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Why ESG is
Everyone’s Business

From Investors to Everyday Consumers — How
ESG Standards Are Reshaping Priorities
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Environmental, Social, and Governance (ESG) criteria are becoming increasingly
important in the business world. ESG refers to the three central factors in
measuring the sustainability and societal impact of an investment in a company
or business. These criteria help determine not only the present impact of the
company but also its future risk and return. By assessing and reporting its impact
on a broader set of stakeholders beyond the immediate ones, companies can
gain a comprehensive understanding of their overall influence.

Individual investor interest in sustainability has been on the rise. According to
survey findings in the “Sustainable Signals” report! by the Morgan Stanley
Institute, more than three-quarters (77%) of global investors are interested in
sustainable investing. This growing interest is driven by several factors, including
new climate science findings, regulatory pressures and the performance of
sustainable investments. In fact the same report notes that 57% of investors say
their interest in sustainable investing has increased over the past two years, and
54% anticipate increasing their sustainable investments in the next year?. As the
world faces significant environmental and social challenges, the integration of
ESG criteria into business practices and investment decisions is becoming
crucial. Companies that prioritize ESG are better positioned to manage risks,
enhance their reputation, and achieve long-term success.

1Sustainable Signals- Understanding Individual Investors’ Interests and Priorities, 2024 Morgan Stanley & Co. LLC and
Morgan Stanley Smith Barney LLC. Members SIPC
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MSinstituteforSustainablelnvesting-
SustainableSignals-Individuals-2024.pdf

2Ibid



https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MSInstituteforSustainableInvesting-SustainableSignals-Individuals-2024.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MSInstituteforSustainableInvesting-SustainableSignals-Individuals-2024.pdf

What is ESG?

ESG stands for Environmental, Social, and Governance, representing the three
critical areas companies are expected to address in their operations and reporting.
These pillars are designed to capture the various non-financial risks and
opportunities that a company may face in its activities. The aim of ESG is to ensure
that businesses operate sustainably, ethically, and responsibly, thus contributing to
long-term success and positive societal impact.

Environmental
Pillar

The Environmental Pillar
chiefly includes issues related
to emissions, resource
management, and land use.
Companies are expected to
collect and report information
about their greenhouse gas
emissions and pollution levels
in air, water, and soil. They
must also review how they
manage resources, such as
whether they use virgin or
recycled materials, and their
efforts to recycle materials at
the end of their products' life
cycles to prevent them from
becoming waste. Additionally,
they may demonstrate
material issues such as
commitment to water
conservation and address
land use concerns, such as
deforestation and biodiversity.
Positive environmental
initiatives that provide long-
term business benefits are
also included in this pillar,
making it one of the most
complex to gather data and
report on.

Social Pillar

The Social Pillar involves how
companies treat their
employees, manage labour
practices, and ensure product
safety and quality. Companies
report on initiatives for
employee development and
maintaining high labour
standards. This includes
ensuring health and safety
standards within their supply
chains and addressing any
controversial sourcing issues.
Furthermore, companies
should outline their efforts to
make products and services
accessible to underserved
social groups. By focusing on
these social aspects,
companies can enhance their
reputation, build a positive
work culture, and strengthen
relationships with their
stakeholders.
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Governance
Pillar

The Governance Pillar
focuses on corporate
governance, including
shareholders' rights, board
diversity, and executive
compensation. Companies
report on how material
issues like sustainability
performance, risk
management and issues
related to corporate
behaviour, such as anti-
competitive practices and
corruption. High standards
of governance ensure
ethical practices and
transparency, which are
essential for building trust
with investors and
stakeholders. Emphasizing
governance helps
companies demonstrate
their commitment to ethical
conduct and accountability,
essential for long-term
success.

By understanding and implementing ESG
principles, companies can better manage non-
Jinancial risks and opportunities, ultimately
contributing to a more sustainable and

equitable world.



Pillar

Environmental

ENDURISK

'S

Component Description Example Metric
Climate Measures greenhouse gas Total carbon emissions (Scope 1,
Change emissions and carbon footprint 2, and 3)

Resource Assesses the use of renewable Percentage of recycled materials
Depletion vS. non-renewable resources used
Waste Evaluates how waste is handled Total waste generated and

Management | and minimized percentage diverted from landfill

Pollution Monitors air, water, and soll Volume of pollutants released into

pollution levels

the environment

Human Rights

Ensures fair treatment and respect
for human rights

Number of human rights violations
reported

Labor Focuses on working conditions Employee turnover rate and
Standards and employee rights workplace injury rate
Social Community Measures a company's effect on Community investment as a
Impact local communities percentage of revenue
Diversity and Promotes dlver'5|ty vv'|ti.1|n.the Percentage of women and
g workforce and inclusivity in U :
Inclusion minorities in leadership roles
company culture
Corporate Structures that ensure Number of independent board
Governance accountability and transparency members
Ethics Upholds ethical behaviour and Number of confirmed incidents of
anti-corruption practices corruption and actions taken
Encourages diversity in the Percentage of board members
Governance

Board Diversity

boardroom to enhance decision-
making

who are women or from minority
groups

Executive Pay

Aligns executive compensation
with company performance and
sustainability goals

Ratio of CEO pay to median
employee salary

The above table gives examples of the components of the three pillars of ESG and
illustrative metrics of how to assess them. Each company needs to analyse the three pillars
in its own specific context and decide on the metrics that will be most suitable to it.




ENDURISK
ADVISORY

How did we get here?

The concept of ESG has significantly evolved over the past
few decades. Initially, businesses focused primarily on
financial performance, with limited attention to environmental
and social impacts. However, as awareness of global
challenges like climate change, social inequality, and
corporate governance scandals grew, the need for a more
comprehensive approach to business assessment became
clear.

In 2015, the United Nations launched the 2030 Agenda for
Sustainable Development, a pivotal moment in the evolution
of ESG. This agenda, developed by the UN, its member
countries, and civil society, aimed to build on the Millennium
Development Goals (MDGs) and address their shortcomings.
It introduced 17 Sustainable Development Goals (SDGSs)
centred around people, planet, prosperity, and peace (see
Box 1). The SDGs were created to be universally applicable
across all nations. This comprehensive framework has
helped garner broad agreement and support from various
stakeholders, highlighting the importance of sustainability in
both high-income and developing countries.

Today, ESG is recognized as a critical component of
corporate strategy and investment decision-making.
Companies are increasingly held accountable not only for
their financial performance but also for their environmental
impact, social contributions, and governance practices.

This evolution reflects a broader understanding that
sustainable business practices are essential for long-term
success and societal well-being. As a best practice,
companies draw inspiration from the UN SDGs and map
their individual sustainability goals to the furtherance of
SDGs.




Box 1: United Nations Sustainable Development Goals
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The United Nations Sustainable Development Goals (UN SDGSs) are a universal call to action to end poverty,
protect the planet, and ensure that all people enjoy peace and prosperity by 2030. There are 17 SDGs, each
with specific targets and indicators. Here's a brief overview of each goal:

1.
2.

S
4.

10.
11.

12.
13.
14.
15.

16.

17.

No Poverty: End poverty in all its forms everywhere.

Zero Hunger: End hunger, achieve food security and improved nutrition, and promote sustainable
agriculture.

Good Health and Well-being: Ensure healthy lives and promote well-being for all at all ages.

Quality Education: Ensure inclusive and equitable quality education and promote lifelong learning
opportunities for all.

Gender Equality: Achieve gender equality and empower all women and girls.

Clean Water and Sanitation: Ensure availability and sustainable management of water and sanitation for
all.

Affordable and Clean Energy: Ensure access to affordable, reliable, sustainable, and modern energy for
all.

Decent Work and Economic Growth: Promote sustained, inclusive, and sustainable economic growth,
full and productive employment, and decent work for all.

Industry, Innovation, and Infrastructure: Build resilient infrastructure, promote inclusive and sustainable
industrialization, and foster innovation.

Reduced Inequality: Reduce inequality within and among countries.

Sustainable Cities and Communities: Make cities and human settlements inclusive, safe, resilient, and
sustainable.

Responsible Consumption and Production: Ensure sustainable consumption and production patterns.
Climate Action: Take urgent action to combat climate change and its impacts.

Life Below Water: Conserve and sustainably use the oceans, seas, and marine resources for sustainable
development.

Life on Land: Protect, restore, and promote sustainable use of terrestrial ecosystems, sustainably
manage forests, combat desertification, halt and reverse land degradation, and halt biodiversity loss.
Peace, Justice, and Strong Institutions: Promote peaceful and inclusive societies for sustainable
development, provide access to justice for all, and build effective, accountable, and inclusive institutions at
all levels.

Partnerships for the Goals: Strengthen the means of implementation and revitalize the global
partnership for sustainable development.

Source: United Nations SDG Website,



https://sdgs.un.org/goals
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Why do Investors Care about

ESG?

Investors focus on ESG due
to its impact on long-term
growth and risk
management. Companies
with strong ESG practices
are better equipped to handle
environmental, social, and
governance challenges,
leading to improved financial
performance, regulatory
compliance, _and capital L@},
access. This  approach

supports sustainable and
responsible investing.

Access to Capital

Strong ESG performance facilitates access to
capital, with investors increasingly prioritizing
sustainable assets. ESG assets are expected to
grow significantly, reflecting a shift towards
responsible investment opportunities.

e

Risk Management

ESG risk management integrates environmental,
social, and governance factors into traditional
risk assessments, helping companies mitigate
operational, reputational, and financial threats,
while enhancing resilience and innovation.
Financial Performance

2 Companies with robust ESG practices

often outperform peers financially.
Evidence shows higher returns, lower
volatility, and better resilience during
market downturns, attracting investors
seeking sustainable growth.

Regulatory and Market Pressure

Increasing regulations and market
demands for ESG compliance drive
companies to adopt robust strategies.
Compliance with frameworks like CSRD
and BRSR enhances transparency,
mitigates risks, and attracts investment.

Stakeholder Demand

Growing demands  from customers,
employees, and shareholders for ethical and
sustainable practices push companies to
adopt comprehensive ESG frameworks,
enhancing their market position and
maintaining a positive reputation.




1. Risk Management

Crafting a robust ESG strategy is essential for achieving
long-term business resilience. Integrated ESG risk
management forms a crucial component of this strategy,
interinking ESG  factors  with  traditional  risk
considerations. By proactively addressing environmental,
social, and governance risks, companies can effectively
mitigate potential threats that might disrupt operations,
tarnish reputations, or lead to financial setbacks.

Environmental risks, such as those posed by climate
change, can result in physical damage to assets and
disruptions across supply chains!. Addressing these risks
not only safeguards against immediate impacts but also
positions companies to navigate regulatory changes
effectively. Similarly, social risks, including issues related
to labour practices or community relations, can expose
firms to legal liabilites and erode stakeholder trust.
Integrating robust ESG frameworks into risk management
strategies enables companies to pre-emptively address
such challenges, thereby enhancing operational stability
and resilience. For example, companies that fail to uphold
human rights and fair labour standards may face boycotts,
protests, and legal penalties, ultimately affecting their
bottom line.

Governance risks, such as ethical lapses or deficiencies
in transparency, have the potential to trigger scandals and
undermine investor confidence. By embedding stringent
governance practices aligned with ESG principles,
organizations bolster their resilience against governance-
related crises. Businesses play a significant role in
addressing these risks by promoting ethical practices,
ensuring board diversity, and aligning executive
compensation with long-term sustainability goals. Failure
to proactively manage these risks can attract regulatory
scrutiny and result in severe financial and reputational
consequences.

1 Brink News; $1 Trillion of Oil and Gas Assets Risk Being Stranded by Climate Change,
Interview with Mark Campanale, Founder and Executive Chair of The Carbon Tracker
Initiative https://www.brinknews.com/1-trillion-of-oil-and-gas-assets-risk-being-stranded-
by-climate-change/



https://www.brinknews.com/1-trillion-of-oil-and-gas-assets-risk-being-stranded-by-climate-change/
https://www.brinknews.com/1-trillion-of-oil-and-gas-assets-risk-being-stranded-by-climate-change/

Moreover, a proactive approach to ESG risk
management not only safeguards against potential
pitfalls but also unlocks opportunities for innovation and
growth. This comprehensive approach not only
mitigates risks but also enhances organizational agility,
fostering sustainable success in an increasingly
complex global landscape.

The World Economic Forum’s Global Risks Report 2024

highlights that five out of the top ten long-term global
risks are nature-related. These top five risks include
extreme weather events, critical changes to Earth
systems, biodiversity loss and ecosystem collapse, and
natural resource shortages. These environmental risks
can have severe consequences for businesses, ranging
from operational disruptions to increased costs and
regulatory pressures. Companies must prepare for
these risks by adopting sustainable practices and
investing in environmental solutions to ensure resilience
and long-term viability.

The evolving landscape of technology and data
protection poses additional ESG-related risks. The
Global Risk Report also warms against issues such as
the spread of misinformation, cyber security threats,
and the use of artificial intelligence (Al) which require
careful regulation and oversight. The argument for
regulating Al and data protection is gaining traction, as
unchecked decision-making can pose significant threats
to the planet. Building trust in regulatory and
administrative systems is essential to mitigate these
risks and ensure that businesses operate responsibly
and sustainably.



https://www.weforum.org/publications/global-risks-report-2024/
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Financial Performance

There is a growing body of evidence that supports the assertion that companies with
strong ESG practices often outperform their peers financially. A study published in the
journal Risks analyzed the performance of ESG indices in both developed and
emerging markets. The findings indicated that while daily returns showed no
significant difference, ESG indices outperformed broad market indices on a one-year
rolling basis in most countries. ESG portfolios also provided better risk-adjusted
returns and more downside risk protection compared to their non-ESG counterparts?.

Fidelity International? noted that during the pandemic-induced market selloff in early
2020, companies with high ESG ratings outperformed the benchmark S&P 500. This
trend was also observed in the exchange-traded funds (ETF) sector. Over the past
decade, Morningstar research found that almost 60% of sustainable funds
outperformed their conventional peers. Additionally, sustainable funds had higher
survivorship rates, with 72% remaining open to investors after ten years compared to
46% of traditional fundss.

Fidelity International conducted another study in 2020, analyzing the performance of
over 2,600 stocks using their proprietary ESG rating system. The results showed that
companies with higher ESG ratings consistently outperformed those with lower
ratings throughout most of 2020, with a cumulative performance difference of 17% by
the end of the third quarter. Higher-rated ESG companies also exhibited lower
volatility and greater resilience during market downturns®.

1Gupta, H.; Chaudhary, R. An Analysis of Volatility and Risk-Adjusted Returns of ESG Indices in Developed and Emerging
Economies. Risks 2023, 11, 182

2Sustainable investing is the ‘new normal’ — here are its four key drivers https://www.fidelity.com.sg/beginners/esg-
investing/new-normal

3lbid

4Fidelity International (2020) https://www.fidelityinternational.com/editorial/blog/chart-room-the-clear-link-between-esg-and-
returns-bbf0la-en5/



https://www.fidelityinternational.com/editorial/blog/chart-room-the-clear-link-between-esg-and-returns-bbf01a-en5/
https://www.fidelityinternational.com/editorial/blog/chart-room-the-clear-link-between-esg-and-returns-bbf01a-en5/
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Regulatory and Market Pressure

Increasing regulations and market demands are driving the need for ESG
compliance. Governments and regulatory bodies worldwide are implementing
stringent ESG-related regulations to ensure corporate responsibility and
sustainability. For instance, the European Union's Corporate Sustainability
Reporting Directive (CSRD) mandates comprehensive sustainability reporting for
large companies, enhancing transparency and comparability of ESG data.

In India, the Business Responsibility and Sustainability Reporting (BRSR)
framework requires top listed companies to disclose their ESG initiatives,
promoting accountability and stakeholder engagement.

Stock exchanges are also requiring listed companies to disclose their ESG
practices and performance. These regulatory and market pressures compel
companies to adopt robust ESG strategies, enhancing accountability and ensuring
long-term sustainability. Compliance with these requirements not only mitigates
risks but also attracts investors seeking sustainable investment opportunities.

Stakeholder Demand

Stakeholder demands for responsible business practices are increasing, driven by
customers, employees, and shareholders seeking greater accountability and
ethical behaviour from companies. These demands encompass a broad range of
expectations, from environmental sustainability and social equity to robust
governance. A 2019 survey by AFLAC! found that 70% of Americans believe it's
either “somewhat” or “very important” for companies to make the world a better
place. Investors and consumers agree that this includes large companies treating
their employees well, including providing fair and equitable wages. Research has
shown that skilled workers are particularly attracted to organizations with a strong
commitment to ESG principles®. As a result, businesses are adopting more
comprehensive ESG frameworks to align with stakeholder values and maintain
their market position.

This raises important questions about the "social license" to operate, increasing
the risk that companies perceived as not furthering society's sustainable interests
will face heightened scrutiny and a hostile customer base.

12019 AFLAC CSR SURVEY https://www.aflac.com/docs/about-aflac/csr-survey-assets/2019-aflac-csr-infographic-and-

survey.pdf
2Skilled Workers Prefer Environmentally Conscious Companies (May 2014) https://www.chicagobooth.edu/review/skilled-

workers-prefer-environmentally-conscious-companies

11


https://www.aflac.com/docs/about-aflac/csr-survey-assets/2019-aflac-csr-infographic-and-survey.pdf
https://www.aflac.com/docs/about-aflac/csr-survey-assets/2019-aflac-csr-infographic-and-survey.pdf
https://www.chicagobooth.edu/review/skilled-workers-prefer-environmentally-conscious-companies
https://www.chicagobooth.edu/review/skilled-workers-prefer-environmentally-conscious-companies
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Access to Capital

The increasing importance of sustainability in the financial sector positions
ESG as a critical factor in investment decisions. In 2022, ESG assets under
management totalled $30.3 trillion, according to the Global Sustainable
Investment Review by the Global Sustainable Investment Alliance. Bloomberg
predicts that ESG assets will exceed $40 trillion by 2030, growing at a
compound annual growth rate (CAGR) of 3.5%!. Companies with robust ESG
practices attract investors seeking responsible and resilient investment
opportunities, enhancing their ability to acquire capital.

Companies with strong ESG performance often find it easier to access capital.
According to a survey conducted by KPMG?, 71% of M&A dealmakers reported
that ESG considerations have grown in importance in transactions over the
past 12 to 18 months, and 82% stated that ESG is on their M&A agenda,
indicating that capital flows towards companies ranking high on ESG
principles. This trend reflects a broader shift in investment strategies, as
investors increasingly seek sustainable assets.

1 Bloomberg;, ESG AUM set to top $40 trillion by 2030, anchor capital markets (2024)
https://www.bloomberg.com/professional/insights/sustainable-finance/esg-aum-set-to-top-40-trillion-by-2030-anchor-

capital-markets/
2ESG Today: https://www.esgtoday.com/majority-of-ma-dealmakers-would-pay-premium-for-high-esg-maturity-

companies-kpmg-survey/



https://www.gsi-alliance.org/wp-content/uploads/2023/12/GSIA-Report-2022.pdf
https://www.gsi-alliance.org/wp-content/uploads/2023/12/GSIA-Report-2022.pdf
https://www.bloomberg.com/professional/insights/sustainable-finance/esg-aum-set-to-top-40-trillion-by-2030-anchor-capital-markets/
https://www.bloomberg.com/professional/insights/sustainable-finance/esg-aum-set-to-top-40-trillion-by-2030-anchor-capital-markets/
https://www.esgtoday.com/majority-of-ma-dealmakers-would-pay-premium-for-high-esg-maturity-companies-kpmg-survey/
https://www.esgtoday.com/majority-of-ma-dealmakers-would-pay-premium-for-high-esg-maturity-companies-kpmg-survey/
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What Does This Mean for
Management?

For company management, ESG means integrating sustainability into core
business strategies, operations, and decision-making processes. It involves
assessing and mitigating environmental impacts, fostering social responsibility
through equitable practices, and ensuring robust governance structures. Effective
ESG management can enhance a company’s reputation, attract investment, and
drive long-term profitability by addressing risks and opportunities related to climate
change, resource scarcity, and social equity. It requires a commitment to
transparency, stakeholder engagement, and continuous improvement, ultimately
leading to more resilient and sustainable business models that align with evolving
regulatory and market expectations.

For companies to fully embrace ESG, they must integrate sustainability
into every facet of their operations. This involves strategic integration,
transparent reporting, operational changes, and fostering a culture of

strong leadership and engagement.

Operational Changes

Integrating ESG into business
strategy is vital for sustainability

and competitiveness. This
involves leveraging ESG
initiatives for innovation,

incorporating ESG factors into risk
management frameworks, and
recognizing the long-term value
creation from sustainable
practices. Strategic ESG
integration enhances financial
performance and stakeholder
trust by making sustainability a

Meeting ESG criteria necessitates operational
adjustments across supply chains, product
development, and daily operations. Key changes
include strengthening supply chain resilience,
adopting circular economy practices, investing in
energy and resource efficiency, and ensuring
regulatory compliance. These adjustments align
with ESG goals, drive operational efficiencies,
cost savings, and enhance market reputation.

Leadership is crucial in fostering an ESG-

core business driver.

Reporting and Transparency

ESG reporting and transparency  build
accountability and stakeholder trust. Adhering to
frameworks like GRI, SASB, and TCFD, robust
reporting includes materiality assessments,
investor engagement, and continuous
improvement. Transparent ESG reporting meets
regulatory  requirements, boosts corporate
reputation, and attracts ethical investors, driving
sustainable growth and value creation.

friendly culture. This involves engaging
employees through training, promoting
inclusive decision-making, collaborating
with external stakeholders, and fostering a
risk-aware  culture.  Proactive  ESG
leadership enhances employee morale,
strengthens corporate reputation, and
enables effective navigation of ESG
challenges, driving innovation and long-
term value creation.

13
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Strategic Integration

Management's role in integrating ESG considerations into business strategy is
critical for long-term sustainability and competitiveness. Beyond alignment with
corporate objectives, strategic integration involves:

Strategically integrating ESG ensures that sustainability becomes a core driver of
business strategy, enhancing both financial performance and stakeholder trust.

Long-Term Value Creation: Recognizing that sustainable practices
contribute to long-term value creation by fostering trust with
stakeholders, attracting sustainable investment, and ensuring
operational continuity in a rapidly changing global landscape.

Innovation and Differentiation: Leveraging ESG initiatives to innovate
products and services that meet evolving consumer preferences for
sustainability. This includes developing eco-friendly technologies and
adopting circular economy principles

Risk Management: Incorporating ESG factors into risk assessment

ﬁ frameworks to anticipate and mitigate environmental, social, and

A governance risks. This proactive approach not only reduces operational
vulnerabilities but also enhances resilience in the face of regulatory
changes and market shifts.




Reporting and Transparency

ESG reporting and transparency are foundational in demonstrating accountability
and building stakeholder trust. In addition to adherence to frameworks like the
Global Reporting Initiative (GRI), Sustainability Accounting Standards Board
(SASB), and Task Force on Climate-related Financial Disclosures (TCFD), robust

reporting involves: ( l\
N

Materiality Assessment: Engagement with Continuous Improvement:
Conducting thorough Investors: Proactively Committing to continuous
materiality assessments to engaging with investors improvement in ESG
identify and prioritize ESG on ESG metrics and reporting practices by
factors that are most relevant performance to align adopting emerging

to the business and its with their sustainability standards and responding
stakeholders goals and enhance to stakeholder feedback.

investor confidence

Transparent ESG reporting not only satisfies regulatory requirements but also
enhances corporate reputation and attractiveness to ethical investors, thereby
driving sustainable growth and value creation.

15
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Operational Changes

Meeting ESG criteria requires comprehensive operational adjustments across
supply chains, product development, and day-to-day operations. Companies
should consider:

\ involves diversification and implementing stringent ESG criteria for
Oj-:?- selecting and managing suppliers. Companies should partner with
suppliers who adhere to sustainable practices, ensuring ethical sourcing
and production. This includes regular audits for compliance with ESG
standards. Enhanced supply chain resilience can mitigate risks related
to disruptions, regulatory changes, and reputational damage, supporting

business continuity and stability.

__;b Supply Chain Resilience: Strengthening supply chain resilience

Circular Economy Initiatives: Implementing circular economy
practices minimizes waste, promotes recycling, and extends product

@ lifecycles. Companies should design products with recyclability,
reusability, and durability in mind. Developing take-back programs and
sustainable packaging solutions can significantly reduce environmental
impact. Adopting circular economy principles not only conserves
resources but also creates new revenue streams and enhances
competitive advantage.

Energy and Resource Efficiency: Investing in energy-efficient
4/ technologies and sustainable sourcing of raw materials reduces
%Q environmental impact. Companies should conduct energy audits to
identify improvement areas and implement renewable energy solutions.
Water conservation measures, such as rainwater harvesting and
wastewater recycling, can also significantly reduce resource
consumption. These initiatives lower operational costs and demonstrate

a commitment to environmental stewardship.

Regulatory Compliance: Ensuring compliance with evolving ESG
regulations and standards is vital to mitigate regulatory risks and
maintain operational continuity. Companies must stay informed about
local and international ESG requirements, regularly reviewing and
updating compliance strategies. This includes implementing robust
internal controls, conducting regular ESG audits, and reporting
transparently on ESG performance. Compliance protects the company
from legal repercussions and enhances its reputation as a responsible
entity.

D80
LI

These operational changes not only align the company with ESG goals but also drive
operational efficiencies, cost savings, and enhanced market reputation as a
responsible corporate citizen. 16
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Culture and Leadership

Effective leadership is pivotal in cultivating an ESG-friendly culture that permeates
throughout the organization. Beyond setting the tone and demonstrating
commitment to ESG values, leadership should:

030
Ce

Employee Engagement:
Engage employees through
ESG training programs,
workshops, and continuous
education to build awareness
and foster a culture of
sustainability and
responsibility.

*t*
4

External Stakeholder
Collaboration: Collaborate with
external stakeholders, including
customers, suppliers, and
communities, to co-create
sustainable initiatives that
address mutual ESG goals and
priorities.

V=]
B3R,

Inclusive Decision-
Making: Promote inclusive
decision-making processes
that incorporate diverse
perspectives on ESG
issues, ensuring
comprehensive strategies
and solutions.

Risk-aware Culture:
Foster a risk-aware culture
where employees
understand their roles in
managing ESG-related
risks and opportunities,
embedding sustainability
into daily operations

Leadership's proactive stance in promoting an ESG-friendly culture
not only enhances employee morale and retention but also
strengthens the company's reputation as a leader in corporate
responsibility and sustainability. This cultural alignment enables the

organization to navigate complex ESG challenges effectively while

driving innovation and long-term value creation.

17



Why Should Society
Care about ESG?

ESG principles play a crucial role in advancing
sustainable development and enhancing
societal well-being. By integrating ESG factors
into business practices, companies contribute to
economic growth that is environmentally
sustainable, socially inclusive, and ethically
responsible. This approach ensures that current
needs are met without compromising the ability
of future generations to meet their own needs,
fostering a balanced and resilient society.

Society benefits from ESG as it drives positive
change across environmental, social, and
governance dimensions, ensuring a sustainable
and equitable future for generations to come.
Integrating these principles into corporate
strategies not only enhances business
resilience but also fosters a culture of
responsibility and accountability towards
stakeholders and the planet.
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Environmental Protection

ESG practices significantly contribute to environmental protection by reducing
carbon footprints, conserving resources, and promoting biodiversity. Companies
implementing successful environmental initiatives demonstrate:

» Carbon Reduction Strategies: Adopting renewable energy sources and
energy-efficient technologies to minimize greenhouse gas emissions.

» Waste Management Solutions: Implementing recycling programs and reducing
waste production through sustainable practices.

» Conservation Efforts: Preserving natural habitats, protecting ecosystems, and
supporting reforestation initiatives.

These initiatives not only mitigate environmental risks but also support global
efforts to combat climate change and ensure a sustainable future for all.

Social Equity

ESG frameworks promote social justice and equity by prioritizing fair labour
practices, diversity and inclusion, and community engagement. Benefits to
communities and marginalized groups include:

» Fair Employment Practices: Ensuring equal opportunities and fair wages for
employees, regardless of background or identity.

» Community Investment: Supporting local communities through philanthropic
activities, job creation, and infrastructure development.

» Stakeholder Engagement: Collaborating with diverse stakeholders to address
social issues and build inclusive societies.

By integrating social equity into corporate strategies, companies contribute to
societal well-being, reduce inequalities, and foster inclusive economic growth.
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What now

The integration of Environmental, Social, and Governance
(ESG) principles into business practices is no longer a choice
but a necessity. As global challenges such as climate change,
social inequality, and corporate governance issues become
more pressing, the importance of ESG in ensuring sustainable
and ethical business operations has never been clearer. The
growing interest from investors, driven by regulatory pressures,
new climate science findings, and the performance of
sustainable investments, underscores the shift towards
responsible investing and corporate transparency.

For companies, prioritizing ESG means not only managing
risks and seizing opportunities but also building a resilient,
future-ready organization. It involves strategic integration,
robust reporting, operational changes, and a culture of
leadership that aligns with ESG values. By doing so,
businesses can enhance their reputation, attract investment,
and drive long-term profitability.

Investors care about ESG because it represents smart,
sustainable investing, ensuring that their funds are channelled
into businesses that are not only profitable but also
responsible. Companies with strong ESG practices are better
prepared to navigate environmental, social, and governance
challenges, ultimately contributing to their financial
performance and stability.

From a societal perspective, the adoption of ESG principles is
crucial for advancing sustainable development, protecting the
environment, and promoting social equity. By embedding these
principles into their core strategies, companies can contribute
to a more sustainable and equitable world, ensuring that
current and future generations can thrive.

ESG is not just a framework for ethical and responsible
business conduct; it is a pathway to long-term success,
resilience, and societal well-being. As businesses, investors,
and stakeholders continue to recognize the value of ESG, its
role in shaping a sustainable future will only grow more
significant.

20



- ———

How Endurisk Advisory Can Help

Endurisk Advisory offers comprehensive support for companies embarking on
their ESG journey. With expertise in sustainability and governance, we assist
businesses in integrating ESG principles into their core strategies, ensuring
long-term resilience and success. Our services include:

. ESG Risk Assessments: Identify potential environmental, social, and
governance risks and develop tailored mitigation strategies.

. Materiality Analyses: Help companies prioritize the ESG issues most
relevant to their stakeholders and operations.

. ESG Reporting and Compliance: Guide companies through regulatory
requirements and industry standards such as GRI, SASB, and TCFD
frameworks, enhancing transparency and accountability.

. Sustainable Business Model Development: Incorporate circular
economy principles and energy-efficient practices into business
operations.

. Governance Structures: Support companies in implementing robust
governance structures, ensuring ethical conduct, board diversity, and
alignment of executive compensation with sustainability goals.

Partner with Endurisk Advisory to transform your ESG vision into actionable,
impactful strategies that contribute to a sustainable and equitable future.
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Contact Us

@ endurisk.com

Disclaimer: The information provided in this article is for educational and informational purposes only and should not be construed as investment advice. The content is based on publicly
available sources, which we believe to be reliable, but we do not guarantee the accuracy or completeness of any information presented. Any financial decisions you make based on this
information are made at your own risk. We strongly recommend consulting with a qualified financial advisor or conducting your own thorough research before making any invzzent
decisions. The views expressed in this article are solely those of the author and should not be taken as the opinion of Endurisk Advisory or its affiliates. The author and publis| re not
responsible for any losses or damages that may arise from reliance on the information contained in this article.


https://endurisk.com/
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