[based on Box 11.22]

Since the launch of the SDG-agenda in September 2015, a considerable number of tools and
guidance frameworks have been devised to stimulate and facilitate SDG implementation by
private sector organizations. Throughout the chapters of this book, we mentioned quite a few
of them. Of particular relevance for SDG prioritization, alignment and measurement purposes,
is the ‘SDG Compass’. It was prepared by a coalition of three key global stakeholders in the
SDG discourse – the UN Global Compact, the Global Reporting Initiative (GRI) and the World
Business Council for Sustainable Development (WBCSD) – following a trajectory of multistakeholder engagement and “feedback received through three consultation periods from
companies, government agencies, academic institutions and civil society organizations
worldwide.”
The SDG Compass aims to provide guidance for (multinational) companies on how they can
align their strategies and measure and manage their contributions to achieving the SDGs. The
guide uses a ‘five steps’ process approach for identifying and prioritizing SDGs, taking action
(operationalizing, integrating), and transparently communicating and reporting on realized
SDG performance (Figure 1).
Figure 1. the Five steps of the SDG Compass

Source: SDGcompass.org
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The SDG Compass Guide thereby emphasizes an approach of ‘principled prioritization’, in
alignment with key international frameworks, principles and guidelines as defined by the ILO,
UN Global Compact, UN, ISO, OECD and GRI. Application of the five-step approach is further
supported by a comprehensive inventory of existing business tools and business indicators from
widely-recognized sources – all mapped against the SDGs and SDG-targets.
The SDG Compass presents a ‘top-down’ guidance instrument for corporate action. It was
designed for use ‘at entity level’ and, accordingly, finds its start (step 1) in understanding SDGrelated opportunities and responsibilities from the angle of the company as a whole. Its logic
model (step 2) takes the value chain as analytical starting point for mapping high impact areas
of present business activities, to identify strategic priorities across the SDG-framework. This
exercise then boils down to goal-setting, establishing ambition levels and the definition of KPIs
to drive performance (step 3), after which ‘lead from the top’ should ensure that sustainability
goals are effectively integrated into the core business and embedded into all functional areas
concerned (step 4). Step 5, finally, is to effectively report and communicate about material
sustainability performance and SDG contributions.
The use of the SDG Compass remains relatively limited
The SDG Compass has become the prime example mentioned in the academic literature and
the main tool used in the popular discourse on how to implement the SDGs. In a sample of 64
papers covering academic publications in the 2015-2022 period on the SDG implementation
strategies of companies the Compass is mentioned in 17 out of 64 papers (Filipa, Van Tulder,
Rodrigues, 2023, cf. appendix). In the literature, the SDG Compass is considered a valuable
tool for companies to implement the SDGs in their operations and strategy and manage the
goals’ trade-offs (Caldana et al., 2022; Grainger-Brown & Malekpour, 2019; Olofsson & MarkHerbert, 2020; Rendtorff, 2019; Van Tulder & Van Mil, 2023). It is also considered as a guide
for companies to report on the goals (Calabrese et al., 2021; García-Sánchez et al., 2021; Khaled
et al., 2021; Montiel et al., 2021; Sætra, 2021).
Some flaws have been associated to the SDG Compass as well. Authors e.g. mention that it
does not address the complex interlinkages between the goals and lacks proof of the
transformational approach needed for the SDG Agenda (Grainger-Brown & Malekpour, 2019;
Rygh et al., 2021; Van Tulder & Van Mil, 2023). It is also mentioned as failing to help
companies sufficiently in their ambitions to align with clear indicators and measure the SDG
impact (Calabrese et al., 2021; Khaled et al., 2021; Mansell et al., 2020; Montiel et al., 2021).
Caldana and colleagues (2022) also concluded that no company has fully addressed all elements
of the SDG Compass. García-Sanchez et al. (2021) found that only 3,4% of the largest firms
worldwide embrace the SDG Compass in their non-financial information systems.
Our approach: Adding a ‘plus’ dimension to the SDG Compass
The mixed results from scientific research and relatively limited application in practice of the
SDG Compass do not necessarily imply that the tool is not relevant or useful, but suggest that
it needs to be improved in at least three directions: in the specification of the steps, perhaps in
the extension of the framework, and in the application of relevant insights from extant research.
We are in need of a ‘Compass+’ approach. A research-oriented SDG Compass+ framework is
proposed to navigate research in a recent paper that delineates a scientific framework that can
be used to navigate further research on effective SDG implementation strategies (Filipa et al,
2023). A practical oriented SDG Compass+ framework is introduced in the book ‘Principles
of Sustainable Business’. The conclusion of chapter 11, proposes to further fine-tune and
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complement the SDG Compass with the frameworks and (mapping) techniques introduced in
Part III of the book:
•

•

First, by realizing that the search for coherent SDG-alignment requires processes of
strategic tinkering to navigate both strategic and operational fit (section 10.6). Valueorientation, sphere of influence and strategic power base – captured in KVIs and KDIs
(Chapters 9 and 10) – define strategic intent, the degree of actionability and the level of
SDG-engagement envisaged.
Second, overcoming the intention-realization gap necessitates a more fine-grained
understanding of how (‘top-down’, strategic) KDIs translate into functional-level practices,
such that key tipping points and organizational barriers to greater sustainability performance
and SDG impact can be successfully surpassed. Concrete, actionable and meaningful goals
– in terms of Key Practice / Performance Indicators (KPIs) – can only be established when
input from ‘bottom-up’ approaches has been taken into due account.

Integrating the insights of this chapter into the SDG Compass method, requires companies to:
(a) ‘take a step back’ and contextualize for meaningful actionability, and (b) ‘take a deep-dive’
into the sustainability ambitions, practices and realities of their functional departments, to
consider functional-level (cross)linkages with the SDGs as well. To this end, we added two
additional steps to the five-step approach of the SDG Compass (step 1a and 2a).
STEP 1

STEP 1A

STEP 2

STEP 2A

STEP 3

•

What are the SDGs?

•

Understanding the business case

•

The baseline responsibilities for business

•

Determine the value-orientation and KVIs (Chapter 9)

•

Determine the power base and KDIs (Chapter 10)

•

Consider the interventions needed to establish
‘complexity fit’, ‘value-orientation fit’, and ‘strategic fit’
(section 10.6)

•

Map the value chain to identify impact areas

•

Select indicators and collect data (using a logic model)

•

Define [strategic] priorities

Take a deep-dive:
assess bottom-up
dynamics and SDGentries

•

Determine the intention-realization gap (section 11.2)

•

Map the sustainability practices of each functional area
of management (Key Performance Questions and Key
Practice Indicators, at levels 1, 2, 3, 4 (sections 11.3 11.9)

(Chapter 11)

•

Explore internal SDG-synergies (using SDG alignment
fiches) by defining internally actionable (cross-linked)
targets, through internal stakeholder involvement
(section 11.10.8)

Setting goals

•

Define scope of goals and select KPIs

•

Define baseline and select goal type (inside-out; outsidein)

•

Set level of ambition

•

Announce commitment to SDGs

Understanding the
SDGs

Take a step back:
contextualize for
actionability

Defining priorities
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STEP 4

STEP 5

Integrating

Reporting and
communicating

•

Anchoring sustainability goals within the business

•

Embed sustainability across all functions

•

Engage in partnerships

•

Effective reporting and communication

•

Communicating on SDG performance

Figure 2 portrays top-down and bottom-up approaches to SDG-alignment as mutually
complementary and mutually reinforcing processes.

FIGURE 2 Complementary approaches to prioritizing SDGs: SDG Compass ‘Plus’
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Appendix: How studies on corporate sustainability strategies (2017-2022) refer to the SDG Compass

The authors in blue are the ones who use the steps of the SDG Compass as a basis for their own
proposal for the SDGs' implementation in companies' strategies.

Year

Author

Mention to the SDG Compass

2022

Uses the SDG Compass as a basis for the SDG implementation process in companies' strategies. Emphasizes
Implementation
Elavarasan et al the importance of not only using the SDG Compass straightly but also taking it as a tool to manage the nexus
process
of the SDGs. Presents no critics to the tool.

Used for:

2021

Caldana et al

Uses the SDG Compass to study the SDG implementation process in companies' strategies, using a sample of
16 Brazilian companies. Suggest companies to look to their position in the value chain and the context
(country and industry) to address the SDGs from an outside-in perspective. Consequently, the SDG Compass
Implementation
helps companies act at a sectoral level, promoting the betterment of the country's social, environmental, and process
economic indicators. Some pros of this tool are that it helps manage companies' ambidexterity (contradicting
demands) and implement the SDG Agenda while generating profits. However, they conclude that no company
fully fulfills the SDG compass's five steps.

2021

This article sees the SDG Compass as a tool that effectively helps companies integrate the SDGs into their
reporting cycle. It associates companies' features and institutional factors to their reporting, according to the
Garcia-Sanchez etSDG
al Compass. It mentions that only 3.24% of the largest companies worldwide integrate the SDG Compass Reporting
into their non-financial information systems. However, a very high percentage of companies have
implemented indicators associated with the SDGs.

2021

One critic: the SDG Compass doesn't refer to KPIs at the SDG indicator level. For this reason, in 2018, the GRI
and the United Nations Global Compact (UNGC) complemented the SDG Compass by publishing a set of
Calabrese et al
Reporting
guidelines named "Business Reporting on SDGs". SDG Compass is, then, the first step to helping companies
report on the SDGs.

2021

Saetra, HS

2021

Khaled et al

2021

Montiel et al

2021

Calabrese et al Just quickly refers to the SDG Compass as a tool to help companies integrate the SDGs into their processes.

2020

companies do not always follow the steps according to the SDG Compass. While they don't necessarily need
Olofsson and MarkHerbert
to do so, having structured SDG integration and communication processes helps companies better address

Just refers to the SDG Compass as a help for companies to report on the SDGs.
Indicates the SDG Compass as a tool that helps companies to integrate and report on the SDGs. However,
despite that, companies face difficulties in defining clear indicators to the goals and implementing them,
which denounces the shortness of this tool in helping companies report, select indicators, and relate them
with their core business.
Just quickly refers to the SDG Compass, mentioning that: "although the SDG Compass and the SDG Action
Manager provide tools for measuring and reporting on the SDGs, they leave it up to the firms to interpret
how to integrate the SDGs into their operations". (Montiel et al., 2021, p. 1001)

Reporting

Reporting

Implementation
process
Implementation
process

Uses the SDG Compass as a base tool to analyze companies' engagement with the SDGs. It mentions that

2020

2020
2020

2020

2019

2019

2017

this agenda.
The SDG Compass is considered not very helpful for companies in measuring how they contribute to the goals
at the firm level. However, it proposes companies to implement projects to impact the goals according to
Mansell et al
the SDG Compass' five steps. Therefore, the SDG Compass is considered valuable and is highlighted as a sound
basis for SDGs integration in business operations and, therefore, to help in measuring impacts.
Refers to the SDG compass as a tool that some big companies use to integrate, implement, and report on the
Santos and Bastos
SDGs, but the study doesn't emphasize the SDG Compass as central in the article.
Just quickly refers to the SDG Compass as one tool (among several tools) to guide companies on the SDG
Almanza and Corona
implementation.
Uses the SDG Compass as one of the tools in the article analysis and a basis to propose an integrated SDG
implementation process. Reorganizes the SDG Compass with two more steps and emphasizes the need to
Beyne, J
involve stakeholders, innovate for the SDGs incorporation, integrate the SDGs into culture and operations,
and measure impacts accordingly for an effective transformational process.
Presents a historical perspective on the SDG Compass and shows it is a participatory process from different
Williams et al stakeholders (which shows its legitimacy). SDG Compass is referred to as a tool for companies to strategically
implement the SDGs.
Explains the benefits for companies in using the SDG Compass as a tool for the implementation of the goals
Rendtorff, JD
in their strategy and measuring their sustainability performance. This study also uses a high-level example of
how to implement the SDG Compass with the case of Carlsberg.
This article builds on the SDG Compass to propose a more advanced model for the SDGs implementation
Muff et al
("enriched SDG Compass") in business strategies. Uses the SDG Compass and its three first steps as one of the
tools of analysis and a basis to propose the SDG implementation process.
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Implementation
process

Implementation
process
Implementation
process
Implementation
process
Implementation
process

Implementation
process
Implementation
process
Implementation
process

2019

Defines the SDG Compass as a mapping tool more directed to big organizations. It can drive the
transformational approach needed (as no other tools until the moment did). Although not complete, the SDG
Grainger-Brown and
Implementation
Compass has good potential to help companies implement the goals throughout their activities and strategy. process
Malekpour
The article mentions the SDG Compass as one of the rare tools that encompass the participation of several
stakeholders and brings a nuanced and more comprehensive vision of the SDG implementation process.

Source: Pires de Almeida et al, 2023

7

