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This Session

• Why SRI issues are 
important to investment in 
Asia

• How to assess these risks 
– an auditor’s viewpoint



Ethical Screening

Location: South Africa, Myanmar etc.

Activities: Nuclear, tobacco etc.
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e.g. Climate Change Impact
e.g. EHS Risk Management

e.g. Worker’s Rights

Screening via Assessment of Quality of 

Management of Social & Environmental Issues 

Positive & Negative Screening



Environmental, Health, Safety, Social

Indicators ARE used extensively by 

leading companies to gauge 

business risk and performance, 

increasingly in Asia



Alcoa: Worker Health & Safety 



A very, very large and acquisitive US industrial:

Merger & Acquisition Due Diligence

EHS Check comes first



There are many examples of companies

being damaged due to careless management

of social, environmental and H&S issues



Asia Pulp and Paper, ongoing –

Asia’s largest bankruptcy



Snow Brand, 2001 –

Collapse of one of Japan’s largest food companies



Plus many “time bombs” in the form of

contaminated land, esp. in Japan, Korea, China
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So how can an SRI analyst accurately assess 

EHS &S issues, by company, globally and locally?



Need to assess the quality of the top 

management on EHS&S issues
• Awareness of the 

details/trends of the EHSS 
risks, global issues

• Existence of robust EHSS 
risk management systems

• Top level support for and 
interaction with these 
systems/tools



So how to focus the assessment?

• Questionnaires/desk 
research

• Management interviews with 
pre-researched, specific 
questions

• General risk ranking based 
on results

• Interaction with the 
company?



Risk Indicator - Paper Sector, Japan

Financial
Impact

Reputation
Impact

Regulatory
Impact

Market
Impact

1 1 2 1

1=material impact, 2=significant impact 3=minor impactHazard Classes

Environment
Climate Change 3 3 3 3
Air Emissions 2 2 1 3
Water Emissions 3 2 1 3
Solid Waste Management 3 3 2 3
Land Contamination 2 3 2 3
etc.

Worker Safety

Chemicals Management 3 2 3 1
Fire Safety 3 3 3 3
Worker Insurance 3 3 3 3
etc.

Social Issues
Supplier Management

etc.

Start with a simple risk indicator tool



Risks – Asia vs. the West

• In West (esp. US) EHS & S Regulatory 
framework is strong, risks are real

• In Asia, reputation and market risks are 
more important for EHS &S issues 
(e.g. loss of customers)



Focus the top management 

interview on high risk issues......

Response
Score

Environmental
Emissions

Please describe your use of chemicals in the paper bleaching

Supplier
Management

Describe your supply chain management system

What level of suppliers does this cover in terms of geographic
coverage, product coverage
How do you ensure your supply chain does not contain illegal

How do you consider worker health and safety in your supply chain?

Product
Transport and
Storage

Describe your method of transporting and storing your products,
and precautions taken

Hazard Classes

Product and Plant Safety Risk Assessor - Japan, Paper



More detailed investigation or engagement 

on risks material to the share price



Summary

• Social, EHS issues are significant to 
the share price,  & investment risk 
in Asia, depending on issue

• Analysing real risks requires local 
knowledge, social/EHS 
understanding, detective skills.

• Can add real value to mainstream 
investment industry, and progress 
the SRI agenda


