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INTRODUCTION

Environmental, Social, and
Governance (ESQG) factors are
growing in importance.

This isn't a passing trend; it's a big
shift that's changing how companies
operate and compete. Companies
focusing on ESG gain advantages

by attracting responsible investors,
building trust with conscious
consumers, and achieving long-term
financial strength.

However, understanding ESG can be
tough. It takes expertise, resources,
and smart planning. That's where an
Employer of Record (EOR) comes in.

It is not just a service provider, but
rather an essential partner in helping
businesses manage their ESG journey.
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UNPACKING THE
ESG FRAMEWORK

Beyond the buzzword, ESG covers a
comprehensive framework of three pillars:

1 Environmental Management:

Moving beyond carbon reduction,
this holistic approach covers resource
efficiency, waste management,
sustainable sourcing, and renewable
energy adoption. A clothing
company partnering with sustainable
fabric manufacturers exemplifies
environmental leadership.

2 Social Responsibility:

It extends beyond fair wages and safe
workplaces. It calls for promoting
diversity, equity, and inclusion, ensuring
fair labor practices throughout supply
chains, and actively engaging in social
impact initiatives. A technology company
launching programs to bridge the digital
divide in underserved communities
demonstrates social responsibility.

3 Governance Integrity:

This reinforces the framework,
emphasizing ethical leadership,
transparent decision-making, legal
compliance, and robust anti-corruption
measures. A company with a diverse
board of directors and a transparent
whistleblower policy demonstrates
strong governance.
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Several factors explain the rising
significance of ESG:

Investor Demand:

Studies consistently show a
preference for companies with
strong ESG practices. These
companies often experience higher

stock price stability and superior

long-term financial performance.

Integrating ESG principles into
core operations has become a
strategic imperative for businesses
attracting responsible investors.

Regulatory Landscape:

Stricter ESG reporting
requirements are on the rise.
Companies failing to meet

these standards face reputational
damage, financial penalties,

and legal challenges. Yet, those
excelling in ESG practices gain

enhanced reputations, access

to better financing, and a

competitive edge.
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THE EOR ADVANTAGE IN THE ESG JOURNEY

An EOR is uniquely positioned to empower its clients in achieving ESG excellence by:

= Setting and Achieving Measurable ESG Goals:

EORs collaborate with clients to define clear, measurable
ESG goals aligned with their vision and industry benchmarks.
This collaborative approach ensures that ESG initiatives are
impactful and contribute directly to the company's success.

@ Impact Monitoring and Continuous Improvement:

Using their expertise and data analysis capabilities, EORs track ESG
progress, identify areas for improvement, and quantify the impact

of sustainability efforts. This empowers clients to make data-driven
decisions, showcase ongoing progress, and maintain stakeholder trust.

‘ Enhancing Transparency and Managing Risks:

EORs assist in crafting transparent ESG reports that meet stakeholder
expectations and meet recognized frameworks. They also play a crucial
role in identifying and mitigating ESG-related risks, safeguarding the
company's reputation, and building stakeholder confidence.

Benchmarking and Innovation:

By comparing clients' ESG performance against industry leaders,
EORs help identify best practices and provide innovation
opportunities. This continuous improvement ensures clients
remain at the forefront of sustainability efforts.

EORS AND THE ESG DRIVE | 4



05

BEYOND COMPLIANCE:
PIONEERING A
SUSTAINABLE FUTURE

Integrating ESG is not just about
compliance; it's a strategic opportunity
for differentiation, talent attraction, and
securing favorable financial terms.

EORs, with their deep expertise in HR
and sustainability, are well-positioned
to guide their clients on this
transformative journey. By embracing
their role as strategic ESG partners,
EORs can empower their clients to
become leaders in building a more
sustainable and responsible future.
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