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It is heartening to learn that Indian Chemical Council (ICC) is organising the
second edition of ‘ICC Sustainability Conclave - Sustainability makes
economic sense’.  The assembly of various stakeholders al the Conclave
reflects the importance attached to promote sustainability in every sphere
of nctivity.

A harmonious co-existence with nature has always been an integral part of our
way of life. India's value systems accord lopmost priority owards caring for
our surroundings,

Our traditional practces have always laid emphasis on optimum and
responsible use of resources with 4 sense of sustainability. Our Government
has constantly furthered this spirit with warious initiatives aimed
at strengtheéning our resolve towards cleaner environment and thriving
biodiversity.

From transformative use of technology 10 emphasis on zero effect on nature,
we remain steadfast in our ¢fforts to build a new and self-reliant India, while
adopting an inclusive and participatory approach towards development. Efforis
such as leveraging renewable sources of energy, eliminating single use plastics
and converting wasté to wealth and wasle 1o energy reflect our sincerity for an
even better planet for the coming generations.

[ am sure the Conclave will present the participants from the chemical industry
and allied sectors a platform to deliberate upon various issues and charl out a
roadmap lowards adopling innovative and effective measures furthering
sustainability.

| wish the deliberations at the Conclave all success,

N

(Narendra Modi)

MNew Delhi

oI 29, 91 T 1942

January 19, 2021

Shri Ravi Kapoor

Conelave Chairman

Sir Vithaldas Chambers, 6% Floor

16, Mumbai Samachar Marg, Mumbai
Maharashtra- 400001
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Message

India s geanng up 0 become the world's economic growth englne. However, this can be pragmatically
achleved only when tha focal point of sestainable savalopmant is also located in the country

In arder to fulfil the shared vision of making India @ 85 inllion dollar economy by 2025, the |ndustry
noeds to reimaging our ralationship with nalure and reprioritaa our R&D goals on how we craate impact
an the environment and socety thal we all are 3 part of while continuously impmoving menufacturing
processes

Sustamabiity is really a mother lode of organizational and technological innovations that yield both lop
ine -and boflom Ene refums. Envionmental and soCial governance, efficient and effective resource
optimzaton siretegies, sustanable product nnovation, trEnsparent and trackabtle value chain are
lopping the charts for organzations as a means o minimza risks and resst growth in the next normai

india Inc.’s growth story is aisg underpinned by the cors value creation and protection principles of
sustainabiity - increased business resilience, competitve advantage, new revenue sireams and
mproved access 10 capilal The key players are viewing their sustsmnability agenda as opportunities to
minimzs business disruptions, create value for the community and enhance their sharsholders’ trust.

CUne of the key confributors 1o India's growing sustainability story is the Indian Chemical Ingusiry
Recently, India's chemical exports rose by 7 41% 1o Rs 2.68 lakh during April'13 - Jan'20 making it the
1op exporting sacior in the country

As the 67 fargest in the world and 3" largest in Asia. this secior s expected to become the economy’s
growth anchor in the near future. Accounting for 7% of the GDP. 14% in overall indax of the industrial
producton, and employing over 2 million people this secior, # is not anly alming for economic revival but
also positioning India to become & resianl. sustanable and stable growth engine for the world.

Top companies are realigning their sustainabillty goals as absolute must-haves in thes business's
resitence sirateges and rebound pians: By wanscending beyond complance boundaries, these
ofganizaiions ane reprioriizing thelr sustainabilily programs to deliver malerally betler outcomes -
mitigating envionmental and social rsks. integrating Ihe principles of resource afficiency. product
stewardship and crculanty in their operational excellence poals developing robust corporate
govermnance mechanisms and instilling digitally agie tfransformation across the value chains

| heartity congratulate the ICC for crganizing the second edition of Sustanability Conclave, 10 have
planned such a timaly and comprehensae though leadership forum that highlights how sustainability &
an integral value enabler for the Indian chemical industry. now and into the fulure, This Knowledge
Booklet shall provide the readars with stralaglc insighls, knowledge and aclionable intelligence 1o carve
pul & susiainable roadmap for the Indian Chemical Industry

Lat us work together 1o make India the vanguarnd of sustainablity

[ Tpopfon-

(K. VijayRaghavan)
Dated : 15" January, 2021




Message from ICC Leadership

RAVI GOENKA

President — Indian Chemical Council
Chairman and Managing Director, Laxmi Organic Industries Lid

If there is anything thal thiz past year has taught us, then il is lo think and acl more responsibly lowards
the environment and provide for a more suslainable future. Despite the recent downlurn wilnessad by the
enlire global economy, India gtill ramains one of the faslest growing emerging markel economizs with a
burgecning innovation and business ecosyslem. Hon'ble Prime Minister haz given a cladon call of making
India a & Trilllon-dollar ecanomy by 2025, This would mean that the chemical industry must grow from
LUSD 125 Billlon in 2018 to USD 300 Billlon by 2025, and that too in a sustainable manner using innovative
technolegles to make economic sensa from wasle,

On one hand we are wilnessing rise of India's stature in the world of chemical manufacturing, and on the
other hand India is commitied to the UN Sustainable Development Goalg {SDGs). Aligning these two
{hemes, Increasing chemical manufacturing and achieving UN SDGs, 1ICC Suslainability Conclave 2021
has besn curated o include illustrious speakers to discuss and brainstorm a myriad of important subjects
on Sustainability. The theme of the Conclave, “Sustainabllity Makes Economic Sense”, could nol be more
apl and thought proveking, oiven the state of world we currently live and pecupy. This conclave, In =
digital avatar, would enlighten, educate and open our minds to new innovations and discussions around
sustalnabllity in the chemical sector.

The Indian Chemical Councll team deserves much admiration and support Tor conceplualizing this
Conelave. |ICCT being the apex national body representing the Indian Chemical Industry and all its facels,
has collaborated with Ministry of Chernicals & Fertllizers, Govt. of Indla; Ministry of Envirehment, Forest
and Climate Change, Govl. of India; United Nations Environment Pragram (UNEP); and International
Council of Chemical Association (ICCA) for organizing this Suslainability Conclave 2021 on 20-21,
January 2021 on a virtual platform.

Indian Chemical Couneil (ICC) and Environmental Rasource Managemaenl (ERM) have joinlly creatsd this
knowledge paper lo proliferate bas| praclices and principles on sustainability, and aide the members of tha
Indian chemical fraternily to take environmentally responsible actions and profitable decisians.




Message from ICC Leadership

VIJAY SANKAR

Immediate Past President-Indian Chemical Council
Deputy Chairman, The Sanmar Group

The Indian Chemicalz and Petrochemicals industry iz widely regarded as an industry-of-industries with a
combined lurnover of over USE 170 billion. It Iz in a sweel spot of unrealized potential and lremendous
oppoertunity. 1| sheould witness sianificant growth this decade driven by rising disposable income, young
population, rapid urbanization, shiftz in production and conzsumption, the customer shift lowards a healthler
life style and arowing export opportunities.

Currently, a large parl of the domestic demand Tor specialty and downstream chemicals iz served via
imporis—offering large headroom for local production. In addition, changing geopolilics offers the
opportunity for India to emerge as a global production & export hub.

As the premier Chemicals Industry association, ICC continues to actively work with both the Industry and
the Government 1o ensure that the chemical industry contributes its Talr share and plays an importanl role
in the country's economic revival post COVID-13. This sustainability conclave exemplifies |CC's
commitment to promole the cause of sustainability even while focusing on the growth potential for the
industry.

I am happy that the Toundalion laid by 1ICC in Nov'1D wilh the firsl edition of the conclave & being
successiully Tollowed this year despite the Unforesesn challenges that we are Tacing loday. Growth shall
not be en any ethical compromise and it shall and should on sustainable path by considering society as
the focal point. This year's sustainabllity conclave Is secand In a row and | am glad that our efforts every
year are bringing all the like-minded people together.

The prosperity of business becomes closely Interlinked with sustainability due lo Increased Tocus and
awareness on the environmant and people fronl. Sustainability for the Industries has become the pillar for
growlh and has been the key focus area for |CC wilth promotion of Responsible Care (RC) in tha counfry,
RC not only fosters safe praduction of chemicals bul aiso nurlures environmenial sustainability, security of
chemicals and taking care of wall-baing of their esmployases and their surrounding communities.

| am confidenl thal ICC will endeavour to follow up and support the Implementation of oulcomes
emanating from deliberations of this conclave.




Message from ICC Leadership

BIMAL L. GOCULDAS

Vice-President - Indian Chemical Council

MD & CEO, The Dharamsi Morarji Chemical Company Ltd

The warld we live in has changed substantially in the past 12 months. There iz global economic chaos,
and untll the vaccine is distributad in all nations, the risk of deprassion looms large. The Indian economy
also took a hil, especially in the first two guarlers, bul the slrict lockdawn combined with the inherent
immunity of Indians, and the superhuman efforts of medical professionals and pharmaceutical companles
has allowed India lo contrel viral numbers. The Indian Chemical Industry has also played an imporiant role
in providing key ingredients In the fight against COVID-19,

With thiz backdrop, the need for economic recovery [s even maore urgentl. The Indian Chemical Industry is
well placed lo play an anchor role lo bring GDP growth pack lo 10% and above. Being a significant
employer, and a major contributor to the Indian sconomy, the Indian Chemlecal industry can ulilize the
Intellectual proweas, human resources, and materials avallable In the country to ensure growth that [= both
deep and wide

What is even mare imporiant than growth, however, I8 Suslainable Growth. We cannol destroy the
envirenment Tor short term materal gain. The Chemical Industry can utilize the latest lechnologies and
innovative processes o ensure that we leave the world a better place even as we ensure employment for
our 1.3 billion people and sconomic growth Tor our country. With toenventional appreaches and end-of-pipe
treatment, prolecting the environment was viewed as an added cosl

But this need nol be the case. We can make money while still protecling the environment. A change in
perspective is needed to convert waste into wealth. In order to facllitate an exchange of Ideas and bring
awareness of eco-friendly possibilities, the Indian Chemical Council {ICC), India’s premier assoclation for
chemilcal manufacturing companies, has organized the second annual Sustainability Conclave 2021 (iled
“Suslainability Makes Economic Sense”. This conclave is supported by the Minislry of Chemicals and
Fertilizers, the Ministry of Environment and Forests, Ihe United nalions Environmental Program, and the
Intamational Couneil of Chemical Associations.

The wealth of knowlsdge of the speaakers and the greal platform, albeil online, for exchangs of ldsas will
suraly make his conclave a "musl-altend” for anyone In the chemical industry or assoclatad with It In
ary way




Message from ICC Leadership

RAVI KAPOOR

Chairman, Sustainability Committee - Indian Chemical Council
MD, Heubach Colour, India

Il is a pleasure and privilege to usher in the second edition of the sustainability conference this year. If's
regreftable thal we are not able to do this in person bul in keeping with [he presenl siluation and
requiremant of social distancing and preventing any spread of {he virus, we are glad thal we are able to
bring o you this year's conference virlually which has an inleresting title "Sustainability Makes Ecanomic
Sensa’.

It is & fact that the chemical induslry is growing in leaps and bounds and we can zee from the valualions in
the stock market the value that is placed on the chemical sector. Some of the best performing companles
In the market today are from our 2egment and when you look closely, 2 carmmon thread iz cbserved, and
that is the deep commitment to sustainabllity and sustainable practices by these companies. The growth of
the Industry Is Inevitable, however one of the potential pitfalls s to lose focus iz on the princlples of
Responsible Care while we are growing at a frantic speed. There are wo clear goals and motivational
incentives to be'a sustainable company, the first, to ensure the present level of business and the regqular
growth of the company and the second, o ensure that there are no impediments to grow at an even faster
pace while ensuring an economie viability which is short, medium and leng term, bringing about a value to
the company which will ensure ils success.

Dur theme this year s lo stress that being sustainable does nol mean being more expensive or spending
meney on unproductive and non-relum areas, on the contrary showing thal ensuring suslainable practices
for exisling and growing companies results in shorl-, medium- and long-lerm success of the company.

ICT is glad lo collaborate with ICCA, UNEP, ACC and Ceaflc to bring aboult this event where we have long
list of illustrious speakers bolh from govermment and industry, India and abroad. We hope you find this a
useful and value adding event and our leam at |CC will strive to continue lo bring you similar evenls.

We thank yeu for your participation and solidarily with the cause of sustainable practicas which is a Key lo
davealopmanl and growth of lhe chemical industry In Indis.




About ICC
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Indian Chemical Councll (ICC) is the apex indusiry body founded in the year 1938 for promoting the interests
of the nascent Chemical Industry. ICC represents all segments of the Chemical Industry stich as Organic &
Inorganic Chemicals, Fertilizers, Agrochemicals, Pesticldes, Paints, Dyes & Dye-intermediates, Drugs &
Pharmaceuticals, Fine & Specialty Chemicals, Plaslics & Petrochemicals, and Petroleum Refining efc. Over
the yaars, ICC has taken a lead role In developing a robust base for Indlan chemical industry. ICC website is:
www.indianchemicalcolncil.com which provides detalls of national and International activities of |CC.

Apart from taking up critical Issues faced by the Industry, with stakeholders, Government of India, various
slate governments, ICC also encourages Research & Developmenl, State-of-the-art Technology, Energy
Conservation and Quality Consciousness. ICC also monilors and contrivutes to the framing of industry
specific Governmenl Legislation, and to have formal interaction with the concermed Governmant Ministries
regarding policies, tariffs and excise matters. Il alse helps in monitoring, procuring and disseminating
information relating 1o topical developments on safety, health & environment, to promote Responsible Care
Initiative.

One of the key initiatives of ICC is Responsible Care (RC), a glebal voluntary initiative of chemical industry
has been initiated by ICC in India lo excel and continually improve health, safety and environmental
performance and lill date, |CC is the only body recognized for RC. RC is a commitmenl of the chemical
industry for a world-class performance for safe. responsible management of chemicals throughout their entire
life. RC addresses community concermns about chemicals and its impact on people and environment during
processing, transportation and use. ICC encourages members of the industry for complying with 150
standards, committing for Responsible Care - which is a voluntary initiative of the industry. ICC has a policy
for assisting units in 551 sectors for practicing Responsible Care [nitiative in their units through mentorship
program. There are 134 companies who are Signatories of RC till date. Industries are permitted to use RC
Logo after the due process of peer audit. At present, there are 48 companies who are RC Loga Holders.

Another pioneer initiative of ICC Is the MNicer Globe which is ICC's Responsible Care Initiative for Transport
Distribution Safety, Emergency Response and Transport Security. The objective is' to foster mutual
cooperation and collaboration within the industry for responding o fransport emergencies and tracking of
movement of dangerous goods from GATE to GATE using Geo Positioning Systems (GPE), GED spatial
information system (51S) and mobile technology, The project instituted in October 2013.

ICC is very actively involyed with Ministry of Chemicals & Fertilizers, Government of India and also all the
State Government bodies where chemical industry is concentrated, ICC's representatives are always invalved
with Ministry of Environment, Forest and Climate Change, Government of India; Central Pollution Control
Board; State Pollution Contral Boards and veices the concerns of the industry regarding incoming legislation,

Chemical Industry today is in a transition stage. India’s opportunities in the sector are still to be exploited fully
The investment, trade facilitation, sustainable manufacturing, perception management of the industry are
some of the important areas which need regular interactions with the government and regulatory authorities.
In its constant endeavor the service the Chemicals Industry o attain its desired level of growth, ICC is
committed o work with all stake holders to atiain this objective.
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Context

Tha giobal calamity of the pandemic has fundamentally shocked the world. No individual, community or
nation has remained untouched. So it Is, for all facets of the economy Including the chemical
sector. Technology, societal expectations, and the very tangible effects of biodiversity loss and climate
change, were pushing all businesses toward a more adaptable, sustalinable appreach In thelr operations.
The pandemic is the once-in-several-generations event in the context of which businesses everywhere
had to re-think and innovate on Sustainability. Sustainability quickly became the overarching, acute
shock for the world to adapt fo. s effects are stlll unfolding and will continue to cast a long
shadow for years.

So,

»  What are the changes brought about by the above drivers, for the chemical secior?

*  How have societies’ and governments' views and actions evolved due to sustainability concems?

*  How do those views and actions impact the chemical sector?

«  What does the digital revolution mean for the sector?

Thesa and many more questions are answered in this paper, which describes the sustainability faclors
that are critical to the growth of the chemical sector. Fundamentally, we cover the broad aspecis of
Environment, Social and Govermance (ESG). We paint out the journey to becoming a more sustainable

business. [t is for each business o understand where they are on this journey and to determine its fulure
course, in the process benefiting it's bottom-line, society and the earth.

Slin
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What is Sustainability?

Sustainabllity aims at mesting the needs of the present without compromising the abllity of future
generations to meet their needs. The concept of sustainability is composed of three pillars: covering the
economic, environmeantal, and social dimensions—also known informally as profits, planet, and people

Environiment Social
Anticrime PolicviNicasires Business Risks and . Cantroversial Issues, Dilemmas |
o Opportunities _ in Lending  Financing

Corporate Citizenship and

Brand Management Climate Strategy Philanthropy
Codes of Conduct/Compliance/ . Environmental |
Comuption & Bribery ‘ Policy/Management System FiticetiRckson
Corporate Governance Environmental Reporting Human Capital Development
|
Customer Relationship Labor Practice Indicators and

Management

‘ Operational Eco-Efficiency Human Right

Financial Stability and Systemic Occupational Health and Safety

Risk
Risk & Crisis Management ‘ Social Reporting
Supply Chain Management Stakehclder Engagement
Tax Strategy ‘ Talent Aftraction & Retention
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The 2030 Agendas for Bustsinabls Developmant

Changing landscape
for the chemical industry

With global megatrends supporting, the outlook Tor -+

the global as well as the Indian chemical secior is
bright, despite the overall sconomic and human
impacts caused by the COVID-12 pandemic. In fact,
policy and markst Imperatives caused by the
pandemic may accelerate growth of the Indian
chemical sector, by which growth fulfills the promise
of the 5Rs (Reduce, Reuse, Recycle, Restore,
Recover) of sustainability.

In India, the chemical sector has witnessed double-
digit growth in the latter part of the 2010s. The
Indian chemical industry is expected to grow from a
value of approximately USD 178 billion In 2019 to
approximately USD 304 Billion by 2024-25 at a
compounded annual growth rate (CAGR) of 9,3%.

1. India teday ranks @th in the world in terms of
chemical sales and coniributes 3% lo lhe global
chemical industry.

2, Factors driving the growth of the Indian chemical
sector and challenges

Multiple factors will drive the sustained growth of
the Indian chemical seclor aver the nexl decade.
Some of these key drivers are;

* Reduction in Feedstock Prices: Moderation of
input feedsiock prices have aided the chemical
sector significantly, including in India, which
relies heavily on imparts for base petrochemical
stock. Over the medium- to long-lerm, oil prices
are expected lo remain subdued, considering the
decreasing demand growth on account of the
global Low Carbon Economy Transition (LCET).

+ COVID-19 and Trade Confiicis: COVID-19,
legether with the US-China trade war has forced
approximately 33% of companies with global
supply chains to shift suppliers out of China.
Multinational companies are shifting {or retumning
) manufacturng to couniries such as Japan,
Vietnam, Myanmar, Bangladesh, Philippines and
India, This shift provides India, with its existing
Indlustry, large pool of skilled English-speaking
prafessionals, and sirong R&D capabllities, an
cpportunity to attract chernical industries to
invest in newer manufacturing units within the
country, while also increasing the demand for
intermediates and specialty chemicals produced
by exisling units.

Megatrends, such as a middle class that is
projected fo grow both in number and in
spending capacity, will result in much greater par
capita consumption of all manner of goods; all of
which depend significantly on the chemical
sectar,

As the Govemment of India (Gol) works towards
transforming India into 2 USD 5 frillion economy
and Increase its ranking significantly in the Waorld
Bank's Ease af Deing Business index, the time is
optimal for the Indian chemical sector to reap
benefits.  India today has the fortuitous
conflusnce of drivers for demand, strong and
consistent policy support and & projecied
increase in foreign direct investment (FDI} 3 for
the chemical sector.

Fig. 1 - India Brand Equify Forum's Report on the
Chemical Sector in 2020.

The fulure for the sector holds significant promise
for accelerated and material growth. This presents a
vary significant opporiunily for Indla to grab
chemical manufacturing share In the world and
improve its position In the global value chain. The
opportunity is significant, as are the risks. This
paper presents the priorty sustainability-related
operational  challenges that are increasing in
importance now and in the decade ahead. Some of
these sustainability-related challengas include the
following:

«  Thinking beyond Environment and integrating the
Social and the Governance aspects in lo their
sustainability management programs

«  Glimate change and the LCET

« Increasing scarcily of energy and raw matarials
and the need to embed cdircularty inlo the
operational model

Sladpirdbll maked stbnpfies spdis noe CRafgnl Lindscahe fof e IRdiat Chisfncil [k sk,



tainabllity mskes sconomic sense

Changing landscape
for the chemical industry

+ Reputational ssues and the role of multiple
stakeholders inciuding civil  organizations,
regulators and the public

« Rapidly evolving EHS regulatory requirements
that place an ever-increasing compliance
burden on corporations

« Deriving higher retums from Safety programs

» Digitalization of sustainability initiatives in
Industry 4.0,

The abllity to manage the various ESG-related
risks, and fo converl some of these into
opportunities, would be the key determinant of
success as corporations expand thelr presence
and reach In India, Campanies unable to adopt
these changing landscapes will likely face the
risks of business interruption, material financial
penalties and! or loss of reputation,

Indian Chemical Industry: Re-prioritizing ESG
& Sustainability

This paper seeks o examine some the ESG and
sustainabllity-related themes emerging from the
challenges listed earier. It also presents key
facets ol the new operational reality that
corporations, including the Indlan chemical sector,
in India, must acknowledge, and adapt to, quickly.
We present a roadmap for businesses o assess
where they are and then plan the journey to
sustainable, performance-ariented operations.

«  Lorporations engagement with climate chanae
has shified drastically in last few years. From a
fime where voluntary disclosure of carban and
water foolprints to  investors and other
stakeholders was a 'good to have optional
aspect of business, climate change today has
become the cenlerpiece of business resilience
strategies, with significant investment already
pourad inlo preparing for an uncertain Tulure
Inveslor-led initialives and frameworks such
the 5-20 Task Force on Climate Disclosures
(TCFD), Climate Action 100+, UNPRI, and
major privale Inveslors are now  pushing
companias lo lake tanglble aclions lo address
the climate change and the low carbon
economy transttion (LCET)

-

In the face of ever-increasing resource shoriage
and spiraling financial, social and environmental
cosls of energy, water and key raw malterials,
circular economy, once a ‘fancy’ term that few
understood, has now become a staple of
aovermment policy, ministerial pronouncements
{recall 'waste to wealth') as well as business
strategies lo maintain and enhance profitability.

Even the UNO's Sustainable Development Goal
(SDG) 12 - Responsible Consumption and
Production- relates closely to this, even as a slew
of other 5DGs are wunachievable withoul
embedding circularity in our economic model and

focusing on  product  sustainabllity  and
stewardship. REACH-lke regulations are
increasingly  being adopted by countries

worldwide and even the Gol is considering a
similar regulation ai present

EHS regulations in India are changing at & pace
never seen before. This enhanced compliance
burden, when coupled with more stringant
enforcement by the regulators and judicial
activism means that it s no longer feasible for
corporations. o violate regulations, nor is
cheaper for corporations to pay penalties than il
is to comply. Recent judicial orders have made il
clear that corporations are liable not Just for
compliance at thedr own planis, bul can also be
taken to task for viclations by suppliers and

reverse vendors (e.g., waslte management
contractors). Even with avoidable statutory nisks,
reputational risks assodiated with

mismanagement and negligence of suppliers and
reverse vendors pose a concam lo corporalions.
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Sustainabllity mskes sconomic sense

Changing landscape
for the chemical industry

Additionally, with the implementation of a new,
science-pased framewerk for ascertaining and
assigning envircnmental liabilities the ambiguity
that earlier characterized liability assessment of
cperational and retired asseis has been largely
eliminated. Industries  mus now  prove
scientifically, using data-driven models that their
past or curreni operations are not causing
pollution beyond permissible limits in order to
obtain environmental permit renewals and avoid
stringent penalties and clean-up obligations.

Liability estimation is also significant as the ESG
and Sustainability liabilities and risks are now
being evaluated, formally disclosed, and taken
intc consideration during large mergers and
acquisitions  amongst the leading chemical
corporations. Recent large transactions {amongst
stalwarts of the chemical industry) have seen
ESG & sustainasbility-related liabilities  and
opportunities being taken into consideration while
determining deal value.

« COVID-18 and  attendant  operational
challenges have significantly accelerated the
pace at which industries have adopted
digitalization of multiple processes. Digital
transformation has emerged as one of the key
enablers of business continuity, efficiency, and
continued profitability during 8 year that
witnessed significant tumult. These changes
are here to stay, and can only get further
embedded into ESG and sustainability
management in this 'new normal’ of the post
COVID economy.

VWe can be optimisiic of the coming years as
CEOs have already taken note of these aspects
and significant investmenis are planned, as
evidenced by the PwC's 23rd Annual Global CEC
Survey — refer Fig. 2. These could well be the first
steps fo implementing the UNO's call of "building
back better'.

Fig. 2: Excerpt from PwC's 23rad Annugl Giobal CEQ Survey

ExhibH 1 Gueston

Chamicals CEC's see opporunity In Circular Econonyy Which of the following opportunites in the chemicals
industry will you be prioritising and/or investing in over the

next 12 months?

Sustainabiliyfcircutar economy

Altermative material sources and processes (2.q., bio-bazed,
renewable, ChemCycling)

Digital pperations and related technologies (&.0., sensors,
digifal twin, drones)

Predictive analyucsiadiicial intelligence an the cusiomer;
markal inlerface

Parner intagration across chemicals value chains

Mew business models (e.q., piatforms, data-based sarvices)

58%
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Sustainable Development Goals: Opportunities and
Actions for Chemical Sector to make an Impact

adapted by aII Umied Mations Member Stales in
2015, provides a sharad blueprint for peace and
prosperity for people and the planet, now and inta
the future. At il= heart are the 17 Susiainable
Development Goals (SDGs), which are an urgent
call for action by all countries - developed and
develaping - in & global parnership. They
recognize thal ending poverty and ofher
deprivations must go hand-in-hand with strategies
that Improve health and education, reduge
inequality, and spur ecenamic arowth — all while
tackling climate change and working o preserve
our oceans and forests (THE 17 GOALS |
Sustainable Development {un.org)).

The chemical s=secior |5 interdependent with
several other key seclors and chemical seclor
can play a significant role in achieving the UN
SDG gosls. According to the Beiter Business
Better Woarld report by the Business &
Sustainable Developmenl Commissien, achieving
the Global Goals could open up an estimaled
LUSS12 ftrilllon in markel opportunities in four
aconomic syslems: food and agriculiure, ciies,
enargy and materials, and health and well-being.
They represanlt around 60 percent of the real
economy and are crilical to delivering the United
Mallons Suslainable Developmenl Geals (SDGs)
In order lo benefit frem such opporlunity requires
the seclors lo parlner within and across the
sactors.

There |s growing appreciation across the global

humﬂm communityefihe immense potential of

ble Dwuluph‘im Goals (SDGs) to
Inmunn. amnnml: _growth, and
nent at an um:rnmdmhﬁ scale, This
I}Wl‘[w Waﬂr Blﬂr!y caplured by the Business &
Sustah'vqbla 'Ueveluprnant Commission's, flagship
Better Business, Betier Wﬂrld repart, wi'lluh points
2;:;]%12 trilifon nhaddinornal el valug that
be unlockqd by 20301 the SBDGS are
chieved.
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WBCSD Chemical Sector Guide

The Chemical Seclor SDG Roadmap (Roadmap)
is an inifiafive led by & seleclion of leading
chemical campanies and Industry associations,
convened by the World Business Council for
Sustainable Development (WEBCSD), 1o explore,
articulate and help realize the poleniial of the
chemical sector lo leverage ils influence and
innovalion lo contribule to the SDG agenda. The
Reoadmap offers a unigue and collective vislen for
the sector on whal the key impact opporlunilies o
coniribute lo fts moal malerial 3DGs and specilic
SDG largels are — from producl Innovalion o
process Improvement through e innovalive
public-private parinerships. 1t also outlines
tanglible actions that the chemical sector may take
to accelerate impact In the short-, medium- and
long term in the run up to 2030,

What are the Sustainable Development Goals?

In 2015, the United Nations established a set of
goals to end poverly, prolect the planet, and
ensure prosperty Tor all. Each of these 17
Sustainable Development Goals (SDGs) Includes
specific largets to be achieved by 2050. Achigving
the SDGs reguires the efforts of governments, the
private sector, civil soclety, communities and
individuals.

What do the SDGs mean for business?

Governments have been lasked with the
Implementation of (he SDGs however, this Is an
agenda thal fundamentally will nol be realized
without strong engagement by the privale seclor,
Business has a crilical role to play In helping o
realize the ambitions of the SDGs; as an enaine
of economic growth and employment; as a source
of finance; and as a driver of lechnology and
Innovation. And there's lots 1o be gained for
companies stralegically aligning with the SDGs.
The geals provide a new cross-seclor global
framewerk to transiate the world’'s most pressing
needs into business solutions. Companies that
are able lo deliver Inclusive and sustainable
prodiucts and services In fine with these ambitlons
stand to open up significant market opportunities
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Sustainable Development Goals: Opportunities and
Actions for Chemical Sector to make an Impact

The Business & Sustainable Developmeant
Commisslon’s flagship Belter Business, Better
World report points to US$12 trillion of additional
markel value that could be unlocked by 2030 1f the
SDGs are successiully implemeanted, creating 380
millian jobs In the process. The SDGs can also
help companies to analyze and address
oparational and regulatory risk, and to secure a
strang and enduring license to operate.

Why an SDG Readmap for the sector?

The SDG agenda |s ambltious, transformative,
and universal. It will not be achieved through
incremental change and calls upon all actors to go
beyond business as uvsual to tackle comiplex
societal and envimonmental challenges. Realizing
the ambltions of the goals and unlecking the
potential they represent is beyond the reach of
any one organization and so calls for innovative
new forms of partnerships at scale. From a
corporate perspective, the SDGs present both
opportunities and risks. Realizing SDG-related
opportunities and effectively managing rsks will
require innovation and transfermative change that
incorporates efforts spanning across  industry
gseciors, with individual omganizations working
together with their peers io tackle obstacles and
scale solutions. In this context, the Better
Business, Better World report underlines the
importance of drawing up detailed sector
“roadmaps” o guide and support specific
industries in their shift towards sustainable
development In line with the SDGs. Embracing
these recommendations, the Chemical Sector
5DG Roadmap (Roadmap) is an initiative led by a
selection of leading chemical companies and
industry assogiations, convened by the World
Business Council for Sustainable Development
(WBCSD), to explore, articulate, and ultimately
realize the potential of the sector to leverage ifs
influence and drive innovation that will significantly
contribute to the realization of the SDG agenda.

Priority SDGs
for the chemical sector

The Roadmap identifies areas whera the sector
can have the most SDG impact and explores key
opportunities and pathways o accelerate and
optimize this impact on the road to 2030, while
also presenting a strong business case for action.
The Roadmap is also important as it will provide a
means o communicate with potential pariners in
other sectors and relevant stakeholdars on key
sustainability activities and initiatives.

Method and approach

In order to develop this Roadmap, nine leading
chemical companies and two Iindustry
associations formed a dedicated working groug,
convened by WBCSD. The group ifook a
leadership rmole in piloting and refining the three-
step framework described in WBESD's SDG
Sector Roadmap Guidelines. The group worked
collaboratively with input from external experts o
collectively:
= Map perspectives around the chemical
sector's current level of SDG Impact at the
target-level across the value chain and identify
priority SDGs for the sector to address;

= Conceplualize where the sector can
collectively make the most transformative
contribution to the SDGs, and identify key
impact opportunitles to drive progress towards
realization of the SDGs;

= Sot out a series of key actions for tha Industry
to pursus in the shorl, medium, and long
term with a wlew to making these impact
opportunities a reality on the path to 2030,

Finally, the Roadmap also communicates the
sector's willingness to engage with relevant
stakeholder groups to promote sustainability
throughout the walue chain in support of the
SDGs. Download the full report here
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Envisioning Opporluniti==s Trends & Drivers

Sustainable Chemistry and Brand Positioning

We've all seen it Product Gresnwashing that shatters credibility in the marketplace. How can
greaner chemistry achieve real sustainability goals and aiso serve 1o position a brand In the
markatplace? This white paper explores that gueslion and provides benchmarking parspective on

Implementing a successiul program

Sustainable Chemistry and Brand Positioning

Meither scientists nor the marketplace offer a
consistent definition for sustainable chemisiry.
That lack of common definition and the
corresponding lack of standard protocols for
implementing or measuring a sustainable
chemistry program can cause confusion and
make il difficull o know where to start in
designing a sustainable chemistry  program.
However, thiz also provides an opportunity to
design a program thal periaing directly to a
company's goals and products.

Meither scientists nor the marketplace offer a
consistent definiion for sustainable chemistry.
That lack of common definiion and the
corresponding lack of standard protocols for
implementing or measunng a sustainable
chemistry program can cause confusion and
make il difficull lo know where lo start in
designing a sustainable chemisiry program,

For simplicity, this white paper uses the term
“sustainable chemistry” in the sense of the
OECD definition. We need to refer to decisions
made about the composition of products
based upon the potential toxicity of the
chemicals they comprise, andfor the potential
use of resources or waste generation.

Howewver, thiz also provides an opportunity to
dezign 2 program thal pertaing directly to a
company’s goals and products. A brief look al two
definilions provides he vocabulary and conlext
for this while paper. One useful definition comes
from the Organization for Economic Cooperation
and Development (OECD)2: "Sustalnable
chemistry s a scientific concept that seeks to
improve  the efficiency with which natural
resources are used to meel human needs for
chemical products and services,

Susiainable chemistry encompasses the design,
manufacture and use of efficient, effective; safe
and more environmentally benign chemical
products  and processes.” The  American
Chemical Sociely offers another perspective
defining twelve principles of Green Chemistry.
These principles temize three chemleals, and
less waste and pollution, essential fealures: lower
resource use, less loxie In praclice, howevar, the
working definldon  of sustainable chemisiry
dapends in part on a company's business goals.
Look maore closely, and the definition of grean
chemistry that supporls a company's business
goals depends on lhe posilion of a produet within
the supply chain, and the aspects of sustainability
Ihat are important to slakeholders as a resull,
Analysis of these factors as described below will
lgad o the development of a righl-sized
susiainable chemiglry program,

Companies making a vanety of products around
e globe find themselves grappling with the need
to "green” their products as a parl of market
positioning. Some find the issue vital to their
business. Others find that brand positioning may
not yet motivate an examination of chemical
sustainability.

Itis a truism in the world of product sustainability
Ihat — informally put — the closer a producl comes
lo our children, the more likaly it iz ihal
suslainable chemistry goals beyond simple
regulatory compliance will drive the product's
customear appeal,
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Sustainable Chemistry and Brand Positioning

Consider these recent conversations ERM has had
with companies in diversa sectors, which jllustrata
why some companies focus on  sustainable
chemisiry and others may not. d

+ A boutigue manufaclurer of on-trend beauty
producis sold largely in the Morth America
chose fo re-examine  their chemical
management strategy when the manufaciurer
realized the extent to which their chemical
usage and sustainability metrics affected their
shelf space at key retail outlets. In addition, their
customer service depariment heard s sieady
stream of inguiries that added to the company's
motivation. Buying decisions by customers in
the Millennial age group, crucial to the
company's bottom line, were clearly influenced
by perceptions about the “greenness’ of the
company's products

* A chemical company based in Asia Pacific
heard from two crucial stakeholder groups that
sustainable  chemistry  was  increasingly
imporiant. The company's customers making
personal care products demanded less toxic
chemicals that could replace the functionality of
certain chemicals of concem. And some
investors  increasingly demanded that the
company improve its sustainability metrics,

These anecdoles lllustrate the range of business
value thal a sustainable chemistry proaram can
provide, Often, evidence of the potential value is
indirect and awareness of such evidence is
scattered throughout an organization. The value
may surface thraugh customer surveys or scoring
gystems directed o the Sales Dapariment,
Cuslomer Service inquiries from the public; or
annual reporting to a Board or private equity firm
routed through the Environmental Health and
Safety or Sustainability group. If one of the
anscdotes above carries a ring of truth, it may be
warth a methodical assessment of the potential
value of sustainable chemistry to your product
line.

- Britain's MNational Health Service (MHS) didn't
like what it found when it analyzed its carbon
footprint. NHS et a target for carbon reduction
and told its suppliers that this target would
influence its supply chain decisions. This drove
some pharmaceutical companies to assess
sustainability measures in their operations and
supply chains, and motivated them to reduce
greenhouse gas intensity to retain profit-critical

What do best practices look like?
sales.,

With a topic this broad and poarly defined, how
does a company begin lo optimize their brand
positioning relative to sustainable chemistry?
ERM often applies a four-siep process to help
companies develop an approach to sustainable
chemistry, Ve adapt the general process
illustrated in Figure 1 to a company's operations
and products, providing benchmarking
perspective in each step along the way

* While an Executive Order favors contractors for
the U.5. government whose products are more
sustainable. the Department of Defense has not
incorporated that order into certain Military
Specifications: As a result, defense contractors
waorking in those areas currently have no brand-
positioning motivation to invest in the use of
more sustainable chemistry.
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Sustainable Chemistry and Brand Positioning

Figure 1: Bransd positioniag welng sysialnghle chemisiry

Dbjactives Dasign/Refine
* Businass drivers » Seale
= Prignities « Data
* Industry state of play * Messurable gogls
= Tools
Implements Brand Identity
+ Strateqgic deployment * Cammunications and
« Tralning and engagemant strategy

commutcaions
= Ongaing feadback and

impravement

Step 1: Set Objectives

The first and maost crucial step is fo set objectives that are aligned with the company’s business goals
and image in the markelplace, Those abjectives can be highly individual and driven by both internal
and external factors, For example, some pharmaceutical companies sel goals to reduce the levels of
loxic substances in lheir operalions; those commitments reflect each company's self-defined identity
rather than an exlernally-defined metric or regulatory requirement. Other companles factor standard
indices or scoring systems into their cbjectives, someatimes dictated by investors or customers,

Tatile 1! isfs somm of fhe framewdrks i common use

Dow Jones

Sustainability ndox Provides investars with company ranking by sustainabifity metrics

[ELFSH)

Global Reporting Bearing system used to raport comparny Impacts thal Includes a broad ranga of
Inktlative (GRI) epanomiag, environmantz! and social criteris

Carben Distlosure

Disclosure and repaorting system focussed on ciimate change, forests anag water programs
Project (COP)

Global supplier of Corparate Social Responsility (CSR) ratings to sugport

Ecovadls :
sustainable procurement: scarng system incorporaies elements of other frameworks

Product Safety Code includes, among other Factors, that chemical companies consides impacts-on public

Rezponsible Gara ATy
haalth, the envimament, and overall sustainsbiity 25 they Improve thelr products or deveiop new ones

Ratailas Supgplier

Rankings Companiea:such as Walman and Tanged rank supplisrs based on sestainablity measires
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Sustainable Chemistry and Brand Positioning

Step 2: Deslgn and Refine

The second step s lo design and tesl a
sustainable chemistry program that can mest
those objectives. Here, practicality must trump
Ideallsm. Practical conslderations include:

Scale Grand plans can collapse under thelr own
weaight. A more successTul approach may be to
define a limited focus for the sustainable
chemistry program In line with the company's
business strategy. Some choose to focus first on
a product line that generates high Interest or is
cruclal to the company's profits. Others work
inttially on bullding sustainable chemistry Into new
product development, Or a chemlcal sustainability
program may be phased in over time, with
implementation goals tied to target time periods.
Focus In one area of a business can allow a leam
o test ideas and show initial successes that will
build buzz and momentum.

Avallable data: Sustalnable chemistry declsions
require data. And those data — whether on
resource Usage, supplier formulations, waste
genaration, or myrad other factors — can be
surprisingly difficult to collect and can vary widely
in thelr precision and accuracy. Collecting and
managing those data takes time and adds lo
program costs, which 5 a practical limitation an
the design of a chemlcal sustainabliity program.

Measurable goals: How will the success of a
program be measured: reduced production cosls,
increased framewaork scores, Increased sales, or
some other factors? Over whal time period will
the company achieve those gains? Setling
measurable goals with realistic timeframas
anables the team driving the initiative to measure
progress and optimize the program over tima.
Meaningful metrics can have a powarful effect on
stakeholders' pearceptions of a company's
commitment and dispal any hint of greenwashing

Avallable tools Dozens of lools are avallable lo

ldentify “walch lisl" chemicals In producls, screen
for the hazard or risk of substitute chemicals, and
measure or report various sustainable chemistry
parameters. Each commercially-available tool has
advantages and disadvantages. Some companies
chose to design their own toals for implementing
a sustainable chemistry program. When the
customer or retaller does not specity the type of
toal that must be used, the cholce deserves
careful thought to support the company's
objectives and goals,

Refermulation challenges Reformulating &

product o incorporate more  sustalnable
chemlstry isn't always easy. It can require
creative resourcing, new process deslgns. capltal
investment, and — parficularly with respect to
highly regulated fields such as feod, drugs, and
cosmetics — require lengthy reaulalory approvals.
While these challenges come into play during
Step 3, Implementation, it is never too early lo
anticlpate and seek to address reformulation
challanges.

With these practical considerations sorted, a eompany can define its chemical sustalnahiiity program
in a way that fits the program objective and gompany operations. Pllot-testing the approach can help
io resolve the praclicalities of implementation: And, perhaps more imporiant than those practical
ponsiderations, early engagement with intermal decision makers and creative thinkers can help to build
momentum toward the kind of commitment needed to drive a successiul program.
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Sustainable Chemistry and Brand Positioning

Step 3: Implement Program

Implementing a chemical sustainability program
requires commitment throughaut an organization.
ERM often works with mulifunctional company
lsams thal include represenlalives from
Environmental Heallh and Salely, Product
Stewardship / Regulatory Affairs, Purchasing,
Cuslomear Servics, Markeling and
Communications, Research and Development,
Manufacturing [ Operalions, and Supply Chain
Managemenl. The number ol people engaged In
& sustainable chemistry Initialive can multiply
quickly for a muli-national company comprizing
many business units. At this paint in the process,
the success of the program depends not on
environmental idealism or innovation so much as
it does on human faclors: communication,
tralning, and a willingness o change, best
supported by the wvisible commitmeant of senior
management. Participation can  bulld when
slakeholders  recognize  the benefiis:  that
sustainable chemistry can reduce produclion
costs, reduce cerain compliance costs, decrease
some liabllities: and enhance product sales.

Step 4: Integrate into Brand ldentity

As a suslainable chemislry program malures, i
bacomes parl of the brand Identity. Thal imange
dossn't form overnight and oftan requires a
mullifaceted communication strategy. | takes
eold, hard numbers recorded In slandardized
scoring syslems lo quantify gains for relallers and
Invastors, prasertations at sclentific conferences
Increase technical credibllity for the Iniistive;
ralatable stories crafied by the Marketing and
Communications tsam make achlevemants
accessible fo consumers. Taken logether, and
with a sieady and perceptible corporate
commitment to sustainable chemisiry, these
measures can help position a brand with
shareholders, retallers, and key customers.

Conclusion

Making sustainable chemistry a part of a
successiul business stralegy requires a thoughtful
approach and steady lop-down commitment. The
fack of universal frameworks for sustainability
programs can make the thought of Initialing a
program daunting; however, this also allows for
flexibliity In talloring the scope and scale of a
sustainable chemistry program lo 2 preduct line
and its targel markets. A program lhat is custom
buill step-by-step to mesl company-specific
ohjectivas can have a substantial payoff. As parl
of a brand Image, sustainable chemislry can
appeal to customers and investors, Done well, a
sustainable chemistry program can also position
a company ahead of regulatory restrictions. Wise
chemical substifutlon puts process and cost
control in tha hands of the campany, in contrast to
situations where a company must react quickly to
a new regulatory ban. Real gains In sustainable
chemistry — not Just gresnwashing — can position
a brand for business success.

Dawriload the full paper hera
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Climate Change & Low Carbon Economy

Climate change has progressively risen
up the agenda in governments in recent
years and so has the call for all economic
sectors and companies to take concrete
action on climate change mitigation and
adaptation.

The focus of dlimate change has shifted
draslically in the last few years, from reguiring
companies to calculate/disclese carbon and water
footprints, investors and other key stakeholders
are now [ooking to companies to disclose their
strategic approach to address climate change and
itz implications. Many countries, such as China,
South Korea and Japan, ‘are declanng carbon
neutrality/zero  carbon wisions and roadmaps.
Further, investor-led initiatives and frameworks
such the G-20 Task Force on Climate refated
Financial Disclosures (TCFD), Climate Acton
100+, and United MNations Principles for
Responsible Investment (UNPRI) are pushing
companies to take fangible action lo address
climate change. The Global Risks Report 2020
(World Economic Forum) identifies Exireme
Weather, Climatae Action Failure, and MNatural
Disasters as top &5 global risks in terms of
likelihood and Impact. Many chemical companies
have taken aclions to inidate changes in their
operational boundary to reduce emissions and
enhance energy efficiency. However, in order to
limit global warming to less than 2.0°C, to mest
the goals of the Paris Agreement, rapid reduction
in GHG emissions and an accelerated transition
to a low carbon economy are required.

Climate change presents both risks and
opportunities: for the chemical sector. Climate-
related risks majorly fall under wo  main
catedgories, physical and transition risks. Physical
climate change risks include increasing incidence
and Intensity of extreme weather events such as,
hurficanes, fioods, droughts, heat waves, wildfires
and cold waves. The sactor baing a heavy user of
energy will face transition risks such as policy.
reputational and legal issues linked fo
Greenhouse Gas Emissions, pricing of carbon,
shifting custamear damands, Incraased
compliance coslg, risks related to higher costs for
low carbon lechnology transition, amongst olhers.

On the opportunities side, the chemical sector can
play a significant role in the de-carbonization of
global economy by contrbuting to low-carban
iechnologies and alse in  climate change
adaptation solutions through development of
innovative climate resflient materials for the push
in renewables, hydrogen, batteries, and exireme
weather condifions.

A multi-pronged approach is needed in order for a
smooth transition of the chemical sector lo the
LCET. Some of the key actions include:

¥ Risk management

o Leverage existing enterprise risk
management {ERM} and  risk
management processes (o Increase
awareness of climate risks

o Integration of physical and transition
climate risks in company's risk register
and management programs

¥ GHG emission management

o Identification and assessment  of
carbon footprint — activity dala,
emission sources within operational
boundary and extended value chain

Identification of potential arsas for

o

emission reductions =
operationalfischnology  improvements
lenargy  efficiency, waslte heal
recovery solutions)

o Utilization of renewable energy

o Use of feedstock based on

renewable/recyclable materials

v Research and Development

o Renewed focus on R&D initiatives and
pilot projects from climate change
perspective

y Collabaration

o Within the sector and extarnally, with
academia, research universities, think
tanks, investors, technology providers
on low carbon technolagies suth as
Carbon Capture and Storage (CCS)
Carbon Capture and Wiilization (CCU)
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Evolving Environment, Health and Safety Regulatory
Requirements in India

EHS regulatory requirements and
enforcement mechanisms are evolving
very rapidly in India, keeping up with
societal demands and global obligations.
These changes can be categorized as
presented below. The rapid evolution of
regulations and enforcement
mechanisms makes it imperative for
corporations to shift focus from
‘compliance on paper to ‘performance on
ground'.

Discussed below are the key changes that the
Indian EHS regulatory regime has withessed in
the lasl decade, but more Importantly, In the five
years between 2016 and 2020.

Operational Reality 1: Rapidly Ewvolving
Regulatory Requirements

Since 2016, India has witnessed what is, by far,
the largest surge In new and materially amended
environmental regulations coming into force,
Consider this: in the 45 years from 1870 to 2015,
30 environmental regulations were implementad
in India. In contrast, the last five years (January
2016 — December 2020) saw 34 new or malerially
amended envireonmental regulations coming into
force.

The rapldly changing regulatory landscape allows
corporations only a limited visibility of future
compliance burden. Consider, for example, the
consolidation of over 44 separate Acts and Rules
governing labour and employment in India into
four distinct Labour Codes.

Three of these Codes namely, Ocoupational,
Safety, Health and \Working Conditions Cade,
2020; Code on Social Security, 2020 and
Industrial Relations Cede, 2020 received
Presidential assent in 2020. The Code on Wages
Is expecled to recelve Presidential assent in
2021,

Further, here can be significant shifis In
regulatory requirements within relatively ~shorl
perods, Al least six draft requistions are
presantly under consideration at the lime of
publication. Two of the drafl regulaions with
significant bearing on the chemical sector are lhe
Dralt Chemicals (Managamsanl and Safaty) Rules
and the Draft EIA Notification 2020. While the
formiar brings producl stewardship lo Indian laws,
the latter will result in chemical Indusiries being
raquired (o account reglonal earrying capacity and
cumulative Impacts as parl of the project siting
gxercise.

Operational Reality 2: Regulatory violation is
no longer cheap

Enhanced surveillance by India's EHS regulators
and more stringent  enforcement of EHS
regulations by regulators, courts and quasi-
judiclal agencies such as the National Green
Tribunal (NGT) than In the past, mean thal
'pollute. and pay {If caught)’ is no longer feasiole
for corporalions, We present below, three
examples to lllustrate this.

« Example 1. In May 2020, the NGT (in casa no.
OA T3/2020), imposed an Inlerim panally of
INR 50 crores (approximately USD 6.8 million)
on a mullingtional chemical company
immedialely afler a styrene gas leak at thalr
plant in Visakhapatnam. The NGT took suo
moto coghizance of the matter and Iniliated
action against the company. The NGT order
dated 08 May 2020 relied on the principle of
"Strict  Liability' of Industries engaged In
hazardous processes, the principle of using
panallies as a deterrent; and the principle thal
the penalty must account for compensation
towards restoring damaged elements of the
environment, in addition o compensation paid
to victims. The Order also directed the Central
Pollution Control Board (CPCE) lo assess
overall Impact on environment, life and
livellhoods, and determine the final
compensation owed by the industry.
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Requirements in India

Example 2 In Jdune 2020, in a malter
concerning & boiler blast and subsequent fire in
a chemlical plant al Dahej, Gujarat thal caused
eight fatalities and Injured al lezast 50 workers,
the NGT invoked the principle of Strict and
Absolute Liability. In its order dated 08 June
2020 (in case no. IA Z37/2020), the NGT
ofdered the company to make an inlerim
deposit of INR 25 Crores (approximalely USD
3.5 millien) in addition to any other
deposiis/payments made In relatlon to the
incldent and over and above the compensalion
payable to victims of the accident and the 4300
persons who wera displacad from thair homeas.
As in the pravious exampla, the NGT sel up a
committes to ascerlain the total compensation
to be recoverad from the company, based on a
sciantific assessment of advarse impacts.

Example 32 On 10 July 2019 the NGT (In cass
no. OA 1038/2018), had orderad the CPCE and
Stale Pollution Control Board/ Committess
{SPCB/ PCCs), to:

+ Shul down, within three months, all
polluting  induslries focated in B9
industrial estates across the country
thal ware assessad as being "Critically
Folluted" or "Sevarsly Polluted™;

« Eslimate the compensation to be
racoverad from the polluting industries
in these 69 Industrial eslates for the
last five years, taking inlo account not
just the cost of damage caused to
public health and snvironment, but also
the cost restoration of damaged
elements of the snvironment and a
punitive amount towards creating a
deterrent for future violations;

+ Collect an interim compensation in
advance from all Industries, pending
assessment of compensation liability
(amounts for this ranged from USD
35,000 o LsD 150,000,
approximately); and

+  Hailt satting up of new industries and
prohibit expansion of existing polluting
industries until environmental impacts
in these industrial estates are brought
to within permissible limits and the
carrying capacity of the area has
been assessed.

Operational Reality 3: Evolution of a science-

based

framework for ascertaining

environmental liability

A new, sclence-based framework for ascertaining
and assigning environmental liakilities is in place.

The

environmental regulators are Increasingly

moving away from discretionary decision-making
that has often been charged of being ‘arbitrarny’,
towards a data-driven model for decislons. Key
indicators of this are listed balow.

Introduction of Guidelines on Implementing
Liabilities for  Environmental Damages
published by the CPCE in 2016 provided
regulators: with a comprehensive framework
within which risk could be estimated, and
liabilities assigned and valued In a prescriptive
Manner;

Use of Comprehensive Environmeantal Pollution
Index (CEPFI) to determine Policy: CEPI
allocates weightages to various pollulants,
ambient pollulant concentrations, receptors (the
number of paople affectad) and other aspects.
In 2018, the NGT direclly supervisad iha
enforcement of the CEPI criteria by the
regulatory authorities. Industrial clusters wara
categorized under the CEPl as FPoliuted
Industrial Areas (Plas), which are each ranked
as one of the following: (1) critically poliuted
araa (CPA), {2) severaly polluted area (SPA)
and (3) Other polluted areas (OPAs). The
CPCB and SPCBs are working to remediata
the CPAs and recover compensation from
poliuting  industries while prohibiting any
expansion or development of new industries in
these areas.

Usa of Regional Carrying Capaclty to drive
decisions: The MNGT directed the CTPCB to
assass the camying capacity of the 62 critically
and severely polluted industrial estates as well
as 102 cities, including Delhi, where air quality
doss not meet the Mational Ambilent Air Quality
Standards. The NGT reguested this data to
decide whether to allow new/ expanded
industries in these areas.
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Evolving Environment, Health and Safety Regulatory
Requirements in India

« LUse of Pollution Index for classification and
Consent management: In 2018, the CRPCB
issued Diraclions for a new modsel to classily
industries and determine the period of validity
fer Consents, which ara key environmenial
permits. This new modsl relied on an
Industry’s 'Pollution Index”. Pallution Index (PI)
is a funcltion of air emissions, effluenls, and
hazardous wasles generated. The values of Pl
range from 0 fo 100, with Increasing index
value based on lhe pollution potential of an
Industrial sectar

« Use of mathemalical formula to determine
environmental compensation:  Regulatory
agencies now accept (and even expect), dala-
driven, risk-based criteria for the evaluation of
contaminated sies. The CPCE and respactive
SPCBs/PCCs have relled on an evidence-
based, phased approach to assessing priority
contaminated areas around the country, as
llustrated by use of Site-specific Targel Levels
for clean-up of contaminated soll and
groundwatar,

Regulatory agencies are also using a prescribed

formula to determine the aquantum of
emnvironmental compensation to be recovered
from politing Industies. This formula Is
explained below

Operational Reality 4: Social license to
operate now poses material risks to
corporations

Even if a company helds all required

govemmental approvals, it cannot survive and
thrive if it doss nol win over tha community that
accords to it the social license to operata (SLO).
This cannoct be achieved merely by corporate
social responsibiliy (CSR) initiatives — India's
chemical secior must be seen to operate In
manner that does not impinge on the rescurces
available to the neighbouring communities. A faw
examples of incidents where industrial operations
were Interrupted or permanently shut down due to
community dissatisfaction are provided below.

-

Example 1: SLO Withteld — In July 2020, the
proposed development of a mega hydrocarbon
complex In coastal Odisha district of Balasara
faced protests and push-back from residents
over acguisition of land for the complex. The
locals also feared that the Industry  will
adversely impact soil fertlity and aaricultural
yields.

Example 2: SLQ Revoked - In February 2020,
residents of Kharghar-Taloja protested agains
air pollution caused by the Industries localed in
the region. They demanded that the state
government must replace the polluting
chemical Industdes with  non-poliuling
categores of industries.

Example 3 SLO Withheld - In February 2018,
farmers of Ratnagiri, in Maharashtra profested
against the development of a petroleum
refinery and petrochemical hub. The farmers
refused to surrender fand and withheld SLO,
fearing that the proposed industry could cause
significant damage lo the region, famed for iis
Alphonso mangoss, cashew plantations and
bountiful calches of seafood.

Example 4. SLO Revoked - In January 2016,
two NGOs had challengad the Environmental
Clearance (EC) given to a chemical company
to expand its sodium cyanide and mandala
nitride manufacturing plant in Olpaad Taluk of
Gujarat. The petition filed in the NGT argued
that EC was grantad to the company without
considering the expert appraisal committee
(EAC) recommendation on the outcome of
public consultation and public hearing; it added
that the effluent released by the company was
causing severe land and water pollution in
neighbouring villages. The NGT set aside the
EC for expansion of the manufacturing unit.

For the chemical ndustries to thrive amidst the
fast-changing regulatory and enforcemant regime
thal prevails today in India, it is imperative for them
to acknowledge the operational realities described
above, They must embed sustainability into their
business strategy. Corporations must proactively
move away from a culture of ‘casual compliance’
as well as fromy the cullure of ‘paper-based
compliance’. instead, corporations must indicate a
culture of parformance.
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Circular Economy

The chemical industry touches us all in
countless seen and unseen ways. From
life-saving healthcare devices and
personal care goods to food, transport
and clothing, around 100,000 chemicals
are used in the world today, affecting
every aspect of our daily lives. Chemicals
are present in 95 per cent of
manufactured goods, from simple
everyday items to hi<tech applications.
From wind turbines to electric vehicles,
the chemical industry plays a crucial role
in producing technologies and solutions
to create a carbon-neutral, resource-
efficient and circular society.

The principle of a ciroular economy offers
recommendations to policy makers to help
businesses become more resource efficient over
fime while simultaneously being sensitive o the
fact Ihat products containing hazardous
substances require particular attention before
being recycled or reusad,

Meanwhile, muitiiateral or global alliances (e.q.,
the Alllance lo End Flastic Waste, the Ocean
Plastics Leadership Summit, Alliance for Water
Stewardship, CEO Water Mandate and other
multi-cormpany organizations) have presented a
range of Improved practices for chemieal
comparnies aiming fto transition o circular
economy operations. These praclices revolve
arourid;

1. Sourcing of raw material that generate
minimal environmental impact and Increase
safety for producers and consumers allke

2. Treal internal manufaciuring pipelines as
sources of reusable material

3. Refurbishing of hOxed asset pars and
machinery and their retum to active use
rather than discarding them

4. Form lrade parinerships lo exchange waste
produecls Tor renewable resources

6, Make safely and regulalory compliance as a
part of core company cullure

Application of Circular Economy on
Chemicals/Products/Equipment

One of the most challenging aspects of applying
the principle of a circular economy o the
chemical secior is the evolving knowledge of the
properties of chemicals and their hazards. For
Instance, it Is nol possible to assume that any
virgin material put on the market and considered
safe al that lime can slill be considered safe |ater
in its life ocycle. This challenge needs o be
overcome so thal consumers can  have
confidence that products placed on the markel al
any given time are safe in light of the most up-to-
date knowledge regarding hazardous chemicals,
irespective of whether they ere made of
recovered orvirgin material,

In addition, while the Registration, Ewvaluation,
Authorization and Restriction of Chemicals (EU
REACH) has increased the number of chemical
substances that are identified as being of cancem
for health or the environment, guestions remain
over what should happen to those chemicals thal
are already circulating.

The chemical sector, as an integral part of the
supply chain, 8 responsible for chemicals
management from product development fo
disposal (product stewardship). To minimize risks
to human health and the environment throughout
a product’s life cycle, cooperation with other
stakeholders In the supply chain is essential. The
following key actions are required to make the
circular economy consistent, predictable and
effective:

« A move to non-toxic products, thus removing
problems in recycling.

« Regulators and industry work lowards
eliminating chemicals of very high concem
{e.q., EU REACH SVHC) as soon as possible
and substitutes are identified rapidly.

« Companies should take & forward-looking
approach whan designing products, avoiding
chemicals likely o be restricted in the fulure.
Better information flow on hazardous malerials
in products, and controls on chamicals In
imparied products.
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Circular Economy

« The supply chain, including consumers and
recyclers, should have easy access o
information on identity and properties of
hazardous chemicals in products.

* |Imports should be subect to the same
restrictions and information reguirements.

* Assessments should balance the value of the
resource and the hazard of the chemical, with
a default of no recirculation of hazardous
substances.

Application of Circular Economy on Water
and Wastewater Management

The business case for adopting circularity in the
chemicals industry Is also becoming more
compslling due to limited availability of water,
shifting demand from both consumers as well as
key downstream markeis, including utilities,
transportation, textile and apparel, electronics,
cleaning products, food and agriculture, and
cosmetics and beauty. The current trends indicate
water demand projections to increase significantly
and hence exceed sustainable supply by 40% by
the year 2030. Businesses, world over, have
recognized water as one of the top ten risks in
terms of likelihood and impact (Werld Economic
Forum's Giobal Risks Report published, 2020).
Water-related  challenges are  particularly
prominent in India where sustainable business
growth is not optional or something that can be
postponed. India is categorized as a water
stressed country with a water availability of 1427
malcapitalyear and  faces  multi-pronged
challenges to secure its water resources in the
face of freshwater depletion and degradation.
Water risks come in various forms such as lack of
availability, inadequate quality, wvariability, ever
changing and stricter regulaticn related to water
usage @and dizcharge and conflicts with
stakeholders and other users. Water, in a way,
has become s major risk driver to business
confinuity.

\Water is essential in manufacturing and delivering
products for the chemical sector. It affects all
companies through weter scarcity and guality
risks which manifest in financial, reputational,
operalional and regulatory risks.

Circular economy (CE) principles offer a unigue
window of opportunity to decouple business
production from aforementioned water risks and
shift towards resource recovery and minimization
of freshwater use and wastewater discharge.

This will benefit in the allocation of this resourca
for other critical water users in the couniry.
Howewver, the opporfunity also comes with
challenges especially in chemical sector where
water use within the system is more likely to be
influenced by the chemicals wused in the
processes. CE in water sector emphasizes on
efficient water use and wastewater management
using the strategy of reduce, reuse, recycle, and
recover but is yet to be hamessed in terms of
water and waslewater management in the
industrial sector in general. Herein lies the
opportunity to develop a comprehensive and
integrated framework of CE with a particular focus
on waier use in chemical sector. Mot only will it
free up a significant amount of water required by
the chemical sector, but also it is also likely to
contribute in reducing the chemical load in
effluent discharge, and reduce input and
operational costs.

The five (51 main principles of water circularity as
defined by the International Water Association
(IWA) are based on SKs approach to water
management. The principles are reduce, reuse,
recycle, estore and recover:

1. Reduce: Decrease in the consumption of
freshwater within  the processes by
implamenting water efficient technology and
reducing leakages, which eventually reduces
wastewater generation.

2. Reuse: reuse water, with minimal or no
tregtment, within and outside the fence for the
same or different processes

3. Recycle: recycle resources and wastewater
(treated by membrane or reverse osmosis o
g very high gquality}) within and ouiside the
fence

4. Restore: Replenish the waler resources
through artificial interventions (e.g., managed
gquifer recharge, rainwater harvesting,
afforestation, rejuvenation of water bodies)

5. Recover: Extraction of valuable resources
{e.g., energy, chemical) from wastewater.
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Circular Economy

These principles are part of the larger guiding
principles  such as systems thinking, wvalus
oplimization, innovation, collaboration,
stawardship, and transparsticy (BS3001:2017) to
achieve the implemantation of CE practices in
organizations that can be applisd to water sector.

In additivh to stiving f© meel the UN's
Suslainable Development Goals (5DGs), some
chemical majors are collaborating  with
downstream cliehts, unlversities and starlups o
co-design and implement producks and clreular
economy business modals.

Overall, chemical Induslry as a whole loday
recagnizes the need to shift to a circular economy
— bul this shift cannot happen withou!l crealing an
scosysiem that serves as an anabler 1o a set of
companies saaking this transition,

Therefore, It is Important to emphasize the ldea of
Industrial Symbiosis' whereby independent
companies exist in mutually dependent systems
and drive each other's success,

It Is an ecosystem in which I Is possible, for
example, to tum a waste product of one induslry
inte a resource for one or more industries. There
are already numercus exaniples of this approach
becoming standard practice In India, bul more can
be done to make this a pervasive business
practice. This wirtuous oycle and enabling
ecosystem will require the govemment lo create a
regulatory environment thal drives these changes.
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Towards building a thriving workforce

Chemicals are essential to perform a wide varlety
of functions In society and contribute significantly
to economic growth and our well-being. They play
a substantial role to create added value slong
supply chains across all industrial sectors.

Safety is an essential part of Suslaimable
Development. Any new chemical plant,
modifications to existing plants, new product
development needs to bring togethar raw material

sourcing, research & development, design,
manufacturing and sustainable enginesring
concepis in an Integrated formi. Interwoven

through this is the consideration of sustainability
risks in every aspect. This means svery chemical
company shares global responsibiliies towards
responsible consumptions of the world's finite
resources, sensitivity to their impacts and
associated environmental, safety and risk
considerations and the application of circular
economy principles to their activities.

Companies cannol be sustainable without
successful safety and risk management systems.
Over the last 12 months, there has boen an
increase  in  industrial accidents, which has
brought the spotlight to the chemical sector and
raised questlons on the the resilience of
occupational health and safely culture in Lhis
seclor, Many businesses have suffered
momenious setbacks as a result of Covid and
there Is an underslandable eagermness to restart
operalions to retum to productivity and earnings,
However, the financial and social demands lo
resume quickly could mean thal an essential
element of risk management, is overlooked or
compramised.

In s recent second Global Health & Safeiy
Survey, ERM engaged with 273 Function Leaders
from companies globally (chemical sector
representing 14%]) to delve into and provide desp
insight on a range of topical themes on health and
zafely which we belleve are of greatest inferest
{and concem) lo organizations at this Covid
impacted brme. These companies together employ
over 12 milien people across lhe globe with
combined revenues of US$B.68 trillion. ERM
focused on in-depth, structured conversations and
a series of roundlable engagements.

The study has produced some quite fascinating
Insights which we have set out under 2 headings:

Performance improvement failing to keep pace
with rapidly changing expectations

82% of the Function Leaders believe expectations
of all stakeholder groups on health and safety will
ratchet up in the nexdt three years, and especially in
Asia and in Europe. Regulatory drivers, the growing
importance of ESG, Investor pressure, intense
focus on health and safety during the global
pandemic and increasing societal expectations are
underpinning these changes. Tolerance of rizk has
declined in most, though not all, organizations, over
the pasl two years. 78% reported improving health
and safely performance and only 8% reported
declining performance. However, 80% reported
fataliies zlnce 2018, and 28% reporied multiple
fataliies in lhe past two years, a deterioration in
performance  on  fataliies  since 2018, The
participants  anticipale Increasing Impacls on
business and on business |leaders from health and
safely over the next three years,

Game-changing
pandemic

insights from the global

The global pandemic has shed light an the
changing nature and scale of challenges in heath
and safaty and has provided insights on a number
af blind-spots to the Function Leaders. They shared
seven valuable Insights they have extracted from
the global pandemic. C-19 has provided the
participants {and the wordd at large) with an
undersianding of the scale of impacts heallh and
safely can have on business and how organizations
can respond o these challenges. Il gives us a
measure aof a field in rapid transition inle a new
phase (heightened concem and new challenges)
and an appreciation of what 'good’ looks like in
termis of leadership, processes and thelr efficacy,
the role of corporate offices and empowered
leadership down the line, together with insights on
how the function can deploy new ways of working in
the post-Covid world.
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Towards building a thriving workforce

Evolved approaches deliver results: Putting
the ‘why’ back into health & safety

Companlas are actively manzaing away fram a
singular focus on lagaing Indleators, parl of a
broader shift In approaches o Health & Safety
that occurred aver the past two years. The
particlpants In the study Identified nine different
‘evolved approaches that they have deployed,
and which have delivered broad-based benefits.
An Increasing number are also engaged In
overhauling: their established H&S processes to
bring a more people-centered approach to them.
The participants cited a surprisingly wide array of
benefils from these Initiatives. A number of key
challenges with the execution of these
approaches were also identifled by the Function
Leaders. Valuable perspectives shared by tham
will help gulde organizatlons as they take on the
enormous  challenge of driving real cullural
change lo meal rising expectations in health and
safely.

Changing role of H&S functions demands new
capabilities: Bridging the gap

Changling stakeholder expectalions, the uptake of
evolved approaches in health and safely, together
with new challenges and opportunities arising
from responses to the global pandemic are
stretching H&S  functions. However, few
ocrganizations have developed robust, integrated
capability development models to properly equip
thelr health and safety professionals to address
these diverse and changing needs. Only 4% of
respondents sald  thelr health and safety
professionals are “fully equipped” to address the
changing needs of thelr stakeholders in the new
operating environment. The Function Leaders are
alighed on the need for robust technical
capabilites (a fundamental) and the need fo
complement these capabilities with skills in
communication, coaching, Influencing, data
analysis, root cause analysis and leadership. The
participants provided deep insight on the
challenges they face as they strive to equip their
health and safety professionals to succeed In this
new operating context.

Success and pitfalls in hamessing data and
technology

The application of data and lechnelogy in health
and safely have become core elements in the
toolbox of H&S functlons and operational teams
as they strive to Improve thelr H&S performance
and increase operational efficlency. Companies
have significantly increased investment in these
aspects and they are planning further increases
over the next three years. Digitalization of core
health and safety processes and Implementation
of management Information systems are the most
frequent target for Investment and will continue to
be In future. The application of virtual and
augmented reality technologies and learming
management systems are being hamessed to
enhance the efficacy of health and safety training.
Remote observation tools, robotlcs and wearable
devices and other solutions are belng deploved to
de-risk operations. Over 90% of the participants
felt thair investmenis in data and technology met
or exceeded thelr expectations, but fallures In
execution, when they occur, can be extremely
costly. The Function Leaders shared seven hkey
insights on avoiding these pitfalls to ensure
investments in data and technology daliver on
their promise,

Five key challenges call for advanced
leadership development methods

A new genaration of senior executives who see a
clear link between H&S, a thriving workforce and
business performance are lgading the way In
transforming the eaxtent and quality of
gngagement on health and safety In thelr
organizations (ched by 19% of the participanis).
Visible, purposeful leadership is paramount and
wa Tound Function Leaders [danlify it as the most
powerful means of delhverng improvement In
health and safety performance. Senior leaders
are engaging more on health and safety (82%
agrea), which positively correlates with increased
risk aversion and higher levels of investment In
H&S. However, 80% Iidentified deficiencies In
leaders’ abillty to translate engagement on safety
into impact on the culture, behaviors and
performance. They Identified five key challenges
that call for advanced leadership development
methods.
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The persistent challenge with contractor
safety performance

The increasing use of conlractors, ah established
trend for many years, will continue for the
foresaeable future. However, the rate of increase
in use of contractors is slowing and 13% of the
participants are expecting to reduce their use of
contractors in the next three years. Contractors
parform higher-risk activities, and the participants
balieye managing contractor safety 8 more
challenging than managing safely for their own
employees. All these factors imply a2 further
concentration of risk in the contractor base and,
potentially, Increased [ikelihood of incidents.
Risks are greatest with short term, transient
contractors  and in  locations where safety-
competent vendors are in short supply. The
Function Leaders |dentified five key areas of
cancern related to contracior safety. They also
shared Insights on actions they are planning to
take to address these challenges. B7% of the
participants are planning to  improve their
contractar H&S programs in the next three years.

An escalating crisis on mental health in the
workplace

Concems about mental health in the workplace
have been growing with 3 sleady rize in cases
over a number of years. Dala from the UK
indicates that over 50% of days away from work
in 2019 were a resull of work-related stress,
depression or anziety,

A number of different faclors have underpinned
the growth of these izsues including employee
burn-out, relentless organizational change and an
‘always switched an' working culture. lzsues with
mental health have increased throughout the
giobal pandemic and 90% of the participants
reported Increasing concerns about mental health
in their companies. Features of 'the new normal'
In the post-Covid-12 world will act as stressors for
mental health. Mental health is, perhaps,
becoming the number ane threat to organizations
enjoying the benefits of having a thriving

workforce. Most organizations have implemented
programs 1o address mental health but there are
concems about thelr efficacy and how well
leaders are equipped to recognize and respond to
mental health issues in their teams. Only 4% of
respondents said they were fully satisfied with the
benefits they are deriving from their mental health
programs, The participants provided useful
insights Into the challenges with their programs.
Increasing cost of H&S and
investment priorities

changing

Increased stakeholder expectations are driving
increased investment in H&S. Investment in H&S
is expected to rige by 17%, having grown 21%
over the past two years. The top three priorities
for investment are technology, mental health and
leadership culture. Other areas of growing
concem such as fitness for work and ccoupational
exposure to chemicals will also be targeted.
Investment In contractor and fleet safety,
identified as key areas of concern by the
participants, do not feature on the list of top
investment priarities. There is a robust case for
each of the Investment priorities identified by the
Function Leaders, The challenge for the function
and for whaole organizations lies in ensuring that
each of these investments yield the full scale of
the benefiis they promise and that organizations
and their people need. It is clear from the study
that atfitudes lo health and safety have gone
through a metamorphaosis in the lasl two years,
Changing societal expeclations, rising foous on
ESG, investor pressure and responses lo the
global pandemic have accelerated established
trends and put the spotlight on a number of areas
of growing concem,

The study has put a spotlight on a new
generation of business executives who see
the direct link between H&S and business
performance. They recognize that protecting
the health, safety and wellbeing of thelr
people (their human and social capital and
most valuable asset) is Integral to them
enjoylng the extraordinary benefits of a
thriving workforce.
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Towards building a thriving workforce

They are deploying progressive, evolved
approaches fto health and safety and
increasingly they are harmmessing a range of
new technologies to de-risk their operations
and to better equip their people to engage
with the hazards on the frontline.

This study presents with a unique opportunity to
rethink the way sector works for the better.

Building a thriving workforce through evolving
approachas as a sclution if harmessed, will reap
rewvards not just in safety, bul across all aspects
of oropanizational performance; bringing bensfits
leng inte the future by creating more efficient,
successiul and sustainable operations.

Download the full report here

Simdnivablli makes schnpimis sevse e chafgmp kbndscahe Tof e Rdiah Chismicel Counc 1E



Envisioning Opporluniti==s Trends & Drivers

Emphasizing the ‘S’ in ESG

As companies focus attention on developing
corporate-level standards in thair susiainability
jourmnay from compliance lo wvalue crealion. &
concerted emphasis on the integration of social
performance is critical to ensure that policies are
implemented.

Within the changing landscape of the global
chemical sector, the following themes resonale
with its growth and prespecis for India:

* Beyond the fence line: The 2019 ESG Report
Card for the Chemical Sector (S&F Global
Ratings} suggests that the key social risks for
chemical companies are demographics, safety
management (covered subseaguently), and the
growing influence of consumer behavior. With
respect to the former, mega trends linked fo
urbanization and growth of the middle class
pravide an opportunity for the rising demand of
chemical products. However, risks linked fto
access fo land and resources (during project
set up and expansion), cormnmunity health and
safety (related to the manufacturing, fransport
and consumption of chemical products) and
the changing stakeholder sentiments require
incorporating  the perspective of local
communities beyond the fence line into the
strategic business aspects of social risk and
impact management. Cperational reality 4
(EHS Regulations) puls into focus that social
license to operate cannot be taken for granted
in view of chemical companies facing
increasing local resistance 1o setling up plants
in certain locations!

* Bridging the "workplace” gap: Focus on social
internally has broaderned beyond basic heaith
and safety of employees. [l now include topics
such as creating the right work-life balance,
ensuring adequate skils matching, offering
new opporiunities for personal well-being both
at work and for the supply chain and paving a
way for a platform of diversity and inclusion in
the workspace, i.e., higher accepiing of
diverse employess, particularly older workers
and women.

* The era of dialogue and transparency: Social
dialogue among governments, employers and
irade unions is perceived to greatly facilitate
the adoption of effective measures to enhance
the sector's ability to attract and retain workers
of all ages in a highly compelitive demographic
context. Such dialogue is crucial o ensuring
that the measures adopted in this regard are
well suited to the specific characteristics and
neads of the industry.

« Social sentiments fowards chemical products
and their manufacturing as wall as a
noticeable shift towards organic farm produce
without the use of chemical pesticides or

fertilizers pose immediate and long-term
challenges for the need fo innovats.
Owver the years, various international

organizations have developed guidelines to help
companies, organizations and even govermments
improve their understanding and management of
social sustainability. These efforis and initiatives
gre underiaken o improve the stance of =social
performance standards as a norm in the chemical
industry. The UMW Global Compact's ten principles
asks companies to embrace, support and enact,
within their sphere of influence, a set of core
values in the areas of human rights, labour
standards, the environment and anti-corruption .
Based on 10 principles of the UN Global
Compact, the UN encourages Corporate
Sustainability Leadership with four main axes:

o Strategic social investment, which
addresses care of your most precious asset
2. your employees

o Partnerships and collective action,

encouraging companies ifo join forces with

others o maximize expertise and training
knowledge.

Stakeholder engagement, including key

external pariners such as Trade Unions,

MGOs and academia

Transparency and disclosure, promoting

openness as the basis of building trust and

effective partnerships.

&

&
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Envisioning Opporluniti==s Trends & Drivers

Emphasizing the ‘S’ in ESG

in 2013, ILO formed & forum called the “Global
Dialogue Forum on Initiatives to Promote Decent
and Productive Werk in the Chemical Industry”
The mandate of this Forum was o examine
initiatives to promote social dislogue for improving
ihe performance of the chemical ‘and
pharmaceutical industries, in particular of small
and medium-sized enterprises especially in
developing countries and emerging economies.

Simflarly, Together for Sustainability (175) is a
Jaint initiative of chemical companies that evolved
in 2011 in order to embed ethical and social
standards within the supply chain of 26 global
companies, mostly signatorfes of the UN Global
Compact. The focus fn the supply chain of the
member companies seeks fo collaborate by
assessing s supply chain through a framework
(with a strong focus on social parameters) for
conducting  assessments  and  audits  and
thereafter organmizafion workshops lo promote
capacity bullding and change.

Simitarly, the ICC {8 a nodal body pursuing the
Responsible Care Progratmme, a global initiative
through the International Council of Chemical

Sladpirdblil maked st sehis noe Chafgnil Lindscahe fof e IBdiatb Chifncil Caukc

The practices form the basis for susiainable
operations and (nelude for example, an employee
health & safety code; a pollution prevention code;
a disiribulion code, and an emergency response
and communication eode; all of which tie to social
aspects of running chermical businesa.

The chemical sector in India will need to regroup
and infrospect on emphasizing the "5" in ESG
through initfatives that ol across boots on the
ground up fowards the boardroom. Thease
initiatives will need fo consider!

= The need for new and exiating developments
fo create inclusive, Informed and resilient
communities beyond the fence line;

«  Proactive adoption of policy commitments fo
go beyond compliance lo credibly support
isswes for employees, waork force and the
supply chain on issues such as [ving wages,
diversity, cannected safely, ethical standards
and social protections; and

« Safeguards thal require a proactive mapping
of chapging stakeholder expeclations to




Envisioning Opporluniti==s Trends & Drivers

Digital Transformation

The chemical sector Is rapidly going through a

transformation. Trends like changing niarkel
dynamics, disruptive |hnovations, circular
economy models, fransition to sustainable

chemistry are acceleraling the adoption of digital
transformation in the sector,

The key developments thal are benefiting the
most from digital transfoermation broadly fall into
three themes: 'Cennscled Safely Excellence’,
'ESG and Susiainabiiity’, and 'Performance
Optimization’. The polential of digital to expand
the efficiency and productivity frentier for each of
these themes Is subslantial, given the state-of-the
art developments happening In networks and
sensors, data avallability and processing.
Howewer, despile laying out the potential and
scope of a digital transformation among various
themes, ndustry executives must rethink their
business models to take advantage of digital
technologies.

For example, indusfry executives must think
about how to:

« Define a business case for change, realigning

their business models to bensfit from new
technology
* Define the roadmap for integrating new

technologies in existing landscape

* Accelerate the adoplion rale across business
functions

* Implement technology enablers for leading
indicators and pro-active decision-making

Connected Safety Excellence: The very nature
of chemical Industries exposes a range of
hazards and risks to s employees, assels and
daily operations. The Industry has thus been al
the forefront of establishing strong operating
practices and safety culiure. The Covid-19
pandemic has exposed the wvulnerabllities of
chemical and process indusiries thal persist with
siloed sysiems and require human intervention for
their smooth functioning. The business case for
creating and strengthening remote managemenl
frameworiks is thus, very convincingly made.
Digitalization offers the only altemnate roules, with
its promise of intelligent automation. Drawing
lessons from the unforeseen ways in which
business cantinuity has been disrupted; all

process-heavy industries would be well advised
to induct connected safely into their ways of
working to ensure a more secure futurs.

What is holding back the real
digitalization for improving safaty?

impact of

Any attempt al successfully moving lowards a

smarter, connected safety must be preceded by

an honest assessment of the current sysiemic

flaws, Some of the common gaps in sxisting
frameworks are:

= Lack of intelligent capture of past incidents,
near misses and other challenges.

= Lack of a connected view of lsading and
lagging indicators and the indicators at the
lowesl level, as a means to preventing bigger
hazards.

+ Inability to close the loop for leamings from
near misses with changes in eguipment and
process design, workforce sensilization and
trainings

« Lack of digital literacy and digital culture

« Lack of seamless integration: Differing
technologies, legacy systems and
disintegrated data managament infrastruciures
has led to lack of easy coordination between
loT and Operational Technology solutions.

How can digital help achieve safely excellence?

Digital technologies are enabling smart leading
Indicators and pro-asctive risk mitigation for
chemical Industries. Prominent bodies ke the US
Chemical Safety Board have suggested that
smarter technologies, remote management, and
connected data sets will help chemical industries
mitigate their safety and process risks. Some key
Industry examples are listed below:

« loT, connected assets and cloud infrastructure
are leveraged fo connect physical assels in a
plant, which can continuvously moniter health of
equipmeant and processes. When this real-time
data is fed into software such as a2 cenlinucus
emission  monitoring  sysiem  (CEMS),
organizations can then collect, record and
report data remotely. This can further alerl the
operations team on any deviation, leakages or
potential threals to safsty.
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Envisioning Opporluniti==s Trends & Drivers

Digital Transformation

+ \Wearables and smart personal profective
equipment (PPE) is used lo detecl worker
health conditions and body vitals in real-time,
alerting supervizors about potential fatigue and
stress canditions.

« Data analytics s leveraged for processing
milllans of safety records to extract meaningful
insights. Advanced machine learning
technigues and ardificial  intelllgence  are
adopted o define advanced correlation models
for predicting falality risk

Tao summarize, digital technologies like laT, smart
wearables and the application of data science can
empower chemicals companies to preempt an
incident, significantly reducing human risk.

ESG and Sustsinability: For some time In India,
there has been high expectation for digital
fransformation to contribute to Industries’ goals of
allaining sustainabilly and ESG goals. Such
prospects are well aligned with the efforls of
Indian companies lo tap into opporiunities offered
by rapid digitization to promote resilient
infrastructure and assets and drive inclusive and
sustainable industrialization, while also fostering
innovation with the Intent of enhancing efficiency
and productivity.

However, ariving at appropriate metries for
assessing sustainability and ESG goals s not
easy because of the multiplicity of aspects they
have 1o deal with, often requiring cross
fertilization of Informalion between Industry
operations and s Interaction with |t larger
environment - resource uplake, environmental,
soclal and safety aspects linked to ils operations.
Commean fo all this Is the significant, muld-
dimensional and diverse range of data thal has (o
be consolidated and processed in order o home
in to meaningful performance melrics and
indicators. Such data may lyplcally range frony

«  Raw materlals and natural resource use,

*  Process attributes and operational parameters,

«  Emisslons, discharges and wasle generation,

« Spativ-temporal vardations In environmental
and social aspects In and around an industrial
facility,

« Saflety at workplace and of surrounding
communities.

Additionally, the analysis and treatment of such
data ofter require complex algorithms to provide
real time and predictive analysis In order lo
provide appropriate insights to guide effective
decision making on these issues

Al the same lime, rapld advancemen! in digital
technologies including the availabllity of cloud-
based platforms, Increase in  compulational
power, enhanced security of data storage and
access, new developments in artificial intelligence
provide excellent opportunities for Industries in
India to leaplrog to the next level, It will also help
creale  positive  economic, social, and
environmental impact for the country while also
addressing global sustainability lrends. Maost
Impartantly, a  hollsic approach lowards
digitization and suslalnability — two key agenda
ltems thal are expecled to drive business goals In
a post-pandemic world, will enable company
management to support smart declslons that lead
to enhanced performance on the sustalnability
and ESG fronts. We will be able to better
manadver through the new challenges and
opportunities in the markets while meeling
slakeholder expectations, including the financial
community.

Performance Optimization: Chamical
companies' business processes, Including
manufacluring, markeling, sales, and R&D,
prasanl apportunities far performance
Improvement based on data capture and
Interpretation. Integrating the technology

landscape and their assoclated data sources will
enable new possibilities for optimization by
leveraging Integrated systems, advanced data
sclence and smart visualizations. This will further
enable pro-active decisions and resource
savings. In our paper, we will provide examples of
how connected systems and data are enabling
improved performance management. Data based
advances are Increasingly seen across lhe
industry, providing various pockets of excellence
which can be replicated across other industries.
Some key dala driven themes and supporling
induslry examples are listed below!
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Envisioning Opporiunitiss: Trends & Driviers

Digital Transformation

Leverage Al and Machine Leaming: With
increasing  dala generaled by chemical
Induslries due 1o newer chemistry and
processing requirements, machine will become
a critical tool to simplify the processing power
and bring agility to the Industry. One example
of AL and ML In action as seen with global
chemical glant BASF which recently launched
a 'Chemistry 4.0° platform to optimize
production, sales, R&D, supply chain; and
Increase efficiency. This transformation helped
BASF atftaln sustainable manufacluring and
realize s clroular economy goals. In another
example, a global chemicals company which
faced repeated unplanned downtime, used
real-ime monitoring o extract insights from
structured and unstructured dala sels (like
inspeclions, frainings, maintenance, past
failure inyestigations etc.) lo creale cause-
impacl prediclion models. Business resulls
included an 80 percenl reduction in unplanned
downtime and operational expendilura savings
of about $300,000 per assal.

Digital Twins for products and processes:
Chemicals companies are Increasingly using
3D visuallzation and virtual reality for training
pperators and maintenance slafl, Digital twins
gxtend the concepl of 3D simulalion models
with real-time data inlerface and application of
advanced data sclence, which can help
chemical plants to oplimize process changes,
reduce wastages, predicl abnormal conditions
and avoid major process devialions, For
example, BASF managed to reduce the balch
me for producing expanded polystyrens by
30%. This was done using dynamic
optimization technigues based on Kkinetic
modsels developed from the data generated
during production

Leverage Malural Language Processing (NLP}
for deriving Insighlts from unstructured data
sets:  While traditional data analytics
techniques focus on quantitative and structured
data sets, advanced data {echniques like MLP
helps in extracting value from unstructured

dala sets like Incldent investigalions, process
fallure reports, audit reporls, audlo, video and
even speech basad Inputs. Application of NLP
is helping companles analyze millions of
records to plot risk based hot spots and define
unknown risks, thereby allowing them 1o take
pro-aclive business decisions,

.
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Envisioning Opporiunities! Trends & Driv

Mergers & Acquisitions

The business criticalily of sustainabilily issues
has never been clearer and the momentum for
suslainable performance never been sironger
Several surveys of business |eaders across
sectors, assel managers, institutional investors,
and government regulations, all demonstrate the
incregsing  impeorance of ESG and climate
change Issues globally, across societiss and
industries. The LCET appears well underway and
will fundamentally shift the way we live, with
advaniage going o countries and businesses that
lead the LCET. India is amongst those countries
to face the greatest disruption from climate
change. The angoing pandemic has brought into
sharp relief these factors

Clearly, ESG and climate change issues present
business critical risks, yet also present major
opportunities for the chemical seclor to play a
leading role in. Investors have made significant
commitments to supporting companies that meet
defined ESG standards, rewarding those that
outperfarm their peers, and eventually pulling out
of companies that don't measure up.

Flg 1 Tyodcal Coversge of EEG DiWgence ve, EHS Oiigence

What are some of the key sustainability (ESG and

climate change! lssues for the sector, from the
point of view of a buyer or investor, whether trade
or financial? How mature js the management in
the target company with respect to addressing
these issues? What are the potential risk or
opportunities; their implications and what achions
are needed for corrective action or to develop an
opportunity? To answer these and many more
gritical questions, the old 'EHS’ due diligence now
needs to be a part of the larger ESG due
diigence. Since sustainability issues affect a
business across time (short-term and long-term)
and across gecgraphies. a 'boots to beardroom’
view is essential in the diligence petiod and in the
100-day or 100-1000 day pericd after,

ESG DD

I Comprehensive assessment of the business's material
environmental, soclal and governance risks, fabiites
and opportunities,

Benchmarking of the company's ESG paolicles,
precadurss and performance agalnst pesars and
sector best practica

I Imsight irta how the eompany’s ESG perfarmance could
affect s most valuable Intangible asseds including
reputation, rand value, trust and refationships.

Owerview of how emerging social and environmental
I meqatrends are likely to affect the company and
Its markel
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Evaluation of the present condition of the propoerty
and oparationg with respect it compliance with
emvironmental and health & safety applicable
permits and requirements:

Estimation of potential liabilities and costs to
perdorm further Investigations ralated to:

1. the presance of patantia] srurcas of contamingtian ang
Ao eued telited lo The chedsliors of
sxigting fanfes,

2. pokanfial Bk ar groundweler conamination;
1. ssbestos coraining materats;

4, ke health and safety lssues

AlAtRitER ke 8 sdlripities SpdEe

m = chafgmij kindacode Tof e Idial Chemcs Counc



Envisioning Opporiunitiss: Trends & Driviers

Mergers & Acquisitions

Investors and buyers Increasingly look to a comprehensive assessment of the business's material
enviranmental, social and govemance risks, liabllitles and opportunities. For example, benchmarking of
the company's ESG policies, procedures and performance against peers and sector best practice; insight
inte how the company's ESG performance could affect its most valuable intangible assets including
repuiation, brand value, trust and relationships; and, overview of how emerging social and environmental
megatrends are likely to affect the company and its market

The six capitals- finanaial, operational, natural, intellectual, reputational, and human- must be reviewed,
benchmarked, and corrective or improvement actions prioritized. Each capital will have varying importance
depending on the context of a transaction. For example, incident risk management, wasle management,
and GHG emissions may be relatively more imporiant for the chemical sector, compared with, say,
customer welfare and product design.

A bespoke ESG due diligence, therefore, protects value and paves the way for value creation. The

outcome of the ESG diligence aids in stralegle decision-making with respect lo capex and opex, liabilities
and nel debl, future growth and operations, revenues and margins, and, reputation and risk.

Fig. &' ESG !ssues-and Busiiess Consoquentes

Broader Env [2508s Governance of EHS & Social lssues

Natural resource Usage l Suslalnabliity sirateqy,
(avallability, sfficiency etc.) management. policies

Impact on biodiversity, .
ecosystem services Commerclal Opportunitfes & Rlsks I ngﬁﬂslfﬂr ngnﬂﬁ"lng
non-financial risks

I Impacts of climate change

Wider sustainability risks or :
or fioodin i *
L1} ' opportunities related to I Disclosures and assurance
and impacts.
I Stakeholdor engagemant & l Supplier parformance
NGOMecal campaigns
I Product compliance issues
I Rights {s.q., workar, land, water)
Downstream-users and
I Labour & working conditions disposal issues

T Future Growth & Revenue & :
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Mergers & Acquisitions

A selier can pre-empt many of the ESG risks and lizbilities by performing his own due diligence. Such a
diligence allows the seller to provide the commercial context of the ESG issues and in fact, is
comprehensible as business issues. The vendor can focus on the solutions in place — for example,
forecast budgels, management systems and risk mitigation measures rather than on the issue itself.
Thus, the focus is on the business implications, communicating the management solutions, reducing
delays, uncertainty and opportunities for price reduction.

Fig 3: 56l sids Due Diligence Advaniages

and a purchaser's concerns

Key environmental iss

Envircnmental labilties: snvironmental law often stales that s
lizhiliies are disclosed by the vendor, they pass io the purchaser
(sublsct ta contract). Meamuhila, a purchasar will want to understand
the need for provision/contigencies, Impact upon working capital and
farecasts

Capital expendiure commitments: new regulations will require
malerial capital Improvements o pullullon control equipment in many
seciors, A-nurchaser will want to understand i1 additional capltal and
or revenue requiramants ane Includaed |n the financlal forecasts

Managament processes. good control of emironmental (ssues should
anzure that they do not presant-a material risk to a business. A
purchassr will seak comiort that managenment systems are robust.

Market consicerations: regulatory and customer irends mean that
environmental issues are now shaping the markei in some sectors
Understanding hese drivers for growth and decline (depending

upon the sector) can be ortleal to the valuation process

Customer requiremants, green corporals proclurament menas
suppliers must mest minimurn stzndards, Recyciing obligations upon
manufacturers. mean suppliers need 1o provide cosl sffective
recysable components. & purchaser will want to understand potential
implications to supplier contracts, retationships and produact pricing

Business disruption: lssuas such as clean-up of contaminated land
and remaoval of ssbestos can cause discruptlon to normal business
activiies, with & cormesponding impact upen revenue eamings

VENDOR FULFILLS THE SALE WITH
INFORMATION PRINCIPLE

‘ordor ks pefter placod 1o make 3 clean
breahk from histonced fabililes

VENDOR FROVIDES THE
COMMERCIAL CONTEXT

Erdronmental issues can Ds communicansd
o @ purchaser in their proper cantesd and
A% mos eaailly understood business B

VENDOR COMMUNICATES THE
MANAGEMENT SOLUTION
The vendor resert can focus on the soiutions in piace - for

sxaifiple, lorscae budgets, Hgh quakly mensgsment gpsams
and risk miigaton measunes raiher than on the lzsua Nsel

LJSocussing an the business implications,
cemmunicating the managemant selullans,
reducing delays, uncertainty
and opportunities for price chipgping.
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Envisiohing Oppofunitiss: Trends & Drivers

Post: Mergers & Acquisitions

Post — Merger Integration

How does a business move from the due diligence phase to operational excellence in the new enfity'?
Creating an integration pathway at the start of the diligence is essenfial. Every merger/integration
effort represents a chance to set a higher ESG performance standard. Applying a strategic approach
and best practice for various elements, creates an advantage to create/enhance value

Fig.4: From D0 o Cperstiona! Excellsncs tha Rosa fo Bridging the Gag)

Creating an integration « Evolve from M&A rational {value protection)
* Introduce helistic appraach
W r he
pathway from the outset » ESG/EHS maturity mapping as a critical path towards value creation
Every mergen post acquisition effort represents a Early transformation planning, PC buy-in,and structured execution
chanca far transfarmation, an opperunity to set and enables the identification of synergles and helps ovarcome business
build capabilities for kigher ESG performance standards. challenges to creats transformation opportunities which sspport

susiainabie business growth,
Application of a sirategic approach and best practice
creales leverage in capture that value, " Bosl 1 eless
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Post: Mergers & Acquisitions

The post-merger integration (PMIy musl address six strategic themes:

«  Organization and siralegy

« Liability and risk

« Compliance

«  Operational excellance

«  Growth

«  Diveslilures and azsel retiremeant

Funding Tor the integration typically reduces with lime, so Il is imperative Tor lhe Susiainability Tunclion 1o
establish EHS/ESG scope and ambltion in the new entity; secure funding for long term integration and
Improvemeant; ensure EHS |5 a priority In eritical supporl areas - IT, HR, Leoal, and, sal realislic
performance expactations,

Flg. 5 Sustainabily Maturiy: from complanss i Velue Creation

Evolving Advanced Leader

Value
Creation
Gap
Road to compliance Value creation through
—> EHS performance
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The journey to a sustainable business:
Navigating the road ahead

From our axperience working with clients, we see
five stages of sustainability for an organization

1. The Compliance Metars

The companles and/or key individuals that fit inte
our Compliance Meter segment are squarely
focused on meeting the regulatory requirements.
Sitting at the foof of our maturty curve, these
organizations demonstrale a strong foous on
managing regulatory risks by following best
practice reporting and disclosure requirements.
This Is guite a defensive approach. In the masl
part their strategy is driven by EHS professionals.
In terms of their remit the Compliance Meeting
companies are more confident than any other of
our five segments hat their sustainability and
commarcial goals are aligned.

The Radvtaimesinty Mahoiy Deres

Franges by

2. The Stakeholder Pleasers

MNext on the maturity curve are the Stakeholder
Pleasers. While the Complianoe Meters
approach sustainabllity from a regulatory and
internal compliance point of view, the Stakeholder
Pleasing arganizations (whose strategy is led
primarily by sustainability professionals) are
heavily influenced by extemal communities. Yet,
despite this optimism and enthusiasm the
Stakeholder Pleaser strategy deesn't appear fo
be having a concrete effect on  making
sustainability a growth driver for the entire
business. In many ways it is quite reactive. This
graup were the leas! likely to see a need to make
the sustainability team more commercially
literate. In addition just a third believe the finance
team is stepping up o the plate. This disconnect
between suslainability and finance can cause
Intemal divisions and hamper the development of
a husiness-ceniric sustainability strategy.

Three-guarters of the Slakeheolder Pleasers
segment feel a lension between differsnt tsams.
This can also create a dangerous dissonance
between whal is said to the oulside world and
what happens in practice. This desire to promoia
sustainability before It has been integrated inio
the daily workings of the business can creals
stakeholder distrust with investors, customers and
employses alike,

3. The Risk Proofers

Midway along the maturity curve sits a seagment
we call the Risk Proofers, representing. They
aglready understand the Importance for the entire
business of mitigating the effects of climate
change and other externalities In order to make
savings today and reduce potential future costs.
This seagment also feels Investor pressure.

Already, the Risk Preoofers are iaking material
steps to systematically assess and address the
long-term impact of climate change on their
operations and for their Investors. They are mosi
likely to have integrated reporting intemally, to
have Integraled business planning and to be
investing in technology lo achieve the corporate
suslainability agenda., And lhey are being
proactive by already planning o buy or sell
company assets impacted by eritical suslainability
iszues by 2020,

The companies in this segment have a stratagy
that views the business both through financial and
non-financial lanses.

Mevertheless, this fairly siricl focus on mitigating
risk may be hindering the adoption of a maore
sxpansive strategy that benefits the entire
organization.
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The journey to a sustainable business:
Navigating the road ahead

4. The Growth Seckers

There comas a time In the sustainabllity Journey
when the executlve board — often led directly by
the CEQ — realizes thal lhe real opportunities in
sustainable business lie not Jusl in mitigating risk
but in realizing business growth.

Contrast this with the first thres groups that
sometimes strugale to integrate with leadership
and strategy. Here sustainabliity is deeply
embedded in business planning and in the remit of
operations and procuremeant. The Growth Seekers
see themselves as both early adopters and
industry leaders in the pursuil of sustainable
business opportunities but it's clear thal business
imperalive drives heir decision-making. However,
BvVEn a5 companies in this segment look to drive
sustainable business growth, they will need Io
demonsirale Environmental, Social and
Govarnance (E3G), experlise and robust reporting
if they are going to convince investors and other
stakeholders of its strategic value.

5. The Vanguards

Could It be that the pursuit of quick profit isn't the
only measure of corporate suceess? Just a few
years ago that point of view would have been seen
as heresy In the Milton Friedman-schooled board
rooms of mosl major companies. Mol any more.
There seems a real mood of change in business
towards an admission lhal crealing long-term
gocial value is as important as delivering short-
term shareholder refurns. I's a schoal of thought
first championed by CEOs like Paul Polman
(recently retired from Unilever] and now given
fresh impeius by lhe likes of Blackrock's Larry
Fink. This last segment on our sustainability
malurity curve embodies many of the principles
underpinning whal has become known as long-
term capilaliam. The 18% of surveyed companies
represented by the Vanguard segment are
motivated by both intemal and exlernal drivers —
they understand the iImportance that sustainability
now plays in the lives of invesiors, customers,
employees and regulators. They also know that
fresh reporting and measurement frameworks can
help their decision-making.

How to move up the maturity curve?

We have sketched out five levels of sustainability
maturity currently exhibited by organizations based
on our survey findings: Yel, even though we've
identified clear differences in the levels of maturity,
we acknowledge tha!l different companies can only
progress at a pace that is in the best interests of the
business as a whole. That will depend very much on
their size, their model, their culture and the type of
sector they operate in. This ofien gets focused on the
business imperalives of growth, risk management
and relurn on capital. However as the survey findings
make clear, as organizalions progress up the
malturity curve they wil need to improve thelr
proficiency in four key areas.

A. Leadership, strategy and culture

In the short history of suslainable business we have
seen thal real progress is only achieved when the
entire organization buys into the wvalue of
sustainability — both for the business and areater
society. Invariably, instilling 2 culture of sustainability
is easier when employees see that senior leadership
embraces that vision — rather than bseing preached by
the functional team alone. For companies lo realize
the oppertunities, the CEO and executive team must
play a central role. This will help shape the strategy
and mold the culture where sustainability, finance,
operations, marketing and communications all work
towards the same business-driven goals that reward
investors, empioyees and greater soaciety.

B. Betier data equals greater knowledge and insight

Of course, rousing words from the CEOQ aren't going
to embed sustainzbility throughout an organization.
What differant functions need is informalion thal
gllows them o understand the business opporiunity
in a way that is relevanl lo lheir role. That involves
shaping data analysis and insight in new ways by
freeing relevant data that mighl be siloed in different
depariments — ofien because no-one ever thought i
might be relevant to the business as a whole,

Onece organizations have a fuller picture of the
business implications of issues like climate-related
risk and the opportunities of new products and
services they can lake the necessary actions like
investing in technology and buying and =elling azseis,
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The journey to a sustainable business:
Navigating the road ahead

C. Measurement and reporting capabilities

Armed with decision-useful data, organizations
can starl evaluating exaclly how Issues [ike
climate risk and rescurce scarcity are impacting
the bottom line while also planning new growth
sirategies However,  providing accurate
projections for internal stakeholders as well as
invesiors requires measurement and reporting
capabiiities that encapsulale everything malterial

to the business. In our survey, while 49% of

respondents had either started using the UN
SDGs or planned to do so In the next two years,
Until companies learn how to measure and report
on lhe lotal impact and value of their operalions
they'll struggle to execula on sustainable
business strategy and answer many of the
guastions posed by investors.

D. Partnering for insight

The final area of polental improvement lies in
parinering and looking outside of the business for
insight. Most organizations  that  have
damonsirated sustainable business success n
recent years haven't done [t alone. They've
realized they are part of a system that needs
changing and that expertise can be sought from a
range of external partners — whether competitors,
NGOs, government or third-party experts. Nearly
60% of our respondents |dentified finding the right
exlernal advisars who dellver business value a
problem on some level to the business — ranging
from a minor concern 1o one thal Is critical. For
many companles, looking externally for solufions
can be hard but In this new era collaboration is
king

What should | do right now?

Il youra a CEDQ, or a leader addressing your
organization's  sustainability challenge, what
should you be doing now?

1. Figure oul whera your organization is on lhe
maturity curve, using verillable data, nol |ust
opinlon. Be honest about Corporate Sustainability
Dissonance — how blg Is the gap betwesn what

you say you are doing and what Is really
happening on the ground? This can Impacl
everything from cuslomer and employee

attractivenass and retentlon, to longer term brand
Issues.

2. Fully understand and have a plan to milipate
the major risks to your firm — depending where
you are on the maturity curve and your appetite
and abllity to move up .

3. Conversely, understand the polential benefits
for your crganlzation in selzing the opportunities
of moving up the curve particulary in terms of
competiiive advantage In areas such as
oparational excellence, business integrity, and
access to markel and capital.

4. Ask your Investors and policy makers whal
they want in terms of disclosure now and what
should you starl addressing lo fulfil future
requirements.

5. Bulld a plan for the programmatic change
required as sustainabllity moves up the corporate
agenda. Al the very least, you will likely have to
mirrar, or surpass, your competitors to malntain
your position In the market.

Download the Tull report here
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Shaping a sustainable future with the world’s leading organizations

For nearly 50 years, we have been working with clients around the
world and in diverse industry sectors to help them to understand
and manage their environmental, health, safety, risk and social
impacts.

ERM has had a presence in India since 1995 and today s the leading pravider of environmental, health
& safety, risk and social consulting services in the Indian market. With over 170 full ime staff working

out of offices in New Delhlf Gurgaon, Mumbai, Ahmedabad, Bengaluru and Kolkata, ERM has
unparalleled capacity and reach in lhe reglon.
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About ERM WWW.erm, com

ERM is uniguely qualified in the Indian and South Asian region fo provide advice and assistance for all
phases of a company's evolution. Whether it is reducing risk and liability exposure associated with a
transaction, improving environmental, health and safety perfiormance of an operalional asset, or
mitigating social, community and repulational risks for a major capital project, we can leverage our local
and global networks io sssembie the best team to meet your needs. ERM's regulatory advisory
experience in India also includes the framing of new environmental and sustainable development
pelicies and legislation. Inaddition to being S0 8001 certified, ERM has an accreditation from NABET/
QAC| (Gowvernment of India) as an Environmental Impact Assessment (ElA) Consultant for project
requiring Environmental Clearance from Ministry of Environment and Forests (MoEF) or State ElA
Authorities (SEIAAs) for key industrial and infrastructure sector projects.

ERM is alzso the only firm in India providing lurnkey contaminated site management services, inciuding
groundwater remediation, Brownfield redevelopment services, soil and groundwater contamination
assessments, building decontamination and specialist demolition and decommissioning services.

Services

ERM services support our clients’ environmental, health, safety (EHS) and sustainability needs across
the entire lifecycle of the business.

Corporate Mergers & Capital Project Low Carbon Operational
Sustalnability & Acquisitions Delivery Economy Performance
Climate Change Transition (LCET)

EHS Managament Liakility Portfolio Safety Digital Product
& Compliance MAnagement & Services Services Stewardship
Remediation

Contact Us
g~ Shivananda Shetty Jaydeep Sathaye
| ¢ Partner Partner
/ 2 Asia Pacific Asla Pacific

Shivananda. Shaity@emm.com Jaydeen Sathave@@arm com
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