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1. What do we measure?
VE's ESG scores measure the degree to which companies take into account and manage material
Environmental, Social and Governance factors1. Companies with higher ESG scores are stronger
at managing relationships with their stakeholders. They are also less likely to experience business
disruption or miss opportunities due to a failure to consider and meet their stakeholders’
expectations. This, in turn, can better position them to mitigate risks and create sustainable value
for shareholders over the medium to long-term. In order to generate our scores, we analyse and
score up to 38 distinct ESG criteria that are framed within 40 industry specific models.
Figure 1: The Flow of our ESG Assessment Analysis and Output
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Factors are defined as those business risks and opportunities that affect sustainable value creation for the company and/or its stakeholders.
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2. ESG Criteria
The table below shows the 38 ESG criteria, the management of which we assessto generate our
company scores.
Figure 2: ESG criteria
ESG Pillars and the associated ESG Criteria
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On each of these ESG criteria, we generate scores from 0-100. The scores available allow users
to easily identify areas of stronger and weaker management approaches that in turn expose
companies to different types of risk. These criteria have been set within our framework for over 10

years providing a long back-history of performance data to understand trends at company and
sector level.
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Each criterion has a defined set of ‘Principles of Action’. These determine the active content of
our analysis and articulate the actions that we would expect a high-performing company to
undertake in this dimension. We derive these principles from universally recognized norms and
standards emanating from organizations such as the UN, ILO and OECD. Amongst others, these
include:
•

The Ten Principles of the Global Compact of the United Nations, 1999

•

The OECD Guidelines for Multinational Enterprises, 2011

•

The Fundamental Conventions of the International Labour Organization

•

The Universal Declaration on Human Rights, 1948

•

The Sustainable Development Goals of the United Nations, 2015

Figure 3: Example - Health and Safety Criterion
Figure 3 illustrates the principles of actions underlying the Health and Safety criterion (a Social
criterion), and the international guidelines from which these principles are derived.

Standard Setters & Standards

PRINCIPLES OF ACTION
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By framing our methodology around the expectations for corporate social responsibility that have
been set by standard setters, we ensure that we are assessing issuers on elements that they are
objectively considered to be responsible for.
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3. ESG Materiality Assessment
We recognize that the challenges facing companies are not uniform. Our assessment models are
therefore customized to a range of industry specific models. In each industry framework, the 38
generic ESG criteria are assigned a weight from w0 (not relevant to the sector) to w3 (highly
material to the sector). Weighting is based on the significance/ prominence of relevant stakeholder
rights in international reference texts, as well as industry-specific risks to the company and its
stakeholders (see Figure 5). On average, a given sector has 25 criteria deemed relevant to it, with
an industry-specific materiality weight assigned to each criterion.
Figure 4: 40 industry frameworks
40 Industry Frameworks
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Figure 5: ESG Criteria weighting approach2
Weighting Criteria
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The overall weight of the criterion (w0 to w3) is determined by reference to a sum of the numerical
levels assigned to the three aspects – nature of rights, stakeholder risks and company risks. The
weights of criteria are important because a company’s ESG Overall Score is based on the weighted
average of the scores in the criteria under review. The weights of our sector frameworks are
regularly reviwed to ensure their suitability.

2 Our

materiality methodology is aligned with the double materiality perspective advocated by the European Non-Financial Reporting

Directive. The approach ensures that a company’s management of vulnerable/peripheral stakeholders are not excluded from our
analysis. This approach helps ensure that we are measuring sustainability impact as well as ESG risk management.
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4. ESG Management Assessment
A three-pillar managerial questioning framework is applied to each ESG criterion3.
•

Quality of leadership
o
o
o

•

Extent of implementation
o Means allocated: sufficiency of processes and measures put in place to ensure that
the organization is capable of achieving its stated objectives
o
o

•

Visibility of the commitments: existence of defined, understandable and accessible
policies related to the criterion
Exhaustiveness of the commitment: the degree of alignment between the company
policies and the principles of action expected for a high performing company
Ownership of the commitment: assignment of accountability to a person or a
department for the realization of the stated objectives

Geographical coverage: comprehensive coverage of all business locations
Scope: the extent to which processes and measures put in place cover all of the
relevant principles of action expected for a high performing company

Results (measures of effectiveness)
o
o
o

KPI indicators: objective assessment of company’s performance relative to its stated
objectives and its sector
Stakeholder feedback: occurrence of controversies related to the principles of action
under review
Controversy management: nature of company’s response to any allegations (e.g., noncommunicative, reactive, proactive).
Leadership
Assessme
nt

Criterion
Score

Implementatio
n Assessment

x/100
Results
Assessme
nt

-

Visibility

-

Exhaustiveness

-

Ownership

-

Means

-

Coverage

-

Scope

-

KPIs

-

Stakeholder Feedback
Controversy

33% of the

Manageme

score

33% of the
criterion
score
33% of the
criterion
score

criterion

nt
3

The systematic application of this questioning framework ensures that we generate scores on companies that are holistic in nature.
We integrate a qualitative view on commitments, systems, a quantitative view using KPI analysis and supplement those aspects with
feedback from third party sources for our controversy analysis.
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5. ESG Score Generation
The diagrams within this section show how we develop our scores from the ‘bottom up’. We begin
with the generation of the ESG criteria scores, followed by the E-S-G scores and finally the ESG
Overall Score.
Figure 6: Criterion level scoring
This illustrates how a criterion-level score might be determined using our managerial questioning
framework. Each of the dimensions outlined below are separately scored from 0 to 100. A score
for each pillar is generated first. The criteria level score is then the average of the 3 pillar scores.
Criterion Score = 61/100

Leadership Pillar

Implementation Pillar

Results

[72/100]

[76/100]

Pillar

33% of criterion score

33% of criterion score

[34/100]
33% of criterion score

Visibility score

Means

KPI Trends

(65/100)

score

score (0/100)

20% of pillar score

(65/100)

30% of pillar score

40% of pillar score

Exhaustiveness
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Stakeholder feedback score

score (65/100)

(65/100)

(30/100)
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35% of pillar score

Ownership score

Scope

(100/100)

score

20% of pillar score

(100/100)

Controversy management
score
(65/100)
35% of pillar score

30% of pillar score

Product safety criterion is assigned a total score of 61 of 100, based on the pure average of

scores in the three pillars.

10

Figure 7: E-S-G Level Scoring
The scores for the environment, social and governance pillars are derived from the weighted
average of the ESG criteria that sit beneath them. So, taking this example, the S score of 47 =
((30 x 2) + (45 x 3) + (65 x 2) + (50 x 1))/ (2+3+2+1).
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G SCORE - 28/100
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Figure 8: The ESG Overall Score
The ESG Overall Score is the weighted average of all the criterion scores under review in the
issuer’s sector specific framework.
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6. Controversy Monitoring and Alerts
ESG controversies4 are systematically integrated into our ESG Assessments. They are monitored
daily by a dedicated team. From a transparency perspective, all companies are able to view the
controversies that are impacting their ESG Assessment via our VE Connect platform. Here they
can view the sources, the analysis and provide additional feedback to us.
From a methodological perspective, all controversies are systematically assessed along the same
axes
-

The Severity of the controversy

-

The Frequency of controversies on this ESG issue

-

The Responsiveness of the company to this controversy

The final output is an assessment on the Controversy Risk Mitigation capacity of the company
-

At case level (the event)

-

At ESG criterion level (all events on a given ESG criterion)

-

At E-S-G level (all events within the E, S and G pillars)

-

At Overall level (all controversy events)

Where necessary, VE produces ALERTS that provide quantitative and qualitative analysis outlining

precisely how the event has been assessed and how it has impacted an ESG Assessment.
Figure 10: Types of Alert

Alert Type

Impact
Assessment

Downgrading

deteriorate

s
Assessme

Upgrading

nt
improves
No change to

Confirmation

Monitoring

assessments

Trigger
An event negatively impacting stakeholders that is of sufficient gravity that it
reduces our opinion on the company’s capacity to manage the relevant E-S
and/or G responsibilities.
An event leads to a sustainable and positive impact on stakeholders. An event that
represents a positive radical change in stance from a company in favour of CSR

objectives.
An event takes place that gains widespread media coverage requiring a response
from the Agency. However – the response is that we confirm the pre-existing
assessment on the company.

No change to

An event takes place gaining widespread media attention and requiring a public
response from the Agency. However, the scope of the company’s

assessments

responsibilities/culpabilities remains unclear and so no change is made to the
assessment.

4 public information from traceable and liable sources that incriminates a company on ESG issues within the scope of our ESG
Assessment. Such incriminations may relate to specific facts or events, to their conflicting interpretations, legal procedures or
unproven claims
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7. Data Collection
Our ESG Assessments integrate qualitative and quantitative data, management and performance
data and self-reported and third-party data. Examples of the sources used are provided below.
Figure 10: Sources of data
-

Corporate Reporting: CSR Reports, Annual Reports, 10K forms, Codes of Conduct/Ethics,
internal policies, collective bargaining agreements etc.

-

Direct company contact: Non-confidential information provided by companies in response to
the VE Connect questionnaire, or during the natural course of the rating process.

-

Stakeholder websites: information from key stakeholder sources such as the Carbon Disclosure
Project and the Business and Human Rights Resource Centre.

-

Factiva press database: news stories about the companies extracted from hundreds of global
press sources.

8. ESG Assessment Process
Our ESG Assessments follow a 4-step process:
-

Information Collection: 2 months before any analysis begins, Companies have access to our
online portal VE Connect where they are able to see their previous ESG assessments and their
current assessment framework. They are able to ask questions and request additional support
from their dedicated ESG analyst. Over this 2-month period we encourage companies to
provide responses to the questionnaire or to provide us with links to the key documents
necessary for the assessment.

-

Analysis: at the end of the 2-month period, our ESG analysts produce the draft assessment of

the issuer.
-

Draft Review: once the draft assessment has been produced and quality checked, it is provided
to the issuer. They have the opportunity to review and provide commentary on the document.

-

Assessment closure and publication: the commentary from the company is assessed and where
necessary, integrated into the final ESG assessment. Additional quality checks are conducted
and then the updated assessment goes live.
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9. Deliverables
The deliverables of our ESG Assessment include:
-

PDF reports at company level integrating quantitative and qualitative analysis

-

PDF sector reports integrating quantitative and qualitative analysis

-

PDF reports at portfolio level integrating quantitative and qualitative analysis

-

Excel datasets with quantitative data

The results of our ESG Assessments are made accessible to investors:
-

Via our VE DataLab platform

-

Via FTP

-

Via API

The results of our ESG Assessments are made accessible to companies:
-

Via our VE Connect platform. Here they can download their ESG Scorecard which contains
their most up to date scores.

10. Find out more
To find out more about our ESG Assessments please use the following contact details below:
•

Investors: If you are interested in understanding more about our offer or require a trial
access to our data and platforms, please contact Richard.porte@vigeo-eiris.com

•

Companies: if you would like free access to your ESG Scorecard or want to know more
about our products and services for companies, please contact Nicolas.moriceaugomez@vigeo-eiris.com

•

Press: for press enquiries, please contact Savannah.rowe@vigeo-eiris.com
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DISCLAIMER
© 2021 Vigeo SAS and/or its licensors and subsidiaries (collectively, “V.E”). All rights reserved.
V.E provides its customers with data, information, research, analyses, reports, quantitative model-based scores,
assessments and/or other opinions (collectively, “Research”) with respect to the environmental, social and/or governance
(“ESG”) attributes and/or performance of individual issuers or with respect to sectors, activities, regions, stakeholders,
states or specific themes.
V.E’S RESEARCH DOES NOT ADDRESS NON-ESG FACTORS AND/OR RISKS, INCLUDING BUT NOT LIMITED TO:
CREDIT RISK, LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. V.E’S RESEARCH DOES NOT CONSTITUTE
STATEMENTS OF CURRENT OR HISTORICAL FACT. V.E’S RESEARCH: (i) DOES NOT CONSTITUTE OR PROVIDE
CREDIT RATINGS OR INVESTMENT OR FINANCIAL ADVICE; (ii) IS NOT AND DOES NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES; AND (iii) DOES NOT COMMENT
O N THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. V.E ISSUES ITS RESEARCH WITH THE
EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. V.E’S
RESEARCHIS NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND
INAPPROPRIATE FOR RETAIL INVESTORS TO USE V.E’S RESEARCH WHEN MAKING AN INVESTMENT DECISION.
IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. V.E’S RESEARCH
IS NOT INTENDED FOR USEBYANY PERSON AS A BENCHMARK AS THAT TERMIS DEFINED FOR REGULATORY
PURPOSESAND MUST NOT BEUSED IN ANY WAY THAT COULD RESULTIN THEM BEING CONSIDERED A
BENCHMARK.
ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT V.E’S PRIOR WRITTEN CONSENT. ALL INFORMATION
CONTAINED HEREIN IS OBTAINED BYV.E FROM SOURCESBELIEVEDBYITTO BEACCURATE AND RELIABLE.
BECAUSE OF THE POSSIBILITY OF HUMAN OR MECHANICAL ERRORAS WELLAS OTHER FACTORS, HOWEVER,
ALL INFORMATION CONTAINED HEREIN IS PROVIDED “AS IS” WITHOUT WARRANTY, EXPRESSOR IMPLIED, OF
ANY KIND, INCLUDING AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS
FOR ANY PARTICULAR PURPOSE. V.E IS NOT AN AUDITOR AND CANNOT IN EVERY INSTANCE
INDEPENDENTLY VERIFY OR VALIDATE INFORMATION IT RECEIVES.
To the extent permitted by law, V.E and its directors, officers, employees, agents, representatives, licensors and suppliers
(together, “V.E Parties”) disclaim liability to any person or entity for any (a) indirect, special, consequential, or incidental
losses or damages, and (b) direct or compensatory losses or damages caused to any person or entity, including but not
limited to by any negligence (but excluding fraud, wilful misconduct or any other type of liability that, for the avoidance of
doubt, by law cannot be excluded); on the part of, or any contingency within or beyond the control of any V.E Party,
arising from or in connection with the information contained herein or the use of or inability to use any such information.
Additional terms For PRC only: Any Second Party Opinion or other opinion issued by V.E: (1) does not constitute a PRC
Green Bond Assessment as defined under any relevant PRC laws or regulations; (2) cannot be included in any
registration statement, offering circular, prospectus or any other documents submitted to the PRC regulatory authorities or
otherwise used to satisfy any PRC regulatory disclosure requirement; and (3) cannot be used within the PRC for any
regulatory purpose or for any other purpose which is not permitted under relevant PRC laws or regulations. For the
purposes of this disclaimer, “PRC” refers to the mainland of the People’s Republic of China, excluding Hong Kong,
Macau and Taiwan.
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