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In US, the climate briefly turns on ESG 
In the US, the backlash against ESG is driven by its politics, and is wobbling. In India 
this shift to ESG is driven by regulators and is accelerating. 
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Politicians seldom debate market and investment policies. True, they question 
the influence the ruling dispensation has had on investment decisions - and have 
done so since Hari Mundhra scandal in 1957.  Or when they smell blood, like with 
Harshad Mehta, Ketan Parekh and Hindenburg, compelling regulators to review 
market mechanisms. Occasionally, they may debate something like the old 
pension scheme versus the new, but since this is mainly about pension benefits 
of retired government servants it really is not a real ‘debate.’ But for the most, 
political parties steer clear on questions like should we shift to a T+2 or a T+1 
settlement cycle or what constitutes a large cap stock.  

Given this, the current debate on ESG (‘Environment, Social and Governance’) in 
the United States is noteworthy.  

ESG is a framework that investors – US$ 8 trillion by some reckoning, have 
adopted for making investment decisions. Looking beyond financial numbers, 
investors now measure ‘E’ or the impact resource use by a company has on the 

https://unsplash.com/@artur_luczka?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/photos/B0tIFEU1JVM?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
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environment. The ‘S’ captures the social impact – usually employee related 
themes like gender, health and safety and the role of the company as a 
Samaritan. ‘G’ measures the board structures, processes, disclosures and 
transparency of companies. It is the outcome of coopting the private sector in 
helping governments meet the millennial development goals that culminated in 
the adoption of the Sustainable Development Goals (SDGs) in 2015. 

Extreme climate event and the philosophical shift from shareholder primacy to 
corporates serving the benefit of all stakeholders led to corporates running 
green strategies and investors embracing those who did so by holding them in 
their portfolio.  For the past many years, it has been one of the two defining 
trends of the asset management industry (- the other being the shift to passive). 
Over the years regulators have stepped up disclosures by companies and more 
recently funds on all things ESG. While most participants – companies, investors, 
auditors, regulators, consultants, advisors etc., do not need to be preached to, a 
revolt is brewing along political lines, in the US.  

Using the pejorative ‘Woke-capitalism’, the backlash against ESG funds began in 
earnest when Blackrock and other large funds stopped investing in the US energy 
companies, even as they took in pension money from employees in states whose 
local economy was dependent on these very companies. These are mainly 
Republican controlled. 

The stances hardened from when in Florida, a Republican state, Disney took a 
stricter stance on preventing the spread of COVID-19, by mandating its workers 
and those vising its theme parks to show proof of vaccinations and wear a mask. 
The relations further soured when the State passed the Parental Rights in 
Education Act, prohibiting classroom instruction of sexual orientation and 
gender identity before fourth grade (‘teaching children that they can be whatever 
they want to be’). Executives at Disney protested, forcing the company to publicly 
criticize the law, leading to a showdown. 

Mike Pence, the former US Vice President was scathing of ESG in his op-ed in WSJ. 
He wrote, “ESG is a pernicious strategy, because it allows the left to accomplish 
what it could never hope to achieve at the ballot box or through competition in 
the free market. ESG empowers an unelected cabal of bureaucrats, regulators 
and activist investors to rate companies based on their adherence to left-wing 
values.”   

https://www.un.org/millenniumgoals/bkgd.shtml#:~:text=The%20Millennium%20Development%20Goals%20set,environmental%20sustainability%20%E2%80%94%20can%20be%20measured.
https://sdgs.un.org/goals
https://www.iiasadvisory.com/institutional-eye/index-funds-are-here-to-stay
https://www.wsj.com/articles/only-republicans-can-stop-the-esg-madness-woke-musk-consumer-demand-free-speech-corporate-america-11653574189?page=4
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Last August, Attorney Generals of 19 red States wrote to Blackrock, questioning 
ESG as an investment strategy while raising questions about the funds political 
affiliations. Many of these States are now enacting anti-ESG laws.  

Meanwhile there is political ping-pong being played out in Washington. The 
Biden administration has eased rules that allows fiduciaries to factor in ESG 
factors while investing, reversing a Trump administrations 2020 regulation that 
made it harder for funds to do so.  Lat fortnight  (- 1 March)  the US Senate 
adopted a Republican backed bill overturning these new rules. Biden is expected 
to veto this bill.   

Even as this theatre is playing out, the US SEC has been pressing ahead, with 
newer rules, standardizing corporate and funds ESG disclosures. European 
regulators unmindful of what is happening in the US, see no change in their 
stance. In India, SEBI has signaled its intent that climate and stewardship remain 
high on its agenda, by floating one discussion paper on ESG  disclosures, ratings 
and investments and another on ESG rating providers.   

US is taking one step forward, and two sideways. For all others, including for our 
markets, the shift to ESG is only accelerating.  

 
 

A modified version of this blog was published in Business Standard on 14 March 2023. 
You can access the blog by clicking this link or typing the following in your url: 
https://www.business-standard.com/article/opinion/in-us-the-climate-briefly-
turns-on-esg-123031301339_1.html 

 

 

 

  

https://www.wsj.com/articles/the-esg-backlash-arrives-blackrock-mark-brnovich-strive-asset-management-attorneys-general-11660600459?page=4
https://www.sebi.gov.in/reports-and-statistics/reports/feb-2023/consultation-paper-on-esg-disclosures-ratings-and-investing_68193.html
https://www.sebi.gov.in/reports-and-statistics/reports/feb-2023/consultation-paper-on-esg-disclosures-ratings-and-investing_68193.html
https://www.sebi.gov.in/reports-and-statistics/reports/mar-2023/extension-of-timeline-for-submission-of-public-comments-on-the-consultation-paper-on-regulatory-framework-for-esg-rating-providers-erps-in-securities-market_68756.html
https://www.business-standard.com/article/opinion/in-us-the-climate-briefly-turns-on-esg-123031301339_1.html
https://www.business-standard.com/article/opinion/in-us-the-climate-briefly-turns-on-esg-123031301339_1.html
https://www.business-standard.com/article/opinion/in-us-the-climate-briefly-turns-on-esg-123031301339_1.html
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The 
information contained herein is solely derived from publicly available data, but we do not represent that it 
is accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for 
any loss or damage that may arise to any person from any inadvertent error in the information contained 
in this report. This document is provided for assistance only and is not intended to be and must not be taken 
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user 
assumes the entire risk of any use made of this information. Each recipient of this document should make 
such investigation as it deems necessary to arrive at an independent evaluation of information referred to 
in this document (including the merits and risks involved) and exercise due diligence while using this report. 
The discussions or views expressed may not be suitable for all investors. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be 
consistent with this information. This information is subject to change without any prior notice. IiAS reserves 
the right to make modifications and alterations to this document as may be required from time to time; 
however, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS would be 
happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, 
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of this 
information. This report may cover listed companies (the ‘subject companies’); IiAS may hold a nominal 
number of shares in some of the subject companies to the extent disclosed on its website and/or these 
companies might have subscribed to IiAS’ services or might be shareholders of IiAS. IiAS and its research 
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed 
on its website. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This 
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any 
other person or published, copied, in whole or in part, for any purpose without the written permission of 
IiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any 
registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should 
inform themselves about and observe, any such restrictions. The information provided in these reports 
remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form 
or for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing 
participants in the Indian market with independent opinions, research and data on corporate governance 
issues as well as voting recommendations on shareholder resolutions of about 800 listed Indian companies 
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory reports, 
standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed 
against the company by any of the Regulators or Courts/Tribunals.  
 
This article is a commentary on general trends and developments in the capital market. 
  

https://www.iiasadvisory.com/iias-coverage-list
http://www.iiasadrian.com/
http://www.iiascompayre.com/
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated 
to providing participants in the Indian market with independent opinions, research and 
data on corporate governance issues as well as voting recommendations on shareholder 
resolutions for over 950 companies that account for over 96% of market capitalization.  
 
IiAS provides bespoke research and assists institutions in their engagement with 
company managements and their boards. It runs two cloud-based platforms, SMART to 
help investors with reporting on their stewardship activities and ADRIAN, a repository of 
resolutions and institutional voting pattern. 
 
IiAS with the International Finance Corporation (IFC) and BSE Limited, has developed a 
Corporate Governance Scorecard for India to evaluate company's governance practices 
and market benchmarks.  
 
IiAS is a signatory to UN PRI. 
 
IiAS is empanelled with AMFI as an ESG Rating and provides Second Party Opinions. 
 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch 
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company Limited, 
Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation Limited, 
UTI Asset Management Company Limited and Yes Bank Limited.  
 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024). 
 
 


