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ABSTRACT:

This paper summarized several studies on the level of readiness for Environmental - Social -

Governance (ESG) implementation in government organizations, enterprises, and the awareness

of investors and consumers in Vietnam. Some indicators for measuring and evaluating the level

of ESG practice in Vietnam were also discussed. In addition, the paper explored the current ESG

implementation of Vietnamese businesses and pointed out the barriers and challenges to

expanding ESG activities in Vietnam.
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1. The readiness to implement ESG in
Vietnam

ESG is an English term that stands for
Environmental - Social - Governance, which is a set
of standards for environmental, social, and
corporate governance in the process of operating a
company. ESG serves as a guide and helps the
stakeholders to have a deep understanding of how
businesses manage risks and opportunities in these
three aspects.

In 2022, PwC Vietnam’s audit and assurance
services conducted investigations and research,
ultimately published the “ESG Readiness in
Vietnam 2022 Report”

ESG in the government apparatus: ESG has
received widespread attention in Vietnam in recent
years. This is largely due to the efforts of the
Government of Vietnam to promote the
implementation of ESG-related practices along
with the rising demand of investors for sustainable
investments. At the 2021 United Nations Climate
Change Summit (COP26), Vietnam left an
impressive mark when Prime Minister Pham Minh
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Chinh announced a series of commitments on
climate change responses.

Image 1 describes the efforts of the Government
of Vietnam covering all three aspects of ESG. By
pioneering the development of relevant policies
and regulations, the Government of Vietnam can
encourage businesses to play a greater role in
achieving national commitments concerning ESG
targets.

Regarding the ESG reports, on 16/11/2020, the
Minister of Finance issued Circular No.
96/2020/TT-BTC walkthrough on the disclosure
of information on the stock market, which
stipulates certain requirements about reporting
ESG for public and listed companies on
Vietnam’s securities market. In particular, public
and listed companies in Vietnam are required to
publish their annual ESG report, which includes
greenhouse gas emissions, resource
management, energy consumption, water
consumption, compliance with environmental
protection laws, employees-related policies,
responsibilities to local communities, reports that
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Image I: Vietnam’s commitment to tackle climate change
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Image 2: Vietnam on its way fo implementing ESG
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concerns the green capital market activities in
accordance to the instructions of the State
Securities Commission.

ESG in businesses: While ESG
may be an overreaching problem
overall, businesses are still seeing
the importance of ESG. This is
demonstrated by the fact that
businesses in Vietnam are ready to
take the next steps in line with ESG
orientation. The level of
commitment of Vietnamese
enterprises to ESG practice now is
quite high, with 80% of surveyed
businesses stating that they have
plans for accomplishing ESG or are
planning to do so within the next 2-4
years and 66% of enterprises are
currently implementing ESG
programs (PwC Vietnam, 2022).

Furthermore, n Vietnam,
businesses are prioritizing
Governance (G) over Environment
(E) and Social (S). According to a
PwC 2022 survey, 62% of businesses
ranked Governance as the top
priority in their program.
Meanwhile, environmental and
social factors ranked lower at 22%
and 16% respectively. However,
according to MSCI (Morgan Stanley
Capital International — a financial
services organization that measures
and publishes ESG ratings to the
public), although Governance in
ESG has a greater impact on the
performance of businesses in the
short term (one year), data analyzed
over a 13-year period shows that
over the long term, the overall ESG
rating of all three aspects, which is

Environment, Social, and
Governance, was better than any
individual indicator.

ESG in investors and
consumers: The common need

between consumers, employees, and investors is
the driving force that helps companies step up
efforts to address and resolve ESG-related issues
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Image 3: Survey'’s results on ESG implementation

in Vietlnamese enterprises
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sectors. The CSI indicators were
launched in 2016 and underwent 6
years of implementation, has
been adjusted to assess the level
of sustainable development of
enterprises more accurately. The
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in their businesses. 88% of investors believe that
companies focusing on ESG initiatives will
provide better long-term profitability
opportunities. 82% of PwC survey respondents
from varied industries choose brand image and
reputation to be the top reasons why businesses
pursue ESG, and maintaining competitiveness is
the second reason (68%).

2. Indicators for measuring and evaluating
the level of ESG practice of Vietnamese
enterprises:

Vietnam Sustainability Index: In Vietnam, the
Vietnam Sustainability Index (VNSI) was launched
in July 2017, with the HCMC Stock Exchange
(HOSE) in collaboration with the German
International Cooperation Organization (GIZ) and
the State Securities Commission conducted
research and implementation. VNSI includes the
top 20 companies selected from the VN100 index
with the highest sustainable scores listed on HOSE,
evaluated based on 3 aspects Environment (E),
Social (S), and Governance (G).

The objectives of the VNSI index are to:

® Highlight the best measures for sustainable
development currently executed among public
companies in Vietnam;

® Intensify the promotion of sustainable
development implemented by listed companies;

® Create investment products in the market.

Corporate Sustainability ~ Index (CIS):
Established annually by the Vietnam Business
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development performance index;
Environmental index; and Labor-
Social index. The most impressive hallmark of CSI
2021 is the decentralization of the indicators into 3
levels for different business sizes.

ISO Standard 26000:
standard set that includes guidelines on corporate
social responsibility with employees, issued by the
International Standards Organization (ISO). The
standard can be applied to all kinds of
organizations, types, and sectors. For businesses
starting to practice social responsibility, ISO26000
is used as a brief document on social responsibility.
For businesses that have experience in
implementation,  obtaining  the  1S0O26000
certification is important to improve existing
operations and integrate social responsibility into
the organization more effectively.

International Standards Organization (ISO),
GRI, and SDG are the 3 most applied sustainability
reporting standards and frameworks in Vietnam,
with application rates of 54%, 50%, and 32%
respectively (PwC Vietnam, 2023).

3. Some Vietnamese businesses that have
been adopting ESG standards

On 18/7/2022, the HCMC Stock Exchange
announced 20 businesses selected from the VN100
index (including the 100 largest listed companies in
the Vietnamese stock market) and evaluated

Comprehensively in three aspects of ESG
criteria: Environment, Social and Governance.

Vietnam Dairy Joint Stock Company
(Vinamilk):

is an international
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Image 4: Vinamilk’s ESG scores
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Picture 5: Vinamilk promotes green energy

enterprises, maintaining continuously for 6
consecutive years as a unit in the Top 10
sustainable development enterprises of
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Vietnam in the field of production. Since
2012, this company has published annual
sustainability report, which transparently
presents the ESG standards adopted by the
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company and measures results following the
United Nations Sustainable Development
Goals (SDGs) model.

+ Environment: Vinamilk is in the process of
stepping up the use of green energy sources such as
CNG, Biomass, as well as expanding, and installing
solar energy systems at factories and farms. In
2022, 86,8% of green, clean energy/ fuel energy
was used in production at the Vinamilk factories.

Source: Vinamilk Sustainable Development Report 2022

(Vinamilk, 2022). In addition, the waste
management process is also promoted and
interested by Vinamilk.

+ Social: Vinamilk has contributed to the
national economic development with VND 4415
billion contributed to the State Budget, among the
top 12 businesses largest income tax paying
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Picture 6: Vinamilk focuses on wafse management
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enterprises in  Vietnam in 2021
(Vinamilk, 2022). Moreover, the
company is also a unit that has several
programs to help the local communities,
enhance nutrition for children on a large
scale, implemented in the long term, such
as the Stand Tall Milk Fund, School Milk
Program, and other projects like Central
flood support, Assisting poor patients
with heart surgery, etc.

+ Governance: to ensure
professionalism, objectivity, and
independence in the evaluation of
management processes, the company
establishes a model of three lines of
defense. Thus, some of the following
risks are controlled and managed:
product quality, environmental
responsibility, climate change, regulatory
compliance, health, worker safety, etc.

Source: Vinamilk Sustainable Development Report 2022

Image 7: Vinamilk and long-term community programs
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Company is the only sugar cane enterprise five
years in a row to be named in the Top 20

Thanh Thanh Cong - Bien Hoa Joint Stock  sustainable development enterprises of Vietnam.
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Image 8: Vinamilk and the 3 lines risk-management system
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The company has made the transition to an organic
farming model and optimized the value of
sugarcane while making the most of the waste by-
products in the production process.

Masan Group (active in manufacturing - trading
consumer goods and retail: is a typical model in the
application of ESG. The Group has carried out
many activities in terms of sustainable
development focusing on building
wastewater treatment systems at factories in Binh
Duong, Nghe An, and Hai Duong. The quality of
wastewater treatment output of these plants meets
the A-class standard, the highest standard in
Vietnam. In the retail sector, Masan Group
replaces nylon by using 100% biodegradable bags
in the WinMart and WinMart+ chains.

VinFast emphasizes electric cars, which help
minimize emissions to the environment. In 2022, the

such as

company was listed in the Top 10 automakers with
the highest ESG rating in the world. Especially in the
low potential risk category, VinFast has ranked
highest compared to other pure electric companies.

4. Barriers to ESG implementation at
Vietnamese businesses

However, there still exist some difficulties and
challenges that hinder the practice of ESG in
Vietnamese businesses. Of the remaining 20% of
businesses that have not committed to ESG, the
majority are small and medium-sized enterprises
(SMEs), defined in Vietnam as having less than 200
employees.

The main reason comes from the lack of
knowledge that companies (mainly SMEs in PwC's
survey group) have not yet made plans to
implement any commitments related to ESG. In
addition, the fact that there are many sets of
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Image 9: Survey results on factors that hinder businesses from committing fo ESG
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standards including different criteria issued by a
number of organizations to evaluate and rank
sustainable development for businesses also
creates certain difficulties for businesses to select
and apply (e.g.VNSI, CSI, ISO26000, etc.)

Second, financial ability. Evaluation and
publication of ESG reports for public enterprises
issuing listed securities at stock exchange centers
according to regulations will have to be done
annually. Furthermore, to effectively implement an
ESG program, it is necessary to regularly monitor
and evaluate performance indicators to determine
the business's position on the ESG chart. For
businesses with limited resources in finance,
technology, etc., the development strategy and
ESG plan will face many difficulties in satisfying
all criteria at the same time. Therefore, up to now,
only a few large-scale Vietnamese enterprises and
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Source PwC Vietnam 2022

public enterprises issuing listed securities at stock
exchange centers have implemented the ESG
program.

Third, 46% of businesses said that company size
is also an obstacle in practicing ESG; Finally, 28%
of businesses believe they lack transparent
information to implement ESG.

In addition, companies in Vietnam are lagging
global companies in ensuring the independence of
ESG reporting. Ensuring independence in ESG
reporting will help businesses build trust.
According to the July 2022 Global Sustainability
Standards Study, half of global businesses (58%)
have ensured the independence of ESG
information. On the other hand, in Vietnam, only
36% of businesses confirm that their ESG reports
are reviewed and verified by independent external
partners B
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TOM TAT:

Bai vi€t nay trinh bay k&t qua ctia mdt s6 nghién citu vé mic d6 sin sang thuc hainh ESG (Moi
truong - Xa hdi - Qudn tri) tai cdc ¢ quan chinh phi, doanh nghiép, cling nhu nhén thirc cia nha
dau tr va ngudi tiéu ding tai Viét Nam vé van dé nay. Bai viét cling dua ra cdc thdo ludn vé
mot s6 chi s& do ludng, ddnh gid mic do thuc hanh ESG clia cdc doanh nghiép Viét Nam hién
nay. POng thdi, bai viét chi ra nhitng rao can, thach thitc ddi vdi viéc ting cudng thuc hanh ESG
tai Viét Nam.

T khod: thuc hanh ESG, chi s6 ESG, Viét Nam.
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