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THE KEY ROLE
OF ESG STRATEGIES
IN BUSINESS

Today's investors, consumers, employees, suppliers and other
stakeholders are placing demands on organisations of every size
to demonstrate clear ESG (environment, social and governance)
planning and action. Far from a ‘tick in the box’ or a ‘nice to have’,
ESG has become a central, critical component of business
success.

It can help to look at the components that make up ESG to
dgenerate a better understanding of the holistic aim of the model:

¢ Environment focuses on how an organisation minimises its
impact on the environment, encompassing its products and
services, the supply chain and its operations

e Social focuses on the impact of an organisation on wider
society and workplace culture, placing emphasis on equality
and fairness

e Governance refers to the processes of decision-making,
reporting, and the logistics of running a business, looking at
ethical behaviour and transparency of reporting to
stakeholders

Each of these components impacts and influences the other, and
the ‘ESG’ contraction is a useful wrapper to focus leadership
minds on simply ‘doing business better’.
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Specifically, with global warming driving temperatures year on
year, according to the 2023 Global Climate Report fromm NOAA
National Centers for Environmental Information, and current
policies presently in place around the world are projected to
result in about 2.7°C warming above pre-industrial levels,[1] it is
clear that Paris Agreement targets to limit global warming to
1.5°C will be difficult to meet. As a result, we are experiencing
more and more dramatic weather conditions with catastrophic
outcomes. Extreme weather events are ranked as the second-
biggest risk facing the world over the next two years, according
to the World Economic Forum's Global Risks Report 2023.

At the same time, Diversity and Inclusion are finally making it to
the top of the agenda within the workplace with businesses
acknowledging the importance of incorporating measures to
ensure that more women and minorities are represented
through equal and fair workplace practices. Many businesses are
expanding their social engagement outside the scope of hiring
and the workplace by also giving back to society and investing in
initiatives that improve society as a whole tackling disease,
homelessness and offering youth more opportunities for the
future.

Finally, as technology evolves and businesses take on a more
responsible approach to making the world a better place, the role
of governance initiatives is increasing, as it becomes evident that
without clear ethical guidance it is impossible to make impactful
decisions for the future of society and the environment, as well as

the business.
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BUSINESSES NEED TO RESPOND TO
GROWING CONCERNS

The strategic importance of ESG in the business world reflects
the greater focus of society as a whole on environmental and
ethical matters. Climate change is a headline concern, as is social
justice, diversity and inclusion. People are making considered
changes to their own lives and habits, and they want and expect
the businesses they interact with to be similarly engaged and
responsible.

More than simply shaping individual buying habits, heightened
consumer awareness around ESG-related matters is increasing
the pressure on all types of business to go above and beyond
business as usual.

Transparency around ESG standards and performance is a key
part of today's tenders and buying patterns, for example.
Businesses are not only tasked with advancing their own ESG
operation, they must also work to bring their upstream supplier
base along on the ESG journey and to redesign their services and
offerings within a sustainable framework.

Specifically, the benefits of making ESG a key part of business
practices are enhanced reputation among customers, end clients
and prospective talent (especially climate conscious Gen-Z),
stronger relationships with stakeholders that see the tangible
benefits of long term ethical commitments and improved access
to capital, as many funds and investors are increasingly making
ESG values a determining factor for their selection of which
companies to invest in.
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Stakeholders will more gladly be associated with businesses that
are able to bring about positive change both for the reputational
benefits involved, and for the additional ability virtuous
businesses will have of acquiring new clients, visibility on the
market and attracting investment which is increasingly
conscious of ESG commitments. Both international governments
and the increased attention younger generations place on
sustainability are helping drive this agenda.


































