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ESG Strategies: 
The role of human resources management

1. Background

The Stock Exchange of Hong Kong Limited (“Exchange”) fosters an effective governance structure of environmental, social and governance (ESG) related matters; and therefore new requirements has become effective to ensure that the board of the listed companies shall identify and evaluate ESG risks and opportunities (Lu, 2016). Therefore, business firms are not immune to such changes. They face immense pressure for example, from the investors to pay attention to carbon neutrality and need to manage the opportunities and risks attributable to ESG factors. In fact, the environmental awareness of many companies have been increasing as a result of different environmental problems, environmental laws and increasing pressure from the market and the stakeholders.

Dated back to 1990s, capital began to emphasize issues such as racial, gender equality, labour rights were well recognized in the business world (Ruggie, 2013). On the other hand, Enron’s bankruptcy filing because of serious integrity issues and corporate scandals had raised the attention of US government and investors about the sustainability of business (Johnson, 2003). Then Al Gore published his book “An inconvenient truth” in year 2006 had further raised the discussion not just in US, but the awareness of global warming and the effect globally (Gore, 2006). In 2006, UN Principles for Responsible Investment (PRI) firstly introduced the concept of ESG and further promoted its practice globally, resulting in the rapid global development of ESG. 

Stakeholders play an important role in ensuring companies to manage their ESG activities appropriately (McElroy and van Engelen, 2012). It reflects the importance of investigating how an organization can develop working-relationship with its relevant stakeholders such as employees, customers, suppliers and regulators etc. when implementing ESG strategy.

According to Buysse and Verbeke (2003), among different stakeholders, an organization will actively work with its internal and external stakeholders with the aim to achieve a common goal. The scholars further indicated that a company’s employees can be considered as its internal stakeholder whereas customers, investors, suppliers, regulators, communities and other business partners etc. are external stakeholders.  Employee as one of the key stakeholders, the perspective from the employee is important to the success of ESG implementation.

Human Resources (HR) as a key functions to serve the employee, there must be a role for the HR in implementing ESG strategies. There are Green Human Resources (Ahmad, 2015) which proven that the role of Human Resources (HR) is important to the implementation of environmental protection related strategies. Green HR has an influence on the organization’s environmental performance indirectly; and at the same time the leadership of the organization plays an important role to affect the HR practices and the green innovation of the organization will be affected accordingly (Singh et al., 2020).

Before the outbreak of COVID 19, Tourism has a major seat in contributing to the global gross domestic product (GDP) at 10.4%, and allowing the tourism industry play a major cards among all great companies. For the global exports, seven percent is contributed by Tourism and one out of 10 jobs are related to the tourism industry directly (WTTC, 2018). 
Within the tourism industry, Hotels are accommodating tourism and local people, which is also the core business in the accommodation sector. To ensure the smooth operations in a hotel, it is required to use significant amount of energy, water, food and all sorts of materials which to a certain extend will affect the reputations of environmental protection. Therefore, it is not uncommon that the customers seek “green consciousness” in hotel operations management (Casado-Díaz et al., 2020; Yu et al., 2018). The operators of hotels are transforming their services and products to adapt to the “green wave” focusing on the eco-friendly attributes in order to become “green” or “environmentally-friendly” hotels 
(Han et al., 2018). 


2. Problems and Potential Issues

2.1. Definition of Problems
	
The hotel industry contributes to the economy and employment in the tourism sector (Dogru et al., 2020). On the other hand, to maintain the operations hotels has to use a large amount of energy and water for heating, cooling, and lighting, which lead to unfavourable influences the environment. Because of the resource-intensive nature, the hotels bring significantly impacts the natural environment (Rahman et al., 2015). 

Senior management thinks that it is necessary to implement ESG, and one of the key stakeholders of implementing ESG is employee. Therefore the perception and the involvement of employees are very important to the success of ESG implementation. As HR is the key function to serve the internal customers i.e. employees, therefore the HR management to a certain extend shall affect or assist the successful implementation of ESG strategies. There are many research related to “Green HR Management”, but there is little research about “ESG HR Management”. 

The main purpose of this study is to review the ESG strategy of hotels, as the hotel industry can implement ESG activities and practices to resolve many important issues, which have the impact on greenhouse gas emissions, corporate sustainability and safety etc.

2.2. Potential issues

1. 
2. 
2.1. 
2.2. 
2.2.1. lack of buy in of staff may lead to difficulties in implementing ESG

Stakeholders can be viewed as ‘any group or individual who can affect, or is affected by, the achievement of corporation’s purpose (Freeman, 1984: vi). Stakeholders can be further categorized as primary or secondary. According to Clarkson (1995), stakeholders who have a formal, official or contractual relationship with a firm are the firm’s primary stakeholders whereas those who are not engaged in transactions with the firm and not essential for the firm’s survival are secondary stakeholders. 

The main stakeholders in the hotel industry normally include hotel owners, investors, employees, corporate executives, customers, suppliers, consultants, legal actors, the local government and the community or society (Benavides-Velasco et al., 2014; Darnall et al., 2008; Gadenne et al., 2009; Lo, 2013;Torres et al., 2014). 

Hotel services and operations are very labour intensive and because the service can be heterogeneous and differ from customer and situations (Ramphal & Nicolaides, 2014). The service quality will very much depends on the performance of hotel employees. 

For implementing green initiatives, there is a significant increase of workload for hotel employees, which may lead to dissatisfaction and effect the engagement of staff (Luo & Fan, 2019). Therefore it is worth looking into the buy in of employees during the implementation of the ESG initiatives which is not only restricted to green or environmental initiatives. 

2.2.2. Lack of clarity of the role of HR in ESG strategies 

The implementation of ESG is a top down approach and the senior leaders shall assign the work to the departments concerned. However, there is lack of the clarity of roles of human resources departments and the human resources professionals. In this research shall list a set of activities associated with the initiation, implementation, and continuous maintenance to the implementation of ESG.

Researches of Green HR is well studied, but as the scope of ESG is bigger than green initiatives and the concept of ESG is established later than green, therefore research that is creating the proper noun and definition of “ESG HR” is not notified and the role of HR in ESG is not well established.

3. Literature Review

3.1. What is ESG?
The United Nation report entitled ‘Who Cares Wins” firstly introduced the term ‘Environmental, Social and Governance (ESG)’ in 2004. Since then, ESG issues has often been incorporated in company business strategy. Different from Corporate Social Responsibility (CSR), which is normally related to corporations’ activities focusing on more socially responsible and being a better corporate citizen (Gillan, Koch and Starks, 2021), ESG refers to the activities and practices of an organization, which are respectively related to the environmental responsibility, social responsibility and corporate governance responsibility of corporations (Gao, Meng, Gu, Liu, and Farrukh, 2021).

[bookmark: _GoBack]Environmental responsibility has become an important consideration when a business organization develops its strategy because of the increasingly serious environmental problems such as the climate change, plastic pollution, air and water pollution, and carbon emission etc.. For instance, in the hotel industry, hotels incorporate environmental management into their business strategy as a result of the pressure from their stakeholders such as green travellers who normally select environmentally-friendly hotels to stay; business partners who prefer doing business with environmentally-friendly companies; and environmental groups and communities who care about and monitor company environmental performance (Hu, Liu, Yuen, Lim and Hu, 2019). In the hotel industry, hotel companies are also under pressure to change the policy as a result of EU hotel policy in order to achieve the EU’s overall environmental goals (Dyrhauge, 2013).

Social responsibility is normally evaluated by different aspects such as working condition, health and safety, labour management, and human rights (Muñoz-Torres, Fernández- Izquierdo, Rivera-Lirio, and Escrig-Olmedo, 2019). Turban and Greening (1997) indicated that companies, which are willing to spend effort to build up good relationship with their stakeholders such as employees and the wider community, have competitive advantage while operating their businesses.

Corporate governance responsibility refers to the governance activities related to board structure, which is an essential element in dealing with a business and optimizing the business’ performance in the best interests of shareholders. Luan and Tang (2007) indicated that a firm’s performance is positively affected with appointment of an independent director. Some studies further concluded that the board gender diversity may improve the company corporate financial performance (Hoobler, Masterson, Nkomo and Michel, 2016).

To implement ESG strategy, a company can consider to introduce and implement different initiatives. Xie, Nozawa, Yagi, Flujii and Managi (2019) in their study identified some common ESG activities and practices that companies normally perform. Table 1 shows the common ESG activities identified.

Table 1 Common ESG Activities

	Environmental activities
	Social activities
	Governance activities

	· Verification type
	· Equal opportunity policy
	· UN global compact signatory

	· Green building policy
	· Human rights policy
	· Global reporting initiatives criteria compliance

	· Sustainable package
	· Training policy
	· Global reporting initiatives checked

	· Environmental quality management policy
	· Employee corporate social responsibility training
	· Percentage of independent directors

	· Environmental supply chain management
	· Health and safety policy
	· CEO duality

	· Climate change policy
	· Fair remuneration policy
	· Audit committee meetings

	· Climate change opportunities discussed
	
	· Percentage of women on board

	· Risks of climate change discussed
	
	· Executive compensation linked to ESG

	· Emission reduction initiatives
	
	

	· New products – climate change
	
	

	· Energy efficiency policy
	
	


Source: Xie et al. (2019)


There are several ESG evaluation systems available to measure an organization’s contribution to ESG. Such systems include those developed by Thomson Reuters and Goldman Sachs etc.. According to Yu, Guo and Luu (2018), when reporting ESG data, some organizations normally report greenhouse gas emissions, hazardous waste environmental fine etc. (environmental dimension), the employee turnover rate, community involvement and spending (social dimension) and board duration and size etc. (governance dimension) The scholars further indicated that firms with greater asset size, better liquidity and good past financial performance will be more transparent in EGS issues.

3.2. The Impact of COVID-19 on ESG
3.2.1. Environmental dimension
There are many impacts of the COVID-19 pandemic on the environment in accordance with a 2020 report by the United Nations Economic Commission for Europe (UNECE). The reports stated that the pandemic has slowed down pollutant emissions and the use of natural resource. Because of the lockdown in many countries, the reduction use of air traffic and automobiles etc. has

decreased the emission of carbon dioxide (Nassos, 2020). But, the pandemic has triggered an increased use of plastics and an increase in illegal waste- dumping. UNECE also stated that more people have turned to unsustainable harvesting of natural resources because of the loss of their livelihoods. The organization further warned that pressure on the environment will resume once the pandemic eases.

3.2.2. Social dimension
Due to Covid-19, some companies have engaged in corporate social responsibility (CSR) activities in order to help overcome the crisis. For instance, some hotels have provided accommodations to healthcare workers (Shin, Sharma, Nicolau and Kang, 2021). However, many workers have lost their jobs due to the impact of Covid-19 on different business sectors (von Wachter, 2020)

3.2.3. Governance dimension
Khatib et al. (2021) found that COVID-19 has affected all firm characteristics including firm performance and governance structure. The scholar in their research concluded that board meetings and audit committee have negative influence on a firm performance pre and post-COVID-19.


3.3. Stakeholder theory

Stakeholders play an important role in ensuring companies to manage their ESG activities appropriately (McElroy and van Engelen, 2012). It reflects the importance of investigating how an organization can develop working-relationship with its relevant stakeholders such as employees, customers, suppliers and regulators etc. when implementing ESG strategy. According to Buysse and Verbeke (2003), among different stakeholders, an organization will actively work with its internal and external stakeholders with the aim to achieve a common goal. The scholars further indicated that a company’s employees can be considered as its internal stakeholder whereas customers, investors, suppliers, regulators, communities and other business partners etc. are external stakeholders. Hotels have different stakeholders including guests, business partners, communities investors, media, regulators, suppliers and employees etc. (Chen et al., 2022) to deal with when implementing its business strategies such as the ESG strategy.

3.4. 3H model
The 3H model was introduced by Yu (2021) to help understand the management of different issues about people and organization holistically. In Yu’s 3H model, There are three main domains in the 3H model namely (1) Heart, (2) Head and (3) Hand. Yu (2019) argued that by integrating all these three H domains together synergy can be created to better manage the planning process of a company strategy in order to achieve the

established strategic goals. In the Heart domain, motivating people to work together to achieve an organizational goals is a key part of the domain. In addition to motivation, leadership and values are also the main constructs in the Heart domain (Cheung and Yu, 2021). In the “Head” domain, the mind of a strategic planners is emphasized. The planners need to process different important skills such as strategic thinking, planning, creative and analytical skills (Cheung and Yu, 2021). The ‘Hand” domain means people competences to achieve a company’s established plans (Cheung and Yu, 2021) such as the hotel ESG strategy in this study. In hotel, a people industry, hotel management needs to reply on its internal and external stakeholders such as the hotel employees, suppliers or even customers etc. to achieve its respective strategic objectives and goals.
The Yu’s 3H model was adopted by other scholars to investigate the strategic planning of different organizations. For instance, Cheung and Yu (2020) adopted the framework to examine the strategic planning of the Hong Kong Police Force. Therefore, Yu’s 3H model can help provide a guideline for analyzing the hotel’s ESG strategy.


3.4.1. Heart-oriented dimension
As mentioned before, motivating people to work together to achieve an organizational goals is a key part of the “Heart’ domain. It is obvious that motivation is the fuel of employees but the motivation factors vary among different individuals because of their different needs and wants. Motivation is a concept that is used in management to motivate employees, which means using a variety of effective methods to motivate employees so that they work hard to achieve the organisation’s tasks and goals. Motivation is an
important element of human resources management and refers to the psychological process of motivating human behaviour.
Although it is difficult to work out a common definition of motivation due to the multiplicity of the views on motivation and individual behavior of people, in management, however, motivation can be defined as “the willingness to exert high level of effort toward organisational goals, conditioned by the effort’s ability to satisfy some individual need.” Robbins suggests that this is the result of the interaction of the individual and the situation (Robbins, 1994, p. 212). On the other hand, a more pragmatic definition for motivation was introduced by Mullins (1999) stating that “The underlying of concept to motivation is a driving force within individuals by which they attempt to achieve some goal in order to satisfy a need or expectation.”
According to the 3H model, the Heart-oriented dimension is the more difficult than Head and Hand oriented dimensions. The reason is that the behavior and attitude of human will be changed continuously. Therefore, the management shall pay extra attention to the Heart- oriented dimension at the beginning of launching initiatives (Yu, 2019). In other words, senior management should find appropriate ways to motivate their subordinates and staff to perform the required works. Effective motivation will ignite the passion of employees and motivate them to work more strongly, giving them the desire to surpass themselves and others, and releasing the potentially huge internal drive to dedicate themselves to the vision of the company. How to motivate employees at work and stimulate the creativity of all employees is the highest-level goal of developing human resources. As an enterprise, it needs to shape the environment and mechanism to stimulate the creativity of its employees.
Understanding people needs and wants is important when identifying motivators for individuals. Abraham Maslow introduced the Hierarchy of Needs in his book “The Theory of Human Motivation”. His theory divides human needs into five categories: (1) physiological needs, (2) security needs, (3) social needs, (4) respect needs and (5) self- actualisation needs. Maslow believed that all human beings harbour these five different levels of needs, but the degree of urgency of each need varies from time to time (Maslow, 1943).

3.4.2. Head-oriented dimension

In the Head domain, the role of corporate office and senior executives who are normally strategic planners is emphasized. Cheung and Yu (2020) in their study reviewing the strategic planning process in the Hong Kong Police Force indicated that the strategists should possess different important skills such as strategic thinking, planning, analytical and creative skills to formulate a feasible and good strategy for a company. 


3.4.3. Hand-oriented dimension
Enterprises are required to organise continuous learning for their employees in order to update their knowledge, and to guide them properly to face the reality to study new trends in technology. (Ozkeser, 2019). In order to secure the business in the increasingly fierce market competition and at the same time fulfil the regulatory requirements, enterprises must have product quality advantages or service level characteristics, to achieve excellent quality and service. The premise of all this is to have talent advantages, and the most rapid and powerful way to cultivate talents is to organise comprehensive training, so that workers can make continuous progress in learning, master more professional skills and reserve richer professional knowledge to ensure the core competitiveness and competitive advantages of enterprises. (Pfeffer, 1994). The importance of enhancing the competency of staff by providing all sorts of training and development activities are very much aligned with the Head-oriented approach (Yu, 2019) in advocating the importance of enhancing new skillsets and competences for solving future problems. 


3.5. Human Resources Function

Training plays a positive role in promoting communication between the company and the employees, as well as between the management and the employees, and can effectively enhance the loyalty of the employees to the company, thus achieving a win-win situation of mutual development between the employees and the company. Compared with traditional remuneration incentives, most workers are beginning to attach importance to their own professional skills and comprehensive quality improvement. Therefore, it is very necessary to set up a scientific and reasonable training platform, establish a perfect and sound training system, create a strong training atmosphere in the enterprise and form a good corporate culture in order to better promote the development of the enterprise. To develop a company with high performance and morale, management should continue to improve their training systems, actively guide employees to participate in all sorts of training in alignment with the company’s Vision, Mission and Core Values. (Klemm, Sanderson and Luffman,1991). The alignment of Vision, Mission and Core Values with ESG is another important topic to be studied.

The training system shall include full coverage of training as far as possible, and not leave a single employee behind. This will further stimulate the enthusiasm of the employees, increase their motivation and enhance their subjective initiative, and achieve the goal of a win-win situation for both the employees and the enterprise. Therefore the role of training in ESG can be further studied.

On the other hand, there is an increase attention to Green Human Resources Management (Renwick, Redman and Maguire, 2013), which is a new management concept and management model formed by applying the “green” concept to the field of human resources management (Farooq, Zhang, Talwar and Dhir, 2022). Its main task is to adopt management methods that are in line with the “green” concept. The human attitude and the ecological harmony of the employees are taken care, so as to bring the enterprise the comprehensive benefits of unified economic, social and ecological benefits, and to realise the common and sustainable development of the enterprise and the employees.


4. Research Method

Quantitative and qualitative are the two known research methodological approaches (Howe, & Eisenhart, 1990). Most of the quantitative research will be involved in investigating phenomena through hypothesis testing and numerical data processing (Orlikowski & Baroudi, 1991). To understand the subjective reality and summarize knowledge from experiences and constructs of the researchers and participants, it is common and preferable to adopt constructivist philosophical paradigm with qualitative research approach (Adom et al., 2016). A researcher may use a qualitative research approach to observe, interview analyses and interprets phenomena (Basias & Pollalis 2018). Qualitative research has also drawn attention of the researcher in tourism, hospitality and hotel studies (Tribe & Xiao, 2011). Because of the above justifications, the thesis will adopt a qualitative approach to explore the views of ESG from the hoteliers and HR in hotels and hotel employees. Semi-structured in-depth interviews are very suitable for studying the under-researched phenomenon used in qualitative hospitality research approaches (Manoharan, Jones, Jiang, Singal, 2021), for instance, seeking to explore new ESG human resources practices and new ideas. 

On the other hand, secondary data will be used to collect facts regarding ESG and the selected hotel for the review and analysis. The legal requirements of ESG will be collected and considered for the review of this study, as the purpose of this thesis is to review the role of human resources in ESG in a hotel. For example, sustainability reports and government released documents including environmental policy statement, employment policy, sustainability, report or other internal report etc. will be used.

After careful consideration, the Marriott Hotel will be selected for conducting the research because of the following reasons:
· one of the largest hotel employers in the world
· its international reputation
· its significant contributions in implementing ESG in hotel industry

Marriott International, Inc.(“Marriott”) is an American company, founded by J. Willard Marriott and his wife Alice Marriott, that operates, franchises, and licenses lodging including hotels and residential with its headquarters located at Bethesda, Maryland USA. (https://marriott.gcs-web.com/).

Most of the hotels will appoint the Human Resources Department to handle the cultural issues (Watson, D’Annunzio‐Green 1996), like the changing in company structure, performance appraisal, performance-related pay, training programmes and counselling are
under the umbrella of human resources management, and all the mentioned functions can be related to the development and deployment of ESG strategically and practically in alignment of organizational culture and individual performance.

5. Conclusion

The focus of ESG strategic planning and implementation varies from industry to industry. On the whole, business organizations need to firstly raise their recognition and attention to the ESG concept, so that they can fully recognise that the essence of ESG is to help them improve their corporate management and meet future challenges, thereby reaping long-term benefits. On the other hand, it is necessary that in implementing and promoting ESG strategic planning, business organizations should fully leverage the combined resources from the ESG related stakeholders across the industry to jointly promote sustainable development.
The planning and implementation of ESG in the hotel industry is often referred to as uncharted territory in the academic world because of the limited knowledge about which ESG activities and practices should be undertaken and which factors play an important role in determining the processes and outcomes of ESG for the industry. The main purpose of this study is to review the ESG strategy of Marriott hotel through the lens of Yu’s 3 H model. The model is found to be a useful analytical tool in planning and implementing the ESG strategy, which is one of the important company business strategies. It is found that the three main domains of 3 H model namely (1) Heart, (2) Head, and (3) Hand can be used to plan and implement the hotel’s ESG strategy.
By looking at the planning and implementation of ESG from the perspective of 3 H model, this study contributes to the existing knowledge of environmental management, CSR and ESG literature in a particularly important area by identifying the elements and processes of EGS planning and implementation based on the model.
The thesis is important for both hotels and human resources professionals. The findings of this study can help them to understand what appropriate measures or activities can be designed and implemented to achieve the intended goal of ESG through the 3 H model. In addition, the findings can also serve as a reference for the hotel industry. It will be valuable for a hotel company to better understand the planning and implementation of ESG so that adequate strategy can be formulated to react.
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