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Recently, as ESG management has become an important issue, major companies in the automotive parts manufacturing industry
are conducting ESG evaluations of their suppliers for the purpose of supply chain management. The results of these evaluations
are being incorporated into contractual agreements. However, many small and medium-sized enterprises(SMEs) are lacking in
their capacity and resources to effectively respond to ESG evaluations. Furthermore, existing ESG management guidelines do
not provide an industry-specific guidance, making it necessary to establish industry-specific guidelines that SMEs can refer to.
Therefore, in this study, the evaluation Indicators of ESG supply chain assessments are surveyed, which is conducted by domestic
major automotive parts companies and global automobile manufacturers. Then 56 supply chain ESG evaluation Indicators are
derived. Also, ESG management indicators for SMEs is analyzed through the Importance-Performance Analysis(IPA), based on

an interview of expert groups.

Therefore, this study could propose industry-specific ESG guidelines, based on the results of the derived indicators, which
reflects the need for SMEs to practice ESG management within certain boundaries.
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<Table 1> ESG Supply Chain Management Status
Company Target Status(2021)
A New business partners and key supply chain partners | - Self-assessment : 382 companies
(tier 1 and tier 2 suppliers) - On-site assessment :18 companies
. . - Self-assessment : 1,045 companies
B Total tier I suppliers - High-risk companies : 2 companies
C Key supply chain partners - Self-assessment : 321 companies
. . - Self-assessment : 52 companies
b Key tier 1 suppliers - On-site assessment : 44 companies
. . - Self-assessment : 123 companies
E Key tier 1 suppliers - On-site assessment : 20 companies
F Key supply chain partners - Self-assessment : 120 companies
G Key supply chain partners - Self-assessment : 32 companies
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<Table 2> K-ESG Guideline for Medium and Small Businesses

Area Indicatior

ESG Information Disclosure Method
ESG information disclosure cycle

Public
©) Scope of ESG information disclosure

ESG Information Disclosure Verification

Environmental Management Promotion System

Consumption of raw and subsidiary materials

Greenhouse Gas Emissions(Scopel & Scope2)
Verification of GHG Emissions

Energy consumption

Environmental

©®

Water consumption

Waste Discharge

Emissions of Air Pollutants

Emissions of water pollutants

Percentage of Full-time Workers

Guarantee of freedom of association

Percentage of female Workers

Women's Salary Ratio

Society
9

Employment rate of persons with disabilities

Health and Safety Promotion System

Occupational Accident Rate

Strategic Social Contribution

Member Volunteer Participation

ESG agenda presented within the board of directors

Attendance rate of all directors

Governance |Handling Board Agenda

©) Announcement of convocation of general meeting off
shareholders

Disclosure of Violations of the Code of Ethics
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<Table 3> Supply Chain Response K-ESG Guidelines

Indicatior
Environmental policy establishment

Area

Acquisition of environmental license

Raw material consumption

Energy usage

Environmental | Greenhouse Gas Emissions (Scopel&2)

(10)

Management of hazardous substances in products

Chemical Substance Management in Business Sites

Waste emissions

Air and Noise Management

Water and wastewater management

Participation in collective bargaining and assemblies

Prohibition of forced labor
No child labor

Compliance with working hours

Wage Calculation and Payment

Society
(11)

Acquisition of safety and health license

Working environment measurement

Safe use of equipment and machinery

Industrial accident rate

Emergency Response System

Fire safety management
Ethics Charter and Code of Conduct

Preventive measures for unethical behavior

Governance

4) Anti-competitive Behavior Prevention Measures

Public Interest Whistleblower Protection
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<Figure 1> The sequence of Research Methods
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{Table 4> Domestic Automobile Parts Manufacturers
(in Order of Market Capitalization)

Market : Disclosure of
Company Cap(gﬁlli'cz)?]t)'on Ratio Sustainability Report
A 1,909 38% Disclosure
B 446 9% Disclosure
C 384 8% Disclosure
D 199 4% Disclosure
E 137 3% Disclosure
F 132 3% Not Disclosure
G 110 2% Disclosure
Total 65%
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<Table 5> Automobile Manufacturers
(in order of Sales Volume)

I Production
Classgman Company volume Status
(Thousand)
JAPAN Toyota 1,483 Selection
EU Volkswagen 8,481 Selection
KOREA Hyundai 6,845 Selection
EU, JAPAN Renault-lesgn-Mltsu 6.157 Not.
bishi Selection
USA General Motors 5,939 Selection
EU Stellantis 5,839 Not
Selection
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<Table 6> Evaluation Indicators
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Classification

Indicators

Hazardous Substances

Other Pollution Prevention

No harm to land

Environmentally friendly production

Non-Discrimination

Non-Harassment

Human Rights

Diversity, Equity, and Inclusion

Wages and Benefits

Working Hours

Freedom of Association

Child Labor

Forced Labor

Business partner management

Responsible Material Procurement

Protection of Confidential Information&Privacy

Social Contribution

ESG Training&Communication

Hazardous Substances

Society

Safe and Sanitation Working Environment

(30)

Machine Safeguarding

Emergency Preparedness

Accident Management

Occupational Injury and Illness

Occupational Safety

Health - Sanitation Management

Physically Demanding Work

Use of security forces

Political Neutrality

Compliance with Labor laws

No support for armed groups

Usage of artificial intelligence

Counterfeit Parts prevention

Product Safety

Classification Indicators

Commitment to ESG

ESG performance management organization

Public

ESG Data Disclosure
)

ESG Data Management

ESG Performance feedback

Environmental Management System

Environmental Permits and Reporting

Reduction of Energy & Greenhouse Gas Emissions

Anti-Corruption/Anti-Bribery

Avoiding conflicts of interest

Compare competition

Export Controls and Economic Sanctions

Governance

Grievance Mechanisms and Non-Retaliation

(10)

Risk Assessment and Management

Legal Compliance for governance

Intellectual Property

Financial Responsibility

Stakeholder Engagement

Environ-mental |Reduction of Impact on Water Environment

(11)

Air Emissions

Waste management

Circular economy
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<Table 7> Expert Group

No Affiliation Career | Degree
| Ko'rea Marltlme and Ocean ” PhD
University
2 |Korean industrial field faculty 31 PhD
3 Indgstrlal Management Research 7 Master's
Institute
4 Indgstrlal Management Research 9 Master's
Institute
Biz Compass Technology .
> Management Institute 26 Master's
6 |Sky ESG Center 16 Bachelor's
7 | Global ESG Consulting Co., Ltd. 27 PhD
8 |Femto High Tech 9 Master's
9 |Jinwoo JIS 15 Master's
10 |Nemo Partners 6 PhD
1 International 23 Bachelor's
Green Company
Gyeongnam SME
12 Business Consulting 13 PhD
13 |Hyundai Motor 30 Bachelor's
14 |CTR 27 Master's
15 |Ministry of SMEs and Startups 8 Master's
16 |Ocean 14 PhD
17 |Biz Consulting 19 Bachelor's
18 | Entrepreneurship and Management 28 PhD
19 |Inno World Consulting 7 PhD
20 |Business Advisor's Office 9 Master's
21 |Dangun BIZ 15 Master's
22 |Femdo high tech 33 Master's
1. Please indicate the importance of ench indicator below for ESG management implementation in small and
medinm-sized enterprizes by assigning the comespomding nnmbers
% Consider higher sumbers as indicating higher importance
e Avemage =
_— . T Pt
1 2 i 4 5 &
3 ES0 Data Disclosure
<Figure 3> Part of Distributed Questionnaire
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<(Table 8> The IPA Analysis Results of the Evaluation

(S1) Non-Discrimination

(S4) Diversity, Equity, and Inclusion

(S5) Wages and Benefits

(S6) Working Hours

(S7) Freedom of Association

(S10) Business partner management

Society (S11) Responsible Material Procurement
(14) (S18) Emergency Preparedness

(S19) Accident Management

(S23) Physically Demanding Work

(S24) Use of security forces

(S25) Political Neutrality

(S27) No support for armed groups

(S28) Usage of artificial intelligence

(G2) Avoiding conflicts of interest
Governance(3) [(G4) Export Controls and Economic Sanctions
(GS5) Grievance Mechanisms and Non- Retaliation

Indicators
Quadrant 1
Public (P1) Commitment to ESG
(2) (P2) ESG performance management organization
(E2) Environmental Permits and Reporting
(E3) Reduction of Energy & Greenhouse Gas Emissions
. (E4) Reduction of Impact on Water Environment
Environmental . .
™) (E5) Air Emissions
(E6) waste management
(E8) Hazardous Substances
(E11) Environmentally friendly production
(S8) Child Labor
(S9) Forced Labor
(S12) Protection of Confidential Information &Privacy
(S14) ESG Training&Communication
(S15) Hazardous Substances
Society (S16) Safe and Sanitation Working Envir onment

(12) (S17) Machine Safeguarding

(S520) Occupational Injury and Illness
(S21) Occupational Safety

(S22) Health - Sanitation Management
(S26) Compliance with Labor laws
(S30) Product Safety

(G7) Legal Compliance for governance

Governance(2) | 6\ Financial Responsibility

Quadrant 2

(P3) ESG Data Disclosure

Public(2) (P4) ESG Data Manement

Environmental | (E1) Environmental Management System
(2) (E7) Circular economy

(G3) Compare competition
Governance(3) | (G6) Risk Assessment and Management
(G10) Stakeholder Engagement

Quadrant 4

(S2) Non-Harassment
(S3) Human Rights

Society(4) (S13) Social Contribution
(S29) Counterfeit Parts Prevention
(G1) Anti-Corruption/Anti-Bribery
Governance(2) (G8) Intellectual Property
Quadrant 3
Public(1)  |(P5) ESG Performance feedback

Environmental | (E9) Other Pollution Prevention
(2) (E10) No harm to land
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