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6 “S” under the Spotlight



How the CSDD will affect Vietnamese
companies

On 23 February 2022, the European
Commission proposed the Corporate
Sustainability Due Diligence Directive
(CSDD) with the goal of fostering a fairer,
more sustainable global economy and
responsible corporate governance by
ensuring compliance with human rights
and environmental norms. According

to EU Justice Commissioner Didier
Reynders, only corporations that respect
human rights and the environment
should operate in the EU.

The draft European Supply Chain Act
requires EU companies to manage social
and environmental impacts across their
value chain, encompassing direct and
indirect suppliers, operations, products,
and services. Companies must follow

EU laws when establishing supply chain
compliance procedures across Europe.
This will have far-reaching implications
for Vietnamese businesses that supply
goods and services to companies in

EU countries as the due diligence
responsibility applies not only to an
organization’s own business activities but
also to its direct and indirect suppliers.

What violations does the law cover?

Fundamental worker rights, such

as freedom of association, no child

or forced labor, equal pay, and no
discrimination in employment and
occupation

Human rights, including freedom and
security of the person, physical integrity,
legal capacity and equality before the law,
privacy, spatial freedom, food and basic
services, as well as recreation and leisure.
The protection of biodiversity and
ecosystems.

The protection of water and the air we
breathe.

Fighting against climate change.

When will the CSDD take effect?

As soon as the European Parliament and
Council accept the draft, EU member
states will have two years to implement
the regulation. Certain countries will
also be obliged to tighten existing supply
chain due diligence laws.

“S” under the Spotlight

How can your brand best manage its relationships with the society in which it
operates, the political environment, and the workforce? This is the fundamental
question that lies at the heart of the “S”, the component of ESG that stands for
“Social”. According to PwC Vietnam, the “S” in ESG refers to “the relationships and
the reputation fostered through your business dealings across the communities
where you do business.”

All of your brand’s interactions with its workers and the communities in which it
operates are covered by the social component of ESG. Your organization’s record
on health and safety, its policy on diversity, equity, and inclusion (DEI), and its

management-employee labor relations are just a few examples of issues that may
have an im-pact on employees.

Social Sustainability

Social responsibility is hard to define and quantify, yet it affects brand loyalty, trust
and confidence, inclusion, and stakeholder engagement. Stakeholder expectations
are shifting toward a holistic understanding of value that goes beyond short-

term profit. This change has increased demand for non-financial information
transparency, such as social components. Here are three key business-related social
issues to consider.

Diversity, Equity, and Inclusion (DE&I)

Diversity is the presence of differences within a given environment. Equity is the
activity of ensuring that institutions and programs are impartial and fair and
produce equitable outcomes for all individuals. Inclusion is the process of fostering a
sense of belonging among employees in the workplace. Much more than simply a way
to make employees feel good, improved DE&I results in further benefits, namely:

* Employee commitment;

* Enhanced innovation.

Salary Parity or Wage Equality

Economic inequality is defined as the income and wealth disparity between the
wealthy and the poor. Despite the multidimensional nature of this issue, much of the
current social discourse has focused on the gender wage gap, a contentious issue
that is gaining traction. Companies run the risk of losing the very leaders they need
right now if these concerns are not handled quickly, and it is impossible to imagine
firms navigating the pandemic-induced “Great Resignation” and developing inclusive
workplaces if the gender wage gap is not prioritized and addressed.

Transparent Supply Chains

“When supply chains were designed, we weren't trying to create supply chains

that were transparent. We just wanted a consistent supply of the commodities we
needed to make our products,” said Kevin Rabinovitch, Global VP of Sustainability
and Chief Climate Officer for Mars, an American manufacturer of food products
with $40 billion in sales in 2021. “But if you have a different procurement objective —
sustainability, say — you need to rethink your procurement strategy.” (See our CSDD
sidebar for more.)



While at first glance it appears that only
large corporations will be affected, this is
only the first step. According to corporate
compliance giant EQS Group AG, “Small
and medium-sized enterprises are
indirectly affected by the EU Supply Chain
Act because in the medium term, large
companies will also oblige their suppliers
to comply with due diligence obligations.
However, this may well represent an
opportunity for SMEs because the
organizations clearly positioning and
preparing themselves at an early stage will
benefit from competitive advantages over
their rivals. Nevertheless, this requires not
only resources but also extensive know-
how. Therefore, it makes sense, especially
for SMEs, to rely on holistic solutions that
digitally map these processes and support
them in complying with all requirements.”

Adopting ESG practices and policies is
becoming more important to consumers
as well as investors, making sustainable
practices good for business as well as
your brand. Here are three steps you can
take now to implement and benefit from a
stronger social strategy.

Define the social issues that arise from or
are related to your company’s activities.
It is critical that the “S” actions of the
company are meaningful to its business
activities and its stakeholders. Propose
aremedy and a plan of action to solve
these issues. Thorough study, meaningful
action, and collaboration with leading
groups can help ensure that your social
policy isn’t just ‘social-washing’, but also
produces tangible advantages.

Stick to your action plan to address the
concerns. Living your core principles helps
your business attract, retain, delight, and
inspire the best-fit contributors and clients.

Communicate internally and externally
about the company’s mission, strategy,
actions, and results: The goal of
conveying these principles is to engage all
stakeholders in the activities, as well as to
establish a framework for accountability
when it comes to such firm actions and
ESG reporting.

Getting your “S” into Shape

According to a July 19, 2022 report by Reuters, during the COVID-19 pandemic the
“S” in Environmental, Social, and Governance (ESG) investing came into sharp focus
as firms dealt with worries about employee wellbeing and strong calls for action

on social inequity. However, more than 50% of international institutional investors
polled by French bank BNP Paribas in 2021 stated that social issues were the most
challenging to evaluate and include in their investment research.

As with ESG investing as a whole, showing a preference for companies that pay
attention to these social issues can be a way for investors to reflect their values in
investing, while also leading to higher and more reliable returns over the long term.

Now more than ever, consumers expect brands to act responsibly. According to a
HubSpot 2022 US consumer trends survey, 45% of respondents believe that brands
should do more to support social justice causes. Consumers believe firms should take
a stand on the social concerns of racial justice, climate change, income inequality,
and access to affordable healthcare.

HubSpot Consumer Trends Report

\ Which social issues are most important for
corporations to take a stance on?

52% 50%

*INCOME *AFFORDABLE
INEQUALITY HEALTHCARE

Paying attention to “S” issues in your organization can have a direct effect on how
customers see your brand. Making a clear link between your brand’s persona and its
positive social practices is a smart and sustainable way to increase brand loyalty and
make a difference in your sphere of influence.

Read This Now

PwC Vietnam and the Vietnam Institute of Directors (VIOD) surveyed businesses in
Vietnam between May and August 2022 to see how they handle ESG issues.
to download the compelling report.


https://www.pwc.com/vn/en/publications/2022/pwc-vietnam-esg-readiness-2022-en.pdf
https://www.pwc.com/vn/en/publications/2022/pwc-vietnam-esg-readiness-2022-en.pdf

ESGPath

Thanks for your interest in Environment,
Society and Governance practices and our
ESGPath newsletter.

- Invite someone you know to see this issue

— See the first and future issues on www.BrandDance.vn

- Include me on the ESGPath emailing list (our list is never
shared)

Questions? Feedback? Requests?
Ideas for topics for future newsletters?

Please email us at
ESGPath@RmooreA.com
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