ESG in Emerging
Markets

regulations on non-EU companies L% D

The effects of EU sustainability

Danish Industry 8

A Danish Industry Study Report 2024

July 2024

ESG in Emerging Markets Developed together with [aalalz1< 48



ABOUT

This report

ESG in Emerging Markets

This report is the outcome of Ramboll Management Consulting’s study on behalf of Danish Industry (Dl), aiming to assess the
impact of EU sustainability regulations and multinational corporations' sustainability focus on companies in twelve emerging
economies where Dl is engaged. These countries include Burundi, Ethiopia, Kenya, Malawi, Tanzania, Uganda, South Africa,
the Philippines, India, Vietnam, Tirkiye, and Colombia.

After the Executive Summary, this report is divided into four chapters:
l. The first chapter is an introduction, that explains the background, objective, and scope of the project.

Il. The second chapter includes an overview of the EU’s ESG legislation, including possible implications for non-EU
companies.

lIl.  The third chapter focuses on findings and recommendations and presents detailed findings from the study. It
gathers these findings under three main themes: Awareness & prioritisation, customer demands & business impact,
and readiness & support.

IV. The fourth chapter contains deep dives into the country-specific highlights. Each deep dive provides a brief
overview of the local market conditions as well as a description of key findings.

Finally, the appendices provide a more in-depth description of the research design and methods as well as references
used for the desktop analysis.



A summary of the study, including key
findings and recommendations.

ESG in Emerging Markets



Executive Summary: Introduction to the study

In recentyears, the EU has developed significant legislation addressing ESG matters, underscoring its aim to achieve a carbon-neutral
Europe by 2050. Because of these legislations, large corporations with operations in the EU are increasingly compelled to adhere to
environmental, social, and business integrity standards.

Although these regulations are mainly targeted at companies within the EU, they will also have implications for companies outside the
EU if they are part of European value chains, as they set expectations along the entire value chain

To help local companies navigate the growing ESG requirements from EU legislation and demands from multinational companies,
Danish Industry is actively collaborating with local partner organisations to develop supportive tools, but for this support to be
effective, a deeper understanding of the challenges is needed.

This study was performed by Ramboll Management Consulting on behalf of Danish Industry between January to July 2024. The
objective of the study was to evaluate the effects of the expanding EU ESG legislation and the increased sustainability focus among
multinational companies on companies in emerging markets.

In the project, mixed methods and triangulation approaches were applied. The study included data collection of both qualitative and
quantitative data through a survey, sixfocus group interviews, nine interviews with local actors and experts as well as a literature
review. The survey consisted of 26 questions and 778 representatives from local companies filled it out. In the focus group interviews,

120 companies participated.

The study focuses on companies in 12 countries where DI is engaged; Burundi, Ethiopia, Kenya, Malawi, Tanzania, Uganda, South
Africa, the Philippines, India, Vietnam, Tirkiye, and Colombia.

ESG in Emerging Markets



Executive Summary: Findings and recommendations

Summary of Key Findings

The study reveals that overall ESG awareness among local companies in emerging markets is low, both
generally and in relation to international and EU sustainability standards. This lack of awareness poses a
significant risk not only for local companies, who may struggle to comply with new demands, but also for
European companies, which may face non-compliance issues within their value chains. Despite the low
awareness, sustainability emerge as a high priority for local companies across markets — reflecting increasing
business opportunities and more stringent regulatory requirements.

Local companies note that customer sustainability demands have increased over the past few years, although
the significant impact of the EU's ESG legislation is still forthcoming. The study indicates that companies are
generally optimistic about the business opportunities that may arise from a heightened focus on sustainability.
However, the lack of a proper understanding of the potential implications of EU legislation may inflate these
numbers. Nonetheless, 49% of the surveyed companies also recognise the enhanced sustainability
requirements as an emerging trade barrier, expressing concerns that it could reshape existing trade patterns
and lead them to seek out other markets with less stringent regulations.

The overall readiness to meet upcoming demands is generally considered low, despite some variations among
companies, industries, and markets. South Africa, Turkiye and Colombia are the most advanced in terms of ESG
preparedness, whereas Eastern Africa demonstrates a significant readiness gap. Small and medium-sized
companies (SMEs) are generally considered particularly vulnerable to the new requirements, as their
capabilities to understand, prioritise, and address sustainability demands are limited.

In light of this, the study underscores the need for support measures to prepare companies for increased
demands, enabling local firms to better benefit from upcoming opportunities and ensuring that EU companies
meet their supply chain impact targets. While financial support is recognised as an important enabler for
enhancing sustainability work, it is surpassed by the need for more knowledge, implementation guidance,
practical hands-on support, and technical assistance, when local companies state their desired support.

Against this backdrop, business associations emerge as important enablers, as the reliance on support
networks varies by company size. The study reveals that due to limited capital and resources, SMEs and locally-
owned companies depend more on business associations and other networks than large, foreign-owned firms
who can utilise external consultants. A significant challenge identified is that local firms experience that few
local actors, including external consultants, can provide adequate support for interpreting EU ESG legislation.
Consequently, capacity building from European actors becomes essential.

ESG in Emerging Markets

Summary of Key Recommendations

Key recommendations for business associations include implementing awareness training, to increase
knowledge about ESG, international sustainability legislations, and their potential implications for companiesin
non-EU countries. This entails implementing introductory ESG training for SMEs and advanced sessions focused
on upskilling in specific legislations and ESG areas. Itis also recommended that business associations provide
active facilitation between local and European companies, to interpret demands and develop best practices. To
enhance support effectiveness and increase accessibility to a wider range of companies, implementing digital
support centres that operate across markets is highly recommended. Lastly, it is recommended to provide
value chain training, especially for complex value chains and sectors that involve numerous SMEs.

For European companies, itis recommended to assess value chain readiness and develop strategies to enhance
upskilling efforts, mitigating the risk of non-compliance. Due to the low awareness among local companies,
European firms need to scale up communication and work proactively with value chain actors on anticipated
demands, clarify expectations, and assist in interpreting requirements for effective ESG implementation.
Continuing, given the low readiness level for meeting new ESG requirements, European companies must
facilitate training across the entire value chain, extending beyond their tier 1 suppliers, and establishing best
standard practices for effective data gathering. Lastly, European companies should establish long-term
partnerships with their key suppliers, recognising that the shift towards sustainable practices takes time.

European policymakers are recommended to allocate resources for enabling a just transition in non-European
markets. It is also recommended to make an effort to prevent legislation from becoming trade barriers for non-
EU companies. To overcome the information gap between the EU and emerging markets, European
policymakers are recommended to spread information about EU legislation and establish support centres. In
addition, given the low readiness of companies in non-EU markets, it is recommended that European
policymakers consider just transition mechanisms, provide implementation guidance that allows for phased-in
periods, and help companies align EU sustainability demands with local sustainability priorities.
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01 Introduction

Background and objective of the study

New & upcoming EU sustainability legislation
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Background to the study

Countries selected for the study

In recent years, the EU has developed significant legislation addressing ESG matters, underscoring its
aim to achieve a carbon-neutral Europe by 2050. Because of these legislations, large corporations with
operations in the EU are increasingly compelled to adhere to environmental, social, and business
integrity standards.

Burundi, Ethiopia, Kenya, Malawi, Tanzania, Uganda, South Africa, the Philippines, India, Vietnam, Turkiye,
and Colombia.

Although these regulations are mainly targeted at companies within the EU, they will also have
implications for companies outside the EU if they are part of European value chains, as they set
expectations along the entire value chain.

Non-EU companies’ transformation towards sustainable practices and business models is key to
achieving the full intended effects of the EU sustainability legislation. EU companies will not be able to
achieve their supply chain transformation or meet their sustainability targets unless local companies
contribute with reduced impact and data collection. To achieve the full effect of the EU’s ESG
legislation, companies outside of the EU also need to transform towards sustainability.

t

This poses challenges for companies in emerging economies. There is a concern that the private sector
in these economies will be even more challenged in the future and risks becoming decoupled from ‘-f

global value chains. 3 !
To help local companies navigate the growing ESG requirements from EU legislation and demands ‘ “
from multinational companies, Danish Industry (DI) is actively collaborating with local partner

organisations to develop supportive tools, but for this support to be effective, a deeper understanding

of the challenges is needed.

%

So, how does EU ESG legislation and an increased focus on sustainability from multinational
companies affect local companies in emerging markets?

.

This study seeks to answer this key question, targeting companies in 12 countries where DI is engaged.
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Objective and scope of the study

Objective

The overall objective of the study was to evaluate the effects of the expanding
EU ESG legislation and the increased sustainability focus among multinational
companies on companies in emerging markets.

Approach

In the project, mixed methods and triangulation approaches were applied. The
study was performed in the following four steps

1)

Scoping, prioritisation, and initial data collection including a desktop of
existing literature in the field, complemented by nine expert interviews
with partner organisations across eight of the selected markets: India,
Vietnam, Kenya, Tanzania, Tirkiye, South Africa, Colombia, and the
Philippines.

Broad understanding of the research questions through a survey of 778
local companies from twelve markets. The survey consisted of 26
questions, designed to provide insights into how ESG regulations in the
EU and the increased focus on sustainability among multinational
companies affect companies in the selected non-EU countries.

Deep-dive into interesting findings in focus group interviews with 120
companies in six chosen markets: India, Vietnam, Kenya, Tirkiye, South
Africa, and Colombia.

Data analysis and report writing summarising the findings in this report.

ESG in Emerging Markets

Scope

The study focuses on assessing company circumstances in four key research
areas, under which several sub-topics are elaborated upon:

Key EU legislation and local markets condition: This area investigates
how EU sustainability legislation impact different industries in local
markets.

Awareness & prioritisation: The objective under this topic is to assess
local suppliers’ awareness and prioritisation towards EU ESG legislation
and willingness to prioritise ESG issues.

Customer demands & business impact: This theme analyses the
customer demands and business impact on local suppliers derived from
EU ESG legislation and pressure from European companies.

Readiness & support: This topic contains an evaluation of the readiness
of local companies to meet the increasing demands, overcome risks, and
leverage business opportunities as well as the need for support
measures to meet the demands.

The findings of the study are firstly presented as overall findings across all
countries to highlight general trends, followed by a chapter with individual
sections for each country or region.

The insights from this study will serve as a baseline for which supportive

interventions can be developed to facilitate local companies' ability to meet

the increasing demands from EU legislation and multinational companies.




02 EU Sustainability

ESG in Emerging Markets

Overview

Possible implications for non-EU companies
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There is a global shift from voluntary sustainability standards to hard laws with

more clearly defined sustainability requirements for companies

Sustainability expectations for local suppliers are not a new
phenomenon but have long been acknowledged by large
multinational companies. Over time, these companies have
implemented various sustainability initiatives and requirements to
mitigate potential impacts and risks across their value chains.
However, these initiatives and requirements have primarily been
voluntary and operated on a discretionary basis, resulting in
limited obligations for suppliers and minimal due diligence.

Suppliers have traditionally faced limited expectations regarding
environmental impact, basic labor practices (particularly health
and occupational safety), and fundamental business ethics (such
as combating corruption). While these expectations have
established a baseline for sustainability efforts, the absence of
mandatory compliance and rigorous enforcement has often
resulted in inconsistent and limited implementation.

ESG in Emerging Markets

E requirements.

Sustainability demands have typically been communicated
through:

Supplier Codes of Conduct: Companies often outline
limited requirements and expectations regarding
24 sustainability and responsible business practices in their
code of conduct or through written communication.

Training and Capacity Building: Companies may provide
training and capacity building programmes to help
suppliers understand and meet sustainability

Collaboration and Engagement: Companies engage in
ongoing dialogue and collaboration with suppliers to
address sustainability challenges collectively.

Supplier Audits and Assessments: Companies do in some
cases conduct audits and assessments of their suppliers to
evaluate their compliance with sustainability standards.

In recent years, there has been a global shift towards ESG
legislation, resulting in more formalised, structured, and data-
driven sustainability efforts. The EU has emerged as the leading
source of comprehensive ESG legislation, taking a frontrunner
position in making sustainability standards into hard law. These
clearly defined sustainability requirements will inevitably compel
large and multinational companies to impose a much broader
range of demands on their suppliers throughout the value chain.

The following section will elaborate what EU ESG legislation
currently exists, what is upcoming, and what they require.

B |j%

12



Executive summary | Introduction | EU Sustainability Legislation | Findings & Recommendations | Country Deep Dives | Appendices
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L
just transition
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Net zero by 2050

The European Green Deal gives rise to a
new EU ESG regulatory landscape

LY

Biod iversity forest &
deforestation

i

Clean, affordable &
secure energy

The European Green Deal consists of a series of policy initiatives, important commitments, and a detailed
roadmap to create a net-zero EU by 2050.

It includes:

* Proposals to reduce greenhouse gas emissions to half of 1990 levels or even more by 2030

* Policies to ensure economic growth is decoupled from resource use

o\‘
e European N

Circular Economy
Green Deal Industrial strategy

Action Plan

* Key actions to restore biodiversity

e Alaw that will direct the European Union towards the goal of being climate neutral by 2050

These policies are supported by the Just Transition Mechanism and the Sustainable Finance Strategy.

The Sustainable Finance Strategy aims to finance the sustainable transition, while the Just Transition Mechanism
ensures the transition is just and inclusive.

43

Batteries & waste
batteries

Farm to fork

A

Chemicals strategy

I‘here is a big uncertainty on how these legislations will play out outside Europe, and | would say that there is

aneed for a more concerted effort across countries to help build capacity. sustainable Fina\‘\ce
Peter Lund-Thomsen

B
Professor =e
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Over the last few years, several new ESG regulations and directives have
been approved, and more is to come

EU Green Deal

- EUROPEAN
GREEN DEAL

DELIVERING
ON OUR TARGETS

Proposal for an eco-design for
Sustainable Products Regulation

(ESPR)

Making £ .
sustainable products
the no rope

EU Taxonomy

ESG in Emerging Markets

Sustainable Finance Disclosure

Regulation

EU Battery Regulation
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2022

BREFING
ELogsonnn i Fregress

Revision of the Packaging and
Packaging Waste Directive

YL S 4L

Revision of the Packaging &

Carbon Border Adjustment
Mechanism

Carbon Border Adjustment Mechanism

Carbon Border Adjustment Mechanism

(CArat charye i 4 gohal ST I neech bl 008 At e EU

1 Ty L 0TS 0 4 146 -S40 1000 HONKDY'

a1 £, 0t £ prostcts ot w8y mere o msone
npon

2023

Corporate Sustainability Reporting

Directive (CSRD)

(draft)

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

ESRS E1
Climate change

sl

EFRAG

Towards an EU ban on products
made with foreed labour

EEFRAG

2024

Packaging Waste Directive

EU Deforestation Regulation

2027/2028

o e, 98T

Corporate Sustainability Due

Diligence Directive (CSDDD)

Forced Labour Ban Regulation
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EU rules restrict the import of certain products based on ESG criteria and
enhance ESG-related product development

Carbon Border Adjustment Mechanism (CBAM)

The purpose with the CBAM is to put a fair price on the carbon
emitted during the production of carbon intensive goods that
are entering the EU, and to encourage cleaner industrial
production in non-EU countries.

The CBAM will initially apply to imports of certain goods and
selected precursors whose production is carbon intensive and
at most significant risk of carbon leakage including cement,
iron, steel, aluminium, fertilisers, electricity and hydrogen.

The rules apply to EU importers of cement, iron, steel,
aluminium, fertilisers, electricity and hydrogen. By the end of
2024, companies importing affected products mustdisclose
amount of the products embedded GHG-emissions. By 2026,
companies must pay a price (certificates) for the reported
GHG-emissions.

EU Deforestation Regulation (EUDR)

The purpose with the EUDR is to prevent products and goods
linked to deforestation and forest degradation from being
imported to or exported fromthe EU. Before a product can be
released onto the EU market, companies must disclose
whether they have conducted a due diligence to ensure that
the product is free from deforestation and is legal according to
the legislation in the country of origin, as well as ensuring
respect for human rights and rights of affected indigenous
people.

Although the EUDR is targeting EU companies, its reach is
global through its focus on the import/export of certain
products? that are ‘known’ to be associated with
deforestation.

The rules apply to large and mediumsized enterprises who
need to apply the rules by the end of 2024. SMEs must comply
at the latestend of June 2025.2

Packaging & Packaging Waste Directive (PPDW)

The purpose with the new revised Packaging and Packaging
Waste Directive (PPWD- Directive 94/62/EC) presented in
2022, to ensure that all packaging is reusable or recyclable in
an economically feasible way by 2030.

It lays down measures to prevent the production of packaging
waste, and to promote reuse of packaging and recycling and
other forms of recovering packaging waste. Measures are also
envisaged to tackle over-packaging and reduce packaging
waste.

It also sets out the requirements thatall packaging placed on
the EU market must meet.

The proposal is now in the hands of the co-legislators.

Eco-design for Sustainable Products Regulation
(ESPR)

The ESPR builds on the existing eco-design directive, by setting
new requirements to make sustainable products the normin
the EU. This by setting new minimum requirements to
enhance products becoming more durable, reliable, reusable,
upgradable, reparable, easier to maintain, refurbish and
recycle and energy and resource efficient.

Proposalincludes turning the current eco-design directive into
a regulation while also extending the scope to new product
groups including textiles, ICT, electronics, fumniture, steel,
concrete and chemicals.

In addition, all regulated products will have Digital Product
Passports (DDP) to provide information about products’
environmental sustainability. DDP for 30 product groups with
the greatest environmental impactare expected to be
developed. Battery sector is first out, followed by textile and
electronic sector.

ESG in Emerging Markets Notes: 1) The EUDR applies to timber, rubber, palm oil, soy, cattle, coffee and cocoa. 2.) SMEs only need to apply the rules if it is the first time that the relevant raw material or product is being released onto the EU market. 15
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New EU rules mandate Human Rights Diligence, as do several national
regulations around the world

There is a growing global trend towards implementing regulations Norwegian Transparency Act
that require companies to conduct human rights-related due

diligence throughout their own operations and supply chains.
e ughou I own operati upply cha UK Modern Slavery Act

This trend has been further accelerated by the EU proposing

regulations aimed at ensuring companies’ respect for human rights. Canada Fighting Against Forced Labour and Child ‘

The EU's focus on due diligence has not only influenced the Labour in Supply Chains Act |—— Dutch Child Labour Due Diligence Law

regulatory landscape within its member states but also set a global L .

precedent. French Duty of Vigilance Law German Supply Chain Act

Nations in Europe have launched their own legislation requiring Swiss Code of Obligations with new ESG
similar due diligence measures, for example, the German Supply reporting requirements

Chain Act. It mandates large companies to conduct due diligence to

identify and address both human rights and environmental risks in US Uyghur Forced Labor Prevention Act

their supply chains. SEC Conflict Minerals Disclosure Rule Australian Modern Slavery Act

Similarly, the Norwegian Transparency Act requires companies to
disclose human rights-related matters.

Beyond Europe, countries such as Australia, Canada and the US are EU Taxonomy regulation
also considering, or have already implemented, legislation related to
human rights-related due diligence.

EU Sustainable Finance Disclosure Regulation

EU Corporate Sustainability Disclosure Regulation
EU Batteries Regulation

EU Deforestation Regulation

EU Corporate Sustainability Due Diligence Directive (expected in
2027/2028)

ESG in Emerging Markets 16
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New EU rules lay out requirements for ESG reporting to increase
transparency and combat greenwashing

° Rules for Rules for financial market participants
companies

These are three major legislations that will impact '

the ESG reporting landscape

The CSRD, EU Taxonomy and SFDR collectively

represent a significant shiftin the ESG reporting

landscape, introducing standardised reporting

frameworks, enhanced transparency requirements

and clear definitions of when an activity can be CSRD
considered sustainable.

A significant change is also the CSRD’s mandatory
requirement for companies to look beyond their
own operations, to also consider the broadersocial,
environmental and economic implications of its
activities across the entire value chain,

The Corporate Sustainability Reporting Directive The EU Taxonomy Regulation targets companies The Sustainable Finance Disclosures Regulation

(CSRD) targets both companies and financial firms. and financial firms. (SFDR) targets assets managers and other financial
L . . L . . . markets participants.

The objective with the CSRD is to The objective with the EU Taxonomy is to provide

enhance transparency and comparability by a standardised framework for identifying The objective of the SFDR is to promote

improving the quality, reliability and comparability environmentally sustainable economic activities, transparency and sustainability in the financial

of sustainability information. It requires and align with the minimum safeguards, art. 18 sector. It requires financial market participants

companies perform a double materiality and financial advisers to disclose how they

Companies that are in scope to report need to
disclose financial data on three financial KPIs to
communicate the share of its turnover, CapEx and
OpEXx.

assessment to identify and disclosure the
company’s impacts, risks and opportunities across
ESG topics with consideration of the companies'
entire value chain.

integrate environmental, social and governance
(ESG) factors into their investment decisions and
how they consider the adverse impacts of
investment decisions on sustainability factors.

ESG in Emerging Markets



EU SUSTAINABILITY LEGISLATION

Possible Implications
for non-EU
Companies

',)\t\\\nn
 LEEEEEERR :

AERRRD

171

ESG in Emerging Markets 18



Executive summary | Introduction | EU Sustainability Legislation | Findings & Recommendations | Country Deep Dives | Appendices

The newly passed and upcoming EU ESG legislation are expected to result in
increasing demands on local suppliers in three key areas

+ o
o

+

o

=]

Sustainability due diligence

Several of the new EU ESG legislations, including the CSRD, SFDR,
EU battery regulation, Conflict Mineral Regulation, EUDR and
upcoming CSDDD mandate sustainability due diligence.

These developments indicate a broader shift towards holding
businesses accountable for their negative impacts on people the
environment and reflect a growing recognition of the importance of
corporate responsibility in the global economy.

Corporate sustainability reporting

CSRD, EU Taxonomy and SFDR are raising the bar on ESG reporting
by making it mandatory to provide a much greater depth of
information on a variety of ESG topics, and to consider impacts and
economicimplication beyond its own operations.

This development is set to increase the need for reliable ESG data
and transparency on actors that form part of European value
chains.

D
=

Sustainable production and products

New EU legislation like CBAM, EUDR, Eco-design and Packaging and
Waste Directive aim to make sustainable products the norm in the
EU by setting new requirements in relation to circular material use,
encourage cleaner industrial production in non-EU countries and
prevent deforestation.

These regulations are highly likely to result in increased demands
for local suppliers to ensure supplied products are sustainably
designed, manufactured and transported in line with the new
environmental requirements.

ESG in Emerging Markets
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The export focus of each country will determine its exposure towards

specific EU legislation

Local firms primarily supply EU companies with products and goods in eight key export sectors

Demands in relation to ESG data are expected to impact all local suppliers that have exposure to the EU market,
primarily as a result from the CSRD applying to all EU companies meeting certain thresholds. Local suppliers that supply
EU companies with products and goods can be found within eight key export sectors:

Agriculture products
Mainly coffee, tea, vegetables products and sugar.

S
Do

Machinery and electronics
Industrial machinery, construction machinery and agricultural machinery

&
S

Natural resources
Mainly coal, mineral fuels, base metals, iron and aluminium, as well as conflict minerals like gold, tin,
tantalum and tungsten

Chemicals

Stone & metals
Mainly platinum, diamonds, jewellery, pearls and precious metals

Automobile and components
Components, cars and trucks

Processed food & tobacco

Textiles, appeal and leather

S TR

ESG in Emerging Markets

The different countries have differing export focuses

African countries like Burundi, Ethiopia, Kenya, Malawi, Tanzania, and Uganda predominantly export agricultural

products. South Africa has a more diversified export sector with significant contributions from stone and metal products,
natural resources and transport.

In Asia, India has a balanced export profile including stone and metal products and machinery, while the Philippines and
Vietnam focus heavily on machinery and electronics.

Colombia's exports are mainly natural resources, and Tlrkiye exports a mix of stone and metal products, textiles,
transport and machinery.

This underscores a strong agricultural focus in many African countries and a technological focus in some Asian countries.

Export focus determine exposure and call for closer scrutiny

As new EU legislation increasingly restricts the import of products based on ESG criteria and promotes ESG-related
product development, analysing the export sectors of each country becomes imperative.

Countries with a significant number of companies operating in sectors targeted by European ESG legislation will face
heightened exposure to new ESG demands due to direct regulatory requirements imposed by their EU customers.

20
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Key export sectors that will be particularly affected by EU legislation

New EU legislation such as the Corporate Sustainability Reporting Directive (CSRD) and the upcoming Corporate Sustainability Due Diligence Directive (CSDDD) will apply to all EU companies that meet certain thresholds, and thus regardless
of which sector they operate in. Meanwhile, some new EU ESG regulations including the EUDR, EU Conflict Regulation, and CBAM will apply to EU Companies that operate in certain high-risk sectors. Given that many local suppliers operate
within these high-risk sectors whilst being part of European value chains, further demands on these local suppliers can be expected.

Agricultural products

The EU Deforestation Regulation (EUDR) applies to importers and
exporters of specificcommodities including timber, rubber, palm oil,
soy, cattle, coffee and cocoa.

Companies releasing or exporting the affected products on to or from
the EU market must conduct due diligence checks to confirm that the
products do not originate from land deforested or subject to forest
degradation after December 31, 2020. Companies must also ensure
that these products comply with relevant legislation in the country of
production, including respect for human rights and the rights of
affected indigenous peoples.

Demands in relation to due diligence and obligations to fulfil
national legislation including respect for human rights and the rights
of affected indigenous peoples are likely to impact many local
suppliers in Burundi, Ethiopia, Kenya, Malawi, Tanzania, Uganda and
Colombia.

ESG in Emerging Markets

Minerals

The EU Conflict Mineral Regulation applies to importers of tin,
tantalum, tungsten and gold, whether these are in the form of
mineral ores, concentrates or processed metals.

EU importers will be required to identify the smelters and refinersin
their supply chains and check whether they have the correct due
diligence practices in place. Whenever EU importers find smelters and
refiners' practices to be insufficient or associated with risks, they will
have to manage and report on this. To help companies, the European
Commission will create a so-called 'white list' of global smelters and
refiners which source responsibly. The regulation will indirectly affect
about 500 smelters and refiners of tin, tantalum, tungsten and gold,
whether they are based inside the EU or not.

Demands in relation to due diligence are likely to impact local
producers of these minerals in countries like South Africa, Tanzania
and Colombia (producers of gold) Uganda and Ethiopia (producers of
tantalum), Burundi (tin, tantalum and tungsten) and Vietnam
(producer of tin and tungsten).

Industrial production

Carbon Border Adjustment Mechanism (CBAM) applies to EU
importers of cement, iron, steel, aluminium, fertilisers, electricity and
hydrogen.

CBAM aims to encourage cleaner industrial production in non-EU
countries. This by enforcing mandatory requirements for EU importers
of cement, iron, steel, aluminium, fertilisers, electricity and hydrogen
to disclose amount of the products embedded GHG-emissions. By
2026, companies must pay a price (certificates) for the reported GHG-
emissions.

Demands in relation to implementing cleaner production processes
are likely to impact suppliers of these commodities in countries such
as Turkiye and Colombia (cement, iron, steel, and aluminium), India
and Vietnam (aluminium and iron) as well as South Africa (iron and
steel).
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Local ESG legislation is not yet likely to comprehensively address the

EU's third-party impact

Local legislation regarding ESG issues is fragmented across different domains and sectors, but often lacking the strictness of EU policies in terms of implementation and enforcement. In nearly all markets, ESG legislative initiatives have mainly

focused on large or listed companies, with little attention given to SMEs.

Environment

Local environmental legislation exists in several of the EU's priority areas,
focusing on e.g. biodiversity, pollution control, waste management, land
use and CO, reduction. Meanwhile, level of enforcement and application
among local companies varies with a risk for greenwashing.

Countries like Vietnam, Ethiopia, Kenya, Malawi, Tanzania, Uganda and
Colombia have taken measures to combat deforestation, protecting
forests and to some extent prevent illegal logging.

Moreover, countries such as South Africa, Malawi, the Philippines, India and
Turkiye have enforced regulations and measures to reduce CO, emissions.
For example, in Turkiye, India, the Philippines and Malawi companies are
required to conduct Environmental Impact Assessments (EIAs) for projects
with significant environmental impacts, while India and South Africa also
incentivises emission reduction in energy-intensive industries.

ESG in Emerging Markets

Social

As all markets have laws enforcing protection for human and labour rights,
including regulations against child and forced labour and for regulating
working conditions, DI local partners' interviews highlight local companies'
greater experience in addressing social issues, with environmental and
governance concerns being relatively new to them.

However, despite having legal frameworks in place for human rights and
labour rights, the effectiveness of implementation and enforcement varies
and is generally low. This inconsistency poses a challenge, taking EU's
human rights due diligence efforts into consideration.

Overall, there has been limited effort to ensure due diligence and
compliance along the value chain in line with EU legislation, which
emerged as a recurring challenge from the conducted interviews.

Governance

Local requirements for ESG reporting mainly apply to large listed
companies, with exceptions like Tanzania where almost all but micro
entities must report ESG factors.

Historically, mandatory ESG reporting has particularly applied to high-
impact sectors such as the mining and natural resource sector in countries
such as South Africa, Tanzania and Malawi®.

India's Business Responsibility and Sustainability Report, BRSR, launched in
2023, follows GRI, SASB, and TCFD frameworks. In January 2024, Colombia
and Turkiye enforced similar requirements, resembling the EU's CSRD.
These requirements will gradually apply to more companies each year,
starting with large companies exceeding certain thresholds.
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Summary of Key Findings

Appendices

This chapter focuses on the findings and recommendations for the general trends across geographies. The chapteris divided into three themes: i) Awareness & Prioritisation; ii) Customer Demands & Business Impacts;
and iii) Readiness & Support. On this slide, a summary of key findings is presented, across the three themes and geographies. In the following sections of the chapter, the details of the findings for each theme are

presented.

Low overall awareness of ESG and
international legislation

The ESG awareness amongst companies seems to
be low in most markets, accordingly, resulting in a
limited understanding of international and EU ESG.
While companies might recognise specific
regulations, their comprehension of the
implications remains severely limited. The level of
awareness varies partly with aspects such as
company size and ownership structure; large and
foreign-owned companies generally have higher
awareness than locally-owned SMEs.

Companies are optimistic about the business
opportunities from sustainability

Despite low awareness, companies across various
markets and sectors are generally optimistic about
potential business opportunities arising from new
sustainability demands. This optimism may stem
from a limited understanding of the implications
and outcomes of these new demands. However,
nearly half of the companies also acknowledge the
risk that these demands could potentially become
trade barriers, shifting existing trade patterns.

ESG in Emerging Markets

Risk of missing business opportunities due to
low awareness

Due to the low awareness of ESG principles and the
potential impacts of EU sustainability legislation,
local companies face a risk of failing to comply with
new demands and thus missing out on business
opportunities. Ultimately, this could also lead to a
shiftin existing trade patterns. Larger foreign-
owned companies are better equipped to meet
new demands and have the potential to enhance
knowledge and take a leadership rolein driving
development in local markets, thereby increasing

awareness among locally-owned companies as well.

The dependence on networks for support
varies with company size

Where companies turn for support regarding
sustainability-related matters varies with company
size and ownership structure. Whereas large and
foreign-owned companies rely more on external
consultants, SMEs and locally-owned companies
lean more towards networks and business
associations for support. Given that the latter two
are particularly vulnerable to new requirements,
this underscores the significant role played by
support networks and business associations.

Sustainability is a high priority for companies
across markets

Across all markets, there is a clear tendency that
sustainability is of high priority for all companies.
This focus is primarily driven by increased business
opportunities, more stringent regulatory
requirements, and strategic priorities at the group
level wherein companies mitigate risks and align
their sustainability efforts consistently across all
markets. However, the understanding of ESG can
differ between the EU and local markets,
sometimes leading to conflicts between EU and
local sustainability priorities.

Few local actors can provide support on
international legislation

The low awareness of international and EU
legislation applies also to local consultants and
other experts. Thus, when companies reach out to
external consultants for support, there are
difficulties finding experts with the right skills. This
underscores the importance of foreign upskilling
efforts and expertise to facilitate sustainability
progress.

Customer demands increase, but the push
from the EU’s ESG legislation is yet to come

Companies across all markets generally report an
increase in sustainability demands from customers
in recent years. However, the big push in
sustainability demands driven by the new and
upcoming EU ESG legislation has yet to fully
materialize - presenting a window of opportunity to
proactively enhance readiness through awareness-
raising and upskilling efforts.

Support measures are needed to prepare
companies for increased demands

The overall low awareness of ESG as well as
international sustainability legislation and its supply
chain implications highlight the need for support
measures to prepare local companies for the
increasing demands and opportunities. There is
particularly a critical need for enhanced knowledge
aboutinternational legislation, implementation
guidance and the development of practical support
tools.
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Summary of Key Recommendations for Future Support and Progress

Given the key findings and the general trends across geographies, this slide highlights recommendations for future support and progress for enhancing local firm’s ability to comply with European ESG legislation. The recommendations are divided

into three stakeholder areas:

Implement awareness training

Given the low awareness and understanding of ESG and EU sustainability
legislation, there is a strong need to increase knowledge across all markets.
This entails implementing introductory ESG training for SMEs and advanced
sessions focused on upskilling in specific legislations and ESG areas (e.g.,
reporting or due diligence). Due to the limited expertise of local market
actors, upskilling efforts should also target local support functions.

Provide active facilitation between local and European companies

Local companies are seeking more active dialogue with European
customers to interpret new sustainability demands and obtain best-
practice guidance forimplementation. This necessitates active partnerships
between European and local business associations.

Establish digital support centres

To enhance support effectiveness and increase accessibility to a wider
range of companies, implementing digital support centres that operate
across markets is highly recommended. These centres would provide
timely updates on new requirements, interpret legislation, offer basic
training modules, and equip companies with tools for meeting customer
demands, including standardized emission data collection and reporting.

Provide value chain training

To integrate sustainability practices and mitigate risks throughout the value
chain, itis crucial to identify best practices and establish practical, hands-
on support for fostering cooperation within the value chain. This is
especially pertinent for complex value chains and sectors that involve
numerous SMEs with limited capabilities to address ESG issues.

ESG in Emerging Markets

Assess value chain readiness

Considering the low readiness of value chain actors in emerging markets to
meet new sustainability demands, European companies must assess their
value chains and develop strategies to enhance upskilling efforts,
mitigating the risk of non-compliance.

Scale up communication with local suppliers

Due to the low awareness among local companies, European firms need to
scale up communication and work proactively with value chain actors on
anticipated demands, clarify expectations, and assist in interpreting
requirements for effective ESG implementation.

Ensure value chain training and establish best practice

Given the low readiness level for meeting new ESG requirements and the
value chain focus of recent legislation, European companies must facilitate
training across the entire value chain, extending beyond their tier 1
suppliers. Establishing best standard practices for effective data gathering
across all tiers is crucial.

Collaborate long-term with key suppliers

European companies should establish long-term partnerships with their
suppliers, recognizing that the shift towards sustainable practices takes
time. The study underscores that local companies are enthusiastic about
improving sustainability efforts and capitalizing on new business
opportunities, yet they need assistance with the transition and hands-on
support to reduce the administrative burden.

Allocate resources for enabling just transition in non-European markets

To assist European companies in reducing their negative impacts across the
value chain and transitioning towards sustainable practices and business
models, resources must be mobilized to companies outside the EU to
effectively achieve desired sustainability targets.

Prevent legislation from becoming trade barriers

Policymakers should recognize that new sustainability legislation could
potentially become a trade barrier due to the limited readiness of local
firms, leading to shifts in geopolitical trade patterns. To prevent this,
European actors must actively provide implementation guidance to non-
European counterparts and also reduce the administrative burden.

Share information about EU legislation and establish support centres

There is a strong information gap between the EU and markets outside of
the EU, concerning both the awareness of the legislation and its potential
implications. Policymakers must actively direct resources to improve
information channels in non-European markets.

Consider just transition mechanism

Given the low readiness of companies in non-EU markets, policymakers

should carefully consider how to provide implementation guidance that
allows for phased-in periods and helps companies align EU sustainability
demands with local sustainability priorities.
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FINDINGS & RECOMMENDATIONS

Awareness
& Prioritisation

Companies were asked about their awareness
regarding ESG and the EU legislation as well as
their familiarity with specific EU sustainability

legislation, prioritisation, and key drivers for
working with sustainability.
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Key take-aways for Awareness & Prioritisation

This section focuses on the findings of the theme of awareness and prioritisation across geographies. On this slide, key findings on awareness and prioritisation are presented.

An overall low awareness of

EU’s sustainability legislations 1

Non-EU companies demonstrate a low level of awareness
regarding new and upcoming EU legislation. Larger companies
exhibit slightly higher awareness compared to SMEs, but
knowledge is often confined to a few individuals and lacks
widespread integration within the organisation. While specific
legislations like the CSRD are somewhat recognized, the
multitude of legislations often lead to confusion and uncertainty
about their contents. Many companies emphasize a significant
difference between being acquainted with the legislation and
having a solid understanding of its key elements.

for local companies

Sustainability is a high priority 4

The prioritisation of sustainability among local companies is high,
with a strong expectation to increase sustainability work in the
coming years. Both large companies and SMEs report that
sustainability is either of high or relatively high priority for their
organisations. Larger firms tend to prioritise sustainability slightly
more, likely due to their greater resources and clearer recognition
of the business benefits. Despite variations in understanding of EU
legislation, most companies anticipate an increase in the
prioritisation of sustainability over the next three years.

ESG in Emerging Markets

Variations in awareness and priority depend
on ownership structures

There are notable variations in awareness of EU sustainability
legislations and drivers for sustainability efforts based on market
exposure and ownership structures. Foreign-owned companies,
including those with foreign investors and joint ventures,
demonstrate higher awareness of EU sustainability legislation
compared to locally-owned firms — reflecting a significant
exposure towards international markets. Such firms also tend to
prioritise sustainability efforts more than locally-owned
companies, which often struggle to see the business case for
sustainability due to limited customer demand in local markets.

Sustainability efforts are driven
by external pressures and internal strategic goals

Sustainability efforts among companies are driven by both
external and internal strategic goals. Key drivers include sales
and business opportunities and regulatory compliance. Large
companies face greater customer pressure and investor pressure
to adopt sustainable practices at a group level. In contrast, SMEs
exhibit a slightly higher degree of drive for sustainability, often
motivated by local community expectations and organisational
values within sustainable development.

Potential causes for awareness gaps among

non-EU companies 3

Key factors contributing to the knowledge gap on EU
sustainability legislation include regulatory complexity, low
general ESG awareness, and challenges in understanding
business benefits. Companies report insufficient support and
inadequate information about the topic from both European and
local governments. Smaller firms particularly struggle with ESG
concepts, often viewing them as relevant only to large
corporations and confusing sustainability with purely
environmental issues.

a challenge for companies

Aligning EU and local sustainability priorities poses 6

With EU legislation gaining prominence in emerging markets,
local firms are experiencing a disparity between EU’s
understanding of sustainability and local interpretations. This
mismatch often leads to perceptions of unfairness due to
insufficient consideration of local contexts, underscoring the
need for active collaboration and support from European
stakeholders to address these concerns.
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An overall low awareness of EU’s sustainability legislations

The study reveals a low level of awareness among non-EU companies about the EU's new and upcoming sustainability-related legislation.
While large companies exhibit slightly higher awareness of specific EU sustainability legislations compared to SMEs, a significant awareness
gap remains. This entails potential vulnerability to new demands and underscores the need for awareness-raising measures across all
levels.

A profound awareness gap in terms of EU legislation

The non-EU companies state an overall low level of awareness regarding the EU's new and upcoming sustainability legislation. Notably, a
significant portion of companies report low awareness levels, with more than four out of ten rating their awareness as low or limited. In
contrast, only 16% of companies indicate a high level of awareness, with larger firms exhibiting a somewhat higher understanding than
SMEs.

However, even among companies with a high awareness of the EU sustainability agenda, it has been noted in the focus group interviews
that this knowledge often resides with only one or a few individuals within each company. Consequently, many interviewees argue that a
systematic or holistic approach within each company to stay updated remains limited.

Lack of familiarity at all levels regarding specific EU sustainability legislations

There is a significant knowledge gap among non-EU companies regarding specific EU sustainability legislation. While larger firmsgenerally
exhibit somewhat higher familiarity, 40% of these firms and 56% of SMEs have never heard of any of the legislations. Among both large
and small companies, the Corporate Sustainability Reporting Directive (CSRD) is the most recognised, followed by the Carbon Border
Adjustment Mechanism (CBAM) or the Corporate Sustainability Due Diligence Directive (CSDDD).

With that said, the companies themselves also state that they find the multitude of legislations confusing, resulting in unce rtainty about
their contents, where to start, and what to prioritise. Many companies point out a significant difference between being familiar with the
legislation and understanding its key elements. This gap in understanding underscores a strong vulnerability as these legislations come
into effect.

ESG in Emerging Markets

Overallawareness of EU sustainability legislation (% of respondents)
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Variations in awareness and priority depending on ownership structures

and value chain characteristics

The study indicates variations in awareness of EU sustainability legislation and drivers for sustainability efforts dependingon ownership structures and value chain characteristics. Foreign-owned companies report higher awareness of EU

sustainability legislation compared with locally-owned.

Foreign-owned companies and value chains with large companies report higher
awareness of EU sustainability legislation compared to locally-owned, small companies

The study shows that there are variations in awareness depending on ownership structure. Among companies
with fully foreign ownership, 39% state that they are not familiar with any of the EU sustainability legislations,
followed by joint ventures (41%) and foreign investors (44%). Among companies with fully local ownership, 54%
expressed being unfamiliar with the EU legislation.

The discussions in the focus group interviews indicate that awareness also depends on the characteristics of the
value chain. Companies in value chains consisting of small companies seem to have lower awareness, compared to
those of larger companies. Examples that were highlighted are the agricultural and fishing industries, value chains
often including many small companies. This is confirmed by the data from the survey where a large share of the
companies in Eastern Africa belong to the agriculture sector, being locallyowned — and having a lower awareness
compared with companies in other regions.

For prioritisation of sustainability, the findings follow a similar pattern with the highest priority among companies

that either have fully foreign ownership or have foreign investors. Joint ventures and firms with local ownership
have slightly lower priority on sustainability.

This indicates that to ensure continued competitive advantage also for locally-owned firms in value chains with
many smaller companies, enabling them to benefit from growing opportunities from the EU market, and
transforming them towards sustainability, it is key to close the knowledge gap between locally-owned and
companies with foreign ownership or investors as well as between value chains with large companies and SMEs.

ESG in Emerging Markets

Drivers of sustainability efforts differ with ownership structures

The reasons for focusing on sustainability vary significantly based on ownership structure. For companies with
foreign investors, group-level strategic priority is the most frequently cited reason, in contrast to other
categories. Additionally, investor pressure is ranked higher for these companies compared to the general
average, highlighting the significant role of external pressures in driving sustainability efforts.

For companies with full foreign ownership, an intriguing finding is their heightened emphasis on regulatory
compliance, which reflects the exposure to international markets and expected adherence to various
international frameworks. However, sales and business opportunities also play a crucial role for these companies.
Many of the interviewed firms attribute this to heightened sustainability demands among customers in foreign
and more regulated markets.

In contrast, joint ventures, which typically focus more on domestic markets, tend to see sales and business
opportunities as less influential in driving sustainability efforts due to the less pressure from local customers.

Companies with fully local ownership naturally place less emphasis on group-level strategic priorities and
investor pressure as drivers of sustainability efforts. In general, their focus on sustainability tends to be lower due
to the absence of a clear business case and fewer customer demands for sustainability. Consequently, many of
the interviewed companies state that international legislation emerge as a crucial driver for their sustainability
initiatives, due to insufficient sustainability pressure from local markets.
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Potential causes for awareness gaps

While there are a number of factors contributing to the existing knowledge gap on EU sustainability legislation, some factorsinclude regulatory complexity, lack of resources, and challenges in understanding business benefits. The low
awareness is also influenced by inadequate information sharing from both European and local governments.

Inadequate information sharing from European and local
actors fuel awareness gap

When questioned about the reasons for the existing knowledge gap,
companies participating in the study frequently cite insufficient
engagement/knowledge transfer from European partners, local trade
associations, foreign trade facilitators, and other key stakeholders as the
main contributors. It was a recurring pattern in all focus group
interviews that local companies experience that European actors are not
really interested in partnering with them to help them understand the
expectations.

This challenge also extends to local government officials, especially in
less developed ESG markets, where fragmented institutions and slow
governmental responses delay proactivity and information
dissemination.

Overall, this causes a profound knowledge gap about the existence of
upcoming ESG legislation, its potential impacts, and the necessary
support required for alignment — herein potentially hindering readiness
efforts.

ESG in Emerging Markets

Low ESG understanding and legislative complexity have
been outlined as key barriers to awareness

Another recurring theme is the profound lack of understanding of ESG
among companies, particularly smaller ones.

There isa common perception that ESG matters primarily apply to
multinational and publicly traded corporations, and that the language
surrounding ESG can be daunting for many firms. Similarly, many
companies have expressed that sustainability efforts are often mistaken
as solely environmental initiatives, overlooking social and governance
issues, or (in more immature markets) aligned solely with sustainable
economicdevelopment or the general Sustainable Development Goals
(SDGs).

This confusion leads to European ESG legislation being regarded as
highly complex and difficult to scrutinise, making it very challenging to
understand its implications, requirements, and how to begin compliance
efforts. Therefore, establishing basic ESG awareness will be a key priority
moving forward.

Smaller firms struggle to see the business case for
sustainability, limiting the prioritisation and resource
allocation

The awareness of EU sustainability is furthermore limited by a low
understanding of the business case for sustainability, hampering firms
desire to engage and be at the forefront of new legislative
developments. This perspective particularly apply to smaller companies
who, in addition to meeting less customer sustainability pressures from
local markets, struggle to allocate resources to stay updated or to
consult sustainability experts who can help overcome awareness issues.

It has been highlighted that with the absence of strong local regulatory
sustainability requirements, the business case for sustainability needs to
be clearly visible before especially smaller firms engage and upscale
their efforts.

For many larger firms, these business incentives have been highlighted
through enhanced foreign investments, new market access, and
increased international sustainability demands.
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Sustainability is a high priority for local firms

The study indicates a high prioritisation to work with sustainability among local companies and that they expect to scale up sustainability
work in the coming years.

Both large companies and SMEs state sustainability to be of high or relatively high priority for their companies. However, sustainability
seems to be of slightly higher priority in large companies.

The prioritisation to work with sustainability is high among non-EU companies

Most surveyed companies consider sustainability a high priority, which demonstrate that sustainability is becoming a central focus for
many non-EU companies. However, this should be seen in light of a somewhat differing understanding of the issue compared to EU
legislation, with sustainable economic developmentand job creation often highlighted as key pillars of sustainability work.

Nevertheless, respondents from large companies and SMEs indicate that sustainability is a high orrelatively high priority for their
companies. Sustainability appears to be of slightly higher priority in large companies, which have more resources to invest in sustainability
initiatives, can access better information and may see the business case more clearly than SMEs following the focus group interviews.
However, the consistent emphasis on sustainability across companies of varying sizes undeniably serves as a strong foundation for
advancing discussions on new sustainability initiatives.

Non-EU companies expect to scale up sustainability work in the coming years

A noteworthy 92% of surveyed companies believe that sustainability will become a more prioritised topic over the next three years,
whereas only 5% do not foresee an increase in prioritisation, and 3% are unsure. This indicates that sustainability is expected to gain
greaterin importance, with companies recognising a growing momentum - even those who are currently not prioritising sustainability
initiatives.

Accordingly, the study emphasises that companies are increasingly set to integrate sustainability considerations more deeply into their
operations and strategic planning. The survey results show little variation between large companies and SMEs regarding this trend, as such
suggesting that the long-term business case for sustainability holds true for most firms.

ESG in Emerging Markets

Prioritisation of sustainability today (% of respondents)
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Sustainability efforts are driven by both external pressures and internal
strategic goals

The study highlights that sustainability efforts are driven by both external and internal strategic goals. The main drivers for companies to
work with sustainability are sales and business opportunities, while regulatory compliance is also an important factor.

Drivers of sustainability (% of respondents)

Key drivers of sustainability are business opportunities and regulatory compliance s2les/ business cpportuntties oo

Regulatory compliance I 57%
The study indicates that the main drivers for companies to work with sustainability are primarily sales and business opportunities, as well
as regulatory compliance. Notably, investor pressure is ranked as a less significant factor. These findings highlight that both external
pressures and internal strategic goals are propelling sustainability efforts.

Group-level strategic priority I  43%
Customer pressure I 7%

Licence to operate (e.g. need to obtain sustainability... N ] 3%

Open-ended responses reveal additional motivations, such as survival in unpredictable economic conditions, risk management, and Investor pressure MENEER 10%
financial sustainability, underscoring a close link between sustainability and economic resilience. Additional factors includ e social Other: fmm 5%
commitment, corporate goals, innovation, and organisational purpose. For some companies, sustainability is integral to their business Don'tknow/Not applicable B 3%

model, such as in farming or sustainability-related services, while others emphasise environmental protection, energy efficiency, and
corporate growth. Several respondents also view sustainability as a moral imperative, seeing it as the "right thing to do" and essential for
the long-term health of society and the planet.

Drivers of sustainability, divided by company size (% of respondents)

Sales/ business opportunities . | *CC);

Regulatory compliance  ——— 0%
Group-level strategic priority is more a driver for large companies compared to SMEs

Large companies highlight a higher number of drivers for sustainability compared to SMEs, with the most significant difference seen in Group-level strategic priority | 15
group-level strategic priority. As expected, large companies face more pressure to prioritise sustainability at a group level. Additionally, Customer pressure  p——————— 319

large companies experience greater customer pressure and investor pressure to adopt sustainable practices. e R (B 0e) e @i yEEme iy a6

In contrast, SMEs exhibit a slightly higher degree of drive for sustainability, often motivated by local community expectations and certificates) I 17%

organisational values within sustainable development. This indicates that sustainability efforts are driven by both external pressures and Investor pressure  p——— 1 19

internal strategic goals across companies of all sizes.

Other: 56024’

Don't know/ Not applicable pg 2%5%

SME M Large corps
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Aligning EU and local sustainability priorities poses a challenge for companies

Asthe EU legislations are becoming increasingly prevalentin emerging markets, local firms foresee a mismatch between the EU’s understanding of sustainability and the local understanding where too little consideration has been made to the
local context. This has in instances given rise to a sense of unfairness, requiring active collaboration and support from European actors to counter.

There is a mismatch between EU’s understanding of
sustainability and local understanding of sustainability

What has become evident from the survey and the conducted focus group
interviews is that there is often divergent opinions concerning what
sustainability denotes between European and local actors. Local
perspectives often emphasise job creation, stable incomes, and economic
development as key elements of sustainability, which can diverge from and
clash with the EU's focus on CO, emissions reduction, resource
minimisation, and ensuring fair labour conditions. This divergence help
explains why firms claim to prioritise sustainability efforts highly yet exhibit
low awareness of the reporting mechanisms for foreign sustainability
directives.
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A perceived divergence between foreign and local
sustainability priorities may create a sense of unfairness and
“ESG colonisation”

Based on the disparity in sustainability understanding, interviews highlight
that companies perceive foreign sustainability directives as overly rigid and
insufficiently attuned to local contexts, including readiness levels and key
developmental goals in each markets or regions. Interviewees emphasise
the need for exemptions and phase-in processes to facilitate a just
transition, allowing local developmental goals to align more effectively
with European ESG priorities. Given the existing challenges in aligning
foreign and local sustainability priorities, companies expressed concerns
that additional requirements could aggravate perceptions of unfairness —
where terms like "ESG colonisation" were put forward to articulate such
worries.

Aligning foreign sustainability priorities with local
developmental goals will be a challenge and require active
collaboration between European and local actors

Considering the low awareness of European ESG legislation and the
potential mismatch in priorities between foreign and local actors, it is
evident that alignment will pose a challenge for local companies. In more
mature markets such as India, Turkiye, Colombia and South Africa, similar
legislation to that of the EU has already been initiated to enhance
awareness and readiness. However, many firms in less developed markets
emphasise the need for elements of a just transition to be integrated,
necessitating active collaboration and support from European actors to
facilitate trade.



FINDINGS & RECOMMENDATIONS

Customer Demands
& Business Impact

Companies were asked whether they
experience receiving customer demands, and
if yes, what type of business impact it has/or
will have on their company.

ESG in Emerging Markets
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Key take-aways from Customer Demands & Business Impact

This section focuses on the findings of the theme of customer demands and business impacts across geographies. On this slide, key findings on customer demands and business impacts are presented.

Customer-driven sustainability demands are
a frequent consideration for local firms

1

Local companies are increasingly encountering sustainability
demands from their customers, with a majority reporting a
recentincrease. Meeting these demands is crucial for retaining
clients and capitalizing on future business opportunities. While
there has been arecentincrease in such demands, the full
impact of upcoming EU sustainability regulations on local firms is
yetto be seen. Therefore, local companies should prepare for
heightened customer expectations regarding sustainability.

New sustainability customer demands are set
to influence business operations

A

Most companies anticipate that customer sustainability demands
will significantly impact their operations, requiring the
development of new production processes, technological
advancements, and rigorous sustainability compliance measures.
While many recognize the potential benefits of new
sustainability demands, such as innovation, market
differentiation, and consolidation, almost half of the firms also
acknowledge the presence of associated trade barriers.
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Environmental demands are key issues for
companies

2

Companies experience that sustainability demands from their
customers primarily focus on environmental topics, across both
large companies and SMEs. However, there is a notable
discrepancy between perception and reality regarding
sustainability issues. Despite a belief that environmental topics
dominate sustainability discussions, survey findings show that
companies more frequently encounter social and governance
demands.

Positive and negative impacts on companies
due to customer demands are foreseen

Companies anticipate various impacts from responding to
customer sustainability demands. On the positive side, they
expect enhanced brand reputation and increased sales through
new market access. However, they also foresee increased
operational costs due to sustainability investments and
regulatory compliance. Concerns extend to trade dynamics,
where companies fear that stricter sustainability requirements in
regions such as the EU could reshape existing trade patterns and
prompt them to explore markets with less stringent regulations.

The type of sustainability requests received
varies with company size 3

While the study reveals that environmental certifications,
occupational health and safety, and business ethics policies are
key requirements for all companies, there is often significant
differences between large and small firms in the sustainability
demands they face. Large companies face a wider range of
demands compared to SMEs, particularly concerning greenhouse
gas emissions, supply chain labor practices, and governance
standards like whistleblower protection. SMEs generally face
fewer and less diverse sustainability demands but should prepare
for increasing expectations as regulatory requirements evolve.

Ownership-structures affect customer
demands 6

Foreign-owned companies receive more detailed and specific
customer requests across environmental, social, and governance
aspects of sustainability compared to locally-owned companies.
These requests often involve providing GHG emissions data,
environmental certifications, and comprehensive sustainability
reporting. In contrast, locally-owned companies receive more
demands related to sustainable packaging, while joint ventures
report fewer requests on traceability. Additionally, locally-owned
firms express less optimism about some of the potential benefits
of increasing sustainability demands, particularly regarding brand
and reputation enhancement.
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Customer-driven sustainability demands are a frequent consideration
for local companies

The study indicates that most companies have experience with sustainability-related demands from customers, and that there has been a
steep increase in the number of sustainability demands that local companies are facing.

Companies receiving
sustainability demands from

Most firms are acquainted to sustainability demands from their customers N

Yes
A vast majority of the studied companies highlight that they have experience receiving sustainability-related demands and requests from (% of respondents)
their customers. Even if such demands are more common for large companies (82%), a majority of SMEs (62%) also experience such = No
requests. The request are usually communicated through written communication, even though companies state that they to an increasing
extenthave been sustainability requirements being incorporated into official agreements or in the code of conducts of European firms. Don't know/ Not
Understanding what is demanded of them can often be a challenge for local companies, wherein request coming from smaller European applicable

companies can be particularly unfocused. 74%

Yet, the focus group interviews also revealed that meeting customers' sustainability demands - whether driven by legislation or voluntary
efforts - is crucial for local firms to retain existing customers and capitalize on future business opportunities.

A majority have experienced a recent increase in sustainability customer demands

Companies highlight that they have seen a recent increase in sustainability demands and requests from customers. Thus, there is a trend Increase in customer sustainability demands last few years (% of respondents)
towards a customer-driven push towards sustainability efforts.

Yet, based on the discussions in the focus group interviews, it seems as if the big effects of the EU’s new and coming sustainability

regulations are yet to be seen for the local companies. Based on the timeline of the legislation, the EU companies are most likely in the 6% 11% 29% 22%
phase of preparing their own operations for the new legislation and have yet to involve their value chains in the efforts. Also, other

legislation is notyetin place even for EU companies.

Therefore, non-EU companies should prepare fora coming, bigger push from customers on sustainability demands.

M 1 = No/minor increase 2 3 4 W5 =Significant increase

ESG in Emerging Markets 36



Executive summary | Introduction | EU Sustainability Legislation | Findings & Recommendations | Country Deep Dives | Appendices

Environmental demands are key issues for companies

The study indicates thatlocal companies experience sustainability demands to highly revolve around environmental topics. However, it
can be discussed whether the perception of the sustainability definition creates a bias towards environmental aspects, as governance and

Focus of customer sustainability demands (% of respondents)
social demands are at the top when assessing the number of requests.

. . . .. . . 5% e 68%
Companies experience sustainability demands to largely focus on environmental topics

The studied companies report that customer requests primarily center on environmental topics, with minimal variation between large
companies and SMEs. Focus group discussions underscore that sustainability is frequently associated with environmental considerations,

particularly focusing on emission data, environmental certification, and sustainable production processes. Such request poses a significant 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
challenge for local companies, reinforcing the perception of environmental demands as being a dominating narrative in terms of
sustainability demands. Don't know/ Not applicable M Governance M Social Environmental

The perception of sustainability might bias experience

. . . s T . . Focus of customer sustainability demands (% of respondents)
It could be discussed whether previous perceptions about the definition of sustainability biases the discussions and survey results on what

topics are the most requested by customers. Business ethics policies 28.00%

In the survey, despite the overwhelming focus on the environment in the diagram to the right, when asking about specific requests, social
and governance aspects are ranked atthe top - above any environmental topics. Business ethics policies are ranked highest, followed by
occupational health and safety.

Occupational health and safety I 74%
Data protection and confidential... EEEEEEEEEEEEEE  62.00%

. . . o . . L . Management of suppliers IEEEEEEEGGG—G—G——————— 56.00%
Thus, it can be discussed whether companies equate sustainability with environmental aspects, missing the broader definition of

sustainability to also include the social and governance perspectives. Environmental certifications (e.g. 1SO... 0.55
. L . . . - GHG Emissions (scope 1, 2, 3) 0.51

In this report, the lack of overall awareness of sustainability is highlighted. The experienced challenge of separating betwe en sustainability

and the environmental dimension adds to the conclusion that there is a need to increase the knowledge and awareness about Working hours ~ EE—— 50%

sustainability in general, and from a business opportunity perspective in particular. Sustainable production processes 0.5

Child labour NN 43%
0% 20% 40% 60% 80% 100%

M Governance M Social Environmental
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The type of sustainability requests received from customers varies with

company size

The study indicates that customers’ top demands include environmental certifications, occupational health and safety and business ethics
policies.

Focus of customer environmental demands (% of respondents)

GHG Emissions (scope 1, 2, 3)

34%

61%
Large companies experience more sustainability demands than SMEs. Environmental certifications (e.g. 1O.. S 509,
Sustainable production processes daden 539,
Environmental demands Tracability of sourced materials Sl 149
Sustainable products/packaging 36% 44%
Analysing the survey results of all companies, environmental certifications such as I1SO 14001 are the most frequently requested by Product environmental declarations (e.g.... e 37%
customers. However, the study reveals significant differences between large companies and SMEs. Large companies show greater Climate-risk assessments 30% 36%
familiarity with demands related to GHG emission data and calculations compared to smaller firms. Considering the evolution of EU Don't know/ Not applicable  fam 1%y
legislation, particularly the CSRD mandating GHG calculations for many companies, customer demands for collecting and reporting GHG e | 33{/0
emissions will likely increase. Therefore, it is crucial for SMEs to prepare themselves to capitalize on the business opportunities that will
arise. Focus of customer social demands (% of respondents)
Moreover, requests for emission data seems to be notably more prevalentin developed economies such as Tiirkiye, Colombia, and South Occupational health and safety o 75%
Africa, in contrast to less developed markets like Eastern Africa, wherein certifications remain popular. Labour practisesin your supply chain == 54%
Child labour 377 54%
Social demands Working hours bl %5 5704
. o . . . Adequate wages fkiom 509,
Occupational health and safety is highlighted as the most common customer request on social sustainability across all markets. Social dialogue with own worforce ™ .
Large companies generally have more experience in addressing specific social customer requests, particularly regarding value chain due Forced labour i 45%
diligence, as highlighted by their responses on "labor practices in your supply chains.” In contrast, SMEs typically face fewer customer Reported harassments = 42%
demands on many social topics. However, with legislation like the CSDDD, social requests from customers are likely to rise. Therefore, local Diversity indicators dal 0%
firms must increase theirawareness of these potential future demands. Other mmm 46,
Don't know/ Not applicable mmm 5%
Governance demands Focus of customer govemance demands (% of respondents)
Business ethics policies e — 82%
Business ethics policies seem to be the most common governance sustainability demand from customers. Data protection and confidential information Sbdem 5o,
Management of suppliers 427% 64%
In line with environmental and social requests, there are differences between large companies and SMEs. Not surprisingly, customers PN S S SO 2% -

seem to have higher demands on large companies for management of suppliers and protection of whistle-blowers. As the demands grow

Reported violations m—fio g,
e ——— ) 55,
Animal welfare policies —m—10%0,
Don't know/ Not applicable mmmmm 3%
Other m 1%

for sustainability in general, it can be expected that the requests on SMEs on governance issues might increase over time. B T Ry e

ESG in Emerging Markets SME ™ Large Corps
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New sustainability customer demands are set to influence business

operations

The study indicates that most companies expect their operations to be significantly impacted by customer sustainability demands. While
many emphasize the potential business opportunities, 49% also perceive these demands as concurrent trade barriers. Both large and
smaller companies anticipate substantial effects, with larger companies generally more optimistic about the outcomes.

Most companies estimate that customers sustainability demands will have an impact on their operations

Most companies argue that the sustainability demands from their customer will have an impact on their business operations, necessitating
the development of new production processes, technological advancements as well as rigorous sustainability compliance measures.
Interestingly, there are minimal discrepancies between large companies and SMEs; 67% of surveyed large companies report a relatively
high or significant business impact, while 61% of SMEs share this sentiment. While focus group interviews consistently highlighted that
SMEs, which struggle with resources, will primarily bear the negative business impacts of new demands, it was also noted that SMEs may
have less export exposure to the European market. Hence, they might be less affected by any new requirements.

Both large and small firms also emphasize that new sustainability demands will resultin improved working conditions for employees and
more attractive companies.

Most companies see potential in new sustainability demands but also recognize associated trade barriers

When discussing whether the business impact is positive or negative with companies, the answer is dual. Most companies consid er it to be
a business opportunity. However, many also see it as a trade barrier at the same time.

Large companies are the most positive, with focus group interviews indicating expectations of market consolidation that could lead to new
business opportunities. Similarly, companies are increasingly recognizing the shift of finance towards sustainable business models, thereby
identifying emerging business prospects.

SMEs also exhibit positivity, acknowledging potential business opportunities in sustainability, despite concerns over potential trade

barriers. This latter view was particularly reinforced in many focus group interviews when discussing the specifics of new European ESG
legislation.

ESG in Emerging Markets

Expected business impact of sustainability demands (% of respondents)

3% M 1 = No business impact

2
8% 22% 3
m4
M 5 = Significant business impact
Don't know / Not applicable
0% 20% 40% 60% 80% 100%

Perceived business impact of sustainability demands (% of respondents)

5% 7%
As atrade barrier
As abusiness opportunity
o B Both
Don't know/Not applicable
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Companies foresee both positive and negative effects of customer

demands

The study indicates that companies predict both positive and negative impacts on their business from increased demands. The impacts
include enhanced brand, increased sales, and increased costs.

However, despite the companies’ positive outlook on increasing demands, they also highlight a risk of changed export markets due to high
demands.

Companies predict enhanced brand, increased sales, and increased costs

Zooming in on the predicted consequences on the company operations from the sustainability demands, positive and negative aspects are
highlighted in the study.

Enhanced brand, increased sales and increased costs are considered the main business impacts. Large companies consider enhanced brand
and reputation as a more likely effect compared with SMEs, with focus groups interviews indicating that larger companies better
understand how an improved reputation leads to better access to finance, new customers, and skilled employees.

Many companies predictincreased costs. Therefore, to ensure that the companies’ positive outlook remains, it is important to strengthen
and prepare the companies to minimise the negative impacts of potential increased costs and trade barriers.

Risk of changed export markets due to high demands

Even though many of the companies are positive about potential business opportunities coming with increased demands, there is also a
fear among the companies of increased trade barriers.

The findings that companies have both positive and negative outlooks on how their business will be impacted by demands were confirmed
by the discussions in the focus group. Companies even highlighted the fear of demands becoming so high and complex that companies
eventually choose to export and collaborate with other markets than the EU which apply less stringent sustainability demands. Ultimately,
this could lead to geopolitical shifts in global trade patterns.

Such a development would have detrimental implications from multiple perspectives. The EU's sustainability ambitions aim to drive
positive change along its companies' value chains. However, if value chain actors opt for other markets, it will not only pose significant risks
for European companies in securing their supply chains, but also hinder global sustainability progress.

ESG in Emerging Markets

Expected effects of sustainability demands (% of respondents)

51%

Enhanced brand/reputation
I -

49%

Increased sales/business opportunities
I s

46%

Increased costs
I o

29%

Internal organisational challenges
35%

Difficulties to do business with international 35%

companies (trade barrier) _ 31%

9
Don't know/ Not applicable . 2;’
b

1%

Other
| 1%

0% 20% 40% 60%

SME M Large corps

80%
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Ownership-structures affect customer demands

The. study indicates that foreign-owned companies seem to receive more specific customer requests on sustainability compared with locally-owned on all three dimensions of sustainability.

In addition, locally-owned firms are less optimistic about enhanced brand from demands

Foreign-owned companies receive more specific customer requests on sustainability
compared with locally-owned

In general, foreign-owned companies seem to receive more specific customer requests on sustainability compared
with locally-owned. This is accurate for all three dimensions: environmental, social, and governance.

On the environmental side, examples of aspects where fully foreign-owned companies stand out compared with the
other categories are requests for GHG emissions data and calculations as well as environmental certificates.

The locally-owned companies state that they receive more demands on sustainable packaging compared to the
average company. Joint ventures receive instead a low number of requests on traceability. However, this could be
affected by alower number of participants in the study from joint ventures.

In the focus group interviews, itis highlighted that value chains with complex structures and many small firms will
most likely have more difficulties to meet the demands. Value chains with few and large companies, such as mining,
are probably more ready to meet the demands of their customers.

ESG in Emerging Markets

Locally-owned firms are less optimistic about enhanced brand from demands

Locally-owned firms are less optimistic about some of the potential benefits of customers’ growing sustainability
demands. The biggest difference compared with the other categories of companies is the outlook of enhancing brand
and reputation. Even if 51% agrees with the statement that customers’ impact will enhance their brand and
reputation, itis still significantly lower than the 68% of the companies having full foreign ownership.

It is interesting, though not surprising, that the perceived opportunities for gaining business through positive
branding diminish as the market focus shifts away from the EU and international markets. Derived from the focus
group interviews, it remains clear that locally-owned firms experience less customer sustainability pressure from
domestic markets, resulting in less recognition and reward for their sustainability efforts. As a result, the business
case for sustainability becomes less visible and more doubtful.

Following the above, many locally-owned firms perceive sustainability initiatives as acts of "doing good," primarily
undertaken by large corporations, rather than as genuine business opportunities. While the long-term perspective is
shifting and locally-owned firms are beginning to experience increasing sustainability pressure, the significant push
and reward for sustainability efforts have yet to materialize, leading to less optimistic outlooks.
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FINDINGS & RECOMMENDATIONS

Readiness
& Support

Companies were asked about their experience
with current and future sustainability
demands, barriers faced, and the need for
support in working with sustainability.
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Key take-aways from Readiness & Support

This section focuses on the findings of the theme of readiness and support across geographies. On this slide, key findings on readiness and support are presented.

Companies have moderate experience in SMEs need more experience to prepare for Lack of resources, knowledge,

meeting current sustainability demands 1 future sustainability demands 2 and finances limit sustainability progress 3
The study indicates that non-EU companies have moderate SMEs generally exhibit less experience in addressing specific The study identifies lack of resources, knowledge, and financial
experience in meeting current sustainability demands. With an sustainability requirements compared to larger companies, as primary barriers hindering companies’ progress on
anticipated increase in sustainability demands, driven primarily emphasizing the need to enhance their capabilities to prepare sustainability. Financial limitations pose challenges in affording
by upcoming EU legislation, companies must significantly for and capitalise on any business opportunities. In contrast, necessary resources and building essential knowledge and
improve their capabilities to meet these upcoming requirements. larger companies demonstrate greater readiness, having competencies. While there are small differences between SMEs
The study also highlights a readiness gap between large established processes and resources to manage sustainability and large companies in their perceived barriers to sustainability
companies and SMEs, with larger companies generally exhibiting practices. However, both large companies and SMEs face progress, both face similar challenges related to resources,
greater experience in sustainability practices. This gap suggests significant challenges when it comes to collecting and reporting knowledge, and financial constraints.

that larger firms are better equipped to handle the sustainability data from their value chains.

demands from international and EU counterparts.

Trade and business associations
Companies need more knowledge and can play an important role in accelerating Readiness and support needed vary by
support to benefit from the opportunities 4 sustainability progress 5 industry and value chain characteristics

Companies, particularly SMEs, face challenges in staying updated Given the limited financial resources of local firms, particularly Smaller companies typically demonstrate lower readiness in

on international legislation while also navigating national laws, SMEs, and the general heavy reliance on external consultants for addressing ESG issues compared to larger firms. This readiness
customer demands, and voluntary frameworks. This study gaining access to sustainability knowledge, trade associations, gap underscores varying support needs across industries and
highlights a critical need for enhanced knowledge about and business networks play in supporting local firms on value chains. Sectors dominated by small companies, such as
international legislation and hands-on support tools. While sustainability initiatives. Not only can they provide crucial agriculture, require targeted assistance due to limited

financial support remains a key priority for both small and large expertise and knowledge on international legislations, but also sustainability resources. Moreover, companies involved in
firms — somewhat higher for small firms - these other factors are help lowering existing financial barriers to sustainability progress complex value chains with numerous small actors encounter
seen as even more crucial. Nonetheless, lowering the financial through training and industry-wide upskilling efforts. In challenges in implementing due diligence and sustainability
barrier to sustainability progress will be a key priority going comparison to large firms, SMEs express a stronger desire to reporting, necessitating comprehensive training throughout the
forward. utilize associations and networks for sustainability support. entire value chain to enhance skills at all levels.

ESG in Emerging Markets
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Companies have moderate experience in meeting current sustainability
demands

The study indicates that non-EU companies possess moderate experience in meeting current sustainability demands but need to make

significant improvements to meet upcoming requirements. It also highlights that large companies generally have more experience in this
regard compared to SMEs.

Experience in working with sustainability demands (% of respondents)

Room for development regarding local firm’s experience of addressing sustainability demands

18% 31% 24%
The study highlights that non-EU companies seem to have moderate experience in meeting sustainability demands. Only 38% of the
survey respondents state to be relatively or highly experienced in the matter, indicating room for development.
These findings are also supported by the discussions in the focus groups interviews.
0% 20% 40% 60% 80% 100%

Since the study also indicates that there will be an increase in sustainability demands, partly due to new and coming EU legislation that is

yet to fully effect the companies with full effect, companies must gain more experience to fully benefit from the potential benefits and
business opportunities.

Larger companies have more experiences than SMEs Experience in working with sustainability demands (% of respondents)

The study shows that larger companies are more experienced than SMEs regarding sustainability demands. From the survey, the average

R . R . . . . SME 21% 33% 16%
experience for SMEs is 2.8 on a scale from 1 to 5, while large companies have an average of 3.3. This supports the hypothesis regarding
large companies having a larger readiness to meet the growing demands from international and EU companies.

Thes.e ﬁndlngs highlight a.need for particular Sl;J ppor‘tfor SMEs. S.upp'o'rt for SME.s isnotonly |m.portant for the specific compa'm(fs, but also Large corps 15% 30% 30% -
crucial to achieve the desired effects of the EU’s legislative sustainability push. Since SMEs are important parts of EU companies’ value

chains, it is key that SMEs are progressing and develop towards sustainability for EU companies to achieve their sustainability goals.

. . . . o 0% 20% 40% 60% 80% 100%
EU companies rely on SMEs to collect and report data for their own reporting. Therefore, for the market to advance in sustainability
reporting as envisioned by the EU, SMEs in non-EU countries must acquire additional experience.

® 1=No/limited experience 2 3 4 m 5=Highly experienced
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SMEs need more experience to prepare for future sustainability

demands

The study shows that SMEs generally have less experience with specific sustainability requirements, underscoring the necessity for

enhanced capabilities to capitalize on future business opportunities. Both large companies and SMEs find collecting and reporting data
from the value chain challenging.

Generally lower experience among SMEs on specific sustainability demands
The study indicates that SMEs have generally lower experience regarding specific sustainability demands.

The survey results highlight that there are no large differences in experience for SMEs between the different topics. The biggest differences
between SMEs and large companies are on the topic of collecting and reporting environmental data; 64% of the large companies report to
be relatively or highly experienced, but only 32% of the SMEs.

Focus group interviews revealed that smaller firms not only lack access to information channels needed to build capacity but also face
financial constraints that prevent them from hiring external consultants and investing in new capabilities - as larger firms - to address

sustainability demands. As a result, sustainability is often seen as a costly attribute that primarily larger companies can afford and turn into
a competitive advantage.

Collecting and reporting value chain data highlighted as difficult to achieve

The study highlights challenges of collecting and reporting value chain data. In the focus group interviews, participants expressed that even
for large companies working with data for their own operations, they struggled with collecting and reporting data for the value chains,
mainly upstream data. For SMEs, the issues with value chain data were even more challenging than for large companies.

The EU’s sustainability legislations, including the CSRD, EU Taxonomy and CSDDD, expand the focus on companies to take responsibility for
its value chains beyond the companies’ own operations. The legislations also emphasise collecting and reporting data from their value
chains, including upstream data on topics such as GHG emissions, working conditions and circularity.

With a growing focus on collecting and reporting data from the EU, to benefit from future business opportunities and not lose business to
competitors from other markets, the companies must overcome the challenges of data from the value chains.

This highlights the need of supporting companies with their management and practices of supply chains. It is important to enable
companies to meet their customers’ demands of value chain data and practices.

ESG in Emerging Markets

Experience in working with specific sustainability demands (Average on a scale of 1 —5)

Sustainable production processes (e.g. minimising CO2- 2.7

emissions) ¥

2.9

Sustainable/green products (e.g. sustainable materials) _ 32

Duediligence processes (managing actual and potential 2.8

negative impact environment and people) I -

2.7

Collecting and reporting governance data _ 35

2.8

collectingand reporting socialcate . N : 5

2.8

Collecting and reporting environmental data _ 37

SME M Large Corps

1 =No/limited experience
5 =Highly experienced
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Lack of resources, knowledge and finances limit sustainability progress

The study indicates how lack of resources, knowledge and finances are considered key barriers, and thus, limit sustainabilityprogress for
non-EU companies. It also shows small variation between large companies and SMEs on this matter.

Lack of resources, knowledge and financial constraints are key barriers for companies

The study identifies several barriers hindering progress on sustainability. The studied companies argue that key barriers ind¢ude lack of
resources, knowledge, and financial constraints.

With financial constraints, it is difficult to afford the resources needed as well as to build knowledge and attract the right competencies.
These findings highlight the need for support that builds and gives access to knowledge and resources, e.g. through trainingand networks.

Considering the importance of support from management for companies’ sustainability progress, it is interesting that supportfrom
management is not considered a key barrier for the companies in the study. That is positive for the companies’ possibilitiesto benefit from
coming business opportunities.

Small variations between large companies and SMEs’ barriers to progress

The study shows that there are small variations between SMEs and large companies regarding barriers to sustainability progres. The study
indicates that lack of resources, knowledge and financial constraints are top barriers for companies regardless of company ste.

The most significant disparity between the two company sizes lies in the perception of physical infrastructure as a barrier,which SMEs
view as more problematic compared to larger firms. This discrepancy may stem from sectorspecific differences, whereas industries like
agriculture — mostly populated with smaller firms — experience that physical support structures are more limited.

Overall, both large and small firms indicate that obtaining support from management is nota challenge when driving sustainatility efforts.

ESG in Emerging Markets

Perceived barriers for progress in sustainability work (% of respondents)

Resources
Knowledge/skills

Financial constraints
Technology

Physical infrastructure
Support from management
Other

Don't know/ Not applicable

. 56%
I, 55%
I 51%
I——— 38%
— 27%

I 11%

4%

3%

Perceived barriers for progress in sustainability work (% of respondents)

Resources

Financial constraints

Knowledge/skills

Technology

Physical infrastructure

Support from management

Don't know/ Not applicable

Other

59%
I mm—  53%
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Companies need more knowledge and support to benefit from the

opportunities

The studied companies wish to receive support with increased knowledge about international legislation, hands-on support, and support
with concrete tools. While financial support remains a key priority for both small and large firms, these other factors are £en as even more
crucial. Lowering the financial barrier to sustainability progress will be a key priority going forward.

Knowledge about international legislation as well as hands-on support and tools highlighted as wanted support
measures

It is a challenge for non-EU companies to be updated on EU legislation while also making sure to have knowledge about national laws,
legislations from other regions, voluntary frameworks and other demands from customers.

In the focus group interviews, the challenge of gaining access to knowledge about international legislation has been discussel. In general,
there are few national experts with deep insights into international regulatory requirements and their implications for localfirms.
Continuing, according to the interviews, the local consultants often do not have enough knowledge about international and EUlegislation
to support local companies.

Thus, to ensure that local firms can benefit from growing sustainability opportunities and for EU companies to get access tothe supply
chain data they need to make their sustainability transformation, business associations and other networks have a crucial rok to play.

SMEs wish also for financial support

In addition to knowledge about international legislation as well as hands-on support and tools, SMEs also express a wish for financial
support.

As explained on the previous page, financial constraint is considered a key barrier for both large companies and SMEs. Both groups of
companies express a wish for financial support, butit is a more prioritised question for SMEs than for large companies due to the general
lack of resources. Focus group interviews underscored that this challenge is closely linked to demonstrating the business case for
sustainability and providing financial incentives for sustainability initiatives. Addressing these concerns and reducing the financial barriers
to sustainability progress will be a critical priority moving forward.
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Needed areas of support (% of respondents)

More knowledge about international legal requirements [ NN 1%
Practial hands-on support to drive internal sustainability initatives NN 50%
Technical support (e.g. tools and platforms) _ 53%
Financial support [N 44%
Increased collaboration with trading partners _ 33%

other W 2%

Don't know/ Not applicable 1%

SME-specific needed areas of support (% of respondents)

More knowledge about international legal requirements 59%
Practial hands-on support to drive internal sustainabil ity initatives 54%
Financial support 49%
Technical support (e.g. tools and platforms) 48%
Increased collaboration with trading partners 32%
Other 2%

Don't know/ Not applicable 1%

SME
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Trade and business associations can play an important role in

accelerating sustainability progress

The study highlights that companies often seek support from external consultants, associations, and networks for sustainability matters.
Due to their constrained financial resources, SMEs have less ability to access sustainability knowledge through external consultants. In this

context, trade associations and business networks play a crucial role in supporting local firms for sustainability progress and meet any new
upcoming demands.

External consultants, associations and networks are key for enabling companies to benefit from opportunities

The study shows that local firms turn to external consultants, associations, and networks for support on sustainability matters. While
external consultants often are used for provide hands-on support on specific requirements, many companies state that trade and husiness

associations not only help provide crucial expertise and knowledge on international legislations, but also forums for information-sharing
and best practise.

As noted earlier, a recurring challenge identified in the focus group interviews is the lack of expertise among local consultants regarding
international legislation. Therefore, many regard associations and networks as crucial players in facilitating access to insights and skills on
this topic.

SMEs rely less on external consultants

The study indicates that SMEs rely less on external consultants than larger companies. Instead, SMEs highlight that they turn to
associations and networks for support with sustainability-related questions more than large companies.

This trend is largely attributed to SMEs having fewer financial resources dedicated to sustainability efforts and their greater need for
financial support to overcome barriers to progress. Consequently, due to the high costs associated with using external consultants, SMEs
are expected to utilize them less than larger companies. Trade and business associations can therefore play a pivotal role for such firmsin
mitigating existing financial barriers to sustainability progress through training, knowledge sharing, and industry-wide upskilling initiatives.
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Sources of knowledge and support (% of respondents)
External consultants [ 64%
Business/community networks _ 54%
Trade/business associations [ 51%
Internet (desk-top reserach) _ 39%
other M 4%

Don't know/ Not applicable . 3%

Sources of knowledge and support (% of respondents)

Exter nal consultants o 737

Business/com munity networks | 2]

' e 3%
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Readiness and support needed vary by industry and value chain

characteristics

Given the lower readiness among smaller companies to address ESG issues, itis evident that the necessary support varies across industries and value chains. Sectors with numerous small entities, such as agriculture, may require targeted
assistance due to the generally more limited resources available to prioritise sustainability work. Similarly, companies operating within complex and extended value chains face challenges in implementing due diligence processes and embedding
sustainability reporting practices among their sub-suppliers. Comprehensive value chain training will be crucial to ensure upskilling at all tiers.

Industries and value chains with many small actors will be
particularly vulnerable to new demands and will require extra
resources

While general readiness to meet new sustainability demands remains
limited across all markets and sectors, the study highlights the pronounced
vulnerability of smaller locally owned firms, which often face challenges
dueto limited access to capital and expertise. Consequently, industries
with a high prevalence of small companies and a larger dependency of
informal labour, such as agriculture, textile and apparel or food processing,
will need extra support and tailored programmes to improve their
sustainability practices effectively. Identification and prioritisation of
sectors with such characteristics, predominantly found in Eastern Africa,
should involve collaboration with local partner organisations to ensure
targeted support and meaningful impact.

ESG in Emerging Markets

Effective implementation support and best practices
necessitate industry-specific application

Based on varying readiness levels and the unique characteristics of each
value chain, companies in the focus group interviews also sought best
practices tailored to their industries, especially regarding the implications
of new legislation. As a result, there is a clear distinction between general
awareness-raising efforts, which cover policy development and potential
implications, and practical implementation support, which focuses on the
specific adjustments needed within each industry. Going forward, it will be
important to focus on both these parameters to enhance the ESG readiness
level of local firms.

Comprehensive value chain training will be key to respond to
new reporting requirements and embed due diligence work
at all tiers

Based on the interviews conducted, it is apparent that larger local
companies identify embedding sustainability practices across their local
value chains as a critical challenge in meeting new sustainability demands.
This challenge persists even in more mature markets like South Africa,
Tirkiye and Colombia, where large companies face difficulties in
establishing standardised sustainability practices, such as accurate
emission calculations, along their value chain. As such, there is a need to
identify best practise and establishing practical hands-on support for value
chain cooperation.
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FINDINGS & RECOMMENDATIONS

Recommendations

This section focuses on recommendations for
continued progress and support. The section is
focused on three stakeholders; business
associations, European companies, and
European policymakers.
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Recommendations for European Business Associations

This section focuses on recommendations for European business associations to support continued progress and development.

Implement awareness training

Given the low awareness and understanding of ESG and
EU sustainability legislation, there is a strong need to
increase knowledge across all markets. Many smaller
companies find ESG language intimating, and business
association can play an importantrolein bridging this
gap. This involves implementing introductory ESG
training for SMEs to establish a foundational
understanding of what ESG entails and the business
opportunities it presents. Given the significant gapsin
this basic understanding identified in the study,
scalable training programs using digital learning
platforms would be advantageous.

For larger companies and companies with higher
awareness level, advanced trainings are proposed that
focus on upskilling in relation to specific legislations
and ESG areas (e.g., reporting or due diligence). Given
the limited expertise of local market actors such as
consultancies and business organisation — as
highlighted in the study by the companies — upskilling
efforts should also target such local support functions.

ESG in Emerging Markets

Provide active facilitation between local and
European companies

Local companies are clearly seeking more active
dialogue with European customers to interpret new
sustainability demands and obtain best practice
guidance for implementation. Currently, many
companies in emerging markets feel that the demands
are one-sided, with limited understanding of how to
meet these requirements and initiate dialogues with
European companies.

Therefore, there is a pressing need to establish more
forums where European and local business associations
can facilitate direct contact between businesses in their
respective markets. This underscores the necessity for
active partnerships between European and local
business associations.

09 o0
()

Establish digital support centres

To enhance support effectiveness and increase
accessibility to a wider range of companies,
implementing digital support centres that operate
across markets is recommended. Many smaller
companies struggle with resources and the heavy
reliance on external consultants to address
sustainability demands make sustainability work an
expensive trait. Therefore, there s a significant need
for affordable solutions that provide access to
knowledge and best practices.

Such centres would provide timely updates on new
requirements, inter pret legislation, offer basic training
modules, and equip companies with tools for meeting
customer demands, including standardized emission
data collection and reporting. The solution could be
easily scaled across markets, with local adjustments to
be made where necessary.

Provide value chain training

To integrate sustainability practices and mitigate risks
throughout the value chain, it is crucial to identify best
practices and establish practical, hands-on support for
fostering cooperation within the value chain.

It has been observed that even larger companies face
challenges in building ESG capacity throughout their
local value chains and ensuring consistent sustainability
standards and data collection methods across all
involved parties. This is especially pertinent for
complex value chains and sectors that involve
numerous SMEs with limited capabilities to address
ESG issues.

Companies accordingly seek sector-specific value chain
training that effectively assesses the implications of
new legislation and reporting requirements. Such
training should involve both European and local actors.

Ly
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Recommendations for European Companies

This section focuses on recommendations for European companies to support continued progress and development.

Assess value chain readiness

Considering the low readiness of value chain actorsin
emerging markets to meet new sustainability demands,
European companies must assess their value chains.

Low levels of knowledge and skills or a lack of resources
among local suppliers constitute risks for European
companies, challenging their compliance and their
supply chain management.

Also, EU companies must act upon identified risks
among suppliers, ensuring their sustainability
performance throughout the value chains.

Thus, EU companies must assess their value chains, and
develop strategies to enhance upskilling efforts,
mitigating the risk of non-compliance.

%
—

ESG in Emerging Markets

Scale up communication with local suppliers

Dueto the low awareness among local companies,
European firms need to scale up communication with
their suppliers.

Responding to customers’ demands can be time and
resource-consuming for their suppliers. With a lack of
knowledge on the topic, customer demands can be
difficult to interpret for local companies.

EU companies must be clear with their demands and
clarify their expectations. Otherwise, there is a risk that
local suppliers cannot meet their requests.

Thus, EU companies must support their non-EU
suppliers by proactively communicating their
anticipated demands, clarifying expectations, and
assisting in interpreting requirements for effective ESG
implementation.

Prioritise value chain training and establish best
practice together with business associations

Given the low readiness level for meeting new ESG
requirements and the value chain focus of recent
legislation, European companies must cooperate with
business associations and prioritise training across the
entire value chain, extending beyond their tier 1
suppliers.

Considering the increased co-dependency for
companies across value chains, the whole supply chain
mustincrease their knowledge and skills and ensure
that all actors pullin the same direction.

Therefore, establishing best standard practices for
effective data gathering across all tiers is crucial. Best
practice and standardised methods, can also act as
support for suppliers, guiding them on how to meet
their customers’ sustainability demands.

Collaborate long-term with key suppliers

As suppliers’ lack of awareness and resources are
highlighted in the study as a risk for EU companies,
they should initiative and develop long-term
collaborations with their suppliers — in particular, with
key suppliers providing crucial materials, or where
thereis a lack of alternative suppliers.

The study highlights thatlocal companies are
enthusiasticabout improving sustainability efforts and
capitalizing on new business opportunities, yet they
need assistance and time for the transition.

Therefore, European companies should establish long-
term partnerships with their suppliers, recognising that
the shift towards sustainable practices takes time. EU
companies should consider the progress of their value
chains’ sustainability performance as a long-term
journey. EU companies should support their key
suppliers long-term to achieve progress and enable
data collection.
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Recommendations for European policymakers

This section focuses on recommendations for European policymakers to support continued progress and development.

Allocate resources for enabling just transition in non-
European markets

To assist European companies in reducing their
negative impacts across the value chain and
transitioning towards sustainable practices and
business models, resources should be mobilised to
companies outside the EU to effectively achieve
desired sustainability targets.

The study has indicated that the lack of ESG capabilities
in non-European markets poses a risk to European
companies and their sustainability trajectory. It also
demonstrates that without adequate financial
incentives to reduce the barriers for costly
sustainability upgrades in emerging markets, progress
amongst local companies will become delayed.

Accordingly, European policymakers need to allocate
just transition resources and financial incentives to
value chain activities outside of Europe to achieve the
desired sustainability goals.

L
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Prevent legislation from becoming trade barriers

It is important to recognize thatthe EU's rising
sustainability demands have significant implications for
trade. As highlighted by the study, many companies
perceive the new sustainability legislation as potentially
becoming a trade barrier, given the limited readiness of
local firms. Ultimately, this situation may lead to shifts
in geopolitical trade patterns.

To prevent this, European actors should actively work
to raise awareness about anticipated new demands and
also provide implementation guidance to non-
European counterparts. Sustainability should
accordingly be integrated into existing trade
negotiations, becoming an integral part of all bilateral
or multinational trade discussions.

By fostering collaboration and providing tangible
support, policymakers can help align global trade
practices with evolving sustainability standards,
facilitating smoother transitions and reducing the risk
of trade disruptions.

Share information about EU legislation and establish
support centres

As highlighted by the study, there is a strong
information gap between the EU and markets outside
of the EU, concerning both the awareness of the
legislation and its potential implication. For enabling
non-EU companies to meet customer demands, and
benefit from business opportunities, the information
gap must decrease.

Policymaker should actively direct resources to
improve information channels in non-European market,
such as support centres or resource allocation to local
business organisations.

It is important to highlight that sustainability is an
important part of trading. With increased ESG
legislation from the EU, sustainability will become an
even bigger part of trading relations.

Therefore, European policymakers must prioritise
overcome the existing information gap.

Consider just transition mechanism

Given the low readiness of companies in non-EU
markets, policymakers should carefully consider how to
provide implementation guidance that allows for
phased-in periods and helps companies align EU
sustainability demands with local sustainability
priorities.

Companies in the study request flexibility in the
legislation to account for local contexts and
sustainability agendas — wherein sustainability
priorities often need to be merged with local
developmental goals.

Therefore, European policymakers should incorporate
just transition mechanisms into existing frameworks,
striving to include all companies in the sustainability
transition, including locally-owned SMEs in emerging
markets with limited awareness and resources.
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Summary of maturity and support trends for all markets

Based on the study results, several overarching maturity trends and categorisations emerge, which can serve as a framework for assessing needs, organising support interventions, and guiding

future work.

South Africa, Tiirkiye and Colombia

South Africa, Tlrkiye, and Colombia emerge as the most mature markets in
terms of ESG readiness. Domestic sustainability reporting frameworks
enhance overall reporting capabilities in each country, and all have adopted
policies influenced by existing EU legislation. Despite this maturity,
companies still require effective support to meet upcoming demands,
particularly in relation to implementation guidance, advanced ESG skills
training and technological support.

A significant challenge identified by larger companies in all three markets is
obtaining data from smaller suppliers, which requires further attention.
Accordingly, the companies stress awareness-raising interventions for
SMEs and value chain training to meet new sustainability demands.

Additionally, ensuring sustainable production processes, such as minimizing
CO2 emissions and producing sustainable products, remains a significant
challenge. These difficulties are especially pronounced in Tiirkiye and South
Africa, underscoring the complexities introduced by the CBAM and
emphasizing the necessity for best practices and technological support.

Moving forward, taking these factors into consideration will be of highest
importance for guiding implementation and capacity-building programs

effectively. ?o ;

ESG in Emerging Markets

India and Vietnam

The study results from India and Vietnam are somewhat divided and
require closer examination. While survey data indicates a medium ESG
maturity, likely influenced by a skewed sample biased towards construction
in India and textiles in Vietnam, interviews and desk research provide a
more nuanced perspective.

Despite the survey results, India is likely to demonstrate higher ESG
maturity than most markets due to its adoption of several legislative
frameworks similar to those in the EU, which require companies to
incorporate ESG factors into their business operations. In contrast,
Vietnam's ESG maturity varies significantly across sectors, depending on the
extent of their export ties with the EU.

While both countries actively participate in ESG discussions, their limited
familiarity with EU legislation and its implications highlights the need for
targeted training and advanced sessions focused on implementation
guidance. This includes initiatives such as value chain training,
technological support, and the development of tools and platforms aimed
at enhancing skills and effectively addressing emerging sustainability
challenges. This is especially evident regarding environmental issues,
presenting a significant challenge for companies in both countries to

address successfully. \O

Eastern Africa and The Philippines

Eastern Africa and the Philippines emerge as the least mature ESG markets,
exhibiting a very low readiness to meet both existing and upcoming
sustainability demands. Both survey results and focus group interviews
highlight significant knowledge gaps regarding general ESG awareness and
EU legislation. Implementing broad-based basic ESG training alongside
awareness-raising interventions focusing on EU legislation will therefore
be the highest priority going forward.

Due to limited local ESG requirements and less demand from local
customers, there is a strong need to highlight the business case for
sustainability, particularly to assist smaller firms in prioritizing and engaging
with ESG issues. Such initiatives should include providing financial
incentives and highlighting new export opportunities. Foreign businesses
and trade organisations play a crucial role in reducing financial barriers for
these firms.

Targeted industry training and awareness campaigns should prioritise
firms operating in key export sectors with a significant number of SMEs,
such as agriculture. In this context, simplified value chain training could
prove effective in addressing challenges related to reporting and ensuring

due diligence processes across all tiers.
o2 ]
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Colombia | Local Market Con

Overview of existing ESG landscape and local market conditions

e Colombiaisa top economic performer in Latin America, emphasising
balanced growth alongside environmental, climate, and sustainability
targets.

e Colombiais considered a beacon in Latin America in relation ESG
understanding and reporting. The country has developed a local green
bond market and adopted a green taxonomy, integrating ESG factors
into financial sector guidelines.

* Colombiais committed to reducing greenhouse gas emissions, achieving
carbon neutrality by 2050, and implementing sustainability criteria in
infrastructure projects through public-private partnerships.

IICompanies approach sustainability for diverse reasons, and we can see differences deepening on factors

such as sector and size.

Going forward, incorporating biodiversity into ESG considerations will be a challenge, alongside unaddressed

gaps in social aspects.

Even though awareness of these issues is growing among companies, the primary obstacle remains the lack of

capacity and expertise, often constrained by financial resources.

| Country Deep Dives

ditions

*

ANDI: Asociacion Nacional de Empresarios de Colombia

ESG in Emerging Markets

Appendices

The EU is Colombia’s second largest export partner, constituting

Key exports from local markets to the EU

9,46
3%
3%
3%

15% of total exports.

Key exports from Colombia to Europe include:

9%
Natural resources stand for 56% of exports, including various
mineral products, mineral fuels as well as coal.

Agricultural products: The agricultural sector stands for 26% of
which vegetable products, including coffee, is a large part.

26%

Stone and metal products stand for 9% of exports, of which a
majority is pearls and other precious metals such as gold, as
well as goods made of base metals.

Colombian suppliers also provide the European market with
goods such as glass and various non-classified products as well
as processed foods.

Other
\ Processed foods incl. tobacco
Other manufactured goods

Stone and metal products

Argicultural products

Natural resources

Exports to Europe, share (%) and

total € billion
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Colombia| Awareness & Prioritisation

Colombian companies are already prioritising sustainability in their strategies, with support from a

national institutional framework, but more awareness is needed about the specific requirements from EU
How well is your company aware of the EU's new sustainability related legislative developments?

legislation.
* Colombian companies exhibit a limited understanding of EU ESG legislation, in line with the average of the study. Only 28% 5
of the companies state a relatively high/high awareness of the existing legislation, while 42% state no/limited
understanding. CSRD remain the most well-known legislation with 38% of the company's stating recognition, followed by 4
CSDDD (29%), Taxonomy (22%) and EU deforestation regulation (21%).
3
* Colombian firms prioritise sustainability more significantly than firmsin the other studied markets. It was emphasised that 5
their sustainability efforts are aligned with strategic priorities at the group level, influenced by public expectation, sales
opportunities and regulatory compliance requirements. 1
* Inaddition to the above, there is also a strong institutional support underpinning companies' sustainability initiatives. This (€] cliilol ] HeE O Sy
includes Colombia’s commitment to global initiatives, the introduction of a new regulatory framework adhering to
international standards, the implementation of new reporting standards and green taxonomy criteria, and the integration
of ESG principles into the financial sector, making sustainability crucial for accessing finance.
+  Following the above, 97% of the Colombian companies expect to scale up sustainability work in the coming three years. How does your company prioritise working with sustainability today?
* Inline with the general observations in this study, focus group interviews highlighted a vulnerability among smaller firms 5 46
with limited resources. Sectors such as agriculture are affected due to the high number of small firms, complexvalue chains 4
and reliance on informal labour - and does as such require closer scrutiny. 4
3
2
1

Colombia Rest of the study

ESG in Emerging Markets Resultsbased on 100 completed and 36 partially completed survey responses
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Colombia| Customer Demands & Business Impact

Most surveyed companies have noticed a rise in sustainability demands, particularly environmental

demands. . . . S
To what extent has your company experienced an increase in sustainability-related demands
or requests from customers over the last few years?
*  While 75% of surveyed Colombian companies report ongoing sustainability demands from customers, 68% have seen an 5
increase in these demands. This suggests that nearly all companies exposed to sustainability demands have noticed arisein 38
such expectations. 4 3.5
* Environmental demands are the most frequent, emphasised by 78% of the companies. These demands largely pertain to 3
providing GHG emission data, obtaining environmental certifications and implementing sustainable production processes. )
Despite Colombia's large agriculture sector and the introduction of EU deforestation regulations, only 16% of companies
have received demands for traceability of sourced materials. 1

¢ Occupational health and safety, labour practises in supply chain along with diversity indicators dominate social demands, Colombia Rest of the study

whereas governance demands particularly pertain to business ethics policies, data protection and management of
suppliers.

¢ From thefocus group interviews, companies particularly seem to struggle with emission data along with request that

pertain to their own local supply chain To what extent do you already think that customers' sustainability demand will impact your

company?
* Ingeneral, Colombian companies foresee a substantial impact from emerging sustainability requirements, with 78% 5
indicating a high or significantinfluence. While improved brand reputation and better sales opportunities were 4
acknowledged as positive outcomes, particularly in terms of public perception, the firms also highlight internal 4
organisational challenges and increased costs as notable risks, wherein they raise concerns about limited guidance for
responding proactively to new demands. 3
2
1

Colombia Rest of the study

ESG in Emerging Markets Resultsbased on 100 completed and 36 partially completed survey responses



Executive summary | Introduction | EU Sustainability Legislation | Findings & Recommendations | Country Deep Dives | Appendices

Colombia| Readiness & Support

Colombian companies primarily see sustainability demands as a business opportunity but need technical

and practical support to help ensure sustainable products.
How experienced is your company in working with sustainability demands?

*  When assessing their ability to address sustainability demands, Colombian companies perform above the average. Most 5
companies, 54%, see incoming sustainability demands as a business opportunity. Only 5% sees it as a clear trade barrier,
whereas 39% sees it as both. However, from the focus group interviews, it became clear that the understanding of the 4
potential implication of EU legislation remains limited, and companies became more pessimistic following a presentation 3
of each legislation. 3
2

* Reporting capabilities were rated as high, but companies expressed challenges in obtaining data from their smaller
suppliers. Such effects became more pronounced in sectors characterised by many SMEs. 1

* Similarly to other more advanced sustainability economies in this study, such as Turkiye and South Africa, companies cited Colombia Rest of the study

difficulties in ensuring sustainable or green products (e.g., sustainable materials) and production processes.

* Resources, knowledge, skills and technology emerged as the top three barriers to sustainability processes. Interestingly,
financial resources are ranked fourth, lower than the global average. This trend is echoed in companies' predominant
request for technical and practical hands-on support. Seen together with the low prioritisation of enhanced collaboration
with trading partners, suggest that Colombian firms have a stronger grasp of sustainability expectations compared to other

What factors would be valuable for your company to facilitate future progress on
sustainability?

markets, but face challenges in implementing these expectations, thereby emphasising the need for more hands-on

support. Response option Colombia Rest of the study

Practical hands-on support to drive internal sustainability

initiatives 75% 55%

Technical support (e.g. tools and platforms) 70% 49%

More knowledge about internationallegal requirements 54% 62%

Financial support 47% 44%

Increased collaboration with trading partners 14% 38%

Other (comment field) 2% 2%

Don't know/ Not applicable 1% 2%

ESG in Emerging Markets

Resultsbased on 100 completed and 36 partially completed survey responses
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India | Local Market Conditions

Overview of existing ESG landscape and local market conditions

. Indian companies have had a strong focus on energy efficiency since
early 2000s, and this is now evolving into an increased focus on
tackling CO, emissions. This is partly driven by increased regulations,
but also as Indian companies acknowledge need to address ESG issues
to stay relevant and competitive.

. Two important sustainability regulations including the Business
Responsibility and Sustainability Reporting (BRSR) for the largest 1000
listed companies and Carbon Trading Scheme (CCTS) for energy-
intensive.

. It isimportant to note that requirements and level of enforcement of

ESG regulations can vary, as the 28 states implement ESG regulations
differently.

Data collection in relation to ESG is nota concern in India at all, scope 1 and 2 data will for example be
easily collected.

What will be needed is suitable technology platforms and tools to facilitate this for the companies.

- Confederation of Indian Industry, Indian Green Building Council

ESG in Emerging Markets

Key exports from local markets to the EU

The EU is India’s second largest export partner, constituting
16% of total exports.

Key exports include stone and metals products mainly iron and
aluminum products etc. (23%), machinery and electronics
(20%), chemicals (17%), textiles (14%), and natural resources
mainly petroleum and petroleum products (9%).

66,04
4%
3%

5%

14%

17%

Other
Transport

Plastic paper and products

Agricultural products

Natural resources

Textiles, appeal and leather

Chemicals

Machinery and eletronics

Stone and metal products

Exports to Europe, share (%) and

total € billion
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India| Awareness & Prioritisation

More awareness and understanding of EU legislation is needed, targeting SMEs.

How well is your company aware of the EU's new sustainability related legislative developments?

* The Indian companies participating in the study, overrepresented by firms from the construction sector, demonstrate a 5
lower awareness of EU’s upcoming sustainability regulation than average. This may be due to 69% of survey respondents
indicating they currently have no European customers, identified as the primary source of awareness for EU standards in 4

focus group interviews.

* Yet, despite the population bias in the survey responses, the focus group interviews confirmed a profound awareness gap )
in terms of understanding and navigating the newly introduced EU legislation. Many companies cited information overload -
from numerous directives and noted that their customers did not clearly communicate expectations for meeting new
requirements.

India Rest of the study

¢ The most well-known legislation is the CSRD, recognised by 27% of companies, while CBAM, CSDDD, and the EU Taxonomy
are familiar to 15% of respondents. Given the extensive focus on CO2 emissions in India, the low awareness of CBAM is
surprising.

+  Sustainability is a high priority for Indian companies, with 81% of the companies expecting to scale up work in the next How does your company prioritise working with sustainability today?
three years. The main drivers for sustainability efforts are sales and business op portunities, followed by regulatory
compliance and strategic priorities. Interviewed firms also highlighted the significant risks associated with weak ESG 5
performance, further motivating their sustainability initiatives.

* Itisevident thatawareness varies by industry, company size, and ownership, consistent with the overall trends in this
report. Indian companies emphasise that awareness efforts should target SMEs and highlight the need to educate about 3
the broader ESG area, as most companies tend to define sustainability as environmental issues

India Rest of the study

ESG in Emerging Markets Resultsbased on 22 completed and 15 partially completed survey responses
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India| Customer Demands & Business impact

A relatively low proportion of Indian respondents have seen anincrease in sustainability demands

recently, but most expect upcoming legislation to impact their business. ) . ) o
To what extent has your company experienced an increase in sustainability-related demands

or requests from customers over the last few years?

*  While 81% of Indian participants in the study receive ongoing sustainability demands from customers, 38% reported an 5
increase in these demands recently, placing India below the study’s average. Sector and export exposure were identified as
key factors influencing sustainability demands in the focus group interviews. Notably, participants with EU exposure, 4
particularly in the service sector, observed an increase in these demands.
3
* Environmental demands remain the most common, with sustainable production processes, environmental certification and
sustainable products being the top requests. Only 19% of participants had been asked about GHG emissions. 2
¢ Occupational health and safety dominate social demands, followed by child labour and general labour conditions. 1
Governance, business ethics policies, data protection and management of suppliers remain the top three requests. India Rest of the study

¢ 53% of the responding companies anticipate an impact from new upcoming legislation. Optimistically, firms expect to see
more business opportunities and enhanced brand reputation emerging because of increasing sustainability demands.
However, they also anticipate increased costs due to the large-scale capital investments required for green production

processes, with uncertainty about who should bear these costs and whether the necessary financial resources are available. To what extent do you already think that customers’ sustainability demand will impact your

company?
e Additionally, implementing ESG standards at the SME level, which constitutes the supply chain for companies with EU 5
export exposure, will be a challenge, even for the more experienced firms. Focus group sessions revealed concerns that the
awareness gap might lead to a reactive approach to new demands, potentially resulting in negative business impacts. 4
3
2
1

India Rest of the study

ESG in Emerging Markets Resultsbased on 22 completed and 15 partially completed survey responses
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India| Readiness & Support

Indian companies find EU regulations challenging due to stringent and complex requirements and

demand interpretation and more hands-on support from trading partners
How experienced is your company in working with sustainability demands?

* Indian firms exhibit a moderate capacity to meet sustainability demands, aligning with the study's average. While many are 5
adept at meeting basic local ESG requirements, there is a widespread belief that EU regulations are stringent, posing
challenges in meeting environmental demands. 4
*  When evaluating their readiness for ESG requirements, Indian companies face difficulties in ensuring robust due diligence 3
processes throughout their value chains. Focus group interviews highlighted inconsistency in ESG implementation across
many firms. For instance, while impact assessments may be conducted, the execution of action plans often falls short, 2
resulting in outcomes that do not meet desired standards. 1
* Knowledge, skills, financial constraints and resources have been identified as the primary barriers hindering companies India Rest of the study

from responding to sustainability demands. Interviews with local companies underscored significant challenges in
interpreting EU standards within their specific sector and operational contexts, emphasising the need for guidance. As a
result, companies expressed a desire for industry-specific workshops on ESG topics, and sessions on new regulations such

as CBAM, deforestation, CSRD, SFDR and CSDDD. .
What factors would be valuable for your company to facilitate future progress on

* Indian companies emphasised the need for increased collaboration with trading partners — more so than other markets. sustainability’?

This reflects a widespread perception that foreign regulatory requirements are often unclear and complex, causing the Rest of the
need for clarification and interpretation amongst trading partners. Response options India study
* Additionally, Indian companies expressed a desire for practical, hands-on support and technical assistance. This includes . o o
- . " . . . . . . Practical hands-on support to drive internal sustainability initiatives ~ 50% 60%
establishing a "digital support centre" and providing more tangible support in managing CO2 emissions and environmental
data, challenges that many companies face.
& ¥ P Technical support (e.g. tools and platforms) 45% 54%
More knowledge about international legal requirements 50% 61%
Financial support 41% 45%
Increased collaboration with trading partners 45% 32%
Other (comment field) 0% 2%
Don't know/ Not applicable 5% 1%

ESG in Emerging Markets
Resultsbased on 22 completed and 15 partially completed survey responses
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Vietnam | Local Market Conditions

Overview of existing ESG landscape and local market conditions

. The current regulatory landscape targets listed companies, mandating
reports on sustainable development factors. Around 35% of these
companies have met the requirements, while approximately 50% of all
other companies aim to do so within the next few years.

d The Vietnamese market is becoming more competitive with stricter
ESG demands that challenges local companies. This is especially the
case for SMEs, which constitute around 90% of all companies
nationally.

. Companies are relatively used to social impacts, while environmental

factors (mainly GHG) have become a recent focus due to increased
external pressure. Governance aspects are the least incorporated.

I £ME5 often view compliance of ESG regulations as an expensive cost, they do not see the investment
aspect. This perception leads to sustainability being deprioritised.

There is a lack of performance results throughout the years, which creates a lack of proven sustainability
models. The struggles of establishing good governance strategies contributes to this, companies cannot see the

positive returns of ESG initiatives.

- Representative of VCCI, Vietnam Chamber of Commerce and Industry

ESG in Emerging Markets

Key exports from local markets to the EU

The EU is Vietnam’s third largest export partner, constituting
13% of total exports.

Key exports include machinery and electronics (46%), textiles,
apparel and leather, mainly clothing (23%) and stone and metal
products mainly base metals such asiron, aluminium, tin and
tungsten (9%).

50,18

5%
4%

6%

8%

9%

23%

Other

Other manufactured goods

Argicultural products

Stone and metal products

Textiles, appeal and leather

Machinery and eletronics

Exports to Europe, share (%) and

total € billion
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Vietham | Awareness & Prioritisation

A lack of centralized information concerning EU ESG legislation and few mandatory ESG requirements

fuels awareness gap . o -
How well is your company aware of the EU's new sustainability related legislative developments?

* Vietnamese companies show moderate awareness of European sustainability legislation, with 39% indicating awareness of 5
EU regulations. However, 43% report being unaware of any presented regulations, highlighting a significantgap in
understanding the latest EU developments and suggesting potential overstatement of awareness levels. 4
3
* Focus group interviews revealed that the awareness gap is fuelled by a lack a centralised source of information, particularly 3
for small and medium-sized enterprises (SMEs), and there is limited availability of sector-specific information.
2
* Sustainability remains a priority for Vietnamese firms (73%). Many firms however proclaim that the prioritisation of 1

sustainability initiatives depends on the presence of mandatory ESG requirements. Here, the Vietnamese regulatory )
framework is becoming increasingly stringent, albeit still in its early stages. As a result, 86% of surveyed companies expect Vietnam Rest of the study
sustainability to become a higher priority in the coming years.

* Vietnamese companies emphasise sales and business opportunities, alongside increasing customer demands, as primary
drivers for their sustainability efforts. The focus on these demands continues to grow, with companies viewing ESG

initiatives as still in their early stages of development. How does your company prioritise working with sustainability today?

e Ownership structure has also been identified as influential in shaping Vietnamese companies' awareness and prioritisation

of sustainability efforts. Those with foreign ownership highlight investor pressures or headquarters' priorities as key drivers 5

for sustainability initiatives, wherein smaller local companies still struggle with seeing the business case. 4

* Companies express concerns about the lack of consensus and standardised approaches to sustainability practices. This has 3
led to regional differences in awareness and prioritisation levels between Northern and Southern Vietnam, with the more

industrialised southern region being advanced in sustainability efforts. 2

1

Vietham Rest of the study

ESG in Emerging Markets Resultsbased on 90 completed and 75 partially completed survey responses
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Vietnam | Customer Demands & Business Impact

Vietnamese companies report moderate increases in sustainability demands, although they appear to have received a

significant number of requests related to new sustainability reporting practices
To what extent has your company experienced an increase in sustainability-related demands
or requests from customers over the last few years?

*  While Vietnamese companies feel that ESG requirements and demands are still in their early stages, 77% still state that

5
they received ongoing sustainability-related demands. Among them, 61% have noted a significant increase in the extent of
these demands over the past few years. 4
* Environmental concerns are increasingly in demand, focusing on emission data, traceability of sourced materials, 3
environmental certification and sustainable production processes. Surprisingly, climate risk assessments are relatively new,
despite Vietnam's potential vulnerability to climate change. 2
1

* Social requests are notably prevalentin Vietnam, surpassing other markets in the study. 91% of companies surveyed have
received demands related to occupational health and safety, followed by working hours (85%), child labour (81%), social Vietnam Rest of the study
dialogue (80%) and adequate wages (76%). Only diversity indicators seem to be less prevalent amongst all options, with
33% reporting such demands.

* Governance demands are dominated by business ethics policies, management of suppliers and data protection.
To what extent do you already think that customers' sustainability demand will impact your
* The survey responses and the focus group interviews reveal a contradiction: Vietnamese companies report average company?
numbers in terms of receiving sustainability demands, yet many have already been asked to report on key areas related to 5
new sustainability reporting practices.
4
* Unlike nearly all other markets, Vietnamese companies expect a significant business impact from enhanced sustainability
practices which relates to increased costs (70%), rather than potential business opportunities. The interviewed companies 3
highlight that sustainability is generally viewed as an expensive trait, which primarily larger companies can afford and turn
into a competitive advantage.

Vietnam Rest of the study

ESG in Emerging Markets Resultsbased on 90 completed and 75 partially completed survey responses
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Vietnam | Readiness & Support

A lack of mandatory legislation and clear ESG business case incentives cause a reactive approach from
Vietnamese companies
How experienced is your company in working with sustainability demands?

* Given the existing customer demands that Vietnamese companies are receiving, they state a relatively low capability to

5
meet such demands. Amongst the surveyed companies, only 26% state a high to significant experience in meeting such
demands. The reported capacity is lower for SMEs than larger companies, in line with the general findings of the study. 4
* Vietnamese companies report relatively low capabilities across all focus areas of the EU’s new legislation, including 3
reporting capacity, sustainable products and production processes, and due diligence. This is surprising, given the relatively
high number of requests that companies report meeting, especially in terms of reporting. 2
1

* Thisdiscrepancy stems from Vietnamese companies' reactive approach to sustainability, as many are waiting for local
legislation or incentives before acting. In essence, such an approach may come with profound risks as the sustainability Vietnam Rest of the study
landscape is rapidly developing.

* Vietnamese companies identify resources and knowledge/skills as the two most significant barriers to sustainability
progress, followed by financial constraints and physical infrastructure. Regarding knowledge and skills, companies

emphasise the limited availability of resources in Vietnamese for interpreting European ESG legislation. Uil e trouli) e vellie e er for EoupE iy o it El s e an

sustainability?

* Accordingly, 71% of the surveyed Vietnamese companies express a need for support in understanding international
requirements. Practical support and technical solutions are also identified as two more priority areas, wherein companies Response options Vietnam Rest of the study

express a desire for industry best practices and case studies to further guide their ongoing sustainability efforts.

Practical hands-on support to drive internal sustainability initiatives 53% 61%
Technical support (e.g. tools and platforms) 48% 55%
More knowledge about international legal requirements 71% 58%
Financial support 38% 46%
Increased collaboration with trading partners 38% 32%
Other (comment field) 1% 2%

Don't know/ Not applicable 3% 1%

ESG in Emerging Markets

Resultsbased on 90 completed and 75 partially completed survey responses
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The Philippines| Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU
10,71
* Inthe Philippines, SMEs make up a vast majority of businesses.  The EU is the Philippine’s fifth largest export partner,
Consequently, sustainability initiatives tend to be primarily constituting 12% of total exports. e Other
industry-driven, often aligning with the Sustainable Development Processed foods
Goals (SDGs) set by the United Nations. There is also a notable gap Q * Key. exports include machinery a.nd electronics (73%), ) % incl. tobacco
in mandatory sustainability reporting obligations, as this only 8 agricultural products, mamly animal orvegetable fats and oils .
applies to large listed companies. Pk (12%) and processed foods incl. tobacco (4%). 12% Argicultural products

* The Philippines has laws enforcing human and labour rights
protection for human and labour rights, including regulations
against child and forced labour and regulating working conditions.
However, the effectiveness of implementation and enforcement

varies and is generally low. Due to a lower number of respondents in the Philippines
compared with other regions, the findings should be seen as

* Inthe Philippines, companies are required to conduct indications, providing an initial understanding of Philippines

Environmental Impact Assessments (EIAs) for projects with companies’ conditions and needs. )

significant environmental impacts. 21:;::;:.?5 and
IIWe need trading partners who not only request sustainability programmes but also support their

implementation. Proof of conceptis crucial.

For SMEs in the Philippines, this will require a total shiftin mindset across the entire company, along with

comprehensive training and a roadmap for transformation. Exports to Europe, share (%) and

total € billion
Convincing the workforce is very important and to be able to benchmark against peers and learn from their
experiences.
- Employers Confederation of the Philippines
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The Philippines| Awareness & Prioritisation

Low awareness but high priority

How well is your company aware of the EU's new sustainability related legislative developments?

* Companiesin the Philippines have amongst the lowest awareness of EU’s ESG legislation, with 72% of the companies
stating that they are unfamiliar with all the listed EU legislation. Only the CSRD remain somewhat recognized, with 23%

declaring familiarity. 5
* However, despite the low awareness, there is still a high priority of sustainability within Philippine companies, if yet below 4
the study average. However, almost all respondents, 94%, anticipate that sustainability will become a higher priority for 3 2.8
their firms in the next three years. 2
2
¢ Sales and business opportunities as well as regulatory compliance are the key drivers for Philippine companies to prioritise -
sustainability. Interestingly, regulatory compliance is ranked higher for this group than for the average company in the 1
study. Philippines Rest of the study

* Additionally, sustainability as a strategic priority at the group level do not appear to drive sustainability efforts among
companies in the Philippines as strongly as it does in other markets, potentially influenced by the high percentage (67%) of
firms with local ownership responding to the survey. With little sustainability pressure from local markets, corresponding How does your company prioritise working with sustainability today?
efforts becomes limited.

4.2

Philippines Rest of the study

ESG in Emerging Markets Resultsbased on 36 completed and 25 partially completed survey responses
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The Philippines| Customer Demands & Business Impact

Smaller increase in demands and fewer requests for greenhouse gas emission data and calculations

To what extent has your company experienced an increase in sustainability-related demands
or requests from customers over the last few years?

*  61% of the Philippines companies in the study have experience with receiving customer sustainability demands, among 5
which 22% note a significant increase over the past few years. However, compared to the average company in the study,
Philippine firms appear to face fewer demands, which may explain the lower awareness of EU ESG legislation. Globally, 54% 4
of companies indicate experiencing a high to significant increase in such demands overthe past few years. 3
3
*  While 48% of Philippine companies state that environmental demands remain the most common request, a surprisingly
large number - 37% - highlight customer requests regarding social sustainability as dominant. This percentage is 2
significantly higher than the global average. 1

Philippines Rest of the study

* Environmental demands are dominated by request related to sustainable production processes, products and packaging,
followed by environmental certification. In terms of GHG emissions, only 15% of the companies receiving sustainability
demands have received such requests. It is also surprising that only 11% of the companies have experience in receiving

climate risk assessments, despite the climate exposure of the Philippine islands. . o o
To what extent do you already think that customers' sustainability demand will impact your

*  Occupational health and safety, adequate wages, and working hours are predominant requests in terms of social company?
sustainability, with a majority of the surveyed firms receiving such requests. 5
4
* For governance-related demands, data protection and confidentiality are ranked highest, followed by business ethics 4
policies and supplier management. Protection for whistleblowers and handling reported violations are ranked lowerin
priority. 3
2
*  65% of the companies also report a high to significant business impact from new sustainability demands. The top three 1

impacts include increased business opportunities, higher costs, and enhanced brand reputation. Given the low ESG
maturity, itis somewhat surprising that only 24% mention potential difficulties in doing business with international
companies as an impact.

Philippines Rest of the study

ESG in Emerging Markets Resultsbased on 36 completed and 25 partially completed survey responses
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The Philippines| Readiness & Support

Networks and associations are important for support on sustainability-related matters

How experienced is your company in working with sustainability demands?

* Despite the low ESG maturity, 49% of the surveyed companies view increasing sustainability demands as a potential 5

business opportunity. This optimistic outlook is likely influenced by their limited understanding of upcoming EU ESG

legislation. However, 49% also consider it either a trade barrier or a combination of both a trade barrier and a business 4

opportunity.

3 2.4

* Compared to the average of the rest of the study, Philippine companies appear significantly less experienced in handling

sustainability demands across all surveyed areas, including reporting, human rights due diligence processes, and 2

implementing green production processes. q

Philippines Rest of the study

* The only area where Philippine companies appear to be slightly more experienced is in handling requests related to
sustainable products, which coincidentally is also one of the areas where they report receiving the most demands.

* Regarding barriers to progress, Philippine companies state a lack of knowledge and resources at the top, followed by
financial constraints and technological solutions. Overall, companies express a need for greater understanding of

international legal requirements, practical hands-on support, and increased collaboration with trading partners. What factors would be valuable for your company to facilitate future progress on

sustainability?

* For support on sustainability-related matters, Philippine companies primarily rely on business networks and trade
associations. Interestingly, compared to the average company in the study, Philippine respondents indicate a lower reliance Response options Philippines Rest of the study

on external consultants (only 30% mention them as a primary source of support), with internet resources being more

. . Practical hands-on support to drive internal sustainability
commonly used than consulting services.

initiatives 65% 61%
Technical support (e.g. tools and platforms) 41% 55%
More knowledge about internationallegal requirements 73% 58%
Financial support 32% 46%
Increased collaboration with trading partners 46% 32%
Other (comment field) 0% 2%

Don't know/ Not applicable 0% 1%

ESG in Emerging Markets
Resultsbased on 36 completed and 25 partially completed survey responses
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Tirkiye | Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU
97,92
. Turkiye constitute one of the most mature markets in this study, 5% Other
possessing a diverse industry landscape with many similarities, The EU is Turkiye’s largest export partner, constituting 40% of total 4% Chemicals
wherein the automotive, machinery, metal and textile industries rt o )
. exports. 4% Agricultural products
are the most important export sectors to the EU.
Key exports from Tirkiye to Europe include: 6% Natural resources
' The ES_G landscape in Tarkive is notabIY advar.1ce<.:l, dnven. by a * Stone and metal products including iron and steel, and non- 2% lastic and g
proactive regulatory framework that aligns with international ferrous metals such as aluminium and copper and articles b Plastic and paper products
standards and with policies that are highly influenced by the »- thereof (29%)
development in the European Union. '
* Textiles, apparel and leather mainly articles of clothing (18)%). 17% Machinery and electronics
. The new national reporting standards in Tirkiye will closely mirror . . . .
, . o . . * Transport including various transport equipment to the EU, of
EU’s CSRD. Additionally, sector-specific regulations targeting the . L o
o L . . which a majority is cars and trucks (18%).
energy, mining, metal, and chemical industries are enhancing
awareness and accountability. These regulations are also driving * Machinery and electronics including industrial machinery,
robust reporting capabilities, particularly among larger firms. construction machinery and agricultural machinery (17%). 18% Transport
e Turkish suppliers also supply the EU market with plastics and
paper products (8%), followed by natural resources (6%),
agricultural products (4%) and chemicals (4%).
18% Textiles, appeal and leather

IIThe legislation can become a trade barrier due to the high compliance cost. If the companies fail to
comply, they will struggle with market access —and thus will not be able to export goods. Especially the
smaller firms will lack behind, they struggle to understand what is expected from them.

Stone and metal products

However, if the awareness levels are high, these regulations can also be seen as an opportunity to make

innovation.

- Confederation of Turkish Employers' Associations Exports to Europe, share (%) and
total € billion
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Tiirkiye | Awareness & Prioritisation

Turkish companies show a higher awareness of EU legislation compared to other markets, yet they still

struggle to understand its requirements and implications.
How well is your company aware of the EU's new sustainability related legislative developments?

* Turkish companies exhibit a high level of awareness regarding EU ESG legislation compared to other emerging markets, 5
with 58% of the companies stating that they have a high awareness of its key pieces. This heightened awareness is driven
by Tirkiye's proximity to the EU, a general high level of ESG awareness, and regulatory alignment with EU policies. 4
* Key pieces of legislation, such as CBAM, CSRD, CSDDD and the EU Taxonomy, are among the most recognised, wherein 3
more than 50% are familiar with the two former. The EU deforestation policy is found at the other end — well reflecting the
composition of Turkiye’s exports and industries. 2
1

* However, focus group interviews reveal that even among larger companies, there is a noticeable gap between being aware

of the legislation and understanding its impacts and requirements. Accordingly, there is still a strong need for awareness- Tarkiye Rest of the study
raising interventions and training focusing on the potential implication of new legislation, in order to build readiness.
* The prioritisation of sustainability remains high for most companies, primarily driven by business opportunities, regulatory
pressure and customer demands. Larger companies are increasingly recognising access to finance as a critical factor for ESG
initiatives as well as C-level buy-in. How does your company prioritise working with sustainability today?
*  90% of the surveyed companies expect sustainability to become a more prioritised topic for their company to work with in 5
the nextthree years. 4
4
* Local companies still face challenges in embedding sustainability across their organisations and value chains. Smaller firms
struggle with awareness of ESG principles, prioritising sustainability and understanding its business case. 3
2
1

Tirkiye Rest of the study

ESG in Emerging Markets Resultsbased on 33 completed and 22 partially completed survey responses
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Tiirkiye | Customer Demands & Business Impact

Turkish companies anticipate a substantial impact from customers' growing sustainability requirements.

To what extent has your company experienced an increase in sustainability-related demands
or requests from customers over the last few years?

* Inline with global development, Turkish companies have experienced a strong increase in sustainability related demands in 5
recentyears. Unlike the global average, both environmental and social demands are stressed as equally prevalent
(potentially supported by a better understanding of the full scope of ESG). 4
* Environmental demands include certifications, emissions, declarations, and sustainable products, while social demands 3
focus on occupational health and safety, followed by working hours, social dialogue and adequate wages. Governance
demands stress business ethics, data protection and supplier management. 2

¢ While Turkish companies generally do not struggle to provide data, they feel that EU customers are not clearly articulating o
their requirements. This issue becomes pronounced when dealing with smaller counterparts. Tarkiye Rest of the study
e EUlegislation is seen as bringing significant business impact, with only a 12% expressing no/little impact. While increase
costs and less trade in sectors targeted by particularly CBAM (as noted by many firms) have been highlighted, a majority
stress expected business opportunities. These are linked to enhanced business prospects and sales, facilitated by access to

new capital and technologies, as well as a consolidation of the market where non-compliers will exit. Furthermore, To what extent do you already think that customers' sustainability demand will impact your

improvements in brand reputation, including better social benefits for their workers, are also emphasised. company?
5
* Smallerfirms are expected to face challenges during this transition, as the ability to capitalise will depend on access to
knowledge, capital, expertise and innovation, as emphasised in focus group interviews. 4
3
2
1

Turkiye Rest of the study

ESG in Emerging Markets Resultsbased on 33 completed and 22 partially completed survey responses
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Tirkiye | Readiness & Support

While Turkish companies demonstrate high experience in addressing sustainability demands, meeting
growing demands for sustainable products and production processes will be a challenge.
How experienced is your company in working with sustainability demands?

* Turkish companies demonstrate a stronger capability in meeting sustainability demands compared to the global average,

especially in ESG reporting. However, ensuring sustainable products and production processes poses challenges, E
necessitating access to finance and innovation. 4
*  Fromtheinterviews, it became clear that also the larger companies will struggle in implementing due diligence processes 3
throughout their value chain, particularly at tier 2 or 3 levels, where the local capabilities to understand, prioritise and
address ESG issues is deemed low. 2
* Financial constraints are a significant barrier, impeding companies as they aim to invest in new technologies capable of 1
meeting growing demands for sustainable products and production processes. Similarly, investments in knowledge, Tirkiye Rest of the study

upskilling, and specialised ESG expertise are anticipated to rise, particularly as new sustainability reporting requirements
necessitate embedding sustainability throughout organisations. This perspective is notably absentin Turkish firms, as
shown by their heavy reliance on external consultants, which 85% of survey respondents are using for their ESG work.

What factors would be valuable for your company to facilitate future progress on

* Furthermore, there is an increasing demand for training in sustainable value chain management and tools for calculating o
sustainability?

emissions to enhance overall sustainability preparedness. In this regard, the interviewed company emphasised the
importance of their trade and business associations as valuable forums for showcasing best practices and making tools
accessible. Response options Tiirkiye Rest of the study

. L . . . . Practical hands-on support to drive internal sustainability
*  Whileonly 15% of the respondent are seeking increased collaboration with trading partners, it is noted that the

. _ . . ‘ ; C 2 1t ) initiatives 58% 61%

interviewed companies seek implementation practise from their European counterparts. This include a more open dialogue

on how to interpret and live up to new expectation. Technical support (e.g. tools and platforms) 45% 55%
More knowledge about international legal requirements 42% 58%
Financial support 79% 46%
Increased collaboration with trading partners 15% 32%
Other (comment field) 0% 2%
Don't know/ Not applicable 0% 1%

ESG in Emerging Markets
Resultsbased on 33 completed and 22 partially completed survey responses



REGION AND COUNTRY DEEP DIVES

Deep dive:
South Africa




Executive summary | Introduction | EU Sustainability Legislation | Findings & Recommendations | Country Deep Dives | Appendices

South Africa | Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU
28,95
. South Africa's key exports to the EU include fruits, agro-processing, « The EU is South Africa’s largest export partner, constituting 22%
metals and mining, automotive and food and beverages, with the EU of total exports.
being its largest trading partner.
* Key exports include stone and metal products mostly platinum, 27% Other
. The country looks to the EU for regulation inspiration, especially in diamonds, gold, jewellery, iron and steel (31%), natural
banking, finance and green finance taxonomy. National resources such as coal (27%), and automobile parts and
environmental legislation has been extensive since the late 1990s, components including vehicles (15%).
with a focus on environmental aspects, mandatory reporting for large
emitters, a national carbon tax and incentives for energy efficiency
and biodiversity. Social legislations regarding equity and & 15% Transport

discrimination are also extensive.

. The data accessibility is greater for environmental matters than social
ones. However, listed companies are equally capable within both
categories.

i

There is awareness, at least among the larger companies, and there is also a level of concern that is
understandable. We do not have the economic muscle as India or China, but we seem to be facing the same
level of scrutiny.

Natural resources

Stone and
metal products

However, we have seen a complete shift over just the last five years. Companies have moved from
guestioning disclosures to establishing an unprecedented demand for climate-related data. The old
narrative has completely disappeared.

Exports to Europe, share (%) and
- National Business Initiative total € billion
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South Africa | Awareness & Prioritisation

Higher awareness compared to other regions

How well is your company aware of the EU's new sustainability related legislative developments?

* South African companies demonstrate a higher awareness of upcoming EU legislation compared to the study’s average.

This awareness is driven by demands from European investors and customers, and a deeper understanding of ESG matters 2
given by a more robust regulatory framework and advanced corporate governance standards (i.e., reporting). 4
* However, one in four companies have still not heard of the most prevalent legislation, indicating significant gaps in 3
awareness. This issue extends to understanding the legislation's content and implications, with even larger firms
highlighting the complexity of the regulations and a lack of local market expertise for interpretation. CBAM is the most 2
well-known legislation (64%), highlighting the fact that emission-heavy industries in South Africa will be particularly
affected by its provisions. This is followed by awareness of the CSRD (60%) and the EU Taxonomy (45%). 1
South Africa Rest of the study
* While sustainability constitute a high priority for local firms, focus group sessions have highlighted a potential mismatch
between local and EU understandings of sustainability, wherein job-creation and addressing social inequalities are two key
local sustainability challenges which foreign legislation often overlook.
*  When ranking drivers of sustainability, 42% emphasise sales and business opportunities, while 34% prioritise regulatory How does your company prioritise working with sustainability today?
compliance as drivers of sustainability efforts—figures lower than in many other markets. In contrast, South African
companies place greater emphasis (60%) on group-level strategic priorities, where a push from investor communities and 5 45
significant international exposure among larger local firms was highlighted as key explanations.
4
3
2
1

South Africa Rest of the study
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South Africa | Customer Demands & Business Impact

Environmental demand and greenhouse gas emission data are common customer demands

To what extent has your company experienced an increase in sustainability-related demands
or requests from customers over the last few years?

*  81% of the South African companies state that they are receiving ongoing sustainability demands from customers, wherein

66% have witnessed a great/significantincrease in demands in the last few years. 5
* 79% of the respondents view environmental demands as the most prioritised area for customers, whereas GHG emission 4

datais particularly sought after followed by climate-risk assessments and certifications. Demands on sustainability 3

production and products have also increased, constituting a challenge for many companies due to heavy investments.

Within social, diversity indicators, occupational health and safety, and labour practices in the value chain are most 2

prevalent, while business ethics policies, data protection, protection of whistleblowers and supplier management are

prioritised within governance standards. 1

South Africa Rest of the study
* Common for all areas, is that local companies are seeing increased focus on reporting and mitigating impacts within their
local value chains, presenting a significant challenge due to the lower awareness, prioritisation and readiness at the tier 2
or 3 levels.

To what extent do you already think that customers' sustainability demand will impact your

* South African companies generally anticipate a significant business impact on their operations, with 48% stating that it will S
company?

lead to difficulties in international trade. CBAM is highlighted as challenging in this context, and companies also express
concerns about the increased costs associated with enhanced sustainability practices. Overall, aligning foreign sustainable 5
goals with local sustainable goals remain a struggle, given rise to dialogues concerning ESG colonialisation.

4
* Many of the large companies express sustainability advantage in a global context, given the domestic regulatory landscape.
Better social condition will also lead to better brand reputation. 3
2
1

South Africa Rest of the study
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South Africa | Readiness & Support

High capabilities in ESG reporting

How experienced is your company in working with sustainability demands?

* South African companies report a high experience in addressing sustainability demands - possible biased by the high

number of large companies participating in the study — with particularly strong capabilities in ESG reporting where most of 5
the companies state high capabilities. 4
3

* Ensuring sustainable production processes, such as minimising CO2 emissions, and producing sustainable products are 3

highlighted as particularly difficult areas, underscoring the challenges posed by CBAM.

2

* South African companies did in general report pessimistic outlooks of complying with upcoming legislation if no phase-in

period/exemptions will be applied - given existing challenges of aligning of aligning foreign and local sustainability goals. 1

Challenges relate to ensuring sustainability practises along their own value chain, wherein the knowledge and skills are South Africa Rest of the study

lacking. Particularly on environmental issues, where companies reported that the sustainability language often can be
intimidating and complex.

*  When ranking compliance barriers, 61% of companies cite financial constraints, 55% mention limited resources, and 32%
point to gaps in knowledge and skills. For support needed, companies prioritise technical support, more information on
international legal requirements, and practical, hands-on assistance.

What factors would be valuable for your company to facilitate future progress on
sustainability?

* South African companies frequently turn to local external consultants for ESG matters but often find their expertise lacking. Response options South Africa Rest of the study

Consequently,.61A, of pa.rtlmpan.ts consider tréde and b.usmess aSSOC.IatIO ns as essential support functions and hope for el Een e e @i el S e e 1y

more support in translating foreign demands into local implementation plans. AfreErvEs 42% 61%
Technical support (e.g. tools and platforms) 53% 53%
More knowledge about international legal requirements 47% 62%
Financial support 42% 45%
Increased collaboration with trading partners 29% 33%
Other (comment field) 5% 1%
Don't know/ Not applicable 0% 1%

ESG in Emerging Markets
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Kenya| Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU
1,25
. The main sectors fortrade with the EU are agricultural products, * The EUis Kenya’s largest export partner, constituting 16% of
including fruits, vegetables and flowers, as well as the agro- total exports. 12% Other
processing industry, such as processed foods and tobacco. *  Key exports include tea, cut flowers and coffee (80%).
8%
. Listed companies are the main targets of local ESG legislation, where
transparency, accountability and good governance is mandated ‘

through yearly reports. They should cover ESG-factors and good
governance, however specificrequirements and guidelines are

! ; - ) ) p d
considered scattered and insufficient, which causes uncertainty and f‘:gfje:;ed
lack of engagement among companies. tobacco

Agricultural
products

{

There are no specific legislations on ESG across the country. Currently, itis mostly international companies,
multinational industries and banks that are leading the way in ESG reporting to comply with their
international markets/clients.

However, their reports vary with different priorities as they see.

- Kenya Association of Manufacturers
Exports to Europe, share (%) and
total € billion
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Kenya| Awareness & Prioritisation

Lower awareness compared with other regions

How well is your company aware of the EU's new sustainability related legislative developments?

* Kenyan companies show a lower awareness of the EU's existing and upcoming ESG legislation, with 61% reporting little to
no knowledge. Only 21% have heard of CSDDD or the EU deforestation legislation, and just 18% recognise the CSRD.

e Thislimited awareness is due to minimal direct trade with EU partners and a low understanding of ESG. This challenge is
further aggravated by Kenya's lack of a national ESG framework, the perception that ESG is predominantly a concern for 9)

multinationals, and the current absence of regulatory requirements — making ESG more about “charity”. 23
2
¢ While sustainability remains a priority for surveyed companies, it is noted that this priority is lower than the global average. -
The lack of regulatory requirements is cited as a significant factor. With ESG being voluntary, and the awareness of the 1
implications of foreign legislations being low, companies often lack the incentive to initiate and drive sustainability Kenya Rest of the study

initiatives. Particularly smaller firms, wherein the business case for sustainability is deemed vulnerably.

* However, 94% of the companies expect sustainability to become an increasingly important priority. This shift is driven by a
growing recognition of enhanced sales opportunities in this area, along with the rising significance of regulations and
group-level priorities. Interestingly, very few Kenyan companies cite investor pressure (12%) or customer demand (15%) How does your company prioritise working with sustainability today?
when describing their motivations for sustainability efforts.

Kenya Rest of the study

ESG in Emerging Markets Resultsbased on 24 completed and 23 partially completed survey responses
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Kenya| Customer Demands & Business Impact

The big push from the EU’s ESG legislation is yet to come

53% of the Kenyan companies have experienced an increase in sustainability related demands or request from their
customers. However, from the focus group interviews it has been noted that the big push in terms of EU legislative impact
isyetto come.

Most of the companies state an increase in environmental related demands (61%), typically related to traceability of
sourced material, sustainable production processes as well as sustainable packaging and products. Emission seems to be of
less importance, compared to many of the more industrial countries like Colombia, South Africa or Tiirkiye.

29% highlight social demands as most prevalent, related to occupational health and safety as well as labour practises in
value chain. Governance issues does not seem to be the dominating narrative (6%), even though demands related to
business ethics policies, data protection and management of suppliers seem popular.

63% of Kenyan companies anticipate a high to significant business impact from new sustainability demands. While survey
respondents rank enhanced brand reputation as the top impact, 44% also view these demands as both a business
opportunity and a trade barrier.

From the focus group interviews, it is evident that SMEs will be particularly vulnerable to new legislation due to their low
ESG awareness and limited resources for necessary upskilling. Sectors such as agriculture, characterized by numerous
smaller players and family-owned enterprises, will require specific attention in this regard.

ESG in Emerging Markets

To what extent has your company experienced an increase in sustainability-related demands
or requests from customers over the last few years?

Kenya Rest of the study

To what extent do you already think that customers' sustainability demand will impact your
company?

5

4

Kenya Rest of the study

Resultsbased on 24 completed and 23 partially completed survey responses
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Kenya | Readiness & Support

ESG readiness level in Kenya is considered limited

How experienced is your company in working with sustainability demands?

* Kenyan companies show a low readiness to meet upcoming sustainability demands, with one out of four companies having

no prior experience in this area. While their overall capability matches the study's average, focus group interviews revealed 5

a limited understanding of the implications of new ESG legislation. This could result in an overestimation of their readiness 4

levels to effectively address sustainability requirements. 3
* Kenyan companies are currently lacking capabilities across all new areas aligned with EU regulations, including reporting, 3

due diligence, and sustainable production and products. During focus group discussions, companies emphasized that 2

awareness training at all levels is crucial for enhancing understanding and building the necessary capabilities required by

the new legislation. 1

Kenya Rest of the study
* Barriers to making progress in sustainability efforts often include knowledge and skills gaps, resource limitations, and
financial constraints. Notably, 63% of respondents point to a specific knowledge gap in sustainability work as a major
obstacle.

What factors would be valuable for your company to facilitate future progress on

* Building on the previous points, Kenyan companies need increased awareness of international requirements, technical tainability?
sustainability?

support, and practical hands-on assistance to effectively advance their sustainability efforts.

Rest of the
* Interestingly, Kenyan companies emphasise increased collaboration with trading partners more than other markets for Response options Kenya study
future sustall:\ablllty progress. This Per.spectlve, c.ierlved fronﬁ focus group interviews, reflects a dual concern. Flrstly, th.e.re el Een e e @i el S e e 1y
is apprehension that small actors within domestic value chains may not be adequately prepared to meet the sustainability AfreErvEs 549, 599,
requirements that larger firms may need to satisfy European counterparts. Secondly, larger export-oriented companies also
seek greater collaboration with their European counterparts to understand the expectations placed on them. Technical support (e.g. tools and platforms) 50% 53%
* Trade and business association were outlined by 79% of all respondents as a key support actor that can help address the . . .
More knowledge about international legal requirements 58% 61%
above concerns.
Financial support 38% 45%
Increased collaboration with trading partners 50% 32%
Other (comment field) 8% 1%
Don't know/ Not applicable 4% 1%

ESG in Emerging Markets
Resultsbased on 24 completed and 23 partially completed survey responses



REGION AND COUNTRY DEEP DIVES

Deep dive:
Eastern Africa
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To have sufficient data for analysis with high
quality, the following countries having similar
characteristics were grouped:

Burundi

Ethiopia

Malawi

Tanzania

Uganda
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Burundi| Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU
. . . . 0,03
«  Burundi has laws enforcing the protection for human and labour The EU is Burundi’s second largest export partner, constituting 3 PIas;ic and paper
rights, including regulations against child and forced labour and 18% of total exports. producs
regulating working conditions. However, the effectiveness of 8% Stone and

Key exports from Burundi to Europeinclude: metal products

implementation and enforcement varies and is generally low.
* Agricultural products: The agricultural sector dominates
* The EU sustainability legislation identified to have a particular Burundi’s exports to the EU. The industry constitutes 88% of
impact on Burundian suppliers is the EU Deforestation Regulation % the country’s exports to the EU.

(EUDR), and the EU Conflict Mineral Regulation.
* Stone and metal products: The second largest product group

regarding Burundi’s exportto the EU is stone and metal

. iderine B , L . .
Considering Burundi's many suppliersin the agriculture sector, the products, They represent 8% of Burundi’s EU exports,

EUDR is expected to affect Burundian companies through further

demands with due diligence, including respect for human rights * Plastic and paper products: Burundi also exports plastic and
and the rights of affected Indigenous peoples. paper products to the EU. This sector constitutes 4% of their EU
export.

e Burundian companies supplying the EU with tin, tantalum and
tungsten are likely to be affected by the EU Conflict Mineral
Regulation. This is expected to lead to increased demands
concerning due diligence practices.

Agricultural
products

Exports to Europe, share (%) and
total € billion
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Ethiopia| Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU

0,91

*  Ethiopia has laws enforcing human and labour rights protection for * The EUis Ethiopias second largest export partner, constituting
human and labour rights, including regulations against child and 15% of total exports. o Other
forced labour and regulating working conditions. However, the « Key exports include coffee, fruits and vegetables (81%). Textiles,
effectiveness of implementation and enforcement varies and is 10% apparel and
generally low. In addition, Ethiopia has taken measures to combat ‘ * Ethiopia also exports textiles, apparel and leather products to leather
deforestation, protect forests, and to some extent preventillegal the EU.
logging.

* The EU sustainability legislation identified to have a particular
impact on Ethiopian suppliers is the EU Deforestation Regulation
(EUDR), and the EU Conflict Mineral Regulation.

* Considering Ethiopia’s many suppliers in the agriculture sector, the
EUDR is expected to affect Ethiopian companies through further
demands with due diligence, including respect for human rights and
the rights of affected indigenous peoples.

Agricultural
products

* Ethiopian companies supplying the EU with tantalum will likely be
affected by the EU Conflict Mineral Regulation. This is expected to
lead to increased demands concerning due diligence practices.

Exports to Europe, share (%) and
total € billion

ESG in Emerging Markets
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Malawi| Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU

. The EU is Malawi’s largest export partner, constituting 34% 0,24

e Malawi has laws enforcing human and labour rights protection for :
of total exports. L%

human and labour rights, including regulations against child and

forced labour and regulating working conditions. However, the . Key exports include processed foods including beverages % Argicultural products
effectiveness of implementation and enforcement varies and is and tobacco of which mainly tobacco (90%), as well as sugar
generally low. and tea.

\ Other

* In addition, Ethiopia has taken measures to combat deforestation, ° Malawi also export agricultural products to the EU.

protect forests and to some extent preventillegal logging.In Malawi,

companies are required to conduct Environmental Impact l,
Assessments (EIAs) for projects with significant environmental

impacts.

* In Malawi, local requirements for ESG reporting have mainly applied
to high-impact sectors such as the mining and natural resource
sectors. Processed

foods incl.

e The EU sustainability legislation identified to have a particular impact tobacco

on Malawian suppliers is the EU Deforestation Regulation (EUDR).

Considering Malawi’s many suppliers in the agriculture sector, the

EUDR is expected to affect Malawian companies through further

demands with due diligence, including respect for human rights and

the rights of affected indigenous peoples.

Exports to Europe, share (%) and
total € billion

ESG in Emerging Markets
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Tanzania| Local Market Conditions

Overview of existing ESG landscape and local market conditions

Appendices

* Tanzania has several ESG-related legislations that address factors such as carbon trading, environmental impacts
and social conditions. Apart from ESG-reporting for all companies, except micro, there are sector-specific
legislations targeting for example mining industries. Tanzanian legislation is less strict than EU’s, prioritising
adaptation over mitigation to provide support for companies’ sustainable transitions. The goals are the same,

but with differing timelines.

* Tanzania has laws enforcing human and labour rights protection for human and labour rights, including
regulations against child and forced labour and regulating working conditions. However, the effectiveness of
implementation and enforcement varies and is generally low. In addition, Tanzania has taken measures to
combat deforestation, protect forests, and to some extent prevent illegal logging.

* Considering Tanzania’s many suppliers in the agriculture sector, the EU Deforestation Regulation (EUDR) is
expected to affect Burundian companies through further demands with due diligence, including respect for
human rights and the rights of affected indigenous peoples. Tanzanian companies supplying the EU with gold
are likely to be affected by the EU Conflict Mineral Regulation. It is expected to lead to increased demands
concerning due diligence practices.

14

The similarities between Tanzanian and European legislation are minimal. The EU seems stricter, either you
comply with the requirements or are out of the market. We are notin the position to ban activities, but rather to

guide a slower transition for companies to be able to adapt.

EU ESG legislation also has a much wider spread, as sustainability issues will be applied at supply chain level. Such
an overarching approach will really be a challenge for Tanzanian companies for financial reasons.

ESG in Emerging Markets

- Association of Tanzania Employers

Key exports from local markets to the EU

* The EUis Tanzania’s fifth largest export partner, constituting
5.5% of total exports.

* Key exports include coffee, tea and cocoa (34%), natural

resources such asiron, etc. (30%), and stones and metal
products mainly pearls, gold and precious metals (18%) as well
as processed foods and tobacco (15%).

0,79
3% Other
Processed
15% foods incl.
tobacco
18% Stone and

metal products

Natural resources

Agricultural
products

Exports to Europe, share
(%) and total € billion
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Uganda| Local Market Conditions

Overview of existing ESG landscape and local market conditions Key exports from local markets to the EU

0,78

e The EU is Uganda’s largest export partner, constituting 20% of 50 oth
d er

* Uganda haslaws enforcing human and labour rights protection for
total exports.

human and labour rights, including regulations against child and forced Processed
labour and regulating working conditions. However, the effectiveness + Key exports include agricultural products including coffee, tea, foods incl.
of implementation and enforcement varies and is generally low. spices etc. (92%). tobacco

» The EU sustainability legislation identified to have a particular impact 2 * Uganda also exports processed foods to the EU.

on Ethiopian suppliers is the EU Deforestation Regulation (EUDR), and
the EU Conflict Mineral Regulation.

* Considering Ethiopia’s many suppliers in the agriculture sector, the
EUDR is expected to affect Ethiopian companies through further
demands with due diligence, including respect for human rights and
the rights of affected indigenous peoples.

* Ethiopian companies supplying the EU with tantalum will likely be
affected by the EU Conflict Mineral Regulation. This is expected to lead
to increased demands concerning due diligence practices.

Agricultural
products

* Inaddition, Uganda has taken measures to combat deforestation,
protect forests and to some extent preventillegal logging.

Exports to Europe, share (%) and
total € billion
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Eastern Africa| Awareness & Prioritisation

Local ownership common for Eastern African companies in the study

How well is your company aware of the EU's new sustainability related legislative developments?

¢ East African companies exhibit lower awareness of EU sustainability legislation compared to companies in other regions.

Among the surveyed companies, 47% have never heard of the predominant EU sustainability legislation, while 33% are >
aware of the CSRD and 22% are familiar with the EU deforestation regulation. 4
* The limited awareness of EU regulations among East African companies can be attributed to several factors, including the 3 25
absence of robust domestic ESG regulatory frameworks and little local demand for sustainability practices among
customers. 2
* Additionally, many of the surveyed companies are locally owned SMEs with limited international pressure for sustainability 1
compliance. Eastern Africa also has a higher concentration of agricultural companies, which predominantly comprise East Africa Rest of the study

numerous small enterprises exhibiting low levels of awareness regarding sustainability regulations.

* Despite the low awareness, East African companies express ahigh level of priority for sustainability, if yet somewhat below
the study avererage.
How does your company prioritise working with sustainability today?

* Also, there seems to be a consensus that sustainability will become an even bigger priority in the future, with 94% of

surveyed companies anticipate it becoming a more prioritised area within the next three years. 5 w
4 .
* Sales and business opportunities, along with regulatory compliance, are the primary drivers for sustainability efforts among 4
East African companies. In contrast to many other markets, customer and investor pressure appear to be less significant,
with only 15% and 10% of companies respectively identifying them as key drivers. 3
2
1

East Africa Rest of the study

ESG in Emerging Markets Resultsbased on 121 completed and 98 partially completed survey responses
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Eastern Africa| Customer Demands & Business Impact

Impacts include enhanced reputation, increased sales, and increased costs

To what extent has your company experienced an increase in sustainability-related demands
or requests from customers over the last few years?

*  69% of the East African companies in the study claim to have experience with customer sustainability demands, with

almost half of the companies also stating that they have seen an increase in requests over the last few years. A majority of s
these demands are stated to be related to environmental issues. 4
* Regarding environmental demands, East African companies primarily encounter requirements related to environmental 3
certification, followed by sustainable production processes and products/packaging. Interestingly, compared to companies
in otherregions, East African companies receive significantly fewer requests for collecting and reporting greenhouse gas 2
emissions data and calculations, with only 19% of these companies having experience in this area.
1
e Social demands are dominated by request related to occupational health and safety, followed by working hours, adequate East Africa Rest of the study
wages and the presence of child labour. Request related to forced labour and diversity indicators are situated at the other
end.

¢ For companies in East Africa, the most common governance-related request seems to be business ethics policies. However,
compared with the average company in the study, East African companies state that they receive less demands on data
protection and confidential information as well as on management of suppliers. company?
5

To what extent do you already think that customers' sustainability demand will impact your

*  63% of East African companies express that new sustainability demands from customers will have a high orsignificant
impact on their business. While most firms anticipate these new demands will enhance their reputation and increase sales, 4
44% also expect increased costs, and 37% foresee difficulties in conducting business with international firms.

East Africa Rest of the study

ESG in Emerging Markets Resultsbased on 121 completed and 98 partially completed survey responses
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Eastern Africa| Readiness & Support

Less experienced in working with sustainability demands

* Inline with the study's overall findings, East African companies generally view customers' sustainability demands as a
business opportunity, with 49% expressing this sentiment. However, 39% also see these demands as both a sales
opportunity and a trade barrier.

* The optimistic view on new sustainability demands is somewhat surprising, given East African firms' limited experience
with such requirements, which falls below the study's average. A likely explanation could be their limited understanding of
the potential implications of new legislation and demands.

* Regarding the main barriers to progress, East African companies cite a wide range of challenges, including a lack of
knowledge and resources, financial constraints, and limited access to technology.

* When asked aboutinterventions to contribute to sustainability progress, East African companies prioritise gaining more
knowledge about international requirements, followed by hands-on support for meeting these standards. Interestingly,
companies in the region also seek collaboration with trading partners more frequently than companies in other regions
covered by the study.

*  65% of companies in the region rely on business networks for support with sustainability-related matters, followed by
external consultants (61%), trade associations (56%), and desk-top research (31%).

* Given the export-oriented nature and industry characteristics of many East African markets, which are heavily focused on

agricultural products and encompass many smaller firms, trade and business communities are likely to play an important
role in lowering the financial barrier to sustainability progress.

ESG in Emerging Markets

How experienced is your company in working with sustainability demands?

East Africa Rest of the study

What factors would be valuable for your company to facilitate future progress on
sustainability?

Response options East Africa Rest of the study
Practical hands-on support to drive internal sustainability

initiatives 57% 61%
Technical support (e.g. tools and platforms) 52% 53%
More knowledge about international legal requirements 65% 62%
Financial support 45% 45%
Increased collaboration with trading partners 41% 33%
Other (comment field) 1% 1%
Don't know/ Not applicable 1% 1%

Resultsbased on 121 completed and 98 partially completed survey responses
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Overall Methodology and Approach of the Study

The overall objective of the study was to evaluate the effects of the expanding EU ESG legislation and the increased sustaina bility focus among multinational companies on companies in emerging markets. The focus was on
countries where Danish Industry (DI) is engaged with partner organisations.

The study focuses on examining the topic in four key research areas:
* Key EU legislation and local markets condition: How EU sustainability legislation impacts different industries in local markets.
* Awareness & prioritisation: Local suppliers’ awareness and prioritisation towards EU ESG legislation and willingness to address ESG issues.
* Customer demands & business impact: The customer demands and business impact on local suppliers derived from EU ESG legislation and pressure from European companies.
* Readiness & support: Readiness for local companies to meet the increasing demands, overcome risks, and leverage the business opportunities, and the support needed to succeed.

The study was performed by Ramboll Management Consulting on behalf of Danish Industry (DI). It was executed between January and July, 2024. The project was performed in collaboration between Ramboll Management
Consulting, DI, and DI's local partner organisations, from the 12 countries in the focus of the data collection.

Numerous companies have participated in the study; 778 company representatives from 12 countries have participated in the survey, and 120 company representatives in total participated in the six focus group interviews.
In addition, 9interviews were performed with DI’s local partner organisations and experts.

The study has applied a mixed methods approach, with both quantitative and qualitative data as well as desktop data. A mixed method approach can enable a more thorough examination of a topic and enable exploration
of complex research questions when neither qualitative nor qualitative studies can answer the studied questions.*

The study has applied a triangulation approach, using multiple datasets and methods. The datasets include the results of the survey, focus group interviews, other interviews, and a literature review. The benefits of
triangulation include enabling holistic analyses of complex phenomena, and deeper understanding.?

The hypotheses were developed based on the desktop research and the initial interviews. The hypotheses guided the continued study.

Notes: 1) NOVA Southeastern University, https://education.nova.edu/Resources/uploads/app/35/files/arc_doc/mixed_methods.pdf
2) Ayoub et al., Methodological Practices in Social Movement Research, Chapter 4: Triangulation in Social Movement Research Get access Arrow
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The research strategy followed a funnel approach divided into four steps

Objective: Established an initial understanding of local suppliers’ conditions and developed hypotheses to guide the subsequent data collection.

STEP |
* High-level literature review and interviews with selected local DI partners and experts on ESG legislation in global supply chains.
Scoping,
prioritisation, and initial data collection Outcome: A detailed understanding of the applied research strategy, key hypotheses to guide the data collection approach as well as the roles and responsibilities between
Ramboll, DI, and DI’s local partners.
Objective: Gathered quantitative data and obtained a deep understanding of the impact on local suppliers across the 12 markets which enables identifying key areas to investigate
STEP Il further during the focus group interviews.

Broad understanding of the
research questions

+ Distribution of survey to local suppliers on all 12 markets?, using Ramboll’s tool SurveyXact for collection of quantitative and comparable data across regions, markets, and
sectors.

Outcome: An overarching understanding of how local suppliers across the 12 markets are impacted by the increasing sustainability-related EU sustainability regulations.

SIER Objective: Gathered qualitative data based on identified, interesting findings in the survey, and thus, obtained an in-depth understanding across the markets.
Deep-dive
ir?to * Focus group interviews with groups of local suppliers in selected markets including Colombia, Kenya, South Africa, India, Tlrkiye and Vietnam.
interesting findings Outcome: In-depth understanding of the impact of escalating EU ESG legislation and demands from EU companies on local suppliers.

STEP IV Objective: Gather qualitative data in relation to interesting, identified areas from the survey and thus obtain an in-depth understanding amongst local suppliers on the 12 markets, followed by
Data recommendations for appropriate supportive interventions.

analysis . . N .

& report * Analysis of collected qualitative and quantitative datain step I-Ill.

writing * Report writing summarising the project and its key findings and recommendations.

Outcome: An analysis of all collected data, a deep understanding of how local suppliers across the 12 markets are impacted by the increasing sustainability-related EU sustainability regulations, and a
report summarising the project.

ESG in Emerging Markets Notes: 1) Burundi, Ethiopia, Kenya, Malawi, Tanzania, Uganda, South Africa, the Philippines, India, Vietnam, Tirkiye and Colombia 103
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Seven key hypotheses were developed during the preparatory phase to
guide the subsequent data collection

Based on preliminary findings from the literature review and interviews with selected markets, seven key hypotheses were derived to drive the study. The hypotheses guided the design of the survey
structure, the formulation of questions, and the overall themes explored in the focus group interviews.

1.

Demands towards local suppliers are likely to increase within three main areas, given the scope of EU’s ESG regulatory landscape, including: a) Due diligence in relation to environmental, social and governmental issues, b) ESG data and
reporting, and c) Sustainable products and productions processes.

Certain local suppliers are expected to face new demands in relation to implementing due diligence processes and aligning with local ESG legislation as well as ensuring low emission production and transportation processes given the scope of
EU Deforestation Regulation, EU Conflict Mineral Regulation and CBAM.

Sectors such as food processing or chemicals will be better prepared to meet rising ESG demands due to established international benchmarks and the history of having to obtain various sustainability certifications as a license to operate.

Companies are likely to face greater challenges in gathering environmental data, as well as to ensure human rights due diligence, given the stricter reporting requirements and limited enforcement of local laws.

Larger companies have a higherawareness of the EU ESG regulatory landscape compared to SMEs due to their export exposure and are also more inclined to perceive the EU ESG regulatory landscape positively and recognise the business case
for sustainability initiatives.

Larger companies have a stronger readiness to meet the growing demands from EU companies and multinational corporations from other regions. However, SMEs face numerous challenges, including low awareness, limited resources,
financial constraints and a lack of practical knowledge.

Valuable supportive key measures for SMEs include gaining more knowledge about the evolving EU ESG legislative landscape and understanding of the business impact this poses for their company, along with practical knowledge and hands-
on support for how to implement and drive sustainability initiatives followed by tools and platforms to facilitate ESG data gathering, enhanced collaboration between stakeholders and support from trading partners.
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The execution of the study entailed several risks for which several

mitigating initiatives were applied

In the project’s scoping phase, potential risks were identified, along with suggested mitigation approaches to handl
therisks.

Identified potential risks:
* Low response rates amongst companies’ that have received the survey.
« Difficulties to arrange focus group interviews resulting in inability to carry them out as originally planned.

* Inability amongst focus group stakeholders to participate/show up for planned focus groups interviews due to
unforeseen hindrances (sickness etc.).

* Inadequate responses e.g. too many ‘don’t know’ responses hindering the ability to draw meaningful conclusions.
Suggested mitigation approaches to handle the risks:

* Pro-long project timeline: Extending the project timeline of the data collection phase can allow for ensuring a
higher response rate. This by allowing more time to send reminder emails and if necessary, conduct phone calls to
encourage respondents to take part of the survey.

« Digital interviews with local suppliers: Performing digital interviews with a few or a group of local suppliers can be
applied in case where datais inadequate, and thus to fill in data gaps.

* Interviews with experts: Performing a few interviews with selected experts can be applied to fill in data gaps and
enhance better understanding in relation to impacts on local suppliers.

ESG in Emerging Markets

e Throughout the project execution, some of the identified risks did occur.

The following risks did occur during the project:

Overall low response rates amongst companies that have received the survey.

Difficulties in arranging focus group interviews on the planned timeline. Due to the longer timeline forthe survey,
the focus group interviews were also delayed. Also, some of the focus group interviews were postponed with short
notice.

Inadequate responses regarding many companies choosing ‘other’ on industry categorisation.

Complex project coordination due to the many stakeholders across plural markets being involved.

Mitigation approaches that were applied to minimise the effects of the risks that occurred:

Pro-long timeline for the survey: The survey timeline was extended to allow for a higher response rate. The survey
was open longer time, there were additional reminder emails sent to respondents, and there was extensive
communication between Ramboll Management Consulting, Dland DI’s local partners.

Extended timeline for the focus group interviews: The timeline for the focus group interviews was prolonged.

Extended timeline for the project: Since the data collection took longer than expected, and because of the complex
project coordination, the overall project time plan was prolonged.

Manual adjustments for industries: If the respondent answered 'other' to the question, they also had to write a
text answer on which industry the company belonged to. These text responses were then converted to match
existing responses.

Increasing the amount of data: Respondents who had not completed the entire questionnaire but had answered a
couple of questions were also included in the report material, as the research objective revolved more around
finding trends within different markets and sections of the survey, than a multivariate analysis.
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The literature review and interviews served as initial data collection and
to scope the project

Purpose Focus Areas Interviews*
The preparatory phase acted as initial data collection and supported the The literature review served to gain an understanding of the following key Interviews were carried out with the following actors:
scoping and prioritisation of the research method. It was performed by areas:

- . . . . Local partners
desktop research combined with supplementary interviews with experts and P

DI local partner organisations across eight selected markets: India, Vietnam,
Kenya, Tanzania, Tlrkiye, South Africa, Colombia and the Philippines.

* Key EU ESG regulations, their scope, and key requirements to assess

¢ India: Confederation of Indian Industry (Cll
direct impacts on EU companies and likely indirect demands on their ry (€1

suppliers. ¢ Vietnam: Vietnam Chamber of Commerce and Industry (VCCI)

The insights from this phase supported the development of research

& . . P PP .p . * Local ESG legislation on the 12 markets, their scope, key requirements, * Kenya: Kenya Association of Manufacturing

hypotheses in relation to the overall research objective on how the push e A .

£ I . . and similarities with EU ESG regulations. . o .

or sustainability regulation in the EU and the increased focus on * Tanzania: Association of Tanzania Employers

sustainability among multinational companies is impacting companiesin * Key export sectors from each local market that supply to EU companies Tiirkive: Turkish Confederati ¢ Emol A iati

countries where DI is active. and thus face greater exposure to new ESG demands as a result from the urkiye: Turkish Lontederation of Employer Associations
direct regulatory requirements imposed on their EU customers. e South Africa: National Business Initiative (NBI)

The research hypotheses guided the subsequent data collection phases, the
survey and focus group interviews, and the analysis of data. Interviews were carried out to complement the findings of the desktop +  Colombia: ANDI: Asociacién Nacional de Empresarios de Colombia
research, focusing on eight markets identified by DI as the most influential

and strategically significant within the project's scope. * The Philippines: Employers Confederation of the Philippines

Experts

¢ Peter Lund-Thomsen, Professor of Corporate Social Responsibility in
Developing Countries at Copenhagen Business School
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Interview guide with DI Local Partners

Part I: Background on sectors and local ESG legislation

1. Which are key business sectors that European companies do business in within your market?
2. What are the main local ESG legislations that companies in your markets are affected by?
a. Are there any sectors that are more affected by sustainability legislation than others?
3. Are there any new, local ESG legislations that are coming into place in the near future?
4, Do you see any similarities between these legislations and the main sustainability legislations that are coming

out from the EU?
5.  Whathave been the primary ESG demands that your companies have been facing from foreign companies?

a. Are there any areas where you are particularly strong/aligned with foreign demands?

L4Ls
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Appendices

Part ll: Impact on local business derived from EU sustainability regulations and demands from multinational companies

6. What is the overall awareness and perception amongst local businesses towards the new
sustainability regulations that are coming out from the EU?

7. In what way do you see that new EU sustainability regulation has an impact on local companies?
a.ls itseen as anew trade barrier?

8. What are local business experiences from receiving sustainability related demands from customers
in the EU and other regions?

9. Whattype of sustainability demands are customers asking of local companies?

10. Are there any main capabilities that you see that local companies are lacking in order to meet the new
sustainability demands?

11. What type of support do you see that local companies are in need of to successfully meet the
increasing sustainability demands directed at them?

PARTIIL: Other

12. Are there any important factors to keep in mind when conducting a survey and focus groups interviews on your market?
For instance, language preferences.
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Overview of interviewees

1. Peter Lund-Thomsen, Professor at Copenhagen Business School. February 8t 2024.

2. SKarthikeyan, Deputy Executive Director at Confederation of Indian Industry. February 12th 2024.

3.  PerryFerrer, Industry Committee Chairman of the Philippine Chamber of Commerce and Industry. Februrary 12t" 2024.

4. Jenny Galvis Echeverry, Paola Buendia Garcia and Maria Camila Agudelo Salazar, National Business Association of Colombia.February 12t 2024.
5. Mai Hong Ngoc and Bui Thi Ninh, Vietnam Chamber of Commerce and Industry. February 20t" 2024.

6. Georgina Wachuka, Kenya Association of Manufacturers. February 232024,

7. Kennedy Rwehumbiza, Association of Tanzania Employers. February 23 2024.

8. Alex McNamara, Head of Operations at National Business Initiative South Africa. February 23" 2024.

9. Pelin Oztiirk Yudu and Utku Mert Metin, Confederation of Turkish Employers' Associations. February 28t 2024.
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Survey: Purpose, target group, research areas and structure enabled
deeper insights in the research questions

Purpose of the survey

Gathered quantitative data to obtain a good understanding of the impact on
local suppliers across the 12 chosen markets. This phase identified key areas
to investigate further during the focus group interviews.

Target groups

* The targeted groups were all organisations with connections to DI’s
partner organisations outside of EU within emerging markets.

* These were reached out to either through E-mails from Rambolls survey
system SurveyXact, or via specific links customized for each
market/partner organisation.

Questions covered the following three areas:

1. Awareness and prioritisation
2.  Customer demands & business impact

3. Readiness & Support

ESG in Emerging Markets

To further investigate and test the hypotheses, the survey questions were structured in the following matter:

Business categorisation: Introductory questions including business sector belonging, whether they export to the EU, company size and ownership structure to
enable comparison and identification of differences and similarities across these categories. This is important considering the hypotheses suggesting
significant variances across sectors and company sizes in terms of awareness, impact and readiness.

Scales: Questions using scales (1-5) to measure level of awareness, prioritisation, business impact and experience in addressing and working with ESG matters
in general and especially in relation to the three key identified areas for which increasing demands are expected: a) due diligence related to environmental,
social and governance issues, b) ESG data and reporting and c) Sustainable products and production. Focusing on the impact of legislation allows for a
pragmatic approach to answer the overall objective, given the low awareness of specific EU laws as accounted for in the literature review.

Ranking and multiple-choice: Questions using a combination of ranking and a given multiple choices to enable understanding of local suppliers’ experience,
anticipation, preferences or importance in relation to reasons for working with ESG matters, business impacts and key challenges as a result from new EU ESG
legislation and demands from multinational companies as well as needed supportive measures.

Open questions: Open questions where applicable to allow for further elaboration in relation to specific matters.

Other: All questions are to include the answer options “Don’t know/ Not applicable” and “Other”.

Seethe nextslide for further elaboration on how the survey questions were formulated.

111



Executive summary | Introduction | EU Sustainability Legislation | Findings & Recommendations | Country Deep Dives | Appendices

Survey questions was formulated to enable gathering of insights in
relation to three research areas

Base for formulation of survey questions

Overall objective Research areas

Awareness &
Prioritisation

Increase the knowledge on how the
push for sustainability regulation in the
EU and the increased focus on

Customer
Demands & .
Business Impact

sustainability among multinational
companies is impacting companiesin
countries where DI is working. .

Readiness &
Support .

ESG in Emerging Markets

Level of awareness towards EU ESG legislative developments
Level of awareness towards EUDR, CBAM and EU Conflict Mineral Regulation amongst local suppliers to whom these regulations are likely to indirectly apply

Level of prioritisation in terms of willingness to address and work with ESG matters

Which of the identified, increasing customer demands (e.g. ESG data, respect and compliance of human and labour rights, CO, reduction etc.) local suppliers
currently are facing and are expected to face in the upcoming years, and if other, yet unidentified, demands exist or are anticipated

Level of dialogue between the local suppliers and theirtrading partners and how these demands are being communicated to local suppliers
If local suppliers experience any differences in ESG related demands from customers from other regions outside the EU, and what these in that case are

Level of business impacts (positive and negative) that local suppliers have experienced in their own business and are expecting to experience in the near 2-
5-and +5 years

Current and expected types of business impact (e.g. trade barrier, compliance costs, access to new customers)

Level of experience in working with sustainability questions
Reasons for working with ESG matters (e.g. certificates, local ESG legislation, internal or external pressure)

Level of experience in working with the three ESG areas for which increasing demands are anticipated: Human rights due diligence, ESG data and reporting,
sustainable products & productions

Which of the key identified challenges (e.g. lack of skills and knowledge) local suppliers experience the most, and if there are other yet unidentified
challenges

Which of the identified supportive measures (e.g. practical knowledge) is regarded as most valuable to local suppliers and if there are other, yet
unidentified supportive measures
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Survey: Practical distribution

Practical distribution

* The study was distributed digitally via SurveyXact and via DI's local
partner organisations.

* The survey was conducted in English for all markets except Vietnam, the
Philippines, Turkey, Burundi and Colombia where it was translated to
local languages. Respondents in these markets also had the opportunity
to answer the survey in English.

* The survey remained open for varying periods depending on market but
was open for a total of 8 weeks, from week 14 to 22.

* Reminders emails was sent out weekly to ensure enough responses,
primarily via email but also through WhatsApp in the Eastern African
markets.

* Ramboll also drafted and shared market-specific email reminders to help
and simplify the reminder work for the partner organisations that chose
to share the link to the survey themselves.

ESG in Emerging Markets

Roles and responsibilities
Ramboll Management Consulting

* Developed the first draft of the survey questions based on the identified
research areas.

* Invitation email was sent to target groups, as well as reminder emails.

DI

* Provided feedback and approval of the survey questions and emails.

Dl Local partners
* Sent out a specificlink to survey.

e Sent out 2-4 reminder emails, based on need and availability.

Survey outcome and general questions

Total number of respondents answering: 778
Respondents who finish the whole survey: 464

A majority of the respondents represented larger companies (43,5%
answered ‘more than 500 employees’ and 13,5% answered 250-500
employees’)

Most respondents defined their business sector as ‘other’ (37,1%),
followed by ‘textile, clothing, leather, footwear (20,2%), and agriculture
(11,3%)

i Country Number of respondents

i Colombia 136}
! India 37:
: Vietnam 165§
i The Philippines 61:
! Turkiye 55%
i South Africa 58:
: Kenya 47}
i Burundi 61:
! Etiophia 41}
! Malawi 6:
: Tanzania 37:
i Uganda 741
! Total 778:
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Questions inclu In urv
estions included in the survey

1.  Business sector 19.
2. Country 20.
3. Which business sector does your company belong to? 21.
4.  What is the size of your company? 22.
5.  Doesyour company have EU companies as customers?
6.  What does your company's ownership structure look like? 23
7.  How well is your company aware of the EU's new and upcoming sustainability related legislative developments? 24

Is your company familiar with any of the following EU sustainability legislations? Please pick all relevant altematives. 2
9.  How does your company prioritise working with sustainability today? 2%.
10. Do you believe sustainability will become a more prioritised topic for your company to work with in the next three years?
11. What are the main reasons for your company to work with sustainability? Please pick up to three answer alternatives. 27.
12. Doesyour company have experience from receving sustainability-related demands or requests from customers? 28,
13. To what extent has your company experienced an increase in sustainability-related demands or requests from customers over

the last few years?

29.

14. Inrelation to what ESG area do the customers typically have demands or requests?
15. What type of environmental-related demands or requests are customers asking for? Please pick all relevant alternatives 30.
16. Where is your company currently turning to get support with GHG emissions data and/or environmental declaration (LCA, EPD)?

Please pick all relevant altemnatives. 31.
17. What type of social-related sustainability demands or requests are customers asking for? Please pick all relevant altematives.
18. What type of governance-related sustainability demands or requests are customers asking for? Please pick all relevant 32.

altematives.

33.

ESG in Emerging Markets

How are customers communicating these demands or requests? Please pick up to three answer alternatives.
Does your company experience a difference in sustainability demands from customers from other regions outside the EU?
To what extent do you already think that customers' sustainability demand will impact your company?

What type of business impact do you see or think customers' sustainability demand will have on your company? Please pick up
to three answer alternatives.

How do you percieve existing and/or incoming sustainability demands from your customers?
How experienced is your company in working with sustainability demands?

How experienced is your company with working in sustainability within the following areas? - Collecting and reporting
environmental data

How experienced is your company with working in sustainability within the following areas? - Collecting and reporting social
data

How experienced is your company with working in sustainability within the following areas? - Collecting and reporting
governance data

How experienced is your company with working in sustainability within the following areas? - Due diligence processes (managing
actual and potential negative impact on environment and people)

How experienced is your company with working in sustainability within the following areas? - Sustainable/green products (e.g.
sustainable materials)

How experienced is your company with working in sustainability within the following areas? - Sustainable production processes
(e.g. minimising CO2-emissions)

Which of the following factors do you see as barriers for your company to make progress on sustainability? Please pick up to
three answer alternatives.

Where does your company turn to gain help and support with sustainability matters? Please pick up to three answer
alternatives.

What factors would be valuable for your company to facilitate future progress on sustainability? Please pick up to three answer
alternatives.
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Focus group interviews: Purpose, format and target groups

Purpose with the focus group interviews Outcome of the focus group interviews

To gather qualitative data in relation to the study and get and in-depth * 120 company representatives in total participated in the six focus group interviews.

understanding of the trends identified in the survey. . . . -
* Notes were taken at each of the focus group interview sessions by Ramboll facilitators and DI staff.

* The focus group interviews included large companies and SMEs to capture the diverse challenges associated with company sizes.

Countries . . . . . -
* The focus group interviews were conducted with local actors having EU companies as significant trade partners.

Kenya, South Africa, Vietnam, India, Tlrkiye, and Colombia.

Roles and responsibilities

Format
Ramboll

The focus group interviews were conducted over either one or 1-2 days per
country with 12-16 companies per market. The questions were developed
based on the insights from the literature review as well as the survey results.

* Ramboll had the overall responsibility for the execution of the focus group interviews. This includes developing format, scop e (incl. proposal for targeted
industries and function within each company) and facilitating the sessions.

The focus group interviews were divided into two or three parts, given the DIProject Managers

preferences of the local partner organisations: * Provided feedback on targeted industries and invited companies to the sessions.
Session 1 — Awareness, Prioritisation * Helped provide venues for the sessions.

Session 2 - Customer Demands Business Impact * Welcome and introductory remarks (when possible and on-site).

Session 3 —Ability to meet demands and Support needed Dllocal partners

In each session, the participants were asked to capture the general trends in * Supported in the identification of suitable companies to invite to the sessions.
their own country, using their own experiences as examples to guide the ) ) o

dicchssion * Supported the DI Project Managers with the invitations as needed.

ESG in Emerging Markets
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Interview guide for focus group interviews

Awareness & Prioritisation

1 The survey indicates that awareness of current and upcoming European
sustainability legislation is generally low. Why do you think that is?

Please consider factors such as:

* Awareness: What channels or sources arein place to inform you about
new legislation?

* Level of Complexity: How complex is the legislation, and how hard is it to
understand and keep up with these regulations?

*  Main Barriers: What are the main obstacles preventing greater awareness
(i.e., limited resources, lack of training etc).

*  Export Exposure: How does your company’s involvement in export
markets affect your awareness and prioritisation of European
sustainability legislation?

2. A relatively high number of companies report that working with sustainability is a

priority for them today.

a. Whyisit prioritised and where is the drive working with sustainability
coming from?

b. What are the key elements of current sustainability efforts?

3. Would you say that the conversation and work with sustainability changed over the
past years —how?

ESG in Emerging Markets

Customer Demands & Business Impact Ability to meet demands and support needed

1. When it comes to customer demands, companies report a clear divide: half state 1

that sustainability demands have significantly increased over the past few years, while
the other half indicate only moderate to no increases.

a. What could explain such divergence?
b. What factors could feed into such puzzle?
Please consider factors such as: 2.

* The nature of the company (size, ownership etc).

e The sector they operate in

* Lack of awareness of customer requirements etc. 3

* Are thereany unique conditions for Turkiye?

2. How do you experience communication from customers regarding sustainability
requirements? Is there insufficient communication from customers?

3. More than a majority of companies state that customer sustainability demands will
significantly impact their business.

a. How do you think that impact will play out?
b. What factors determines whether you are impacted severely or
more easily?

4. The survey indicates a clear divide in whether you regard ESG legislation as a
business opportunity or a trade barrier. What are the arguments for each case?

How would you describe the generalability amongst Turkish companies to
meet increasing sustainability demands fromabroad?

a. Is the ability equally distributed in terms of E, Sand G — where are
competences lacking and why?

Many companies state that they expect sustainability demands to increasein
the following years. What do you think is required from you to meet any
upcoming demands?

What type of support would your company need to meet customer
sustainability demands?

a. What would you require from your trade organisation?

b. From your EU customers?
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Data Analysis & Report Writing: Mixed methods and triangulation

approach allowed for a robust analysis

Ramboll Management Consulting performed the analysis based on a mixed methods and triangulation
approach, which enabled solid conclusions and recommendations. The analysis was based on four themes:
1) Key EU legislation and local market conditions; 2) Awareness & Prioritisation; 3) Customer Demands &
Business Impact; and 4) Readiness & Support.

The analysis and report writing were executed in five steps:

1. Analysis of literature review & initial interviews

The findings of the literature review were categorised into different themes. Notes from the initial
interviews were analysed and categorised. By executing an overall analysis of the findings from the
literature and the initial interviews, the study’s hypotheses were developed. This analysis focused on all
four themes.

2. Analysis of quantitative data

The data gathered through the online survey was cleaned to ensure data quality and with no advanced
statistics being required it was decided to include incomplete responses to increase sample size. This
analysis focused on themes 2-4. The data was analysed based on differences between the sizes of
companies, ownership structures and market (country). Interesting key highlights were showcased through
multiple charts and graphs.
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3. Analysis of qualitative data

The notes and the overall impressions from the focus group interviews were analysed. Key highlights from
the data were highlighted, and the data was categorised according to themes 2-4. The data was also
analysed based on differences between the sizes of companies, and ownership structures.

4. Triangulation of data

The data from the literature review, the initial interviews, the survey, and the focus group interviews were
triangulated and merged into one overall analysis. The data was cross-checked between the different data
sets, enabling a robust analysis. The analysis focused on all four themes. The data was also analysed based
on differences between the sizes of companies, and ownership structures.

5. Report writing

The study and its findings and recommendations were summarised in this report. Ramboll Management
Consulting developed a first draft that Danish Industry (DI) gave feedback on. Lastly, Ramboll Management
Consulting updated the report based on the feedback.
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