Employer’s ESG goals and outcomes

matter to new gen talent

Growing frequency and severity of climate
change related losses, amplified by COVID-19,
have made ESG (Environmental, Social and
Governance) issues gain focus and priority of
one and all — be it policymakers, investors,
boards, organisations, or even individual
employees.

In 2020, Larry Fink, President and CEO of
Blackrock, world’s largest asset management
firm had called out the focus on climate goals
and linked the same with their investment
strategy. He had also mandated disclosures on
climate related goals for all their investment
companies.

A Pensions & Investments and The Thinking
Ahead Institute’s report found that more than
eight out of 10 global consumers expect CEOs
to lead on societal issues, and a premium on
sustainability nexus is placed by top 500 global
asset managers that links diversity, equity,
inclusion (DEI) purpose and ESG principles.

Notably, 58% of employees consider a
company’s social and environmental
commitments when deciding where to work,
and employees are three times more likely to
stay and 1.4 times more engaged at what they
consider to be purpose-driven organisations.
As the urgency to tackle climate change
gathered more steam, this trend is going to get
more enhanced.

If we look at global workforce trends, multiple
research studies have estimated the
composition of workforce in 2020 and beyond,
and most of them predict that Gen Z (born
between 1997 and 2012) and Gen Y (born
between 1981 and 1996) would together

constitute more that 60% of the working
population (and beyond) by 2025.
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An OCBC Bank survey of millennials in 2019
showed that Gen Y or Millennials (and more
significantly, Gen Z) are interested in large
societal issues. The top five most important
causes that they care about are human rights
(82%), poverty (81%), the climate and
environment (79%), helping the elderly (79%)
and mental health awareness (79%). Many of
these issues go to the heart of ESG (social,
wellbeing and environmental).

Undoubtedly, organisations not only need to
measure ESG impact areas but also

communicate the progress periodically to all
the stakeholders including their employees.

How to measure these goals from a human
capital lens?

Willis Towers Watson’s Human Capital Value
and Risk Model defines key areas that can
impact ESG from a Human Capital lens
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focusing on areas including wellbeing, DEI,

employee experience and operational

excellence. Some of the key metrices can
include:

e Social metrics: Employee related social
metrics include pay-equity ratios, diversity
and representation targets, the retention
rate of top talent, investment in employee
upskilling, return on work, and the total
cost of work. Metrics like benefit claims
ratio and total workforce value cut across
categories.

e Governance and ethical metrics related
to human capital include whistle-blower
policies, unethical behaviour tied to
monetary losses, dismissal, and incentives
against excessive risk-taking, roles of risk
officers, etc.

e Environmental metrics comprise reporting
improvements on carbon neutrality goals
and aligning top management
compensation (long-term incentive) with
these targets.

Way forward

When defining, developing and implementing
ESG metrics, organisations must align them
with their overall business strategy, company
purpose and culture.

Organisations should choose metrics carefully
and abide by principles that already are in use
for measuring physical and financial capital,
including materiality, relevance and meaning,
measurability, reliability, comparability,
timeliness, auditability and cost versus benefit.

Going forward, progressive organisations must
integrate meaningful ESG metrics into
performance expectations and executive
incentive plans to make substantive change
and deliver concrete outcomes.

This article was first published in EINANCIAL
EXPRESS.
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About Willis Towers Watson

Willis Towers Watson (NASDAQ: WLTW) is a leading global
advisory, broking and solutions company that helps clients
around the world turn risk into a path for growth. With roots
dating to 1828, Willis Towers Watson has over 45,000
employees serving more than 140 countries and markets. We
design and deliver solutions that manage risk, optimise
benefits, cultivate talent, and expand the power of capital to
protect and strengthen institutions and individuals. Our unique
perspective allows us to see the critical intersections between
talent, assets and ideas — the dynamic formula that drives
business performance. Together, we unlock potential.

Learn more at willistowerswatson.com.
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