£\ THE HONG KONG e o o Cocaton
Qb POLYTECHNIC UNIVERSITY FREERR

— BEiSRTHERF = T T o EL
SUCC=SS 1zmsstneszmmmadoms LA SPEED,_-

COLLEGE OF PROFESSIONAL AND
CONTINUING EDUCATION
WS B RLAE BB

HR
@) ) ST )
& ESG?

&) 5P (MDa
§L\)l{ 2o Dr Keith ChQu rssa, chrer
/

Senior Consultant
School of Professional Education and Executive Development (SPEED)
College of Professional and Continuing Education (CPCE)
The Hong Kong Polytechnic University (PolyU)
21 May 2024

HR UN{aie i 5ErhiEE) ESG?



Qb THE HONG KONG

HFREETHERG Q' POLYTECHNIC UNIVERSITY

SUCC=DSS  rxmsmsnessmmmsmsons & ﬁffi-](i.

’(()F
CONTINUING ED TION
MR AuL

ESG (RIR. EMER)ENAIFEEMANERIVRER, BEEHT
ESGEF, BRAADNEIRSE, Hlaixs ﬁ&%ﬁ BIXEIT. FHHEE.
STEIR. STAMGE. LEEE. TIEEEFES, thE \ESGRERA
SIS, EIHRIRIBEIEEE T BIFESGS I REEENRE,

» BAREESG - #arEaEEIER .
= ESGHITEXEENFE L Hiy
» EFEATESGHHEISEERE Y EAmE
-ﬁ%ﬁﬁ&wnﬁigé _ —
- 7)?ZEESG_F FﬂﬁIEQ_ i o8
B ESGHYZEME m%g FE4FE ﬁ;%%
=ERE S e

| T

|
|rn||

HR {IEL e 2EFhEE) ESG? 2

Opening Minds » Shaping the Future « B8 B4 - LR 3




EHREZFE
s RERANER
s FENETLINFEEBEFREE
n SO ERREZER

RZER - BEREE - £E/E

HERE

n AEFREEREKL  FIZS BT
s AEEEEE
n BEEFEERESRE
R ZEEEREE
n IEEERE
R ESETREEERE
n EEEE

s EREEFE  STEE  HEZES
n ETRGFASEE  BUNENTERE
n SEHET  REEZREMEBBEH0EE
s HREFERRROEE
 SHENLCEEBNEEASES

n XEXE  HEREEER
n B2RE - HEEfEZEEEg

¥




Q THE HONG KONG
— il BT R B QA POLYTECHNIC UNIVERSITY
suUcc=ss - LA
— IHRESEPNEENEEBZHPOEL |
COLLEGE OF PROFESSIONAL AND
CONTINUING EDUCATION
LS B R R BB

TEELZESH6(E [M]
Man (A) ’
Machine (}£B8) |
Material ($4%l) .I/J:\ l
Money (%)
Method (&ETSIZ/EIE)

Management (&IR)

“Take away my factories, my plants; take away my money; strip me of all these; but
leave me my people, and in two or three years | will have them all again.”
Andrew Carmegie
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Business as a Force for Good ) r
ESG Reporting/Investing
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**E = Environment = Sustainability?

%S = Social = CSR?

+»ESG = CSR = Sustainability?

s*Social values = Stakeholders’ values?

+ESG compliance = ESG scores/ranking? = ESG impacts? = ESG investment returns?
**Doing good =» Doing well?

*»» Good financial returns = Good values to different stakeholders?
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Prologue

ESG and talent may seem unrelated, they are deeply correlated. A study from Marsh
& McLennan found that “employers with an attractive image among young talent
have better ESG performance (25% higher) than average employers.”

In the Harvard Business Review, Silda Wall Spitzer and John Mandyck explained:
“For employees, robust [ESG] scores can represent pride and engagement. For
recruits, they can represent meaning and purpose, critical factors now to win the
competition for talent needed to keep companies sustainable.” May 2019 HBR
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ESG Landscape

Environmental — Assesses a company’s impact on the planet and includes
energy use, waste disposal, raw material sourcing, carbon emissions,

water usage and recycling processes.

Social — Assesses a company’s impact on its workforce and the wider
community. Issues include diversity, gender equality, employee rights,
charitable activities, community work and the use of agency workers.

Governance — Looks at how a company is directed and controlled, for

a example, the composition of boards, independent directors, available
share classes, interaction with shareholders, remuneration and
G shareholders’ rights.
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Here are five selected reasons why ESG should be top of Ch 4—
mind for Hong Kong businesses, investors and their legal i I
advisors: [a] Carbon Neutral @HK

S - - - - East Asia’s Race

1. Tightening reporting requirements for Hong Kong listed companies to Carbon Neutrality
2. New requirements proposed for fund managers i

3. Increasing shareholder pressure p

\\\_\.

4. Growing trend of ESG due diligence in M&As
.

\ 4

o 2060

5. Rising investor appetite for green/sustainable finance
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ESG / SDG Material Topics

Climate Change

Resources consumption, pollution and ecological impacts

Anti-corruption Anti-corruption
ISKS
i Labour standards _

standards

Talent management

Occupational health and safety

Product safety and quality
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Green HR Mgt x Agile HR in SME

Sustainable Development x Role of HR

HR #{apL i 3EFhitEE) ESG? 13
" Opening Minds * Shaping the Future * B B 4 « B 7 3




Qb THE HONG KONG
SUCC=SS B4 85 BB R Q'v I;;é.ﬁlﬁgﬁglcUmvmis
e ITHRESEP RS EEEHPORELS e LR

COLLEGE OF PROFESSIONAL AND
CONTINUING EDUCATION
B BB RO B

Junzi’ s 5 Confucian Virtues EFHE

Yi (§58) - appropriateness or righteousness

- Li (#8) -propriety or harmonious differentiation

o « Zhan(#g) - wisdom or knowledge management

 Xin ({§) - integrity or trustworthiness
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Sustainable Leadership 7K4E58E

Sustainable leaders go beyond a
deep understanding of their own
organizational system and
incorporate the interplay with the
larger business, societal and
environmental systems around them.
Critically they cut through that
complexity to drive targeted
decisions and actions that turn
sustainability into a competitive
advantage.

MULTILEVEL
SYSTEMS
THINKING

Long-Term Activation: Sustainable
leaders do not simply have an
orientation towards the long term,
they set audacious goals and drive
concerted action and investments in
the pursuit of them. To do this
requires a great deal of courage to
stay the course in the face of
setbacks and to make decisions that
may be unpopular with some short-
term oriented stakeholders.

Source: https://corpgov.law.harvard.edu/2021/08/23/the-boards-role-in-sustainable-leadership/

STAKEHOLDER
INCLUSION

SUSTAINABLE
MINDSET

HR UN{aie i 5ErhiEE) ESG?

Stakeholder Inclusion: Sustainable
leaders do not manage stakeholders -
they include them. They actively seek to
understand a wide range of points of view
in order to drive decision-making with all
those stakeholders.

Disruptive Innovation: Sustainable
leaders possess the courage to challenge
traditional approaches - they ask why it
cannot be done differently. They cut
through bureaucracy to drive the
breakthrough innovation that is needed to
find novel solutions that do away with a
trade- off between profitability and
sustainability.
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AJiFEE (Sustainability)
Triple Bottom Lines (3 Ps)

People (A) frge@err [E218] (Planet) I
[#iE] (Profit) fE3kIids,
+  Planet (HBER) (BE=ES [AH]
(People) 1 [FH
. Profit (&) (Purpose) MAERBMUANTE.

Creating sustainable values

Source: https://csrone .com/topics/7246 20
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An Integrated Conceptual Framework of Responsible Management
(Simon S.M. Ho, 2020)

[EmH
JEEHES :
Umbrella Domains
Concepts aJ{FEE
Sustainabilit
B S
Social FnaEEE
Contracting —| Stakeholders’
l Values
&ia
Governance B
Ethics
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How ESG can enhance your employer brand

George Serafeim, a Harvard Business School professor and ESG expert. Covid-19 “should
drive a deeper integration of ESG inside an organization’s core business management and
strategy... ESG is no longer just about ‘feel good’ issues. We are talking about ever

more important value drivers.”

Environmental Social  Governance

32
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(Bank of America Merrill Lynch) (CLP Power Hong Kong Limited

KIREM

§§l§ Merrill Lynch. cCLP@®+=

Bank of America Corporation

=/E888 HE8X 5

(HK Electric) (Hong Kong Exchange )

i

%&Q ;‘%l% H K E x
HK Electric = 2 AR

Source: Randstad (2023) ({&¥ fLhFi7e )

(Disneyland )

+. &
*+l

j\

@ HONG KONG

I§NE‘0L~AND

(Hong Kong Jockey Club)

THESRSY
The Hong Kong
Jockey Club

(Goldman Sachs)

Goldman
Sachs

HEEMEES

(Hong Kong Monetary Authority )

HONG KONG MONETARY AUTHORITY

W Eomh g R
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(LVMH) (Morgan Stanley )

LVMH
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Morgan Stanley

(Richemont )
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(Sun Hung Kai Properties )
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Sun Hung Kai Properties

RICHEMONT

(Swire Coca-cola)

P | Gzt

SWIRE COCA-COLA

Kt =

(Swire Properties)

D}4 SWIRE PROPERTIES

BME(S EBPERRGREAT
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Priya, G. S., & UmaRaman.M, D. (2021). A Study on Strategy of Employer Branding and its impact on Talent management in IT Industries. 36
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10 most important factors
for employees when
choosing an employer

factors

9g

salary and benefits

a1®

work-life balance

8

job security

financially healthy

©

work atmosphere
P
il

career progression

©J

training

o

strong management

®

location
O+
-0
flexibility

overall

54%

52%

41%

36

31%

31%

30™

28%

27%

27%
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what employees

in HK seek

1. salary and benefits

2.good work-life balance

3. job security

4. financially healthy

5. pleasant work atmosphere
6. career progression

7. good reputation

B. stimulating work

9. gives back to society

10. latest technologies

Source: https://www.randstad.com.hk/s3fs-media/hk/public/2021-07/randstad-employer-brand-research-2017-whitepaper_0.pdf

what employers

in HK offer

1. financially healthy

2. good reputation

3. job security

4. career progression

5. latest technologies

6. salary and benefits

7. stimulating work

8. pleasant work atmosphere
9, good work-life balance

10. gives back to society
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ESG Performance and Workforce Sentiment

Diversity / Equality
« Gender parity
Ethnicity

Age

Disability

Social mobility
Neurodiversity

When Things Go Wrong
MeToo/investigations
Bullying/harassment
Grievances

Disciplinarians
Performance Management
Whistleblowing

Mental Health and Wellbeing Recruitment and Retention

* Happiness « Multigenerational workforce
* Absenteeism « Aging population
« Sickness * Millennials
* Menopause « GenZ
« Hidden disabilities « Shrinking talent pool
« Automation/Al

Gig/Freelancers
« Employment status

Work-life Balance

Pay » Family-friendly/parental leave
 Gender pay gap » Carer

. CEO pay « Grandparents

e Minimum wage  Bereavement

/ Opening Minds * Shaping the Future « B8 B i - fLF A5
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UNDERSTANDING GEN Y AND GEN Z IN HONG KONG?®

Our survey with 1,000 Gen Y (aged 25-34) and Gen Z (aged 18-24) in
Hong Kong shows that:

Business for good factors are very important in Gen Z’s employer choice:

Top 4 most important factors:

D 7 I n 1 0 GenY & Z believe business for
E good practices can address key business challenges

Promotion Reasonable
Opportunities Work Hours

I 8 I n 1 0 believe business for good will
become more important in influencing consumption
and employer choices

A
@ @ 5 7 0 of respondents think that Hong Kong is

Good Corporate Company Values lagging behind international companies in adopting

Governance That Resonate " :
With Mine business for good practices

5. “Business for Good" Report (Nov 20), a collaborative study commissioned in 2019 by the Hong Kong Social Entrepreneurship Forum, Ernst & Young, InnoFoco
Limited and the global Social Innovation Exchange, with support of the Hong Kong government’s Social Innovation and Entrepreneurship Development Fund

HR W{aIhL {3 PiEE) ESG? 41
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O Employee pay

O Employee wellbeing

O Inclusion and diversity
O Future of work

O Leadership

O Culture

The COVID-19 pandemic has reminded
us all of the link between human health
and the success of businesses.

https://www.weforum.org/agenda/2020/08/6-ways-covid-19-
will-advance-human-capital-strategies-and-governance/

HR UN{aie i 5ErhiEE) ESG?
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ESG trends 2021: Human Capital Management

O As a function of good corporate governance

O As a set of strategies and processes by which a company guarantees that their workforce is
properly equipped and protected to carry out their jobs effectively., ensuring they remain
motivated and satisfied in their work - factors that are proven to have a positive impact
on productivity.

O World Economic Forum (WEF) highlights the important role of human capital management
in the future of work:
"forward-looking human capital strategies that align with the needs of the
organisation and that support employees through difficult changes give
companies a competitive advantage to attract diverse talent, mitigate potential
staff shortages, and create a strong culture"

43
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Small businesses are key to a more
sustainable and inclusive world.

World Economic Forum 2023

» Small and medium-sized businesses are well known for their agility and innovation.
= But they are often slow when it comes to adopting environmental, social, and governance practices.
= These businesses need help to become responsible and sustainable within their communities.

44
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ESG
as a workforce
strategy

Part |- Oeverview and Besulis

Why ESG should be high
in HR’s priorities
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1. ESG performance’s impact on workforce sentiment can be a source
of competitive advantage

This is significant because prior research shows that satisfied employees
work harder, stay longer with their employers, and seek to produce
better results for the organization. Equally important, enthusiastic
prospective employees strengthen a company’s talent pipeline and
ensure the availability of crucial human capital.

2. ESG performance will become increasingly important to attracting
and retaining talent as Millennials and Gen Z come to make up most of
the global workforce.

By 2029, the Millennial and Gen Z generations will make up 72 percent
of the world’s workforce, compared to 52 percent in 2019. These
generations place greater importance on environmental and social
concerns than their predecessors do — and will expect more from
employers on these issues.
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Labour Force
Millennial
(1981-2000)

2020 — 50% of workforce
2025 — 75% of workforce
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Labour Force
What Millennial Want

Make the world a better place 64%

Be their own boss 72%
Collaborative work culture 88%
Work life integration 88%
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=  7£201958H,181 Fa'ﬂija—jcﬂ;\ﬁCEOs (%0 Microsoft, Apple, Amazon, Pepsi,
Walmart, Citigroup) B#Z—{9HZER| Business Roundtable 4B4&iEEIz < B3
HiZ=E0H > (Sz‘az‘emenz‘ on the Purpose of a Corporation) :

éﬁiﬁﬂﬁ*ﬁ%—@’&ﬁ%ﬁ%ﬂgﬁ%. G [=E RS el FEES

= (E20205F4)), ImIiEXHrtHREERIE(WER) FNEZEHAEHE, BHEZRELEL
B (2022 ERHEFES: (EE 2 ZTHHEYE) (The Davos Manifesto 2020 The
Universal Purpose of a Company )
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Qb THE HONG KONG

The chief executives of Danone, L'Oreal and Philips are among the
signatories of a new open letter calling for the creation of an economic
system that "puts purpose first, so our planet and society can thrive",
through Covid-19 recovery efforts.

[{ERIREEEPRIHSRE, 2R /RSB NN |
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HERIEKERKERENATRAT (Cambridge Institute for
Sustainability Leadership, CISL) - (ftX¥EERXEFE10IHEEL)

» Take an ‘outside-in’ view that engages external stakeholders

» Take an ‘inside-out’ view that engages employees

= Engage the Board to align purpose and strategy and broaden ownership

* |ntegrate the purpose into strategies and objective-setting

= Align rewards and incentives

= [ntegrate the purpose into core business practices

» Build the capacity and capability of employees

= Select and build external partnerships and advocacy

» |ntegrate the purpose into metrics and external disclosure

* |ntegrate the purpose into corporate positioning and communications strategy

53
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ESG as DNA of business
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ESG SCORE
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Reward
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