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With the global spotlight 
focused on a sweeping 
range of topics including 
the use of natural 

resources, employee well-being, 
ethical behaviour and sustainability, 
the expectation for organisations to 
demonstrate their environmental, social 
and governance (ESG) activities has 

never been greater. The ESG disclosure 
requirement is a means by which 
stakeholders can better understand an 
organisation’s goals and commitment 
in sustainability practices. It is also 
a driving force for organisations to 
integrate sustainability into their 
business that could bring additional 
value to the organisation. Baring some 

similarities to the Global Reporting 
Initiative (GRI), which has pioneered 
sustainability reporting since 1997, 
the ESG framework adds an important 
part to investment decision-making by 
enabling the investment community 
to screen and assess ESG risks of 
companies listed on the main board of 
the Hong Kong Stock Exchange (HKEX). 

When Environmental, Social and 
Governance Reporting Meets 
Human Resources

• The Environmental, Social and Governance disclosure requirement introduced by the Hong Kong Stock 
Exchange came of age when the “comply or explain” obligation for Hong Kong’s listed firms became fully 
effective for accounting periods starting on or after 1 January 2017.

• As organisations realise business success is about more than just an impressive balance sheet, the HR 
function has a vital role to play with incorporating the people element into their organisation's mandatory 
environmental, social and governance reporting. 

By Tong Wong, Founder, Alaya Consulting Limited 
 Regina Tai, Consultant, Alaya Consulting Limited
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Increasingly, the multi-dimensional 
nature of investing is using ESG 
principles to evaluate corporate 
strategies that take into account not 
only financial returns, but also ESG 
practices in relation to long-term 
sustainability. But almost three years 
since the HKEX proposed the “comply 
or explain” requirement for listed 
companies, uncertainty surrounds the 
role the HR function should play in the 
various stages of the ESG data-gathering 
and the reporting process. While a 
number of Hong Kong organisations are 
gradually changing their mind-sets from 
treating ESG reporting as a “compliance 
exercise” to an opportunity to 
strategically overhaul their sustainable 
management and governance policies, in 
many cases, the participation of the HR 
function in reporting these developments 
for ESG purposes, remains, in many 
cases, undefined.

The fundamentals of ESG reporting also 
relate closely to several Sustainable 
Development Goals (SDGs), identified 
by the United Nations, which in 2015 
launched a strategic plan that consists 
of 17 goals and 169 targets. This agenda 
is a plan of action for people, planet 
and global prosperity and calls for all 
countries and all stakeholders to act in 
a collaborative partnership to shift the 
world onto a sustainable and resilient 
path. Three goals in particular are 
relevant to HR practitioners. These 
include SDG 3, which focuses on 
healthy lives and promotes well-being 
in the workplace. Meanwhile, 
SDG 5 addresses the issue of gender 
equality – indicators include proportion 
of women in managerial positions and 
policies in place to enforce gender 
equality. At the same time, SDG 8 
promotes sustainable economic growth 
and full and productive employment.

The essentials of materiality 
assessments
In the ESG world, “materiality 
assessments” are the backbone of 
reporting. Materiality assessment is 
crucial to the overall quality of an ESG 
report. Companies striving for good 
quality reporting should therefore 

pay attention in assessing materiality. 
Materiality assessments inform 
reporting in three key areas – disclosure 
strategy, content design and stakeholder 
communications. Put simply, materiality 
is a principle to help define and determine 
the business, social and environmental 
topics that matter most to a business 
and its stakeholders. Conducting a 
materiality assessment helps companies 
determine where to focus their energy 
and resources on the activities that 
matter the most from ESG reporting 
perspective. Internally, it’s an important 
tool for making the business case to 
senior management on why and how to 
report ESG and other non-financial data.

The HR function as an 
environmental, social and 
governance partner 
As business strategies increasingly 
incorporate ESG considerations, while 
senior management such as executive 
directors, CEOs and CFOs are involved 
in the ESG reporting process at different 
stages, the HR function is commonly 
absent until the later stages of the 
information gathering process, making at 
best, involvement from HR practitioners 
a reactive contribution instead of a 
proactive involvement. 

Because of the depth and breadth ESG 
reporting covers, however, it is not 
sufficient to simply have the company 
secretary or financial controller take 
the lead in putting the ESG report 
together. In essence, and with good 
reason, involvement from the HR 
function in preparing and ESG report 
should be more inclusive and begin 
at an early stage. A number of key 
performance indicators (KPIs) included 
in “comply or explain” outlined in HKEX 
ESG reporting requirements are directly 
related to the HR function's duties and 
responsibilities. For example, a number 
of KPI’s relate to workplace health and 
safety, employee development and 
training and employment practices. 
Reporting requirements include 
documenting total workforce by gender, 
employment type, age group, and 
employee turnover rate by gender and 
a description of measures to review 
employment practices. However, 
without clear processes in place, the 
biggest challenge for the HR function 
is in joining up relevant human capital 
information with corporate strategies 
and actions, as this requires closer 
integration of functions that may be 
siloed under existing organisational 
structures. 

Areas to be included in the ESG report

A. Environmental

Emissions

Use of resources

The environment and natural resources

B. Social

Employment

Health and safety

Development and training

Labour standards

Supply chain management

Product responsibility

Anti-corruption

Community investment
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To become more involved and 
influential in the ESG reporting 
process, HR practitioners need 
to be business savvy and develop 
their own ESG competencies. It is 
not necessary for the HR function 
to become the in-house experts on 
ESG issues, but HR practitioners 
do need to know enough about 
how the different parts of the 
business work to be able to make 
an effective contribution to the ESG 
reporting process. For example, 
while citing employees as a key 
asset is prevalent in ESG reports, for 
the HR function to explain in detail 
how employees contribute as a key 
capital input and demonstrate the 
associated outcome, is complex. The 
key input, for example, could be the 
total headcount number, while the 
outcomes could include investment 
in training and development or work 
time lost to injury. While most of the 
ESG data already sits in the company 
database, it is critical to understand 
what information is needed and why 
it is needed. 

Reaping a return on investment 
in environmental, social and 
governance reporting 
In addition to achieving mandatory 
compliance, the key elements 
of preparing an ESG report can 
be expanded to provide a driving 
force for creating innovative 
solutions to prevailing business 
and management challenges. For 
instance, transparency about non-
financial performance, for example, 
health and safety, development and 
training and community investment 
can help to reduce reputational risks, 
help companies to meet regulatory 
requirements effectively and gather 
useful data about the organisation's 
operations in a more efficient 
and cost-effective way. Even if a 
company is not listed on the board 
of the Hong Kong Stock Exchange, 
topics such as talent acquisition 
and retention, gender diversity, 
occupational health and safety have 
increasingly become strategic issues 
that management needs to play close 
attention to. Consequently, from 

formulating sustainability strategies, 
aligning performance evaluation to 
ESG performance targets, to raising 
awareness of the benefits of operating 
a sustainable business, the HR 
function has a key role to play within 
their organisation’s overall business 
sustainability journey, whether or 
not they are required to disclose ESG 
activities for mandatory reporting 
purposes. 

Aligning ESG initiatives with 
employee targets and rewards
As ESG concepts and initiatives 
increasingly move towards becoming 
mainstream, companies across most 
industry sectors have become aware 
that lasting improvement in social and 
environmental performance requires 
engaging employees in the discussion. 
While some employees may view ESG-
related awareness programmes as an 
unwelcome addition to an already-busy 
workload, the HR function’s mandate 
to communicate and implement ideas, 
makes it central to fulfilling objectives 
to integrate ESG concepts across 
an entire organisation. During new 
employee on-boarding, make use of the 
opportunity to teach employees about 
the company’s ESG goals and why they 
matter. 

1. Train employees on issues specific 
to their jobs, such as waste 
management, health and safety, and 
sustainable procurement. 

2. Routinely update employees 
showcasing company’s results. 

3. Importantly, keeping employees 
informed enables them to be involved 
in ESG discussions and planning. 

By incorporating ESG targets in 
employees’ performance appraisals, 
remuneration and career development 
plans, such as adding environmental 
and social targets in addition to financial 
targets, can lead to a more motivated, 
productive, and dynamic workforce – 
one that understands the importance 
and value of good ESG processes. 
Taking the procurement department 
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as an example, performance can be 
assessed based on the monitoring 
of working conditions of supplier’s 
employees in addition to procurement 
costs. As employees understand the 
benefits of ESG on a personal level, the 
likelihood of a stronger commitment to 
best practices is increased. 

Pro-active ESG activities can be a 
positive force for recruitment 
Attracting, recruiting and retaining 
talent are also important components 
of the HR-ESG connection. Rising 
expectations relating to corporate 
ESG activities is apparent among the 
younger generation. A company or 
organisation’s environmental and 
social responsibility performance is 
often a criterion for millennials and 
Generation Z, when applying for jobs. In 
general terms, the younger generation 
of employees prefer to work for 
companies that share similar views and 
values to their own towards ESG issues. 
A transparent reporting strategy can act 
as a tool to demonstrate ESG alignment 
with business objectives and indicate 
how an employer enshrines values and 
ethics in their business model, not just 
profit. Disregarding the sentiments 

and views of the younger generation 
could have serious ramifications for 
employers through raising risk of 
cutting themselves off from a potential 
talent pool of jobseekers. Companies 
should always be mindful that we live in 
a digitally connected world with a very 
astute public connected through social 
media platforms, enabling people to 
promote causes and hold institutions 
directly to account.

So while ESG presents the HR 
function with both challenges and 
opportunities, if addressed early and 
proactively, HR practitioners can 
help their organisations to strive 
for quality ESG reporting and meet 
increasing market expectations in the 
coming years.  

Stages of preparing ESG Report

Footnote: 5-step reporting process designed by GRI, with bullet points added by Alaya Consulting for illustration.

• Scan your ESG 
issues

• Benchmark with 
your peers

• Identify gaps and 
opportunities

•  Identify material 
topics and set KPIs

• Confirm data 
boundary

•  Prepare ESG report

• Form a working and 
arrange meeting

• Engage 
stakeholders

• Ongoing data 
collection

Define

Connect

Report

Monitor




