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THE GOVERNING GRAMMAR: PHYSICAL & COUNTABLE METRICS
In beauty and consumer brands, sustainability claims are printed on packaging and sold directly to consumers at the shelf. To withstand
investor scrutiny and proxy-advisor tests, executive pay metrics must be physical and countable: percentages of packaging circularity,
percentages of traceable ingredients, and counts of verified sites or beneficiaries. Narrative commitments or unweighted aspirations fail
proxy objectivity standards.

1. The 5 Sustainability Target Families in Beauty Executive Pay

Target Family Remuneration Placement Disclosed Mechanics & Commitments Reference Disclosure

Packaging Circularity Performance shares; long-term
incentive (LTI)

L'Oréal: Share of plastic packaging from recycled or bio-
based sources is a named performance-share criterion.
Program targets 50% absolute cut in virgin plastic vs
2019, 50% recycled/bio-based packaging, and 20%
intensity reduction.
Estée Lauder: 71% achieved in FY24 against 75–100%
recyclable, refillable, reusable, recycled or recoverable by
2025 goal.

L'Oréal URD;
ELC Fiscal 2024 Social Impact
Report

Carbon & Site
Decarbonization

Annual variable pay (STI) &
performance shares (LTI)

L'Oréal: % of sites with carbon-neutral status is a named
performance-share criterion. L'Oréal for the Future
program commits to 100% renewable energy across
operated sites and a 57% absolute reduction in Scope 1
& 2 emissions by 2030 vs 2019 baseline.

L'Oréal for the Future 2030
Commitments

Responsible Sourcing Performance shares; supply
chain targets

L'Oréal: % of formula ingredients that are bio-sourced,
traceable, and from sustainable sources (all 3 required).
Estée Lauder: 95% of palm-based ingredients certified
sustainable via RSPO physical supply chains (FY24); >100
ingredient glossary published.

L'Oréal Performance Shares
Plan; RSPO Physical Audits

Composite Sustainability
Index

Performance Share Plan (PSP) •
15% Weight

Unilever: Sustainability Progress Index (SPI) carries 15%
of PSP (alongside 30% Relative TSR and 30% ROIC).
Concentrated on 4 core measures with prospective 3-
year target ranges, external verification, and formulaic
calculation.

Unilever 2025 Annual Report
& Remuneration Policy

Social & Human Rights Performance shares & annual
objectives

L'Oréal: Number of people benefiting from brand social
programs (target: 10M); gender balance in strategic
positions including Executive Committee; 100,000
disadvantaged people into employment; 100% strategic
suppliers signing living-wage pledge.

L'Oréal Executive Committee
Remuneration

2. Transatlantic Disclosure Architecture Contrast

European Model • Formulaic & Falsifiable
• Strict Weightings Disclosed: L'Oréal publishes exact weighting (60%
financial, 25% quantifiable non-financial with 10pp for sustainability
program, 15% qualitative). Unilever publishes 15% SPI.
• No-Offsetting Rule: A sustainability miss cannot be compensated by a
financial overperformance.
• Falsifiability: If sustainability scores pay out 100% while published
program targets stall, the inconsistency is arithmetically visible in public
filings.

US Proxy Model • Strategic Committee Judgement
• Proxy CD&A Architecture: The Estée Lauder Companies publishes
rigorous sustainability goals (71% packaging, 95% RSPO palm, 23% water
reduction) in sustainability reports, but executive pay disclosure does not
attach formulaic percentage weights to ESG.
• Burden of Proof: Retrospective committee explanation rather than
mathematical certainty. Regulatory direction of travel on both continents
pushes toward falsifiable disclosure.

3. Summary Architecture of L'Oréal & Unilever Pay Plans

Company Pay Vehicle Weighting Structure Key Governance Mechanics

L'Oréal Annual Variable
(STI)

60% Financial • 25% Quantifiable Non-Financial (10pp
L'Oréal for the Future, balance for training & digital) • 15%
Qualitative

Objectives set at start of year; strict no-offsetting rule
between criteria blocks.

L'Oréal Performance
Shares (LTI)

Financial criteria + 5 named non-financial criteria (carbon
sites, traceable formulas, recycled plastics, beneficiaries,
gender balance)

3-year assessment period; 4-year vesting horizon; multi-
year verified environmental and social auditing.

Unilever Performance Share
Plan (PSP)

30% Relative TSR • 30% Average Underlying ROIC • 15%
Sustainability Progress Index (SPI) • 25% Other Financials

4 core measures; prospective 3-year target ranges;
external review; formulaic assessment; 2-year post-
vesting retention.
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4. The 5-Point Investor Verification Gate (Proxy Advisor Standards)

Verification Test Institutional Benchmark / Rule Beauty Governance Application & Red Flags Status

1. Stated Percentage Weight Explicit weighting vs vague “taken into
account” narratives.

Pass: L'Oréal 10pp STI / Unilever 15% SPI PSP.
Red flag: Qualitative ESG modifier without fixed
percentage cap.

MANDATORY

2. Objective & Quantified Goals ISS Framework: Emphasize objective
metrics linked to quantifiable targets.

ISS cited limited or undisclosed goals as the most
frequent qualitative driver of negative say-on-pay
recommendations in 2026. Metrics must be physical
percentages or counts.

ISS GATE

3. Financial Underpinning /
Gateways

Glass Lewis 2026 Guidelines: Non-
financial payouts require financial
underpins.

Where remuneration relies predominantly on
qualitative or non-financial metrics without a financial
gate, Glass Lewis recommends voting against
remuneration policy/reports.

GL GATE

4. Prospective Ranges & No
Offsets

Target ranges published in advance; zero
inter-criterion offsetting.

Pass: Unilever prospective 3-year SPI ranges; L'Oréal
no-offsetting rule.
Red flag: Post-hoc target adjustments or masking ESG
misses with financial beats.

RIGOR TEST

5. External Progress
Reconciliation

Progress data exists and is reconciled
outside remuneration report.

Credibility benchmark: Publishing progress short of
goal (e.g. Estée Lauder 71% against 75–100% goal)
confirms data system integrity vs cosmetic rounding.

EVIDENCE

5. The Supply-Chain Layer: Scope 3 Category 1 Reality

PROCUREMENT IS WHERE 70% TO 90% OF CLIMATE FOOTPRINT SITS
In beauty and FMCG, Scope 3 Category 1 (purchased goods and services) represents 70% to 90% of the total climate footprint, while
Scope 1 and 2 operations represent only 10% to 30%. Sustainable pay is fundamentally a procurement governance challenge.

Category 1 Footprint Hotspots
• Ingredient Cultivation: Palm derivatives, mica, shea, squalane, botanicals
(deforestation and agricultural emissions).
• Synthetic Formulations: High-temperature fossil-fired surfactants and
polymers.
• Packaging: Virgin PET, HDPE, SAN, heavy glass, luxury cartons.
• Contract Manufacturers (CMOs/CDMOs): Outsourced manufacturing
converts factory Scope 1+2 directly into brand Scope 3 Category 1.

Role-Tiered Design Benchmarks
• CEO & COO (15%–20% of variable pay): Multi-year absolute Scope 3
reduction (LTI) • Portfolio packaging transformation.
• Chief Sustainability Officer (25%–35%): STI operational onboarding • LTI
science-based decarbonization trajectory.
• Chief Procurement Officer (20%–30%): Primary LCA/PCF supplier data •
% spend with SBTi suppliers • Zero-deforestation compliance.

6. Committee Payout Gate & Assurance Protocol

Governance Step Operational Standard Assurance Standard

Joint Committee Sign-Off Sustainability Committee validates baselines and
achievement; Compensation Committee cannot release
payout without written joint validation.

Committee minutes and formal certification record.

Third-Party Assurance Pass Underlying carbon, packaging mass balance, and traceability
data independently assured prior to remuneration release.

ISO 14064-3 / ISAE 3410 third-party assurance
pass.

Asymmetric Discretion Committee discretion strictly restricted to downside malus
for labor abuses, contamination, or enforcement actions.
Zero discretionary upside.

Prevents proxy-advisor negative vote triggers on
soft metrics.

Clawback Provisions Remuneration clawback enforced if carbon accounting, LCA
data, or traceability certifications prove fraudulent or
materially misstated.

Post-vesting clawback terms binding for 24–36
months.
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