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In November 2022 Egon Zehnder Italy invited top HR leaders in the Italian business
community to discuss how CHROs can take a more active stance in shaping their
organizations’ ESG strategy and initiatives.

The discussion was inspired and animated by sustainability experts Bérangere
Ruchat, Chief Sustainability Officer at Compagnie Financiere Richemont, and
Rachael De Renzy Channer, Global Head of Sustainability at Egon Zehnder.

This paper outlines key insights from the gathering, stretching from the broader
context and evolution of the ESG concept to the organizational and leadership
perspective, in particular and how HR leaders can become sustainability champions
supporting organizations in becoming a positive force for our common future.

The broader context and the ESG Evolution:
from ‘cherry on cake’ to integrated part of
the core business

Opportunities at the interconnection of purpose,
policy and stakeholder expectations

Climate and ecological crises, global supply chains, shifts in societal values, a war on
European soil, high inflation and a looming recession mark a business environment
of huge uncertainty and complexity. At the same time policy makers, investors and
consumers alike put increased scrutiny on any companies’ way of doing business
and its impact.

So it doesn’t come as a surprise that Corporate Sustainability (Human, Social,
Environment, Business Model and Governance) is a top priority for companies
across Europe. 10 years ago Corporate Sustainability mainly concentrated on
compliance, health & safety, legal, employer branding and philanthropy.
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A systematic integration with the core business was not contemplated.

“When you think of the ESG agenda in your organization, what is the first word
that comes to mind?”
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Over the following years companies addressed a whole range of topics, in a kind of 360°
effort, however with little focus on impact measurement. That changed when materiality
became a key concept. It encompasses two relevant perspectives: on the one hand the
businesses’ environmental and social impacts (e.g. an airline’s carbon footprint, or labor
rights in global fashion supply chains); on the other hand how the business itself is
impacted by ESG issues (e.g. risks in global food supply chains due to climate change or
loss of biodiversity). Today, materiality helps leaders make informed decisions and set
priorities based on the businesses’ very specific risks and opportunities.

This is highly relevant in the wake of new EU regulations, as companies will need

to disclose information on the “Why, What and How” regarding their strategy and
programs on climate impact, biodiversity, gender equality, human rights in supply
chains, just to name a few. Investors want to be informed about ESG-related risks, asking
questions about company behaviors along the whole value chain, and, as young talents
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are particularly interested in the ecological and social impact of business, ESG is also
highly relevant for recruiting and retention.

A number of universal or industry initiatives and frameworks, e.g. B Corp, CDP, SBTI,
TFCD, GRI, SASB, were developed to support companies define, manage and shape
transparency around their ESG strategies and programs.

HR leaders at the gathering confirmed that the majority of organizations are closely
connecting ESG with their core business model and strategy.

“How connected are your company’s ESG aspirations and your core business model

and strategy?”
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ESG: The organizational perspective

Implementing ESG is everyone’s business as it impacts Leadership,
People & Culture

The panelists underlined the importance of developing a leadership model that
enables organizations to foster the right competencies and align on purpose, values
and programs in meeting ESG objectives. Alignment is key as the CEO and the Board
set the tone from the top to navigate times of continuous change and complexity.
Curiosity, ability to join the dots and adopt a systems thinking approach are
fundamental characteristics to develop such leadership.
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Managing ESG and Corporate Sustainability' is a truly multi-function activity, and its
effectiveness strongly relies on leadership skills, on employees’ commitment and on
the company’s culture - the core of HR in every organization.

“Effective sustainability leaders focus on orchestrating and
liaising teams, encouraging and empowering them to actively
engage with ESG priorities.”

What elements make the sustainability leaders’ role most effective? The panelists’
experience provides some key evidence: above all, sustainability leaders need to
make ESG accessible and not a complex science so that people in the organization
understand it is manageable - even if thousands of new policies seem overwhelming
(3000 ESG regulations in the EU only).

Due to the broadness and complexity of ESG topics it is clear that multiple
competencies are required to deliver. Sustainability leaders collaborating with all
functions can encourage and empower others to make things happen. Sustainability
teams are instrumental in creating a network of experts and colleagues to

drive initiatives. By encouraging an open and fearless work environment, Chief
Sustainability Officers must facilitate and speed up the process of meeting ESG goals.

Most effective companies place the CSO (Corporate Sustainability
Officer) at the top of their organization, reporting to the C-suite.

Identifying how Sustainability Officers can best impact and influence a
company’s modus operandi on the ESG agenda is key. There is no single template
that fits all situations regarding organizational structure and reporting line

of Sustainability Officers.

1 We use the SASB framework to define the components of Sustainability: Environment, Human Capital, Social Capital,
Business Model and Innovation, Leadership and Governance
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Defining and implementing the most effective organizational structure is a key task
for HR leaders. Some companies, for example retailers where the interactions with
suppliers is key, create joint Chief Sustainability Officers/Chief Purchasing Officers
roles. Elsewhere, in highly regulated sectors like financial services, a

direct reporting line between the CSO and the CFO is more beneficial due to
complex financial regulations. In some leading global companies the CSO reports
directly to the CEO to ensure the topic is driven across all elements of the business.

HR leaders play a key role in supporting organizations to move from siloed activity

to systems thinking and connecting people with organizational purpose.

CHROs at the forefront of ESG transformation

HR leaders foster sustainability by actively impacting and shaping
a Company’s Governance. HR leaders in collaboration with the
management team, design ethical, virtuous and functioning
organizational structures.

ESG - on which letter your company is focusing the most?

E - environmental

1.82
S - social

1.18
G - governance

0.36

As we learned from HR leaders, to date the “E” in ESG gets way more attention in
organizations than the “S” and the “G” — which suggests there is a lot of space HR
leaders can potentially fill in.
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Governance is not only about designing and assigning responsibilities and duties,
but also about implementing organizational initiatives and activities in compliance
with the ESG agenda and creating best practices that impact people’s behaviors.
Oftentimes, ESG initiatives are already in place, but the direct contribution to the
Sustainability Agenda can be made more explicit to the company’s employees.

Best-in-class examples have shown that in some organizations, in order to accelerate
the implementation of ESG programs, each board member and manager across

the functions has at least one ESG-related goal in their performance goals/reviews
and best practice would include some KPIs in the incentive and bonus schemes.
Depending on their role some will naturally contribute more to Social, some more
to Environmental aspects, etc.

The panelists also shared insights on how HR leaders can help address potential
headwinds for ESG implementation in more effective ways; for example generational
issues can hinder organizations from moving quickly on some topics. While some
colleagues may emphasize the financial impact of ESG, younger colleagues can be
engaged easily from a values perspective. As younger talents became ESG champions
they can facilitate the dissemination of ESG topics and increase integration within
the organization itself.

“What is the biggest pain for HR when it comes to dealing with sustainability?”
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Looking ahead

HR leaders, together with Chief Sustainabilty Officers, are the
champions who can build a frame that helps design a consistent
approach and get people on board.

“CHROs can become ESG leaders, not in data, but in joining the
dots, and making the case. This is a Human Capital issue, a key
dimension of sustainability.”

As shared by our panelists, CHROs can foster Sustainability and create tailwinds for
ESG implementation. CHROs are key in articulating the organization’s purpose and
values reflecting the ESG priorities, including promoting a fearless inclusive culture,
attracting and retaining talent, providing learning and coaching opportunities for
leaders and experts, sustaining brand credibility and ensuring Sustainability is on
top of everybody’s mind by integrating ESG goals into performance goals.

Considering ESG an ‘engine for business for the broader good’, by focusing on the
‘S’ in ESG, CHROs help sustain their organizations’ future fitness and create the
foundation for social prosperity and sustainable growth.

“In one word, what would you like to add to your business agenda to support
the ESG mission and values in your organization?”
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About Egon Zehnder

Egon Zehnder is the world’s preeminent leadership advisory firm, inspiring leaders to navigate
complex questions with human answers. We help organizations get to the heart of their
leadership challenges and offer honest feedback and insights to help leaders realize their true
being and purpose.

We are built on a foundation that supports partnership in the truest sense of the word
and aligns our interests with the interests of our clients. Our 560+ consultants across
63 offices and 36 countries are former industry and functional leaders who collaborate
seamlessly across geographies, industries and functions to deliver the full power of the
Firm to every client, every time.

We partner closely with public and private corporations, family-owned enterprises, and non-
profit and government agencies to provide a comprehensive range of integrated services,
including executive search, leadership solutions, CEO search and succession, board advisory and
diversity, equity & inclusion. Our leadership solutions cover individual, team and organizational
effectiveness, development and cultural transformation. We work with world-class partners
including Mobius Executive Leadership, a transformational leadership development firm. In
addition, we have partnered with Paradox Strategies, co-founded by Harvard University Professor
Linda Hill, to develop the Innovation Quotient (IQ), a proprietary culture diagnostic.

We believe that together we can transform people, organizations and the world
through leadership.

For more information visit www.egonzehnder.com and follow us on LinkedIn, Twitter,
and Instagram.
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