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Foreword

Lokesh Bohra
Partner, Government and
Public Sector, ESG,
Public Policy,
eGovernance, Smart

Cities, Social Impact

The way a company interacts with its stakeholders is increasingly
reflected in its Environment, Social, and Governance (ESG) metrics.
ESG scores are determined through various reporting methods and
compliance rates are predicted to rise following the recent SEBI
(Securities and Exchange Board of India) mandate, which requires
all listed companies to file Business Responsibility and
Sustainability Reports (BRSR) covering their ESG performance.
Sustainable companies that value their people and are led by
competent executives are becoming increasingly important in light
of the current global challenges such as the climate catastrophe,
economic downturn, and COVID-19 pandemic.

Investors are prioritizing ESG-compliant corporations, and
sustainable brand impressions are helping businesses win loyal
customers. Good governance and an emphasis on staff welfare
have far-reaching consequences. India is seeing an uptick in the
ESG movement, and similar rules in the area of environmental
stewardship are expected to be implemented in the near future.

The evolving ESG ecosystem in India is bringing insights into the
current ESG overview, issues faced in achieving compliance and
reporting, and significant drivers of growth and adoption. To discuss
the state of ESG compliance in India, share perspectives, and find
solutions, we look forward to engaging with investors, government
officials, policymakers, ESG experts, and compliance officers. We
anticipate a productive exchange of ideas and thoughts.



The Rise of ESG in Global Business

Source:freepik.com; Images used for representational purpose only.

In today’s world, business is no longer solely focused on maximizing profits and
shareholder value. There is a growing awareness of the impact that companies have on
society and the environment, and the need to address these issues in a responsible and
sustainable manner. This has led to the rise of ESG, which stands for Environmental,

Social, and Governance, as a critical factor in the global business landscape.

ESG considerations have become increasingly important for companies as investors,
consumers, and other stakeholders demand more transparency and accountability. For
example, a survey by Edelman found that 64% of consumers worldwide would buy from

or boycott a brand based on its social or political stance, and 87% of consumers believe



that companies should place at least equal weight on social interests as they do on

business interests.

ESG is not just a passing trend. A report by MSCI found that companies with strong ESG
performance are more resilient in times of crisis and have a better long-term financial
performance compared to companies with weak ESG performance. In fact, a study by
Harvard Business Review found that companies with strong ESG performance had a 4.8%

higher return on assets (ROA) compared to those with weak ESG performance.

The importance of ESG is also reflected in the regulatory landscape. Governments around
the world are increasingly implementing policies and regulations that require companies
to disclose their ESG performance. For example, the European Union’s Sustainable
Finance Disclosure Regulation (SFDR) requires financial market participants and financial
advisers to disclose information on how they integrate ESG factors into their investment

decisions.

In addition, ESG considerations have become a critical factor in mergers and acquisitions.
A survey by Deloitte found that 88% of respondents consider ESG issues when making
an acquisition, and 78% believe that ESG issues will become more important in future

transactions.

ESG is not just about mitigating risk or complying with regulations. It can also create new
opportunities for companies to differentiate themselves and create value. For example,
Unilever’s Sustainable Living Plan has helped the company increase its market share in
the personal care market and create new revenue streams by developing sustainable

products.



In summary, ESG considerations have become increasingly important in the global
business landscape. They are not just a moral imperative, but also a critical factor in
creating long-term value and resilience for companies. Companies that ignore ESG issues
are likely to face reputational damage, regulatory penalties, and financial
underperformance. On the other hand, companies that embrace ESG can create new
opportunities, attract investors and customers, and contribute to a more sustainable and

equitable world.



ESG in Practice: What Works, What
Doesn’t, and Why?
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ESG investing has gained significant traction in recent years, and investors are
increasingly integrating ESG factors into their investment decisions. However, not all ESG
strategies are created equal, and it’'s important to understand what works, what doesn't,

and why.

1. The Importance of Materiality

One of the most crucial factors in implementing an effective ESG strategy is identifying
material issues. Material issues are those that are most relevant and impactful to a

company’s operations and stakeholders. Focusing on material issues not only helps
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companies prioritize their efforts but also provides investors with a clearer understanding

of the company’s risks and opportunities.

For example, if a company operates in an industry with a high carbon footprint, addressing
its carbon emissions would likely be a material issue. On the other hand, if the company
has a negligible impact on the environment, other issues such as labor practices or supply

chain management may be more material.

2. The Limits of Negative Screening

Negative screening, or the process of excluding companies based on ESG criteria, has
been a popular approach in ESG investing. However, this strategy has its limitations.
Negative screening may exclude companies with high ESG risks, but it doesn’t necessarily
identify companies with strong ESG practices or those that are making progress towards

improving their ESG performance.

For example, excluding a company that operates in a controversial industry, such as
tobacco or weapons, may seem like a responsible choice. However, this approach doesn’t
take into account companies that have taken steps to reduce their environmental impact,

promote diversity and inclusion, or improve corporate governance.

3. The Importance of Engagement

Engagement, or actively communicating with companies on ESG issues, is an essential
aspect of effective ESG investing. Engagement allows investors to influence companies
and encourage them to improve their ESG performance. It can also provide investors with
a deeper understanding of the company’s ESG risks and opportunities, enabling them to

make more informed investment decisions.



For example, investors can engage with companies on issues such as climate change,
human rights, and supply chain management. By working with companies to address

these issues, investors can help mitigate risks and create long-term value.

4. The Role of Data and Metrics

Data and metrics are critical to effective ESG investing. They provide investors with a
standardized way to evaluate companies’ ESG performance and compare them to their
peers. However, not all ESG data and metrics are created equal, and investors need to

be discerning when evaluating them.

For example, some ESG data providers may rely on self-reported data, which may not be
accurate or comprehensive. Other providers may use different methodologies or
weightings, which can lead to different results. It's important for investors to understand
the data and metrics used by ESG data providers and evaluate them based on their

relevance and materiality.

In conclusion, effective ESG investing requires a nuanced understanding of what works,
what doesn’t, and why. Investors need to focus on material issues, move beyond negative
screening, engage with companies, and use data and metrics wisely. By doing so,
investors can create long-term value and contribute to a more sustainable and equitable

world.



ESG Integration — Best Practices and
Lessons Learned
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As businesses around the world start to embrace the importance of ESG integration, it is
crucial to understand the best practices and lessons learned through recent events. In this
chapter, we will take a closer look at how businesses are implementing ESG integration

and the impact it has on various stakeholders.

Recent Events

One of the most significant events that highlighted the importance of ESG integration was

the COVID-19 pandemic. The pandemic brought about a shift in the business landscape,
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emphasizing the need for businesses to reassess their operations’ sustainability. The
pandemic exposed the vulnerability of the global supply chain and highlighted the

importance of responsible sourcing and ethical practices.

As a result, many businesses started to integrate ESG factors into their decision-making
processes. For instance, clothing retailer H&M implemented a circular business model,
where it aims to reduce waste and increase the reusability of its products. The brand also
introduced a recycling program where customers can bring in their old clothes and receive
a discount voucher to purchase new items. Another example is Unilever, which has set
ambitious sustainability goals and is working to reduce its environmental impact while also
increasing its positive social impact. Patagonia as we know, which has long been a leader
in sustainable fashion and has made commitments to reducing its carbon footprint and

increasing transparency in its supply chain

ESG Integration Best Practices

To achieve a successful ESG integration, businesses must adopt best practices to ensure
that they are addressing all three components — Environment, Social, and Governance.

Some of the best practices include;
1. Stakeholder Engagement: It is crucial to engage with all stakeholders, including
employees, customers, investors, and regulators, to understand their concerns and

expectations adequately.

2. ESG Data Collection: Businesses must collect accurate and reliable data concerning

ESG performance to identify areas of improvement and track performance over time.
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3. ESG Risk Assessment: Identify and assess ESG risks that could impact the business,

such as climate change, labor practices, and regulatory compliance.

4. Integration in Business Strategy: ESG integration should be embedded within the
business strategy, not just be a standalone initiative. Such integration could help the
business to achieve its long-term vision and goals while addressing ESG risks. Ensure
transparency and disclosure of ESG performance, including reporting and communication

with all stakeholders.

ESG Integration Lessons Learned

The following are some of the lessons learned in achieving ESG integration;

1. Communication: Business leaders must communicate their ESG goals and objectives
with stakeholders, both internally and externally, to create awareness, set expectations,

and gain support. Integration requires cross-functional collaboration and communication

2. Collaborative Efforts: Collaboration with stakeholders is key to achieving ESG
integration. Collaboration with suppliers, investors, and regulatory bodies help the
business to achieve its ESG goals. ESG integration requires a long-term perspective and

commitment from all levels of the organization.

3. Flexibility: Businesses must be flexible and adapt to changes, such as market trends,
technology advancements, and evolving regulations. Engaging with stakeholders is critical
for understanding their expectations and priorities. ESG integration requires a long-term

perspective and commitment from all levels of the organization
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Key Metrics and Data for ESG Integration:

e Environmental: carbon emissions, water usage, waste reduction, renewable

energy usage

o Social: employee diversity and inclusion, health and safety, community impact,

human rights

e Governance: board composition and independence, executive compensation,

anti-corruption policies, risk management

Conclusion

ESG integration is essential for the sustainability of businesses, ensuring that they create
long-term value for all stakeholders. Recent events have highlighted the importance of
ESG integration, pushing businesses to adopt best practices and lessons learned. By
implementing ESG integration, businesses can gain a competitive advantage in the
market, attract more customers, and promote innovation. ESG integration is no longer a
nice-to-have, but a necessity for businesses to thrive in today’s global business landscape.
By implementing best practices, learning from lessons learned, and tracking key metrics
and data, businesses can successfully integrate ESG into their operations and

demonstrate their commitment.

References:
1. H&M. (2020). H&M Garment Collecting — Conscious. Retrieved

from https://www2.hm.com/en us/conscious/hm-garment-collecting.html

2. Global Reporting Initiative. (n.d.). Best Practices in Sustainability Reporting. Retrieved

from https://www.globalreporting.org/information/sustainability-reporting/Pages/best-

practice.aspx
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ESG and Social Responsibility:
Balancing Stakeholder Interests
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Environmental, social, and governance (ESG) factors are becoming increasingly important
in investment decisions. Investors are not only looking for financial returns but also
ensuring that their investments are environmentally and socially responsible. Social
responsibility is an area that has taken center stage in recent times. Companies are being

held accountable for their actions, and investors are increasingly aware of the impact of
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these actions on stakeholders. One of the examples of social responsibility in action is the
recent firing of employees from tech companies globally. Tech companies are notorious
for firing employees who challenge the status quo. For instance, in July 2020, an employee
of Coinbase, a cryptocurrency firm, was fired for voicing concerns against the company’s
decision to remain apolitical. The employee’s tweet stirred a heated debate on social
media, with many calling for a boycott of Coinbase. More recently, Google fired a
researcher who wrote a paper criticizing the company’s diversity policies. These incidents
are not isolated. In 2018, Google employees staged a walkout after the company paid
massive severance to a top executive accused of sexual misconduct. Similar incidents
have been reported in other tech companies such as Uber, Tesla, and Amazon. The
question that arises is, “how do companies balance the interests of stakeholders while still
protecting investors’ interests?” Companies are legally bound to protect the interests of
shareholders who have invested in the company. However, they also have a responsibility
to protect the interests of other stakeholders such as employees, customers, and the
environment. These interests are not necessarily in conflict, but balancing them requires

a delicate approach.

One way companies can balance the interests of stakeholders is by prioritizing social
responsibility in their operations. Companies can adopt social responsibility policies that
address the concerns of stakeholders. Environmental concerns can be addressed by
setting targets for reducing carbon emissions, using renewable energy, and adopting eco-
friendly production processes. Addressing employee concerns can be achieved by setting
fair labor practices, providing a safe working environment, and promoting diversity and
inclusion. Companies that prioritize social responsibility are more likely to attract socially
conscious investors who are looking for long-term investments. These investors are not
necessarily looking to make quick profits; they are more concerned about the impact of

their investments on society and the environment.
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Companies that prioritize social responsibility are also more likely to build a positive
reputation, which can translate to increased customer loyalty. However, prioritizing social
responsibility can also have a negative impact on investors. For instance, companies that
prioritize environmental concerns may have to invest in expensive eco-friendly
technologies, which may eat into profits. Similarly, companies that adopt fair labor
practices may have to pay higher wages, which may also impact profits. In such cases,
investors may have to choose between supporting social responsibility or profits. Investors
can protect their interests by being aware of social responsibility in the companies they
invest in. They can research the companies’ social responsibility policies and practices to
ensure they align with their values. Responsible investing has become increasingly
popular, with investors becoming more aware of the impact of their investments on the
environment and society. As a result, companies that prioritize social responsibility are

more likely to attract responsible investors.

In conclusion, social responsibility is becoming increasingly critical in investment
decisions. Companies have a responsibility to balance the interests of stakeholders while
still protecting the interests of investors. Social responsibility policies and practices can
help companies achieve this balance by addressing the concerns of stakeholders.
Investors can protect their interests by researching the companies they invest in and
ensuring they align with their values. Responsible investing is becoming widespread, and

companies that prioritize social responsibility are likely to attract responsible investors.
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ESG Success Stories and Emerging
Trends
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Introduction

Environmental, social, and governance (ESG) factors have emerged as critical
considerations for businesses across industries worldwide. In recent years, companies
have been incorporating ESG principles into their operations and decision-making
processes, leading to positive financial performance and strong stakeholder support. ESG

success stories abound, and emerging trends in sustainable practices are pointing to an
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increasingly robust future. In this chapter, we will discuss some of the most prominent ESG

success stories and emerging trends, highlighting their benefits and potential for the future.

Financial Performance and Stakeholder Support

Companies that have incorporated ESG factors into their decision-making processes are
experiencing positive financial performance and strong stakeholder support. Research has
shown that companies with high ESG ratings have outperformed their peers in the long
run. For example, a study by Harvard Business School found that companies with strong
ESG performance outperformed their peers by 2—3% annually in terms of stock market
performance. Furthermore, stakeholder support has become increasingly important, with
investors and consumers demanding greater transparency and action on ESG issues. For
instance, BlackRock, the world’s largest asset manager, has made ESG a central part of
its investment strategy, stating that “climate risk is investment risk”. Another example,
Nestle, a global food and beverage company, has reported strong financial performance

after integrating ESG factors into its business strategy.

Ambitious Sustainability Goals, progress, and Environmental Impact

Numerous companies have set ambitious sustainability goals and have made significant
progress in reducing their environmental impacts and carbon footprints. For example,
Apple has committed to becoming carbon neutral by 2030, while Unilever has set a goal
to achieve net-zero emissions by 2039. Furthermore, companies are adopting innovative
technologies and business models to achieve their sustainability goals. For instance, IKEA
has invested in renewable energy, installing over 1 million solar panels and owning 547
wind turbines, while Adidas has launched a circular innovation program to create products

made from recycled materials.
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Social Inequalities and Diversity and its importance

The social aspect of ESG has become increasingly important, as stakeholders demand
greater transparency and action to address social inequalities and promote diversity and
inclusion. For instance, companies are taking steps to address issues such as gender and
racial pay gaps, and are promoting diversity and inclusion in their workforce. For example,
Intel has set a goal to achieve full representation of women and underrepresented
minorities in its US workforce by 2020, while Salesforce has implemented a program to
promote equal pay for women and men. Starbucks, for example, has made significant
strides in addressing racial inequality and has committed to hiring 100,000 Black,

Indigenous, and People of Color (BIPOC) employees by 2025.

Innovative Technologies and Business Models

Companies are adopting innovative technologies and business models to achieve their
ESG goals, such as renewable energy investments and circular economy initiatives. For
example, Siemens Gamesa, a leading wind turbine manufacturer, is developing
technology to produce hydrogen from wind power, while HP has launched a recycling
initiative that uses plastic from ocean-bound waterways to make new printer cartridges.
For example, IKEA has made significant investments in renewable energy, and its global

operations are now powered entirely by renewable energy.

Evolving ESG Reporting and Assurance Standards

ESG reporting and assurance standards are evolving, with investors and regulators
requiring greater disclosure and transparency. For instance, the Task Force on Climate-
related Financial Disclosures (TCFD) has developed recommendations for voluntary
climate-related financial disclosures, while the Sustainability Accounting Standards Board
(SASB) has developed industry-specific sustainability accounting standards. Furthermore,
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investors are increasingly seeking assurance on ESG disclosures to ensure their accuracy
and reliability. Companies such as Tesla have embraced these changes and have set new

standards for ESG reporting and assurance.

Green Finance and Sustainable Investing

Green finance and sustainable investing are gaining momentum, with more investors
seeking out companies with strong ESG credentials and offering financing options for
sustainable projects. For example, green bonds, which are used to finance
environmentally friendly projects, have seen explosive growth in recent years, with
issuance reaching a record $269.5 billion in 2020. Furthermore, sustainable investing has
become mainstream, with assets in sustainable funds surpassing $1 ftrillion in 2020.
BlackRock, the world’s largest asset manager, has committed to investing $1.5 trillion in

sustainable assets by 2030.

Government Regulations and Policies

Governments and policymakers are increasingly recognizing the importance of ESG and
implementing regulations and policies to promote sustainability and environmental
protection. For example, the European Union has developed a taxonomy for sustainable
activities, while China has implemented a carbon trading scheme. Furthermore, the Biden
administration in the US has made climate change a top priority, rejoining the Paris Climate

Agreement and proposing ambitious climate targets.

In the European Union, the Sustainable Finance Disclosure Regulation (SFDR) was

introduced in 2021, which requires financial firms to disclose information on how they

integrate ESG factors into their investment decisions. Similarly, the UK government
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introduced a law in 2018 requiring companies with more than 250 employees to disclose

their greenhouse gas emissions.

In the United States, President Joe Biden’s administration has prioritized ESG issues, with
a focus on combating climate change and promoting social equality. In January 2021,
Biden signed an executive order rejoining the Paris Climate Agreement, signaling a
commitment to reducing greenhouse gas emissions. The administration has also
proposed the creation of a Civilian Climate Corps to provide jobs and training in climate-

focused industries.

ESG and Environmental Protection

ESG factors play a significant role in promoting environmental protection. For instance, in
the energy sector, companies are increasingly investing in renewable energy sources like
wind and solar power to reduce their carbon footprint. The Danish energy company Qrsted
is a prime example, having transformed its business from a fossil fuel-based energy
company to a leader in offshore wind power. The company has committed to achieving

carbon neutrality by 2025 and is a strong advocate for ESG investing.

In addition to the energy sector, ESG factors are also crucial in the agriculture and food
industries. Companies like Beyond Meat and Impossible Foods are revolutionizing the
food industry by producing plant-based meat alternatives, which have a significantly lower
environmental impact than traditional meat production. By reducing greenhouse gas
emissions and promoting sustainable food production, these companies are contributing

to environmental protection through their ESG initiatives.
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ESG and Social Responsibility

ESG factors also play a critical role in promoting social responsibility, particularly in
industries with significant social impacts like healthcare and technology. For example,
Johnson & Johnson’s sustainability program focuses on ensuring access to affordable
healthcare and improving health outcomes globally. The company has set ambitious goals

to reduce its carbon footprint and promote sustainability in its supply chain.

Similarly, technology companies like Google and Microsoft are leveraging their resources
to promote social responsibility through ESG initiatives. Microsoft has committed to
becoming carbon negative by 2030 and has launched a $1 billion climate innovation fund
to develop and deploy new technologies to combat climate change. Google has invested
in renewable energy projects and has committed to using 100% renewable energy for its

global operations.

The Importance of ESG Factors during COVID-19

The COVID-19 pandemic has brought the importance of ESG factors to the forefront, as
companies around the world have had to shift their priorities to prioritize employee health
and safety and provide support to communities in need. For instance, some companies
have implemented remote working policies and provided essential supplies to employees
to ensure their safety during the pandemic. Additionally, companies have launched
initiatives to support local communities, such as donating funds or essential goods to those
in need. Walmart provided additional pay and benefits to its employees and donated over

$1 billion in cash and in-kind contributions to support local communities.

An example of a company that has prioritized ESG factors during the pandemic is Unilever.

The company launched a €100 million global relief program to support efforts to tackle the
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spread of COVID-19. The program includes donating products, such as soap, sanitizer,
and food, as well as providing financial support to those impacted by the pandemic. The
company has also implemented strict health and safety protocols to protect the health of

its employees and to ensure business continuity.

The Intersection of ESG and Technology

The intersection of ESG and technology is a growing trend, with emerging technologies
such as blockchain and Al being used to enhance ESG reporting and to enable greater
transparency and traceability in supply chains. These technologies can help companies
collect and analyze data related to ESG factors, allowing for more accurate reporting and

decision-making.

An example of a company leveraging technology to enhance its ESG reporting is IBM. The
company has developed a blockchain platform to track the sourcing of minerals used in
electronics manufacturing, providing greater transparency and traceability in supply
chains. By using blockchain technology, IBM can verify the origins of minerals and ensure
that they are ethically sourced, minimizing the risk of human rights violations and

environmental harm.

The COVID-19 pandemic has highlighted the importance of ESG factors in corporate
decision-making, and companies are taking steps to prioritize employee health and safety
and support their communities. The intersection of ESG and technology is also a growing
trend, with emerging technologies being used to enhance ESG reporting and enable
greater transparency and traceability in supply chains. Companies that prioritize ESG
factors and leverage technology to support their efforts are likely to be well-positioned for

long-term success.
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Key Takeaway

ESG has become a crucial consideration for businesses across the globe. Companies that
have incorporated ESG factors into their operations and decision-making processes have
experienced positive financial performance and strong stakeholder support. Ambitious
sustainability goals, social responsibility, innovative technologies, evolving ESG reporting
standards, green finance, government policies and regulations, COVID-19 response, and

intersection of ESG and technology are emerging trends.
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ESG and Institutional Investors: Key
Drivers and Challenges

source: freepik.com; images used for representational purpose only.

In recent years, environmental, social, and governance (ESG) factors have become crucial
in the investment decisions of institutional investors across the globe. The growing

preference for responsible investing has been driven by a combination of regulatory
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changes, investor demand, and an increasing awareness of the risks posed by climate

change and social inequality.

ESG investing has gained significant momentum in 2020, with businesses around the
world taking steps to improve their ESG performance. For instance, Microsoft announced
its plans to become carbon negative by 2030, while BlackRock launched new ESG
investment strategies aimed at addressing climate risks. Similarly, Tata Steel committed

to reducing its carbon footprint by 50% and achieving carbon neutrality by 2050.

ESG investing has also gained traction in India, with organizations like the Securities and
Exchange Board of India (SEBI) introducing ESG reporting requirements for listed
companies. Moreover, Indian businesses are increasingly recognizing the importance of
ESG factors in their operations, as evidenced by the launch of the National ESG Index in

December 2020.

Despite the growing interest in ESG investing, institutional investors face several
challenges in integrating ESG factors into their investment decisions. One of the main
challenges is the lack of standardized data and metrics for ESG performance evaluation.
As a result, investors often rely on subjective assessments of ESG factors, which can lead
to inconsistencies and inaccuracies in investment decisions. Moreover, there is a
perception that ESG investing may result in lower returns due to higher costs associated
with responsible investing. However, recent studies have found that companies with strong
ESG performance tend to outperform their peers in the long run, suggesting that ESG
investing can be financially rewarding. Another challenge faced by institutional investors
is the limited availability of ESG-related investment opportunities in some markets. For

instance, in the emerging markets like India, there is a dearth of investment options that
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meet ESG criteria. This limits the ability of institutional investors to diversify their ESG

portfolios and fully benefit from the opportunities provided by ESG investing.

In conclusion, ESG investing has emerged as a key driver of institutional investor decision-
making, with an increasing number of businesses recognizing the importance of ESG
factors in their operations. However, the lack of standardized data and metrics, perceived
financial costs, and limited investment opportunities remain significant challenges in
realizing the full potential of ESG investing. As investors, we need to collectively work
towards overcoming these hurdles and identifying the best ways to optimize the financial
and social returns of ESG investing. In the words of Larry Fink, CEO of BlackRock,
“Sustainability is becoming increasingly central to the way that investors think about long-
term value creation, and we believe that the pandemic has only accelerated that trend.” It
is imperative that we recognize the importance of ESG investing in creating a sustainable

future for ourselves and generations to come.
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ESG Disclosure: Meeting Investor
Expectations and Regulatory
Requirements
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Environmental, social, and governance (ESG) disclosure has become a crucial issue and
meeting investor expectations and regulatory requirements is essential. In recent years,
there has been a growing trend in the investment landscape where investors are shifting
their focus on sustainable investments, and ESG disclosure is at the center of this focus.
This has led to the emergence of a new paradigm where companies are compelled to
disclose their ESG activities and performance to meet investor expectations and

regulatory requirements.
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On the issue of ESG disclosure from an Indian perspective, the Securities and Exchange
Board of India (SEBI) has recently introduced the Business Responsibility and
Sustainability Report (BRSR) for listed companies. The BRSR aims to provide investors
with a comprehensive understanding of a company’s ESG activities and performance. As
India’s economy continues to grow, it is essential that companies in India recognize the
importance of ESG disclosure to attract more investments from global investors who are

increasingly environmentally and socially conscious.

From an American perspective, the Securities and Exchange Commission (SEC) has
recently revised its guidelines on ESG disclosure. The new guidelines are expected to
improve the quality of ESG disclosure to investors, thus leading to better-informed
investment decisions. This move is a recognition of the growing trend in ESG investing in

the US and the need for clear and transparent ESG disclosures by companies.

Europe, on the other hand, has long been at the forefront of ESG investing, with leading
asset managers and banks integrating ESG considerations into their investment approach.
The European Union’s Non-Financial Reporting Directive requires companies to report on
their ESG activities, leading to increased transparency and accountability on non-financial

matters.

In South East Asia, ESG disclosure initiatives are gaining momentum. For example, the
Monetary Authority of Singapore has introduced guidelines on sustainability reporting for
financial institutions. The guidelines encourage financial institutions to disclose their ESG
activities and performance, with the aim of improving the quality of ESG disclosures by

financial institutions in the region.
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In conclusion, ESG disclosures are increasingly becoming an essential aspect of the
investment landscape, with regulators and investors recognizing the importance of ESG
considerations. Companies that fail to disclose their ESG activities and performance face
reputational and financial risks. As we move towards a more sustainable future, the
integration of ESG considerations in investment decisions and the disclosure of ESG
activities and performance by companies will become even more critical in meeting

investor expectations and regulatory requirements.
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ESG Reporting: Best Practices and
Transparency
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Environmental, social and governance (ESG) reporting has become increasingly popular
in recent years as businesses recognise the importance of transparency in their
operations. ESG reporting allows companies to not only track their own sustainability
impact but also provide stakeholders with a comprehensive view of their policies,

practices and performance.

In this chapter, we will explore the best practices for ESG reporting, the challenges that

businesses face, and the steps they can take to overcome these challenges. We will also

highlight key activities and sentiments across different geopolitical environments.
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ESG Reporting Framework

At its core, ESG reporting measures how companies perform against environmental,
social and governance benchmarks. These benchmarks are often laid out in frameworks
such as the Global Reporting Initiative (GRI) or the Sustainability Accounting Standards
Board (SASB), which provide guidelines for reporting ESG metrics.

The GRI framework is one of the most widely used ESG reporting standards worldwide.
The framework provides a range of reporting options, including core and comprehensive
reporting. It enables companies to report on a range of sustainability issues, including

governance, ethics, social impact, and environmental performance.

The SASB standards are focused on industry-specific ESG reporting. It helps companies
identify the relevant ESG topics for their industry and provides standardised ESG

disclosures that are useful to investors.

ESG Reporting Challenges

ESG reporting has been met with challenges, including the lack of standards and

regulations as well as the lack of consistency in reporting across industries.

The lack of standards and regulations means that companies face challenges in
identifying which ESG metrics they should report on. Companies may also face
challenges when measuring their ESG performance against global benchmarks, as

many indicators can be difficult to interpret or do not have globally recognised standards.

Another challenge is inconsistency in ESG reporting across industries. Different

companies from different industries report on different metrics and benchmarks, making
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it difficult for investors to compare the ESG performance of different companies in a

single industry.

Moreover, ESG reporting is still a new area of reporting, which means that many
companies have limited experience with ESG disclosures. This may result in inaccurate

data, incomplete disclosures, or lack of data to report.

Steps to Overcome ESG Reporting Gaps

To overcome these gaps in ESG reporting, companies should start by determining which
reporting standards and frameworks best suit their industries. Companies can
collaborate with their peers to launch industry-specific initiatives and develop

standardised reporting benchmarks for specific ESG indicators.

Investors can help bridge the gap by engaging with companies to encourage greater
transparency in ESG reporting. They can also influence reporting standards by
communicating their preferences to market regulators regarding ESG reporting

requirements.

Companies can also engage with third-party providers for verification services to ensure
the accuracy of their ESG reporting. They can even consider hiring ESG experts to
oversee ESG reporting and compliance.

ESG Across Different Geographies

In Europe, the European Union (EU) has been leading the charge when it comes to ESG

reporting. The EU published a regulation on the disclosure of sustainability data for large
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companies, which requires companies to disclose a broad range of non-financial

information, including ESG reporting indicators.

In the US, the SEC has been developing ESG reporting requirements, although these
have been slower to develop compared to Europe. There have also been calls by US

investors for companies to provide ESG disclosures in their financial reports.

In Asia, China has taken steps towards ESG reporting requirements by including non-
financial information in annual reports, including information related to ESG performance.
Japan has also been promoting ESG reporting for listed companies as part of its

corporate governance reforms.

In conclusion, ESG reporting is here to stay, and it is critical for businesses to get it right.
The key to effective ESG reporting lies in selecting the relevant reporting framework and
standards, ensuring accuracy in data collection and disclosure, embracing transparency
and seeking feedback from stakeholders. While ESG reporting comes with its
challenges, its benefits are clear and can help companies in enhancing their
sustainability impact and responding to the increasing demand of stakeholders for

transparency and accountability.
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ESG and Risk Management: Mitigating

Corporate Risks and Ensuring

Sustainability
e

source: freepik.com; images used for representational purpose only.

Environmental, Social, and Governance (ESG) considerations have become a critical
factor in corporate risk management and sustainability. The COVID-19 pandemic has
brought ESG to the forefront of business strategy as it has highlighted the importance of
social responsibility, environmental stewardship, and corporate governance in ensuring
business continuity and resilience. Companies that prioritize ESG initiatives and
integrate them into their risk management frameworks are better equipped to navigate
uncertainties and mitigate risks that could impact their reputation, finances, and long-

term sustainability.
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Recent events have demonstrated the importance of ESG in corporate risk
management. For example, the pandemic has highlighted the social responsibility of
companies to ensure the health and safety of their employees, customers, and
communities. Companies that failed to prioritize employee safety faced reputational
damage, legal action, and lost business. Furthermore, the pandemic has increased
awareness of the importance of sustainability as it has highlighted the

interconnectedness of environmental and social issues.

Businesses around the world have recognized the importance of ESG and have
incorporated ESG considerations into their risk management frameworks. For instance,
in India, Tata Steel has integrated ESG considerations into its business strategy and risk
management framework. In a recent statement, the company highlighted its commitment
to sustainability and stated that “we have adopted a robust ESG framework to ensure
that we operate responsibly and sustainably, which will help us mitigate risks, enhance

resilience and create long-term value.”

Similarly, international leaders have recognized the importance of ESG in mitigating risks
and ensuring sustainability. Larry Fink, CEO of BlackRock, the world’s largest asset
manager, has stated that “climate risk is investment risk” and that companies must
prioritize ESG considerations to ensure long-term value creation. In another statement,
Fink emphasized the importance of corporate responsibility and stated that “companies
must benefit all of their stakeholders, including shareholders, employees, customers, and

the communities in which they operate.”

ESG metrics and data have become important indicators of corporate sustainability and
risk management. For example, the Carbon Disclosure Project (CDP) provides

companies with a platform to report their carbon emissions, climate risks, and
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sustainability initiatives. The CDP data is used by investors, stakeholders, and
governments to assess companies’ sustainability performance and inform investment

decisions.

Analogies and examples can help illustrate the importance of ESG in corporate risk
management. For instance, consider the analogy of a tree. A tree must have a strong
foundation, healthy roots, and proper nourishment to grow and thrive. Similarly, a
company must have strong corporate governance, social responsibility, and

environmental stewardship to ensure sustainability and resilience.

In conclusion, ESG considerations have become critical factors in corporate risk
management and sustainability. Companies that prioritize ESG initiatives and integrate
them into their risk management frameworks are better equipped to navigate
uncertainties and mitigate risks that could impact their reputation, finances, and long-
term sustainability. Leaders around the world have recognized the importance of ESG in
ensuring corporate responsibility, resilience, and long-term value creation. ESG metrics
and data have become important indicators of corporate sustainability, and analogies

and examples can help illustrate the importance of ESG in corporate risk management.
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Introduction: As the world continues to grapple with the challenges posed by climate
change, companies and investors alike are increasingly recognizing the importance of
environmental, social, and governance (ESG) factors in their decision-making processes.
Incorporating ESG considerations into strategic planning can help businesses mitigate
risks, enhance their reputation, and achieve long-term sustainable growth. In this final
chapter, we will explore key strategies for effectively integrating ESG considerations into

business operations.
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Strategic Planning for ESG Integration:

e Develop a comprehensive ESG strategy that aligns with the company’s
overall goals and values. This should involve a clear understanding of the

company’s impact on the environment, society, and its stakeholders.

e Incorporate ESG factors into the company’s risk management framework.
This includes identifying and mitigating ESG-related risks, such as supply

chain disruptions or reputational damage.

o Engage with stakeholders to understand their ESG concerns and
expectations. This can help build trust and enhance the company’s

reputation.

o Integrate ESG considerations into the company’s decision-making processes.
This means taking ESG factors into account when making investments,

setting targets, and evaluating performance.

o Ensure that the company has the necessary resources and capabilities to
implement its ESG strategy. This may involve building internal capacity,

developing partnerships, or investing in new technologies.

o Communicate the company’s ESG performance to stakeholders in a
transparent and accurate manner. This includes regular reporting and
disclosure of ESG metrics, as well as engaging with investors and other

stakeholders on ESG-related issues.

Conclusion: Integrating ESG considerations into strategic planning is not only the right
thing to do, but it is also a smart business strategy. By taking a proactive approach to
ESG, companies can mitigate risks, build trust, and drive long-term sustainable growth.

As investors and consumers increasingly demand greater transparency and action on
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ESG issues, companies that fail to integrate ESG considerations into their operations
may find themselves at a competitive disadvantage. By following the strategies outlined
above, companies can effectively integrate ESG considerations into their strategic

planning and position themselves for success in a rapidly evolving business landscape.
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Thank you for your patience and encouragement. For discussions, suggestions and general
connection, reach out to me on linkedin, www.linkedin.com/in/lokeshbohra
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