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Park, Hwan-Pyo The adoption of Environmental, Social, and Governance(ESG) practices in domestic construction firms
Tel : 82-31-910-0015 is predominantly driven by major corporations. These companies not only publish reports on their ESG
E-mail : hppark@kict.re.kr management but also engage in a meticulous process of identifying key issues and setting priorities.

This process entails an in-depth evaluation of the severity of various issues and the gathering of
insights from experts in the field. Interestingly, a comparative analysis of ESG assessments for

Received : July 19, 2023 construction companies, both domestically and internationally, reveals significant discrepancies in

Revised :October 6,2023 outcomes. These differences stem from the varied evaluation methodologies and criteria employed by

Accepted : November 4, 2023  different assessing bodies. Addressing this gap, our study proposes a suite of strategies aimed at
bolstering ESG management within the construction sector. We advocate for enhanced policy support
and financial backing, especially targeting small and medium-sized enterprises(SMEs) to facilitate
their engagement in ESG practices. A critical step forward involves the standardization and transparent
disclosure of ESG evaluation criteria, tailored to reflect the unique aspects of the construction industry.
Moreover, the standardization and publication of ESG assessments for subcontractors are essential,
equipping them with the necessary tools for effective ESG management and evaluation. Given the
global nature of construction projects, particularly those commissioned by the European Union in
regions like Africa and East Asia, adherence to ESG standards is imperative. Our long-term vision
includes the development of a comprehensive database detailing ESG regulations and their impacts,
segmented by region and country. This repository will serve as a valuable resource for companies
venturing into international construction projects.
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Table 1. Comparative analysis of construction ESG studies in Korea and abroad

Sortation Researcher Research contents

Based on the K-ESG provided by the government, guidelines are presented for the
development of ESG indicators tailored to construction companies through an analysis of the
importance of the construction industry. Additionally, the paper suggests the direction for ESG
management within construction companies.

Choi EJ(2022)

To enhance the ESG capabilities of construction industry partner companies, deriving ESG
evaluation indicators tailored to the characteristics of the construction industry is proposed.
Furthermore, the paper suggests the utilization of these indicators through a pilot evaluation,
aiming to enhance the ESG performance of collaborative companies in the construction sector.

Han SH(2022)

Proposing an ESG indicator framework for the construction industry and developing a set of

Lee NG(2022 . . . . -
( ) indicators that can provide benchmarks to attain international competitiveness.

The analysis focuses on the primary evaluation criteria and the assessment of their significance
Lee YH(2022) for the ESG(Environmental, Social, Governance) management of domestic Construction
Korea Management(CM) companies in terms of environment, society, and governance.

Based on the sustainability reports of the top 5 construction companies in South Korea,
conducting a big data analysis to analyze the key characteristics and insights of the trends. The
paper aims to present future management directions and strategies for construction companies
based on this analysis.

Kim JW, Kim HS(2019)

The paper analyzes the current status of sustainable management initiatives in domestic
construction companies by utilizing quantitative data and examining key case studies of major
construction companies. It aims to provide directions for the development of sustainable
management and guidelines based on this analysis.

Lee HI(2020)

The analysis derives international standards and initiatives that demand corporate social
responsibility activities and disclosure of ESG(Environmental, Social, Governance)
performance information. It further examines the ESG activities and performance levels of
construction companies.

Lee YS, Moon H, Lee TS(2021)

To incentivize ESG(Environmental, Social, Governance) performance in construction
Zhao R, Wang J, Xue F(2023) companies, the paper proposes a blockchain-based token economy model and transparency
measures. [t also suggests corporate incentive mechanisms for enhancing ESG performance.

It is proposed that the significance of corporate social responsibility and ethics is increasing in

Petrovic-Lazarevic S(2004) the construction industry

The ESG framework of the construction industry has been analyzed, and it is proposed that
environmental aspects such as carbon emissions reduction, eco-friendly construction,
sustainable materials, and construction methods are crucial. Additionally, the social and
governance aspects are also deemed highly important.

Wang J, Xue F(2023)

Foreign
Through a Transformation Framework for the future strategies of the construction industry and

World Economic Forum(2016) . . .
construction companies, 30 strategies are proposed.

McKinsey Global Institute Focusing on improving productivity in the construction industry and construction companies,
(2017) future response strategies are proposed.

Based on data from 56 major ESG assessment agencies including MSCI, an investigation into
the differences in Environmental, Social, and Governance(ESG) ratings was conducted. The
analysis indicates that ESG assessment agencies have varying evaluation criteria, measure the
same criteria differently, and have different weights assigned to them. Therefore, it is
concluded that there is a low correlation among assessment agencies.

Berg Florian, Julian F, Koelbel,
Roberto Rigobon(2022)
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TCFD(Task Force on Climate-related Financial Disclosures), SASB(Sustainability Accounting Standards Board) 2] 2] 35
Hrgste] A&7 s G R IAE W3stal Qlck
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ol thd A THe = A= o). 281 35 B SHolA sPYAA S ESG B7he 12 F=eibe T4
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SHL Qlet. 55| ESG A3 S4& Flet thet A 2E sl Walstal Qlrt. Eot e A5E vle, AEEE, At

244 9 A2 A2 g of) A et oJ @S IR Qe 20210 5 E AN A2 AlA| hAuiE 0] 39%F 214
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(E) Environmental, (S) Social, {G) Governance

= (E) Resource
% management
(8) Health & safety
(E) Efficiencies
(E) Product
innovation
g g
] (E) Physical risks
> £
3 (S) Clients and
2 supply chain
B
a% (S) Labour
mensgement
(G) Stakeholder (G) Corporate structure
management and complexity
g
(G) Clarity & (S) Regulatory &
transparency reputational risks
Low Medium High
i i and fi ial impact

Figure 2. Priority of ESG factors in European construction and building materials industry
*Data : ESG considerations for the credit ratings of construction and construction-materials corporates, 2022.12
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Table 2. Yearly tracking of companies undergoing ESG evaluation in the construction sector

Industry 2018 2019 2020 2021 2022
No. of construction companies(a) 36 37 33 39 45
No. of all companies(b) 971 1,007 999 1,143 1,242
Percent(a/b) 3.7 3.7 33 34 3.6

*Data : Sustinvest

| 51970201813 ~2022') 21719 9] ESGE7F A Batgh 015 HH, 1005 TolA] 68.95 ~74.67 0= A&
Hog Z7 } ZA| o] th(Figure 3). £5] AHESG B7Hd4E BE A9jEoko] ESG B7HATH b 7.1 ~10.58 02 o &
18]. o]=|gt H7HATH= H T A GAI ) ESG F3lo] 7 19< %“ o2 FasliF7] UHEOIE}.
3], ZJ 597 P(2018L4 ~2022'9) 714714 o] S Ab2], AJull-E0] 7t ol A NME B, S oot AFelof
O W7V A= ARt Wi o] At 20] W M= 7 A= ek itk Figure 4).

20228 7AHR2oF 7| A2 ESG B7HE EUl 2 77 5508 FHEsto] AERt At A A2 oke] °F 17.8%7 £
1 AASEE A5, ASHT BBSH-2 22 5 28.9%E AFA]okith(Figure 5). 12|11 E5g-4 2HAIE 7]

Joltt. A2 o2 7Rk ESG 532 d$lol gt 2 & 5= 2l

U 9] ESG B717| o] Wr5g-S BAS B, AAEHAE, KCGS, U2, MSCIE 530 2 753517 gLt Hh

3fl, S&P= A2 F7Fskal QItk(Table 3).

74.3 74.2 74.6
71.6
68.9 66.2 67.6
61.8 I 60.6 I 63.8 I I I I I

2018 2019 2020 2021 2022

80.0

60.0
50.0
40.0
30.0
20.0
10.0

B All companies B Construction companies

Figure 3. Trend analysis of ESG evaluation outcomes
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Figure 4. Sector-specific ESG evaluation trends in construction
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Figure 5. Distribution of ESG ratings in the construction sector for 2022 (in percentage)

Table 3. Comparative ratings by domestic and international ESG agencies
Evaluation agency Evaluation grade
Sustinvest AA, A,BB,B,C,D,E
KCGS S, A+, A, B+ B,C,D
Moody’s Advanced(more than 60 points), Robust(50-59 points), Limited(30-49 points), Weak(29 points or less)
S&P 100-0
MSCI AAA, AA, A, BBB, BB, B, CCC
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S 21394519] ESG B7FE7RE B, 2 ESG 8717 2he] 97k el ket 97 Fsto] 1 @it Aol Aol ek, £3)
ESG 7H5-2 5 71712 2 Aol U] £ 1 9lek Table 4). w2bA] 21407191501 ESG 71712l o el e}
ESG %7237} Aol ] whizel 43202 g3 Bt gl

Table 4. Cross-comparison of ESG assessment among construction companies by different evaluation

Construction company Size of asset Sustinvest ~ KCGS MSCI S&P Moody’s
Hyundai Engineering & Construction Co., Ltd more than 2 trillion won A A BBB 75 36
GS Engineering & Construction Co., Ltd more than 2 trillion won A A BBB 44 32
Hyundai Industrial Development Co., Ltd more than 2 trillion won BB C B 4 19
Daewoo Engineering & Construction Co., Ltd more than 2 trillion won A B+ B 30 37
Samsung Corporation more than 2 trillion won A A 75 39
SGC E-Tech Construction Co., Ltd more than 500 billion won BB B - - -
Kumho Engineering & Construction Co., Ltd more than 500 billion won BB C - 8 -
Dongbu Construction Co., Ltd more than 500 billion won BB C - - -
Shinsegae Engineering & Construction Co., Ltd ~ more than 500 billion won AA B+ A - -
DL Construction Co., Ltd more than 500 billion won A A - - -
IIsung Construction Co., Ltd less than 500 billion won BB D - - -

4.2 7AQ7|¥2| ESG iSyet

2 A= = 10t AHGAS] AHESG AL HE7F 10Q1(F8F oS =2 ESG H P9 3%,
ESG B7P7|3e] th-g, sFd GAI2 ESG 554 T, silAd ZA ESG 84157 Foll thote] AR XAl 2 1=
A7t HEZAPA T ofgjet 22 ZAES EEokal, o8¢k Altsllet. A, e A4S AAHESG A 9=
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