these results occurred due to the impact that the sector has on sustainability alongside the previously discussed increase in customer involvement when deciding on an electricity company. This research shows that governance can have a major impact on the future of the sector, and there is potential for CSR to provide the economic value needed.
3. [bookmark: _Toc94190421]Evaluation of Sustainability Reporting Within the Sector 

This section of the report will discuss sustainability reporting within the electricity generation sector in the UK. The reporting of Drax (Drax Group Plc, 2020 and Drax Group Plc, 2021), SSE (SSE Plc, 2020) and EDF Energy (EDF Energy, 2021) will be analysed. The specific focus of this section will be the reporting of each company on their environmental impacts because it is the key issue of sustainability in the industry (Terrados et al., 2007 and Sithole et al., 2016). A study by Alrazi et al. (2016:692) discovered that there is a ‘positive and significant relationship between environmental performance and environmental disclosure’ in the industry. This suggests that the companies that report their environmental impacts are less likely to be causing as much environmental damage, which emphasises the importance of sustainability reporting. 
Shared value for stakeholders is a concept that appears throughout the sustainability reporting in the sector. Porter and Kramer (2011) describe shared value as an opportunity for businesses to create more value than profit alone. In this sector it can encourage better communication between stakeholders and therefore create value for a wider group of them. The second part of this section of the report will discuss the potential for shared value in the sector beyond the discussed frameworks.
3.1. [bookmark: _Toc94190422]Critical Analysis of Reported Content 

3.1.1. [bookmark: _Toc94190423]Sustainable Development Goals

The United Nations’ (UN) 2030 Sustainable Development Goals (SDGs) (United Nations, 2021) are a commonly used reporting framework within the UK electricity generation sector. EDF Energy have created a ‘Better Plan’ (EDF Energy, 2019: [Online]) which is aligned with the SDGs. It can be implied from this that the organisation is committed to being more sustainable, however they do not present much information on how they will improve each goal in the future. Contrary to this, Drax have utilised the SDGs to emphasise the shared value creation for stakeholders, which suggests a stakeholder focus. However, the only evaluations occur on SDGs where their impacts are becoming more positive while ignoring their negative impacts, which could be described as SDG-washing (Kornieieva, 2020) that can reduce stakeholder trust. Finally, SSE only mention four of the SDGs in their sustainability report, although they go into detail about them. They clearly define the extent to which these goals have been achieved, with statistics to provide evidence (Achinstein, 2001), and describe strategies as to how they will fulfil these goals in the future. The company recognises the impact that the SDGs can have.
3.1.2. [bookmark: _Toc94190424]UN Global Compact

Both Drax and SSE have been participants of the United Nations Global Compact since 2018 (United Nations Global Compact, 2021). Drax are particularly supportive of the global compact, dedicating much of their non-financial statement to addressing their communication on progress. This shows that Drax are utilising the global compact, the ‘largest corporate citizenship initiative’ in terms of both size and inclusivity (Rasche, 2009:532), to be an industry leader in sustainability reporting. SSE are less active in their use of the global compact, choosing instead to send a communication of progress directly to the United Nations (Phillips-Davies, 2020). This apparent lack of transparency could result in stakeholder distrust, with accountability and transparency being important to stakeholders (Amran and Keat Ooi, 2014). Contrastingly, EDF Energy became a Global Compact member in 2014 but were delisted in 2020 for being ‘non-responsive’ (United Nations Global Compact, 2021: [online]). This suggests that they do not place enough importance on sustainability reporting. As mentioned earlier, stakeholders are less likely to trust organisations who are not honest about the level of success in reaching their sustainability goals (Alrazi et al., 2016).
3.1.3. [bookmark: _Toc94190425]Reporting Approaches

While the UK electricity generation sector was reformed in 2013, which has led to many practices occurring similarly throughout most organisations (Grubb and Newbury, 2018), the way that sustainability reporting occurs has a lot of variety. All three of these organisations mention shared value, however the reporting of this value is completed at varying levels of success. In a sector which can have the economic impact that the electricity sector has (Kowal and Kustra, 2016), all stakeholders should feel included and valued. Of the organisations analysed in this report, SSE are the most effective in discussing their key performance indicators (KPIs) and material issues. Adams and Frost (2008) believe that KPIs add validity and are the best way to illustrate an organisations impact. SSE use the Global Reporting Initiative framework (Levy et al., 2010) to analyse their KPIs. 
Drax report their environmental impact alongside their financial information. This makes it more difficult to access for many of their stakeholders, therefore making the organisation appear less transparent (Amran and Keat Ooi, 2014). EDF Energy report their key performance indicators well by providing their environmental impact over the previous three years. As previously mentioned, these are not analysed well enough in terms of making changes in the future. 
3.2. [bookmark: _Toc94190426]Limitations of Reporting Frameworks and Recommendations for the Sector

3.2.1. [bookmark: _Toc94190427]Limitations

This section will discuss the limitations of the frameworks utilised by the three organisations discussed previously. The UN SDGs have received criticism for a variety of reasons since they were conceived in 2015. Their lack of theoretical foundation causes doubt to their validity and therefore the desire to adopt them (Spaiser, 2017). This has an impact on the electricity generation sector because the increase in consumer knowledge means that the SDGs could provide less value to them. In addition to this, the lack of incentive for organisations to join them has resulted in a less successful response than what was hoped for (Fleming et al., 2017). The sector is influenced by this because the SDGs will not be effective if only adopted by a few companies.
The UN Global Compact has similar limitations. They are accused of not resulting enough action and instead only causing conversations to happen within an organisation (McIntosh et al., 2017). This is problematic because companies may be able to use the GRI to appear to report sustainably, while they are hiding information that they don’t want their stakeholders to see; as mentioned, companies in this sector should aim to prioritise stakeholder honesty. One of the key limitations is the lack of comparability between communications of progress (Coulmont et al., 2017). This makes it more difficult for stakeholders to understand the environmental impact of an organisation as they cannot compare them to similar organisations. The electricity generation sector is affected by this because much of the progress in the sector often needs to be unanimous across organisations, and it is more difficult to make beneficial change when there is little comparability.
While only briefly mentioned in this report, the GRI has had an influence on this sector and the next section will discuss how it may improve the sustainability reporting of these organisations. The limitations of the framework are like the others, with it being voluntary and free for all to use (Sethi et al., 2017).
3.2.2. [bookmark: _Toc94190428]Recommendations

As mentioned earlier, the electricity generation sector has a significant impact on the economy of a nation (Kowal and Kustra, 2016). Because of this, organisational sustainability reporting needs to be at a high standard. This means that, based on the findings of this report, improvements must be made. Studies by Camargos et al. (2014) and Wu et al. (2018) both discuss that KPIs and materiality are vital areas for improvement in reporting in the sector. SSE were the organisation who presented their KPIs in the most comparable and understandable way, therefore both Drax and EDF energy can learn from this. In this example, use of the GRI can provide a framework which, for the short term at least, could be the benchmark for all organisations in the sector. 
A study by Domingues et al. (2017:300) found that successful sustainability reporting is most commonly found in organisations where the change has been ‘driven by internal motivations’. Giving staff at all levels of the company the opportunity to share their opinions and beliefs allowed them to better understand their stakeholders, and therefore create shared value for a greater range of them. This relates to Freeman’s (2010) stakeholder theory and provides evidence as to why organisations should value and engage with all their stakeholders.  

4. [bookmark: _Toc94190429]Conclusion

This report provided analysis into sustainability concerns and business responses in the electricity generation sector in the UK. This sector is critical to the nation’s sustainability goals and therefore it is important that they constantly evaluate the impacts that they have on society. The introduction of the 2008 Climate Change Act has created a legal demand for more sustainable electricity, but there has been a mixed response in how far companies are willing to alter their operations for this. A stakeholder focus, particularly including consumers, encourages the right changes and can result in significant positive results from the industry.
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Appendix 1 – Assignment Brief
Summative Assignment:   A business sector analysis of sustainability opportunities, constraints and reporting practices
As a business intern,  you have been asked to write an evaluative report of sustainability opportunities and constraints in your selected business sector. You should focus your analysis on around 2-4 organisations within the SAME sector, although you might draw on other sectors for comparison.  
The first part of the report should evaluate the macro operational environment, examining characteristics of the national regulatory, civil society and consumer context, and how this influences business approaches to sustainability management. While you may draw on sector/organisational examples to illustrate your arguments, the focus should be on theoretical/conceptual discussion related to organisational context.  
The second part of the report should evaluate the sustainability corporate reporting practices of 2-3 organisations within the SAME sector (although you may draw on other sectors for comparison purposes). You will need to choose businesses which publish sustainability/Corporate Social Responsibility/purpose/impact reports (so these are likely to be larger businesses).
This section is to be focused directly on analysis of business reports, structured around analysis of corporate reporting theories, frameworks and approaches. 
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