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The ESG (Environmental, Social and Governance) Analysis  
 
 

An ESG (Environmental, Social, and Governance) analysis evaluates a company's 
operations and practices based on its impact and performance in three main areas: 
environmental sustainability, social responsibility, and governance structures. Here's a 
detailed breakdown of the components of an ESG analysis: 

 
1. Environmental (E) 
This component assesses a company's impact on the natural environment and its efforts to 
mitigate those impacts. Key factors include: 
 
Climate Change and Carbon Emissions 

• Carbon Footprint: Measurement of total greenhouse gas emissions (Scope 1, 2, and 3 
emissions). 

• Emission Reduction Targets: Specific goals for reducing emissions, and progress towards 
these targets. 

• Carbon Offsetting: Use of carbon credits and participation in offset programs. 
 

Energy Efficiency 
• Energy Consumption: Total energy use and energy intensity (energy use per unit of 

output). 
• Renewable Energy: Proportion of energy sourced from renewable resources such as wind, 

solar, or biomass. 
• Energy-saving Initiatives: Programs and technologies implemented to reduce energy 

consumption. 
 

Resource Management 
• Water Usage: Volume of water used, water sourcing, and water-saving initiatives. 
• Materials Efficiency: Efficiency in the use of raw materials and reduction of material waste. 
• Sustainable Sourcing: Use of sustainably sourced materials and certification (e.g., FSC 

for wood products). 
 
 
 
 



 

 

 

 

Waste Management 
• Waste Generation: Total waste produced and types of waste (hazardous vs. non-

hazardous). 
• Recycling and Reuse: Proportion of waste recycled or reused. 
• Waste Reduction Initiatives: Programs aimed at reducing waste generation. 

 
Pollution and Environmental Impact 

• Air Quality: Emissions of pollutants such as NOx, SOx, and particulate matter. 
• Water Pollution: Discharges to water bodies, treatment of wastewater. 
• Soil Contamination: Measures to prevent and remediate soil contamination. 

 
Biodiversity and Land Use 

• Ecosystem Impact: Impact on local ecosystems and biodiversity. 
• Land Use Practices: Sustainable land use practices and land restoration efforts. 
• Conservation Efforts: Initiatives to preserve natural habitats and species. 

 
 

2. Social (S) 
This component examines how a company manages relationships with employees, suppliers, 
customers, and the communities where it operates. Key factors include: 
Labor Practices 

• Working Conditions: Health and safety standards, work-life balance policies, and working 
hours. 

• Employee Benefits: Health care, retirement plans, and other benefits. 
• Diversity and Inclusion: Policies and practices to promote a diverse and inclusive 

workplace. 
 

Human Rights 
• Human Rights Policy: Company policies to uphold human rights. 
• Due Diligence: Processes to identify, prevent, and mitigate human rights risks. 
• Fair Labor Practices: Avoidance of child labor, forced labor, and other labor abuses. 

 
Health and Safety 

• Safety Protocols: Health and safety policies and procedures. 
• Accident Rates: Statistics on workplace accidents and incidents. 
• Employee Health: Programs promoting physical and mental health. 

 
Community Engagement 

• Local Impact: Effects on local communities, both positive and negative. 
• Community Investment: Charitable donations, volunteer programs, and support for local 

development. 
• Stakeholder Engagement: Processes for engaging with community stakeholders and 

addressing their concerns. 



 

 

 

 

Customer Relations 
• Customer Satisfaction: Surveys and feedback mechanisms to gauge customer 

satisfaction. 
• Data Privacy: Measures to protect customer data and ensure privacy. 
• Product Safety: Standards and procedures to ensure the safety of products and services. 

 
Supply Chain Management 

• Supplier Standards: Policies and standards for suppliers regarding labor practices, 
environmental impact, and ethics. 

• Supply Chain Audits: Regular audits and assessments of suppliers. 
• Ethical Sourcing: Ensuring materials and products are sourced ethically and sustainably. 

 
 

3. Governance (G) 
This component evaluates the quality and transparency of a company’s leadership, decision-
making processes, and internal controls. Key factors include: 
Board Structure 

• Board Composition: Diversity and independence of the board members. 
• Board Effectiveness: Evaluation of board performance and effectiveness. 
• Committees: Existence and functioning of key committees (e.g., audit, compensation, 

ESG). 
 
Executive Compensation 

• Compensation Policies: Alignment of executive pay with company performance and long-
term goals. 

• Transparency: Clear and transparent disclosure of executive compensation. 
• Incentives: Use of performance-based incentives and long-term equity awards. 

 
Shareholder Rights 

• Voting Rights: Equality of voting rights for all shareholders. 
• Engagement: Mechanisms for shareholder engagement and feedback. 
• Protection of Minority Shareholders: Policies to protect the rights of minority shareholders. 

 
Transparency and Disclosure 

• Financial Reporting: Accuracy and comprehensiveness of financial disclosures. 
• ESG Reporting: Quality and scope of ESG-related disclosures. 
• Communication: Clear and consistent communication with stakeholders. 

 
Ethical Conduct 

• Code of Ethics: Existence and enforcement of a code of ethics. 
• Anti-Corruption: Policies and procedures to prevent corruption and bribery. 
• Conflict of Interest: Measures to identify and manage conflicts of interest. 

 



 

 

 

 

Risk Management 
• Risk Identification: Processes for identifying ESG-related risks. 
• Risk Mitigation: Strategies and actions to mitigate identified risks. 
• Crisis Management: Preparedness and response plans for potential crises. 

 
Regulatory Compliance 

• Compliance Programs: Comprehensive programs to ensure compliance with laws and 
regulations. 

• Audit and Monitoring: Regular audits and monitoring to ensure compliance. 
• Reporting Mechanisms: Systems for reporting and addressing compliance issues. 

 
Integration and Reporting 
 
Materiality Assessment 

• Material Issues: Identification of ESG issues most relevant to the company and its 
stakeholders. 

• Stakeholder Input: Gathering input from stakeholders to determine material issues. 
 

Performance Metrics 
• Key Performance Indicators (KPIs): Metrics to measure ESG performance. 
• Benchmarking: Comparison of performance against industry benchmarks and peers. 

 
Continuous Improvement 

• Goal Setting: Establishing goals for ESG performance improvement. 
• Monitoring Progress: Regular monitoring and reporting of progress towards goals. 
• Feedback Loops: Incorporating stakeholder feedback into improvement plans. 

 
 

Stakeholder Engagement 
• Engagement Strategies: Strategies for engaging with key stakeholders. 
• Communication Channels: Channels for ongoing communication with stakeholders. 
• Feedback Mechanisms: Systems for receiving and addressing stakeholder feedback. 

 
By thoroughly assessing these components, an ESG analysis provides a comprehensive view of 
a company’s sustainability and ethical impact, helping investors, stakeholders, and the company 
itself to understand and improve its ESG performance. 
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