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Top risks that have worsened since the start of the COVID-19 pandemic
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 Erosion of social cohesion

 Employment and livelihood crises

 Climate action failure

 Severe mental health deterioration

 Extreme weather events

% of respondents
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Top ten risks perceived to become most severe in the next decade
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3.8

3.8

3.1

 Erosion of social cohesion

 Climate action failure

 Employment and livelihood crises

 Extreme weather events

 Human-made environmental damage

 Biodiversity loss and ecosystem collapse

 Natural resource crises

 Infectious diseases

 Debt crises in large economies

 Geoeconomic confrontation

% of respondents

Economic Environmental Geopolitical Societal Technological
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State of risk mitigation efforts categorized by area of risk
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 37%

 Artificial Intelligence

 Space Exploitation

 9%

 26%

 17%

 Migration and Refugees

 53%

 21%

 10%

 Cross-Border Cyberattacks and Misinformation

 59%

 Biodiversity Preservation

 Climate Change Mitigation

 Poverty Alleviation

 Basic Resource Security

 Weapons of Mass Destruction

 27% Financial System Stability

 10%

 Natural Disaster Relief  48%

 6%

 Trade Facilitation

 Human Health Crises

 10%

 9%

 International Crime
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 21%

 34%

 23% 59%
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 50% 10%

 67%

 49%

 39% 49%
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 Physical Conflict Resolution  5% 8%
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 57%
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 4% 43%

 9%

 11% 59% 4%

 12% 64% 22%
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 Effective Not Started  Established Early Development
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Concerns for the next two years of executives in advanced economies

IMF definitions for advanced economies and emerging markets are used.
Source: WEF EOS 2021, MMC analysis

Economic Environmental Geopolitical Societal Technological

Rank Risk

1 Climate action failure

2 Debt crises 

3 Prolonged economic stagnation

4 Asset bubble

5 Infectious diseases

6 Failure of cybersecurity measures

7 Extreme weather events

8 Geopolitization of strategic resources

9 Fracture of interstate relations

10 Employment and livelihood crises

Failure of cybersecurity measures

Extreme weather events

Climate action failure

Infectious diseases

Debt crises in large economies

Australia

2021 (69 responses)
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Headwinds and tailwinds 
Despite growing consensus on the need for a quicker climate transition, divergent interests and policy complexities will 
complicate action and hamper progress

Sociopolitical bifurcation
Countries that move faster will be able to consolidate their own national capabilities and clean tech industries; those that 
move more slowly will lack competitiveness in these domains. Global competition for resources could mean that emerging 
adaptation and mitigation solutions become largely dominated by a small number of countries

Discontinuities and disruptions
Rapid termination of carbon-intense industries could trigger economic volatility and increase societal and geopolitical 
tensions. Adopting low-carbon and more sustainable technologies too hastily, in a way that neglects systemic 
interdependencies, could lead to shortages and disrupt secondary economic cycles

Breakdowns in trust
Laggards as well as governments and businesses seen as complicit in, if not responsible for, climate change will suffer 
reputational damage and liability issues, leading to breakdowns in trust and the possibility of sanctions

Technological ripple effects
Untested net zero biotechnical and geoengineering technologies—such as weather modification or solar radiation 
management (SRM)—could spiral out of control or create friction if they are used for geopolitical advantage in the absence of 
any governance framework

A disorderly climate transition
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• Under each E S & G there are subcategories.

• Think of an ERM framework - comprises a 
number of categories and subcategories.

• ESG complements the ERM framework.

What is ESG?
• Environmental, Social and Governance 

(ESG) are a set of principles that companies 
and organisations are aiming to embrace 
both by choice and by requirement.

• The E, S and G categories refer to aspects 
of a business that reveal the foundational 
values of an organisation.

• How serious they are  about their 
environmental and social responsibility and 
working within a sound governance 
framework form the basis of ESG.

8
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Background
Direct link to the UN’s SDGs

• Climate Change and the United Nations efforts.

• 2015 developed the Sustainable Development Goals (SDGs).

• There is pressure to adopt more sustainable business practices.

• There is a shift around the world for social environmental and economic 
practices that are sustainable.

• The need to adopt more sustainable business practices is here and now.

• UN – corporate requirements (TCFD) and consumers feel 
the pressure.

• Influencing the pressure coming from employees consumers/ public 
perception and communities leading to effective ESG practices.

TCFD
The Task Force on Climate-Related Financial Disclosures was created in 
2015 by the Financial Stability Board (FSB) to develop consistent climate-
related financial risk disclosures for use by companies, banks, and 
investors in providing information to stakeholders

9
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Why is it important?

• Embedding ESG is increasingly a source of competitive advantage for the 
companies – shareholders, stakeholders, the market and insurers.  

• Reporting requirements already in place

• Doing business with companies will eventually impact on the Public Sector

• Public Sector should now consider the principles of ESG

• Consumer demand for companies and organisations to adopt a socially 
and environmentally responsible approach is constantly growing

• Employees are seeking to work for organisations with a good ESG profile

• It is driving product sourcing, design and packaging - the full life cycle 

• Local government relies on goods, resources and services from 
companies and will be impacted

SustainableSustainable

Environmentally friendlyEnvironmentally friendly

EthicalEthical

Animal freeAnimal free

Responsibly sourcedResponsibly sourced

Fair labourFair labour

Human rightsHuman rights

10
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Why is it important?

1 Capital 
Providers

ESG is linked to financial 
out-performance

Up to 5% out-performance by top quintile on 
material sustainability issues over bottom quintile 
over a 20-year period; Nervousness in D&O 
insurance around “event-driven” litigation against 
boards such as diversity, climate, and ESG.

2 Regulators Regulation on ESG 
topics is tightening

Over 1,800 climate-related laws and policies are 
already in place globally.

3 Customers
Customers are favouring 
companies with a good 
ESG story

76% of consumers would refuse to purchase a 
product if the company supported an issue 
contrary to their beliefs.

4 Employees
Good ESG helps win the 
competition for talent

16% higher productivity, with measurable impact 
on shareholder value.

5 Partners/ 
Suppliers

Businesses are requiring 
ESG adherence from 
vendors

Setting emissions standards for supply chain 
helped capture US$12.4 billion in savings for 
group of major companies.

Stakeholders are demanding transformational change; a view on ESG 
performance is critical.

ESG is a framework to map out an organisation’s 
impact on the world, and what it is doing about it

Incl. Insurers

G

S

E
Environmental captures climate 
change, energy efficiencies, carbon 
footprints, and other environmentally 
sensitive issues.

Social covers labour standards, 
wages and benefits, diversity, human 
rights, health and safety, supply chain, 
and other social justice issues.

Governance captures the governing 
of the “E” and the “S” categories plus 
corporate governance considerations.
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• You are already doing it!

• But to what extent?

• Do you know?

Why is it important to Local Government?

Local Government has a choice
• Wait: 

- Until the impact is felt 

- Directed to take action (legislation or stakeholder demand)

OR

• Take action now and lead the way

Good 
News!

12
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Looking at ESG through the lens of risk
If you don’t assess your ESG risk, someone else will

D&O Risk
As climate-related disclosures rise and shareholder activism continues, 
leadership teams are increasingly interested in the D&O implications of ESG.

Physical Risk & Supply Chain
The effects of climate change on the production and delivery of 
products can cause material disruptions to your supply chain.

Transition Risk
Customer expectations are evolving, causing shifts in markets and 
driving changes in company behavior throughout the value chain.

Insurability
The insurance sector is suffering from overexposure to environmentally 
unsustainable assets which may become stranded.
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 Deploy ESG Tool
 Validate responses
 Report

 Deploy ESG Tool
 Validate responses
 Report

 Materiality assessment
 Identify E, S and G elements
 Perform Gap Analysis

 Formulate Strategic goals
 Develop Strategic policy and 

Framework
 ERM integration

 Formulate Strategic goals
 Develop Strategic policy and 

Framework
 ERM integration

4. FRAMEWORK 
IMPLEMENTATION 

 Identify key Stakeholders
 Identify priority actions
 Develop Action Plan
 Key performance indicators

1. Reporting
2. Evaluation of Targets/ metrics
3. Risk management
4. Continuous Improvement

1. Reporting
2. Evaluation of Targets/ metrics
3. Risk management
4. Continuous Improvement

2. MATERIALITY 
ASSESSMENT

3.ESG FRAMEWORK

5. MONITORING REVIEW 
& REPORTING

1. DIAGNOSIS

ESG 
Resilience
Roadmap  
Risk managers, along with 

the Executive Level have
critical roles to play…



15

How the ESG 
Spotlight  Maturity 
Assessment Works
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ESG Questionnaire Core Themes

E
Environmental captures: 

• Climate change, 

• Energy efficiencies, 

• Carbon footprints, 

• Greenhouse gas emissions, 

• Deforestation, 

• Biodiversity, 

• Contaminated land,

• Material sourcing and efficiency

• Pollution mitigation, 

• Hazardous chemicals,

• Waste management, and 

• Water usage

S
Social captures: 

• Labour standards, 

• Wages and benefits, 

• Workplace and board diversity, 

• Racial justice, 

• Pay equity, 

• Human rights,  

• Modern slavery

• Talent management, 

• Community relations, 

• Privacy and data protection, 

• Health and safety,

• Supply chain, 

• And other social justice issues

G
Governance captures the 
Governing of the “E” and the “S” 
categories, plus corporate 
governance considerations, 
including: 

• Senior leadership 

• Composition and structure, 

• Strategic sustainability

• Oversight and compliance, 

• Executive compensation, and

• Enterprise risk management

The Environmental, 
Social and 
Governance (ESG) 
question set consists 
of 14 questions 
which together seek 
to assess the extent 
and quality of ESG 
at your organisation. 

Each category 
comprises several 
statements and 
contextual guidance 
in order to assist 
the conversation.
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ESG Spotlight Assessment Tool

01

03 02

04

Introductory Presentation & Client 
receives  link to the online Survey  
(can be shared with multiple 
respondents)

Survey

Client formally agrees 
to participate

Acceptance
Brief Report produced for 
Client with results and 
recommendations 
for improvement

Report

Interviews held with respondent 
group to verify/ clarify answers

Interviews
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ESG Spotlight Assessment - Qualtrics
https://marsh.az1.qualtrics.com/jfe/preview/SV_8kTidFVuDoFLCYu
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Question Sample

Leadership, Strategy 
and Governance

Insurance 
Understanding

Technical 
Components

Business 
Critical Risks
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Assessment Criteria
A consistent scoring scheme used to answer survey questions
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ESG Spotlight Assessment - Qualtrics
PDF Report
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ESG Spotlight Assessment and
Recommendations Report

Example
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Maturity Assessment
Executive Summary – Staff Survey Results

Module
Staff Survey Scores for Core Module Themes Commentary

(e.g., best practice, what we
see at other organisations)

Leadership, Strategy, 
Governance

Technical Components Insurance 
Alignment

Environment

Social

Governance

Measure and 
Reporting

Maturity Score

0 Not Applicable

1 Not in place

2 Poor

3 Moderate

4 Good

5 Excellent 
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Q&A / Open 
Discussion
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For more information, please contact:
Ellie Diaz AMBCI

Practice Leader – Resilience – Marsh Advisory
ellie.diaz@marsh.com 

+61 407 495 410

Thank you


