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Abstract 
During the past decade, corporate transparency has become a fundamental value and 

strong signifier in today’s business environment. Today, companies must reveal more Envi-

ronmental, Social and Governance (ESG) information about their operations than ever. 

This study investigates if asset managers can benefit from ESG information by incorporat-

ing it into the investment process. An event study is conducted on companies that im-

proved their ESG performance and the financial results is evaluated post of the improve-

ment. Three different time-perspectives are used, 1-year, 3-years and 5 years to see if the 

relationship is sensitive to changes in time. In sum, only the mid-term test gives a statistical 

significant result, with indication of a negative impact from ESG improvements on finan-

cial performance. There is weak evidence that the financial performance may improve in 

the ultra-long run, but additional research needs to be done to confirm such hypothesis. I 

suggest that regardless of how the relationship between ESG and financial performance is, 

more integrated ESG models will be important for asset managers in the future.  
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Acronyms 
SRI - Social Responsible Investment 

ESG – Environmental Social Governance 

KPI – Key Performance Index 

CSR – Corporate Social Responsibility 

PRI – Principle for Responsible Investments 
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Glossary 
Active ownership – To actively engage in proactive communication with holding compa-
nies and to exercise voting right to influence companies towards more ESG friendly poli-
cies.  

Board of Directors – The body of elected or appointed members who jointly oversee the 
activities of an organisation. 

Capital Structure – Refers to the way a company’s finances its assets through combina-
tions of equity, debt or hybrid securities.  

Compensation and Inventive Programs – A formal scheme used to encourage specific 
action or behaviours of a group of people.  

Conventional funds – In this paper it refers to a fund not following a stated ESG or SRI 
policy.  

Equity Index – A statistical measure of change in an equity market.   

GES Investment Service – A research house assisting asset manager to incorporate ESG 
in their asset management.  

Key Performance Index – Is a measurement to help companies to track if they are devel-
oping in the right direction.  

Materially Map – Certain ESG factors have more impact on certain companies, this map 
shows which factors are the most material for which sectors.  

S&P 500 – Is a stock index for the 500 largest stock listed companies in The US.  

Sin stock – A stock that not meet certain ethical standards. 

Socially Responsible Investment – Is any investment strategy that seeks to consider 
both financial return and social good.  

SRI fund – A fund that invests accordingly to Socially Responsible Principles.  

Triple Bottom Line – An accounting framework with three parts: social environmental 
and financial.  
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Introduction
How important are Environmental, Social and Governance (ESG) factors for a company? 

During the past decade, transparency has become a fundamental value and a strong signifi-

er in today’s business environment. In fact, some stakeholders expect to have unrestricted 

access to corporate information and the number of scandals concerning environmental, so-

cial and governance issues have recently predominated headlines around the world (Chris-

tensen & Langer, 2009). As a result of the transparency movement, information is more 

easily accessible than ever and companies are becoming increasingly transparent on ESG 

aspects along with other information concerning their operations. Consequently, one might 

wonder how investors can benefit from this increased flow of information. Is ESG infor-

mation the answer to how we can complement traditional financial analysis and gain greater 

insight into companies and facilitate the investment decision? 

ESG refers to three main areas that are central factors for measuring sustainable business 

practice. Within each one of these three areas, a broad set of concerns and non-financial 

factors are addressed. Several asset managers choose to incorporate these factors into their 

asset valuation, yet it is still quite new to many investors (UNEP FI & the UN Global 

Compact, 2011). ESG is a catchall term for the criteria’s used in what have become broadly 

known as socially responsible investments.  

Several researchers and professionals state that we should “rethink” how we consider in-

vestments analysis. They argue that by including ESG factors when evaluating companies, 

one can obtain a more sustainable business climate with at least as good returns as today, 

and maybe even higher (Nielsen & Noergaard, 2011).  

ESG investment is not to be confused with ethical investment. Ethical investments are de-

pendent on an investor’s particular ethical or normative preference. In other words, ethical 

investments are an exclusionary approach relating to subjective ethical opinions (Benson, 

Brailsford & Humphrey, 2006). In contrast, ESG investments are based on aspects that 

may affect firm value, other than traditional financial analysis, e.g. energy efficiency of a 

plant or social work conditions (Humphrey, Lee & Shen, 2012). ESG factors are generally 

long-term, concentrated on the material long-term aspects that may have an economic im-

pact on firm value. In short, ESG investments are concerned about how the company pro-

duces value, rather than what it produces.  
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ESG is connected to Social Responsible Investment (SRI), which has experienced rapid 

growth during the last decade, and is a well-recognized investment style among today’s in-

vestors. In the United States (US), almost one out of six dollars under professional man-

agement is managed accordingly to SRI principles (US SIF Report, 2014). But what do sus-

tainable actually mean? As defined in the Brutland Report (1987), sustainability is to 

“[meet] the needs of the present without compromising the ability of future generations to 

meet their own needs”.  

Although asset managers do not explicitly state their investment approach to be a SRI, 

many investment or portfolio managers do incorporate some sort of ESG factors into their 

management (McKinsey, 2009; ECCE, 2007; PLEON, 2005). There are several different 

approaches asset managers can take, given ESG information. The most frequently occur-

ring strategy during the investment decision process is screening, which may take different 

paths depending on the type of screening.  

The screening is either said to be positive or negative. Negative screening is closely related 

with ethical investing, since it builds on an exclusionary method where those assets who do 

not meet certain requirements are excluded from the portfolio (Statman, 2000), e.g. the 

gambling sector. Positive screening also bases its suggestions on different non-financial 

measures of the company, such as diversity, employee relations, environmental footprint 

etc. However, it does not exclude a certain group of companies due to their sector. Instead, 

it considers both strength and weaknesses to gain a more comprehensive analysis of the as-

sets (Statman, 2000). Positive screening is more commonly used due to its strong connec-

tions with ESG and non-exclusionary basis.  

During an investment decision process, another use of ESG information exists: the fully 

integrated approach. In this approach the ESG analysis is connected with traditionally fi-

nancial analysis and the company’s strengths and weaknesses are all assessed collectively 

and not considered as an additional screen (Nielsen & Noergaard, 2011).  

ESG information is not only used in the investment decision process, but can also be a tool 

for asset managers to manage their current holdings. Engagement or active ownership is 

popular approaches adopted by asset managers, most commonly among large institutional 

investors. A Swedish example of the use of ESG is the Swedish National Pension Funds, 

which work actively with ESG issues in order to better understand and improve the evalua-

tion of their investments. They are also applying an active ownership strategy by using their 
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voting rights to direct their holdings away from short-termism and towards more long term 

profitable objectives (Fjarde AP Fonden, 2014).  

Not all investors are asset managers of large institutions, but even for private investors it is 

important to understand what strengths and weaknesses a company have. Maybe ESG as-

pects can help to gain a more comprehensive understanding of future business risks and 

possibilities, and thereby enable investors to take better-informed decisions?  

Problem Discussion 
ESG awareness is increasing, although ESG as an investment practice have not yet become 

a mainstream approach for investors when making decisions. This is mainly due to the lack 

of academic evidence between the connection of ESG performance and financial perfor-

mance. Researchers have tried to find connections between ESG performance and finan-

cial performance (Galema, Auke & Schltens, 2008; Renneboog, Horst & Zhang, 2008; 

Kreander, Gray, Power & Singlair, 2005; Statman, 2000). However, the results have been 

inconclusive, and most of the time, statistically insignificant (Orlizkt, Schmidt & Rynes, 

2003). Consequently, I will continue to research this academic field and examine if ESG 

aspects have an impact on firms’ financial performance (stock price movements).  

Several approaches have been used in the literature to measure the relation between ESG 

and financial performance. The first approach is to compare SRI funds with conventional 

funds (Kreander et al, 2005). Matching SRI funds with conventional funds can be prob-

lematic in several ways. One example is if the samples suffer from survival biases. Also 

funds’ performances depend on the asset manager’s stock picking skills and ability to time 

the market, which make it difficult to study ESG impact on financial performance. Fur-

thermore, the impact of transactions costs may skew the final result, as pointed out by 

Schröder (2007). The second approach, also a widely used alternative, is to benchmark SRI 

funds or portfolios against indexes such as Domino 400 Social Index or more general in-

dexes as S&P 500 (Schröder, 2007). In fact, matching SRI funds against equity indices do 

eliminate some potential bias problems, but not all. What is important to remark is that eq-

uity index performance is influenced much more than ESG performance, which potentially 

can create problems to isolate the connection between ESG and financial performance. 

Other problems pointed out by prior researchers is that ESG index as the Domini 400 So-

cial Index, have biases towards smaller growth stocks. Thus, making it unreliable to 

benchmark against a conventional index (Schröder, 2007).  
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It is interesting to consider the current gap between companies and the investor communi-

ty, in terms of the perceived relevance of ESG issues (Nielsen & Noergaard, 2011). Today, 

most companies work actively with Corporate Social Responsibility (CSR) issues and ESG 

aspects, providing disclosures and taking on ESG improvements projects (KPMG, 2008). 

In contrast, investors struggle to evaluate ESG factors when selecting stocks (Nielsen & 

Noergaard, 2011). There is an emerging need to address this issue and try to bring compa-

nies and investors together in this matter.  

The main issue for mainstream investors to accept ESG is that they do not, in general, have 

sufficient proof, in the form of business cases, that can validate ESG investments’ impact 

on financial performance (BSR, 2008). In order for ESG investments to become main-

stream, the immense barriers, lack of comparability and material data needs to be ad-

dressed. The mismatch between companies and investors can also be an underlying factor 

as to why there is inconsistency in the literature of ESG’s impact on financial performance 

exists.  

This study will address the issue of the business case of ESG by taking another approach 

than prior studies have done to investigate the relationship between ESG and financial per-

formance. Previously, researchers have ranked companies in terms of ESG aspects, accord-

ing to their own ranking system, since there is no formal ESG ranking system, and com-

pared how a portfolio of these assets performed to a benchmark. This approach hypothesis 

that high or low ranked ESG companies would have a persistent financial performance dif-

ferent than “conventional” stocks.  

This study will investigate companies’ financial performance after an improvement in ESG 

performance have occurred; and thereby, investigate if it leads to a shift in the firms’ value. 

Important notation is that this study looks at ESG from a “value maximisation” perspec-

tive and do not consider positive externalities that may follow due to good ESG practice as 

an investment objective.  

Purpose 

The primary purpose of this thesis is to evaluate what impact ESG performance has on fi-

nancial performance. Secondly, this thesis seeks to answer the question: how should asset 

managers approach ESG for investment purposes? To separate this study from prior work, 



 

 
5 

the thesis focuses on organisations that have improved their ESG performance and evalu-

ates the financial development after this occurrence.   

The thesis will also try to contribute to the on-going debate about ESG aspects and their 

predictive power of future financial performance. 

Research Question 

What impact does ESG have on financial performance? 

How can asset managers use ESG information?  

Delimitations 

The study neglects national policies and how these may or may not boost ESG practice in a 

sector or country. The advantage is that a more focused study on the firm level can be per-

formed.  

Disposition 

Method 

The method chapter presents the chosen research design and approach to the problem 

statement of the study. Further, the method section describes how the empirical data col-

lection has been conducted and how the analysis will be conducted.   

Frame of Reference 

In the frame of reference the different components of ESG, is described on three section, 

environmental, social and governance. Then the strength and weaknesses are explained of 

investment strategies based on ESG. Further the origin of ESG and the barriers to why 

ESG is not fully integrated in the investment process today is mapped out.  

Empirical Findings 

The empirical section addresses the results found by conducting the data collection de-

scribed in the method section and give the results presented for three different time-

perspectives.  
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Analysis 

In the analysis chapter the results are interpreted from the empirical findings section and a 

suggestion to ESG impact on financial performance is given. Further, recommendations to 

asset managers and how they should use ESG information is provided in the chapter.  

Conclusion 

The conclusion chapter will address key findings in analysis and confirm or deny previous 

findings based on past research. Further the purpose and research questions are answered.  

Discussion 

The study is finished with a discussion about the challenges it have encountered and what 

contributions the study makes to the literature. The final sections gives suggestions for fu-

ture research within the field.  
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Method 

The chapter begins with a discussion of various research approaches that may be appropriate to fulfil the 

purpose of the study. This is followed by a review of the study’s design and selection process. Then the selec-

tion of data is discussed followed by a description of how the data collection and analysis will be performed. 

In the final section, the quality of the study is discussed. 

Methodology 

In order to fulfil the purpose of this study, I will evaluate if ESG performance factors have 

an impact in financial performance, since this is the main barrier for ESG investments to 

become mainstream. It is stressed in the Problem Discussion, that the lack of materiality is 

thought to be one of the underlying causes for the inconclusive literature. To address this 

issue the effect of ESG performance needs to be isolated from other factors that may in-

fluence financial performance, or at least as much as possible. Then, the phenomena can be 

properly evaluated and suggestions for asset managers can be formed.  

In this study I will identify the connection between ESG and financial performance by us-

ing research reports or Key Performance Index’s (KPI’s) for ESG information and the annual 

reports and use stock price as an indicator of financial information. Many companies pro-

vide ESG disclosures in their annual reports along with all financial data. Advantages with 

annual reports are that they are easily available, at least from major corporations, and audi-

tors review them, which gives a quality mark of the data. Further, annual reports are availa-

ble over a long period of time, which will be required if ESG impacts on long-term finan-

cial performance is investigated. Annual reports are of statistical nature, which means that 

additional information beyond what is stated in the text is not easily retrievable. In contrast 

with an interview approach, if something is unclear a follow-up question cannot be easily 

asked. Instead, contact must be established with someone who can answer the question. 

Furthermore, ESG disclosers are not regulated to the same extent as financial disclosers. 

Therefore, the ESG data made publicly available may not be sufficient to determine wheth-

er a company has improved in terms of ESG or not. This calls for an alternative source to 

measure ESG performance.  

Different research houses provide research reports and KPI’s for several industries, where 

trends and important developments are highlighted. The advantages of these sources are 
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that they are independent from companies, thereby allowing them to have more creditabil-

ity with their disclosers. They also have extensive knowledge of the business of ESG by 

having specialized analyst producing reports and KPI’s. The downside is that analysts 

working in this area may have biases towards proving positive relations between ESG and 

financial performance.  

Another possibility to fulfil the purpose would be to use and interview approach, as Lewis 

and Juravle (2010) did to study ESG. By asking open ended questions and using possible 

follow up questions, sector specific information can be retrieved from fewer sources (Gus-

tavsson, 2004). However, using the interview approach is time consuming (Bryman & Bell, 

2005). Further, a study based on interviews may not display the true connection between 

ESG and financial factors, which is the purpose of the study. There is a risk that interview-

ees argue for their personal opinion rather than revealing facts based on experience. Since 

qualitative research examines variables such as attitudes, feelings and emotions, there is a 

potential bias problem due to subjectivity (Bryman & 2012). For instance, choosing a sam-

ple of ESG analyst may provide a skewed picture of reality. In addition, there is a risk that 

ESG impact on financial performance may be exaggerated. ESG impact is also argued to 

be long-term, thereby making it less obvious for analysts or asset managers to know what 

impact it really has on firm value.  

To sum up, taking the purpose as starting-point, this thesis seeks to find more material 

proof about whether a relation between ESG and financial performance exists. Therefore, 

the chosen approach will rely on statistical data, such as annual reports or research reports. 

Materiality has a strong connection with quantitative research and will provide more “hard” 

facts then a qualitative study. However, due to the lack of consistency the annual report 

will be supported by research reports and performance measures from research houses 

working within the ESG sectors. 

Research Design  

I will use an alternative method compared to prior studies since they only found week evi-

dence of a connection between ESG and financial performance (Galema et al, 2008; 

Orlitskt et al, 2003). Financial performance can be considered as the final “product” the 

company provides to their shareholders, and the stock price movements is a measure of 

how a company performs financially. There are a lot of factors influencing the financial 

performance until it becomes the “final” product. Consequently, it is difficult to isolate the 
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effect of a single input, or several in this case since I am investigating environmental, social 

and governmental factors effect on firm value. By identifying companies that have im-

proved their ESG performance, and evaluating how the financial performance have devel-

oped post of the improvement performance, I might be able to draw conclusions about the 

relationship in a more isolated environment than prior studies have done.  

An appropriate approach to study how companies’ value reacts to changes in ESG perfor-

mance is to do an event study. Event studies are conducted to examine the effect an event 

has on, for example, the stock price (Dutta, 2014). I will focus on firm-specific events, 

since this study only concerns how ESG improvements within a company affect that spe-

cific company’s financial performance.  

I will use the Buy-and-Hold-Abnormal-Return (BHAR) method to measure the financial 

performance. The BHAR is a measure of long-run investment performance (Ritter, 1991), 

which is the focus of this long-run event study. The BHAR is defined as the difference be-

tween the long run holding period return and the long-run holding period return of a 

benchmark.  Barber and Lyon (1997) point out three issues with BHAR method, new listing 

bias that arises in event studies when an index or reference portfolio is used as benchmark. 

Rebalancing bias that also is an effect of using an equally weighted portfolio of assets as 

benchmark and skewness bias, which arises because long-run abnormal returns are positively 

skewed. Since I use the past performance of the individual firm as a benchmark, I will not 

have the issue of new listing bias or rebalancing bias. However my sample will still suffer from 

skewness bias.  

I use a non-parametric test, since parametric test statistics rely on more detailed assumption 

about the probability distribution of the returns (Dutta, 2014; Cowan, 1992). The benefit of 

using non-parametric test is that they do not rely on such stringent assumptions about the 

return distribution. Since stock price are not normally distributed (Fama, 1976), non-

parametric test tend to be superior to parametric test in event study analysis. Many non-

parametric event studies use sign test for their descriptive statistics due to Cowan (1992) 

study, which I also find appropriate to use. 

For each company, I will identify the improvement period, which is common referred to as 

an event window. In this case, the event window will be defined as the period during the 

ESG performance improvements occur. Theoretically, the improvement period has no 

time limit, but for practical reasons I will limit the improvement period to maximum one 
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year. Once an observable improvement in ESG criteria (for description of ESG criteria see 

Frame of Reference) have been recorded, the company’s financial performance is split into 

pre- and post improvements periods. This is illustrated in Fig. 1, Event Window. Then, the 

post-period will be benchmarked against the pre-period and examined for differences in fi-

nancial performance. This process is further described in the section analytical approach. The 

time horizon for the financial periods will be five years, three years and one year.  Prior re-

searchers have argued that changes in ESG factors have a long-term effect. Therefore, is 

no instant abnormal returns expected to be observed in a short-term perspective, but still 

needs to be part of the study for to check if the results a consistent over time (Nielsen & 

Noergaard, 2011).  

 

Fig. 1, Event Window  

The downside of limiting the improvement period in terms of time is that certain events, 

were improvement had occurred over a longer time period, will be neglected in the sample. 

However, it would not be possible to continue the research if not limiting the improvement 

period since the period would become infinite. Then every company could be classified to 

be in a constant improvement period. Since the sample only includes observations where 

an improvement in ESG performance has occurred, the sample will be non-random. 

A potential issue with this approach is that two different time periods of the same company 

are benchmarked against each other. That means that the market movements will look dif-

ferent between the two time periods. This may influence the results, for instance, if all im-

provements happen right before a recession than the results would most likely indicate a 

negative relationship. But since the decrease in stock price probably was due to something 

else than the improvement in ESG performance these results would be inaccurate.  

To deal with this issue the sample mainly consist of observations ranging over a rather long 

time-period, since the effect of market movements needs to be smooth out. In this study, 

EsYmaYon	  
Window	  

Event	  
Window	  

Post	  Event	  
Window	  



 

 
11 

the financial data that is used covers the years 1999 to 2015. That is estimated to be a suffi-

cient time-period for the sample to provide accurate findings.  

Frame of Selection Process  

The first and decisive criterion of a company to be included in the sample is if it has expe-

rienced a performance improvement in any of the three ESG criteria. The second factor is 

whether the company is listed on the stock exchange. This is due to quality of financial data 

and availability of financial information. Furthermore, as stated earlier, annual reports of 

exchange listed companies are reviewed by auditors, which strengthens credibility for the 

data. The availability is important since this study is conducted during a limited period of 

time. This time should not be used to search for financial data of minor companies when 

the data of public companies is so comprehensive.  The third and final factor is that the se-

lected companies are also required to be listed during the whole period of the study. If not, 

the estimation period that will be used as benchmark may not be sufficient.  

The initial data set, which includes cases where companies have improved their ESG per-

formance, consists of 47 cases. Out of these 47 cases, two cases involved the same compa-

ny, leaving the sample with 46 companies where ESG have improved. Out of these 46, on-

ly 38 are listed on a stock exchange, and the remaining were therefore excluded. Out of 

these 38 companies, 3 were delisted and therefore not providing sufficient financial data. 

They were excluded from the sample, leaving 35 companies in the data set. All of the ream-

ing 35 companies are assessed as they have solved an important ESG related issue. The 

event window is one year or shorter for all companies, and therefore the final data set con-

tains 35 observations.  

The reason why larger stock listed corporation are chosen is because this thesis targets as-

set managers. Smaller business stocks may not provide sufficient liquidity or volumes for 

larger asset managers and would therefore not be electable as an investment anyway. Un-

listed companies would require entry and exist strategies and the dynamics of those works 

slightly differently than with a stock listed company.   

ESG Improvement Identification   

There is no comprehensive system on how to classify ESG performance, which is a major 

challenge for this study. Consequently, different databases of different research houses 

cannot be compared and it is difficult to track ESG performance historically. To overcome 
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this issue, I have been assisted by GES Investment Service1. GES Investment Service has 

assisted me with cases where companies have struggled with an ESG related issue and 

where a confirmed solution have been achieved. The identification of ESG related issues is 

qualitative, relying on observations in the field and reports about the problem. This is diffi-

cult to quantify. It would only be possible to translate this into quantitative measures if a 

common framework existed, but as pointed out earlier it does not.  This is a drawback for 

the purpose of this study. However, I make the assessment that these sources are more 

than enough to rely on the identification of ESG improvement. Asset managers use these 

reports and since the study is made from the perspective of asset managers these sources 

are considered credible.  

The magnitude of the identified ESG issues vary, but they need to be classified as im-

portant to be included in the sample, e.g. association to bribery or anti-union practices is 

consider as “important” violations of good ESG practices. For the reader who is interested 

in more detailed description of “ESG issues” see Appendix III.  

Data Collection 

The initial collection of literature, in search for necessary knowledge, was done primarily 

through the University Library of Jönköping University, Scopus and Google Scholar.    

The initial data set contained 47 companies that had experienced ESG related issues and 

solved the issues in a satisfactory way. The data set was acquired from GES Investment 

Service and most cases confirmed by annual reports. The data set is screened for non-

public companies to be excluded from the sample. Then financial data (stock price) was re-

trieved from Datastream for the period pre and post the event window.  

Other secondary sources that have been used to conduct this study are articles from well 

known publishers, such as European Financial Management, Journal of Banking and Finance, 

SAGE publications etc. These sources have been backed up with reports published by pres-

tigious businesses like McKinsey and KPMG.  

                                                
1  GES is Europe’s leading provider of engagement services focusing on supporting asset owners and asset 

managers develop and implement integrated investment strategies with environmental, social and govern-
ance (ESG) considerations. 
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Analytical Approach  

The study seeks to answer two questions. To examine what impact ESG has on financial 

performance, I will compare the financial performance between the periods specified in the 

previous section. I will look for a difference in performance between the two periods and 

analyse if this potential difference in financial performance may be due to changes in ESG 

performance. Further, I will connect my findings with prior research and analyse what sort 

of impact ESG has on financial performance.  

Descriptive statistics  

Due to the event study approach, the pre-improvement period is the estimation window, 

from which the expected return of the company is calculated. The event window is the pe-

riod during the ESG performance improves. The post-event window is the post-

improvement period. To measure the financial return in stock value the buy-and-hold ab-

normal return (BHAR) function is used.  

𝐵𝐻𝐴𝑅!(!!,!!) = Π!!!!!! 1+ 𝑅!,! − Π!!!!!! 1+ 𝐸 𝑅!" Ω!"  

For further explanation of BHAR see Appendix I 

If, BHAR > 0, the post-improvement period has preformed better financially then the pre- 

improvement period.  

Analysis of statistics 

The hypothesis I will test for is,  

𝐻!:𝐵𝐻𝐴𝑅 = 0 

𝐻!:𝐵𝐻𝐴𝑅   ≠ 0 

If BHAR is equal to zero that is an indication that ESG performance improvement does 

not have any measurable impact on financial performance.  

As specified earlier, the non-parametric sign test is used to test for significance and to spec-

ify the test statistic. When the BHAR is calculated each company is assigned a sign, if the 

post-period is below the estimate (pre-period) the company is assigned a (–) sign. If the 

post-period is above the estimated pre-period value, the company is assigned a (+) sign and 

if the post-period equals the estimate the company is assigned a (0). Then the cumulative 

sum of all (+) and (–) signs is calculated and all 0’s are ignored. If there is a large different 
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between (+) and (–) signs, it is likely that the post-period mean is different from the hy-

pothesized value. This is an indication that the null hypothesis should be rejected.  

To determine if the results are statistically significant the test statistic needs to be deter-

mined. If the sample size is greater than 25 a standard normal distribution can be used for 

critical values (Cowan, 1992). The t-statistics is specified in the Appendix I. 

For the sample to be significant, it needs to generate a t-statistic outside of the range of the 

critical values. The critical values are determined by a standard normal distribution, with an 

alpha of 0.025 in each tail and d.f. 34. The critical values are, 2.032 and -2.032.  

To check if the results are robust against changes in the parameters, I will make three tests 

with different time perspectives.  

Quality of Study 

Reliability 

In order for a statistical investigation to be reliable, the result should be the same regardless 

of who is performing the investigation (Bryman & Bell, 2005). The financial data that is 

collected through Datastream, is considered to be of high quality and available for anyone 

interested in using the same data. The ESG data material collected for the study has not 

been manipulated and builds on independent research from GES Investment Service and 

annual reports. This research is available for certain asset managers and used on a regular 

basis. Therefore, I argue that the ESG data material also is of high quality. One downside 

of working with ESG information is that there is no common framework, concerning 

which factors to focus on. Eccles and Serafeim (2013) published a “materially map”, which 

is a first step towards a common framework. However, this has not yet been widely accept-

ed and there is still no established norm on what factors asset managers should use in their 

analysis.  

The thought behind the collection of information is to mediate information about compa-

nies’ financial performance, along with its ESG performance. The study does not intend to 

use personal opinions or wording to fulfil the purpose. The robustness check conducted in 

the study is intended to strengthen the quality of the result.  
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Accuracy 

The method may be of high quality, but if it is not measuring what it is intended to the 

study’s purpose cannot be examined (Bryman & Bell, 2005). When the purpose is to exam-

ine ESG impact in financial performance, a lot of effort has been made to identify and 

screen companies that have improved their ESG performance. Several other studies have 

studied SRI funds, thereby relying on the asset manager’s skills to determine stocks with 

good ESG potential (Capelle-Blancard & Monjon, 2014; Statman, 2000). This study use ex-

ternal expertise to find relevant companies to study. This can be both strength as well as a 

weakness, depending on how qualitative the information is. Since the identification on 

ESG improvement is important for the study, this is a key element for a successful study, 

leaving the study sensitive to miss-estimations by professionals. However, the identified 

ESG improvements are overall solid cases, were it is clear that an improvement has oc-

curred. Due to confidentiality the companies’ names cannot be published but a review of 

the ESG cases are presented in the Appendix III.   

Another concern for the study is that it has a long timeframe. Over time, many other fac-

tors than the occurred ESG event will probably effect financial performance. However, to 

be able to capture the effect of ESG, previous studies have argued that one must use a long 

timeframe (Nielsen & Noergaard, 2012). Also, the sample should be large enough to avoid 

that individual companies that have over- or underperformed their benchmark should not 

affect the result of the study in any larger extent.   

Source criticism  

The study builds on prior research and due to this many different articles have been ana-

lysed. Many articles have been published and peer-reviewed in journals like, European Finan-

cial Management, Journal of Banking and Finance, SAGE publications etc. Even if the material is 

considered to be of high quality there is still a need to critically review the results and ap-

proach of the studies. When the review was completed, I reckoned that the results of vari-

ous studies were very different. Consequently, it was very important to review arguments 

made in these articles to highlight the different perspectives.  

To give further credibility to the study, I have supported the development of ESG, by ex-

amining investigation and reports published by prestigious businesses like, McKinsey and 

KPMG.  
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The most important data for the study’s result are the financial data and ESG data. The fi-

nancial data is retrieved from Datastream and is considered to be of high quality. The ESG 

data have already been disused in the previously section and are consider to be of high 

quality. However, even if the information that is processed in this study has been review by 

professionals, there is a risk that it still may contain errors. Nevertheless, a final assessment 

of the information is that it is of good quality.  
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Frame of Reference 

This chapter will outline the foundation of ESG. The first three sections cover ESG’s three different com-

ponents. The next section will be an outline of ESG development followed by a section about different ESG 

investment strategies. The last sections present some concerns that prevent ESG to become mainstream in-

vestment tool.  

ESG 

Environmental Aspects of ESG 

The environmental aspects includes factors that business executives and investors normally 

pay the most attention to when making an investment decision. (Brundin & Tran, 2014). 

Research by Söderberg & Partners shows that 99% of the reviewed companies had policies 

and guidelines in place to support sustainable environmental development. In the lit-

terateur, factors that are categorized as environmental cover a broad range of different as-

pects. Eccles and Serafiem (2013) point out an important concept when determining which 

environmental factors to examine, the materiality. Depending on which sector the compa-

ny is active in, the environmental focus may differ. This can be formulated as a logical 

statement: carbon emission is far more important for a coal-fired factory than for a bank.  

Based upon Eccles and Serafem’s (2013) work, it can be understood that there cannot exist 

a universal set of variables that are important for all companies. However, they have listed 

some of the most common issues for companies today, which are: (1) climate change risk,  

(2) environmental accidents and remediation, (3) water use and management, (4) energy 

management, (5) fuel management and transportation, (6) GHG emission and air pollution, 

(6) waste management and effluents, (7) biodiversity impact.   

The environmental factors are also the category that is expected to generate the most atten-

tion for companies in the future. Brundin and Tran (2014) predict that certain environmen-

tal factors will become fundamental for a company’s success and survival. For instance by 

2019-2020, they believe that the optimisation of water use, waste management, energy 

management, oil and gas usage will be critical activities for corporate enterprises.  
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Social Aspects of ESG 

In connection to environmental aspects, the social aspects do also cover a variety of differ-

ent variables. To determine which factors that are important, calls for an individual assess-

ment of the company at hand. Eccles and Serafiem (2013) illustrate this by the following 

scenario: Human rights’ issues are far more important for companies using low-cost labour 

in developing countries than for companies using high skilled labour in developed coun-

tries. On the contrary, companies in developed countries may be more sensitive to employ-

ee turnover, due to their heavy investments in personnel. 

 McWilliams and Siegel (2001) give examples of other social attributes that may be embed-

ded in the companies’ products such as, pesticide-free or non-animal tested ingredients. 

One reason why companies take into account social aspects is to attract customers and im-

prove their brand image. For example, customers become more and more conscious about 

their purchases and like to buy products that are indirectly supporting a cause (McWilliams 

& Siegel, 2001). One recent example of this is how Swedish banks are trying to incorporate 

social, environmental aspects into their core business by offering products such as, green 

bonds and microfinance funds that help people in developing countries (Widebäck, 2014). 

The social factors of ESG sometimes create a confusion between ESG and ethical invest-

ing (Benson et al, 2006).  

Governance Aspect of ESG 

Along with Social and Environmental factors, there is no standardized way to measure 

strong governance performance. Different agencies and asset managers may consider dif-

ferent aspects to be important. However, basic guidelines can be drawn from institutional 

investors’ policies. For instance, the First Swedish National Pension Fund provides some 

guidelines that are publicly available. Below follows a few factors that they state asset man-

agers should take into consideration when doing investments. First, capital structure; the 

company should have a suitable capital structure to ensure long-term profitability for the 

companies owners. Capital that cannot be used efficiently should be divided among the 

shareholders, the company should not implement any anti-take-over methods. Also, the 

company should allow shareholders to active express their opinion in matters of dividend, 

new share issue, and share repurchase (Forsta AP-Fonden, 2014). The second factor is the 

Board of Directors; the election process should be transparent and shareholders should have 

the power to influence the choice of board members. The Board should be diversified and 



 

 
19 

possess the required qualities to take valuable decisions for the shareholders. The chairman 

and CEO should not be the same person. In the Board, there should be members that are 

independent of important owners. Reimbursement for Board members should be accord-

ing to market standards and in relation to the member’s workload (Forsta AP-Fonden, 

2014). The third factor, the compensation and inventive programs is analysed and should be de-

signed to benefit the company and the shareholders. Compensation programmes should 

not give incentives to inappropriate actions and the compensation should be motivated. 

When a fair compensation is set, pension benefits should be included in the calculations 

(Forsta AP-Fonden, 2014). These policies are only one asset management firm’s policies, 

but they are considered representative for what researchers and asset managers do catego-

rized as governance issues.  

ESG Investment Strategies 

Negative screening was one of the first and most simple investment strategies evolving from 

the social responsible trend within portfolio management.  This method should not neces-

sarily be classified as an ESG strategy, however, this was one of the first approaches to eth-

ical investments, and in some sense the predecessor of ESG investments. The method is 

based on an exclusionary technique of assets that are presumed to not meet certain ethical 

or environmental standards. Asset managers applied this method with funds that were pro-

vided by Universities, religious groups or other institutions that had to meet certain stand-

ards (Hong & Kacperczyk, 2009). The assets that did not meet these “standards” were clas-

sified as “sin stocks” and should according to this investments philosophy be excluded 

from the portfolio. 

The characteristics of these funds or portfolios are not solely maximization of financial re-

turns. Instead, this investment approach addresses investors who express a demand to in-

vest according to their ethical beliefs and values (Kreander, et al, 2005).  Comparing the fi-

nancial return of “ethical funds” to conventional funds has been approached by several re-

searchers (Statman, 2000; Kreander, et al, 2005; Kempf & Osthoff, 2007; Renneboog et al, 

2008). By applying a negative screen, an asset manager is only able to select stocks from a 

subset of the total population. This may impose problems like inadequate diversification of 

idiosyncratic risk and suboptimal financial returns. At best, a negative screened portfolio 

should be able to do just as good as a conventional portfolio (Renneboog et al, 2008).  
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In contrast to negative screening, Positive screening focuses on the top ESG performing com-

panies. Instead of excluding companies, this approach allows all companies to remain as an 

investment opportunity, but instead identifies those with superior performance 

(Renneboog et al, 2008). The aspects that the positive screening builds on may vary; how-

ever, Statman (2000) suggests that qualitative screening (read positive screening) should be 

comprised of factors concerning a company’s cultural diversity, employee relation, envi-

ronmental impact and similar causes. Renneboog et al (2008) support this but emphasise 

the corporate governance aspects as an important issue for positive screening. The “best-

in-class” approach is based on the positive screening method, where firms are ranked with-

in their business field based on ESG criteria’s, and those firms who meet a minimum level 

is selected (Renneboog et al, 2008).  

The integrated approach is the most modern way to approach ESG issues. In this approach, 

companies are evaluated on economical and ESG aspects to gain a comprehensive under-

standing. This approach is sometimes labelled as the “triple bottom line” due to its focus 

on People, Planet and Profit (Renneboog et al, 2008). Nielsen and Noergaard (2012) build 

on these ideas and suggest an integrated decision model, where financial data and ESG data 

are processed simultaneously to come to an investment decision. This is a development of 

their previously suggested model, the dual model, which suggests financial data and ESG 

data to be analysed separately and make independent recommendations that will be consid-

ered in the final step of an investment process. The post-investments phase in the integrat-

ed approach suggests an active ownership style, or so called shareholder activism 

(Renneboog et al, 2008). Asset owners should try to influence the company through dia-

logue with management and by using their voting rights at the Annual General Meeting.     

The development of ESG 

To understand the meaning of the concept ESG and what difficulties there are, it is im-

portant to consider one of its underpinning frameworks, the Principle for Responsible Invest-

ments (PRI) launched by United Nations Environment Program Finance Initiative (UNEP 

FI) and UN Global Compact (Humphrey et al, 2012). The purpose of the framework is to 

guide investors on how to integrate ESG factors into their investment process to reach 

long-term sustainable growth (UNEP FI & the UN Global Compact, 2011).  

The guideline states (1) we will incorporate ESG issues into investment analysis and deci-

sion-making processes. (2) We will be active owners and incorporate ESG issues into our 
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ownership policies and practices. (3) We will seek appropriate disclosure on ESG issues by 

the entities in which we invest. (4) We will promote acceptance and implementation of the 

Principles within the investment industry. (5) We will work together to enhance our effec-

tiveness in implementing the Principles. (6) We will each report on our activities and pro-

gress towards implementing the Principles.  

This framework mainly addresses institutional investors. These six principles should be 

considered as “common ground” from which investors can develop their own action plans 

for pre- and post investments stages.  

While discussing the integrated approach, the pre- and post investment phases was high-

lighted. The PRI framework points out the issue that investors usually are limited partners 

and may find their ability for active control constrained. Therefore, the pre-investment 

stage is important to verify the quality of the investment by ensure quality of ESG disclo-

sures and that asset managers have the right policies, system and resources to integrate the 

ESG considerations into business process (UNEP FI & the UN Global Compact, 2011) 

Once an investment decision has been made, the next and equal important phase begins, 

the post-investment phase. If investors take a passive role as limited partners and prefer 

monitoring their investment, an active ownership approach and to express their opinions is 

still important. Several investors could combine their ownerships to enable them to main-

tain a proactive dialogue with the company’s top management and directors (UNEP FI & 

the UN Global Compact, 2011). 

Barriers to integrating ESG 

Nielsen and Noergaard (2012) identify two main barriers as to why ESG is not an accepted 

integrated part in investment analysis universe. The lack of comparability, meaning that 

there is no standardised way of measuring ESG performance and therefore creating a lack 

of transparency of the agencies ratings services. The second barrier is the lack of proof that 

ESG impact on financial performance, which is also questioned in previous studies. The 

research of ESG would need to be consistent and show consistent results that integrating 

ESG in the investment process realizes at least as good returns as the market, before main-

stream investors would consider to invest based on ESG performance (Nielsen & 

Noergaard, 2012).  
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At an organisational level there are also other aspects that have been identified as barriers 

to change. For instance short-term incentives, many companies reward their employees for 

perusing short-term performance or objectives. This is a barrier to ESG since achieving the 

objectives of ESG requires a long-term outlook. Consequently, by rewarding short-term 

objectives undermines the ability to improve on ESG objectives (Eccles & Serafiem, 2013). 

Not only short-term objectives pose a challenge to ESG, but also the structure of the ob-

jectives. Today, in modern organizations, it is common to give incentives for units or divi-

sions within the company to boost performance, but not at a corporate wide level. This al-

so works against ESG improvements, since to boost ESG performance, cross-division col-

laboration is essential (Eccles & Serafiem, 2013).  

In a recent article in Svenska Dagbladet (2015), Swedfund’s2 sustainability expert Lars-Olle 

Larsson highlights the Swedish sustainability law, which is currently undergoing an update. 

He claims that the update should have occurred over 15 years ago and scandals like with 

the Swedish government owned company Vattenfall never would have happened. Since, 

these laws will force the company’s management to make ESG disclosures in their annual 

reports and thereby give long-term strategic goals a clearer role in the organisation. In 

short, the new (in progress) sustainability law regulates all Swedish major companies to in-

clude ESG disclosures in their annual reports.  

 

 

 

 

 

 

 

 

 

                                                
2 Swedfund is a development financier of the Swedish state. Their goal is to eliminate poverty by creating sus-

tainable business in some of the world’s toughest and most promising growth markets.  
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Empirical Findings  
This section will present the results based on the procedures described in the method section. The results have 

been divided into three different sections and they are summarized in the last section.  

Long-Term Performance Test 
The results presented in this section come from the test performed with time period of ap-

proximately five years. Smaller adjustments needed to be done for a few observation due to 

the fact that that they occurred too recently, so there was not enough financial data availa-

ble. Results are presented in Table 1, for more detailed results, see Appendix II. 

The total amount of (–) signs generated is 23 and total amount of (+) signs generated is 12. 

If this would be the true state of the relationship between ESG performance and financial 

performance, it initially indicates that there is a negative relationship. 

To test for significance a two-tailed t-test, with alpha 0.025, critical values of -2.032 and 

2.032 is applied, according to the section Analysis of Statistics. The t-statistic is produced,    -

1.69, which is not within the rejection area. Therefore the test is not statistical significant 

and the null hypothesis cannot be rejected. This means that the post-period do not statisti-

cally differentiate from the pre-period over a long-term test period. If this would be the 

true state of the relationship, it would indicate a non-existing or weak relationship. 

Table 1 

No. BHAR SIGN No. BHAR SIGN 
1 -‐1,11 -‐ 19 1,55 + 
2 -‐5,18 -‐ 20 -‐5,02 -‐ 
3 -‐1,33 -‐ 21 -‐0,94 -‐ 
4 0,78 + 22 -‐0,30 -‐ 
5 0,40 + 23 -‐0,14 -‐ 
6 0,45 + 24 -‐2,33 -‐ 
7 -‐0,71 -‐ 25 0,18 + 
8 -‐1,16 -‐ 26 0,06 + 
9 -‐1,46 -‐ 27 0,98 + 
10 -‐0,66 -‐ 28 0,36 + 
11 -‐0,30 -‐ 29 1,84 + 
12 -‐1,14 -‐ 30 0,51 + 
13 0,36 + 31 -‐0,50 -‐ 
14 -‐0,33 -‐ 32 -‐0,07 -‐ 
15 -‐3,61 -‐ 33 0,03 + 
16 -‐1,71 -‐ 34 -‐0,32 -‐ 
17 -‐3,61 -‐ 35 -‐0,06 -‐ 
18	   -‐12,96 -‐ 	     
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Mid-Term Performance Test 
The result presented in this section is based on a semi-long term perspective of three years. 

The same tested applied to previous data set is performed on the data presented in Table 2, 

more detailed findings are presented in Appendix II.  

The total amount of (–) signs is 25 and (+) signs are 10. This is stronger evidence then the 

previously data set towards a negative relation between ESG performance and financial 

performance.      

To test for statistical significance I applied the same test as before, with the critical values 

of -2.032 and 2.023. The t-statistic generated by the data in Table 2 is -2.37, which is just 

within the rejection area. If this data set would represent the true relation between ESG 

and financial performance the null hypothesis should be rejected and increased ESG per-

formance improvement is negatively correlated with financial performance.  

Table 2 

No. BHAR SIGN No. BHAR SIGN 
1 -‐0,28 -‐ 19 1,07 + 
2 -‐0,45 -‐ 20 -‐0,49 -‐ 
3 -‐0,11 -‐ 21 -‐0,21 -‐ 
4 -‐1,44 -‐ 22 -‐1,20 -‐ 
5 0,33 + 23 -‐0,33 -‐ 
6 0,27 + 24 -‐0,51 -‐ 
7 -‐0,47 -‐ 25 -‐1,12 -‐ 
8 -‐0,53 -‐ 26 -‐0,44 -‐ 
9 -‐0,17 -‐ 27 0,41 + 
10 -‐1,60 -‐ 28 0,36 + 
11 -‐0,47 -‐ 29 0,83 + 
12 -‐0,73 -‐ 30 0,33 + 
13 -‐1,03 -‐ 31 -‐0,24 -‐ 
14 -‐0,55 -‐ 32 -‐0,55 -‐ 
15 -‐0,43 -‐ 33 0,12 + 
16 -‐1,57 -‐ 34 -‐0,32 -‐ 
17 0,74 + 35 0,10 + 
18	   -‐1,72 -‐ 	     
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Short-Term Performance Test 
The results presented in this section are displayed in Table 3 and represent the short-term 

performance test with time-periods of one year. The total amount of (–) signs is 18 and (+) 

signs are 17. For this data set, the results appear to be completely random without any rela-

tion between ESG and financial performance. The t-statistic for this data set is very close 

to zero and is therefore not within any of the rejections areas, which as previously are 

-2.032 and 2.023. For more detailed results see Appendix II. 

Table 3 

No. BHAR SIGN No. BHAR SIGN 
1 0,20 + 19 -‐1,10 -‐ 
2 -‐0,40 -‐ 20 0,44 + 
3 -‐0,33 -‐ 21 0,43 + 
4 0,05 + 22 0,01 + 
5 0,04 + 23 -‐0,49 -‐ 
6 0,28 + 24 0,09 + 
7 -‐0,49 -‐ 25 -‐0,77 -‐ 
8 -‐0,30 -‐ 26 -‐0,59 -‐ 
9 0,05 + 27 -‐0,14 -‐ 
10 0,20 + 28 0,65 + 
11 0,17 + 29 0,12 + 
12 0,84 + 30 0,77 + 
13 -‐0,03 -‐ 31 0,03 + 
14 -‐0,42 -‐ 32 -‐0,11 -‐ 
15 -‐0,26 -‐ 33 -‐0,15 -‐ 
16 0,04 + 34 -‐0,39 -‐ 
17 -‐0,37 -‐ 35 -‐1,24 -‐ 
18	   0,71 + 	     

 

Summary of findings  
For the long-term performance test, time-period of five years, the data set does not provide 

any statistical significance, however, there is a small indication of a negative relation be-

tween the parameters. For the mid-term performance test, time-period of three years, the 

sample indicates a negative relation between ESG and financial performance and is statisti-

cally significant. For the short-term performance test there was almost an exact equal 

amount of positive and negatives outcomes; and therefore, no conclusions can be drawn 

from the data.  

The estimations are sensitive to time. Since changing the time periods yield very different 

results, it is clear that time is an important factor in this type of research. Below is, Table 4, 
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Summary of Empirical Findings, presenting number of negatives and positive outcomes for 

each category and time-perspective.   

A negative (-) sign indicates that the pre-event period generated a higher return than the 

post-event period. A positive (+) sign indicates that the post-event period generated a 

higher return than the pre-event period.  

Table 4, Summary of Empirical Findings 

 
Short-‐Term Mid-‐Term Long-‐Term 

+ -‐ + -‐ + -‐ 

Environmental 9 4 6 7 7 6 

Social 7 9 3 13 4 12 

Governance 2 4 1 5 1 5 

Total 18 17 10 25 12 23 
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Analysis 
The analysis chapter has an introducing section that discusses ESG impact on financial performance. Then 

the results from the sign test are discussed. Finally, the chapter is ended by a discussion about how asset 

managers should use ESG information and how the result of this study affects the society.      

ESG Impact on Financial Performance 
This section discuss the result of the study from a general viewpoints, the reader who is in-

terested in the deep analysis of the results of this study is advice to read section Analysis of 

Event Study.  

After the collection of all data it can be concluded that evaluating the relationship between 

ESG and financial performance is a problematic area. How the relationship looks depends 

to a large extent on what time period is considered. It is important to keep in mind that 

these 35 cases that are presented in the Appendix III are from large organisations, which 

may create difficulties to estimate how big impact one ESG case have on the firm’s total 

performance.   

As pointed out earlier, this study takes the perspective of an asset manager in evaluating al-

ternative factors to the traditional financial measures like P/E ratio, Return on Equity, Free 

Cash Flow to Equity etc. These factors have been divided into three different categories, 

Environmental, Social and Governance factors. Within this section, I look at these factors 

as one collective measure as well as individual factors to see if a pattern to predict future 

stock performance exists.  

The following sections will discuss the trade of between costs and benefits associated with 

ESG improvements. Clearly there are both costs and benefits associated with ESG im-

provements. To support that statement, consider a situation were the only outcomes from 

ESG improvements was financial costs (or financial benefits), then should the result in this 

study be very one-sided, which they are not. Therefore, I state that there are both benefits 

and costs associated with ESG improvements. Due to this, the interesting topic is rather 

what the net sum of cost and benefits are, which will be addressed in the following sec-

tions.  

At a first glance, the result shows more negative outcomes of financial performance than 

positive after the ESG improvement has occurred. This could be an indication of the fact 

that addressing ESG factors are more expensive than what the benefits compensate the 
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companies for. If this would be the true state of the relationship between ESG and finan-

cial performance, asset managers should object decision made by top-management in their 

holdings that promotes expensive ESG improvement actions, from a pure economical 

point of view. 

An alternative explanation could be that the effect of the ESG improvement does not 

show in the study due to other factors having far greater impact on financial performance. 

If this would be the case, it is hard to make any conclusions about the relationship between 

financial performance and ESG improvements. This is a problem prior studies have en-

countered and a well-known challenge when trying to measure the relationship between 

ESG and financial performance (Orlitzky et al, 2003).  

The study can reveal three potential outcomes: negative, positive and no relationship be-

tween the two factors. Since it is difficult to make any conclusions about the true relation-

ships all three potential relationships are discussed in this chapter. The first, which already 

has been discussed, is a negative relationship and was addressed in the prior sections.  

The second alternative is that there is no relationship between the two. This would mean 

the asset managers do not have any financial incentive to pursue increased ESG perfor-

mance of their holdings. One could argue that if increased ESG performance does not 

have a negative impact on financial return then should the positive externalities be enough 

incentive for asset managers to pursue ESG objectives. This is true, however, the aim for 

this study is to give recommendations to reach profit maximisation; and therefore, in this 

context, such externalities have a value equal to zero. Although, in a scenario with an asset 

manager facing a situation like this, given the knowledge that ESG do not have any impact 

on financial performance, there are other important factors that needs to be considered, 

like reputational risks and brand image. For the reader that would like to read more about 

societal impact if this would be the true relationship, see section Impact at a Societal Level.  

The third alternative is that there would be a positive relationship between ESG and finan-

cial performance. If this would be the true state, an asset manager can take two possible 

approaches to benefit from this relationship. The first and most obvious approach is to 

identify companies that have a positive trend in their ESG performance. Then if the com-

pany stay on this trend the financial performance will experience a positive boost due to 

this, and the asset manager will earn sustainable financial returns. The second approach has 

a lot in common with the integrated approach described in section ESG Investment Strategies 
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and the post-investment process. What asset managers should do, if there is a positive rela-

tionship between ESG and financial performance, is to exercise their voting right as own-

ers of the company to direct the company to more ESG friendly policies. Most important-

ly, the asset managers should take an active ownership role and discuss important issues 

with the company on a continuous basis. By doing so the asset manager may improve the 

ESG development in the company and thereby boost financial results. The asset manager 

could also identify companies with negative ESG trends or non-developing ESG trends 

and then try to develop these companies as investment companies do, but with focus on 

ESG factors. These approaches are mainly applicable for large and long-term investors, 

such as pensions funds. Since to be able as an individual asset manager to influence a com-

pany, you need considerable holdings of a company’s shares. The alternative would be to 

make an agreement with other shareholders so the collective sum of holdings of all share-

holders within the agreement is considerable. There are two reason why I argue that ESG 

investment strategies should be long-term, (1) prior research address this as an important 

factor, (2) the results is more interpretable in the long-term, in short-term it appears to be 

completely random.  

Analysis of Event Study 

General Findings  

For the mid- and long-term period test there appears to be weak evidence for a negative re-

lationship between ESG and financial performance, but long-term test is not statistically 

significant. The mid-term period test is statistically significant, although, before accepting a 

negative relationship as the true relationship, the situation calls for further analysis before 

stating any conclusions. It is clear that the time length of the tests have an impact on the 

results. For short-term test the result implies that there is no relationship, the mid-term test 

provide evidence that there is a negative relationship with statistical significance, whereas 

the long-term test still suggests a negative relationship but without any statistical signifi-

cance.  

If assumed that these results are the true state of the relationship, then it is interesting to 

consider how the financial performance develops during the different time periods. In the 

short run, ESG seems to have no impact on financial performance. This is consistent with 

what prior studies conclude about the relationship, changes in the organisation takes time 

and neither cost or benefits the organisation in the short-run. For mid-term period, the re-
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sults support a negative relationship. One possible explanation could be that the cost relat-

ed to the ESG improvement may start to be reflecting the company’s financial perfor-

mance. But the benefits from the ESG performance increase are not yet reflected in the fi-

nancial performance. This would suggest that there is a lag between when the ESG im-

provement starts to cost and when the ESG improvement starts to pay off. The long-term 

period test’s results still imply a negative relationship, but less negative than the mid-term 

test, which may be due to that the benefits starts to be reflected in the financial perfor-

mance.  

Due to the findings in the previous section it would be interesting to do another test but 

with time period ranging from 5 up to 20 years. By doing so the effect of ESG in the ultra-

long-term could be examined and it could be tested if the trend continuous. For practical 

reasons, this is not applicable to this study since there is not enough financial data available. 

Meaning that most events examined do not have 10 to 20 years of data post of the im-

provement, since the changes have been implemented too close to the present time.   

Environmental, Social & Governance Factors Different Impact 

So far ESG has been treated as one collection of factors and analysed the collective impact 

on financial performance. In this section, Environmental, Social and Governance factors 

will be treated separately.    

Beginning with environmental factors, the results indicate that in the short-run, ESG has a 

positive impact on financial performance with 9 positive versus 4 negative outcomes. With 

a mid-term perspective, the results are almost even, 6 positive outcomes versus 7 negative. 

This could imply, when the positive news of an improvement of environmental perfor-

mance is announced the financial returns seem to experience a performance boost. Then in 

the mid-term perspective it seems like the lagged cost due to the improvement influence 

the results. Then for the long-term perspective the results are still almost even, but at a 

slight advantage for the positive outcomes, with 7 positive versus 6 negative. If possible, it 

would be interesting to so test this development in the ultra-long-term, more than ten years 

periods to see if the trend is continuing, with more positive financial outcomes.  

In the sample there are 35 cases, 13 of them concerns environmental issues, 16 social as-

pects and 6 are governance issues. Still the environmental cases represent the category that 

has the most positive outcomes in all three-time perspectives. This is in line with Tran and 

Brundin (2014) statement that environmental factors will become the most important issue 
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of all ESG issues in the future. In fact, this actually suggests that environmental factors al-

ready are the most important issues in terms of ESG for investors and asset managers to 

address. I find this statement reasonable, since this study’s results suggest that this is the 

case but also from a logical viewpoint. As natural resources become scarcer in the long run 

they are getting more expensive to use. Tran and Brundin (2014) predict that resources as 

oil, gas, electricity and waste disposal will be business critical activities by 2020. There is al-

so another aspect to it, regulators are introducing higher fees and taxes as the environmen-

tal issues are becoming more critical. Then to counter increasing prices and more demand-

ing regulation, companies needs to address this issue and become more efficient than is 

competitors. Therefore, asset managers also need to consider these aspects in their invest-

ments, in a pre- and a post-investment stage.  

The social cases are out of the total number of observations the largest group within the 

data set. Together with governance cases, these observations represent the vast majority of 

all negative outcomes. As stated earlier, the lagged cost influence becomes more apparent 

in the mid-term perspective. The short-term test shows an almost even result with seven 

positive and nine negative outcomes. Again, the long-term test shows slightly more positive 

outcomes than the med-term case, four positive versus twelve negative. It is hard to tell 

why the social cases generate most of the negative outcomes, one possible explanation 

could be that actions to correct these situation induce more cost than actions related to 

other areas. In the case information, the location of the incident and improvement are not 

explicitly stated. However, with the social cases the majority of them occur in countries 

where low-skilled labour is used. To correct unsafe work environment and other structural 

problems related to the labour force can induce large cost, but not always that much of a 

profit increase. One hypothesis could be that if these companies would neglect to address 

these issues they would have performed even worse in the long-run, due media crises, em-

bargoes, bad publicity etc. But since addressing these issue come with a large cost, they un-

derperform compared to previously. However, if they did not address the issue they maybe 

would have performed even.     

For the governance cases there are two positive and four negative in the short perspective 

test and one positive versus five negative on the mid- and long-perspective. Based so few 

observations and small differences between the results it is hard to make any conjecture of 

how governance factors influence financial performance. At a first glance, there is weak ev-

idence that there is a negative relationship. Looking deeper into what cases that are actually 
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presented in the data set, the majority of them concern corruption. Corruption is a struc-

tural problem that the company management needs to address, but there are other im-

portant aspects of governance that is not covered by the data set in this study. One ques-

tion that arises due to the results, is if corruption actually benefits financial performance? 

Probably not, but it can also be costly to get rid off, which might explain the negative fi-

nancial outcome for these cases. All in all, the governance cases only represent a small frac-

tion of the total amount of observations, and therefore conclusions about the relationship 

of ESG and financial performance based in this should be done cautiously.  

By looking at the three categories of factors separately, we can see that, not surprisingly, the 

two categories environmental and social that represent the majority of all observations ex-

perience the same pattern as the total data set. Whereas the category governance shows a 

negative relationship in all time perspective.  

One important aspect that has not been addressed yet is the sector in which the company 

operates. To make a link to traditionally financial analysis, take a company operating in the 

real-estate sectors, which generally experience higher debt levels than companies in other 

sectors. Then to evaluate the real-estate company on debt ratios and compare those ratios 

to other sectors would probably give erroneous picture of the real-estate company’s future. 

The same reasoning can be applied to the topic of this study and has been discussed by Ec-

cles and Serafeim (2013) with their discussion of a materiality map. So what should be kept 

in mind is that one factor can show significant result for one company, but at the next 

company no or little impact at all.  

Asset Managers and ESG 
So far the discussion has concerned the relationship between ESG and financial perfor-

mance. In this section the asset manager will be addressed and recommendations given for 

investments. This section will discuss two different potential relationships, (1) an overall 

negative impact from ESG improvement on financial performance, (2) the earlier discussed 

negative impact in mid-run and moving over to more positive impact in the ultra-long time.  

Assuming a negative relationship between ESG improvements and financial performance 

have implications for asset managers. If this would be true it indicates that the cost associ-

ated with ESG improvements outweighs the benefits, therefore should asset managers 

have a rather restrictive attitude towards non-vital ESG improvements. Certain ESG fac-

tors would probably still be necessary to spend resources on, due to legal compliance, but 
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striving for to become a top ESG performing company would in this scenario only de-

crease the value of the company. Although, ESG aspects should still be considered by the 

asset managers, so they can tell “necessary” from “unnecessary” ESG improvements.  

If the relationship between ESG and financial performance is non-linear, first negative and 

then positive in the ultra-long time, that also has implications for asset managers. If this 

would be the true relationship with no difference in short-run, negative (underperform) in 

mid-run, negative but increasing performance in the long-run and in the ultra-long time is 

potentially positive (over-perform), makes a strategy based on ESG factors more useful for 

certain asset managers than others. Due to the long-term effects it is more attractive for as-

set managers that have a long investment horizon, like the asset managers for a pension 

fund. But also more short-term investors like hedge-fund managers that usually not have 

investments for 15 to 20 years, could potentially use certain ESG information. If a compa-

ny has major problem with several ESG related areas and are about to make large interven-

tion to correct these issues, the asset manager may need to think twice before undertaking 

an investment in that firm. That information can tell the asset manager that, even if the fi-

nancial development is good, there will be large cost in the future and these investments 

will not payoff within their investment horizon. The statements in this section only have 

weak support from the findings of this study, but are still interesting to consider.  

Based on this study, I would recommend an approach similar to the integrated approach. 

Because, regardless of how the relationship between ESG and financial performance looks, 

asset manger should take ESG factors into account. If there is a negative relationship there 

is still important for the asset manager to consider which companies that only undertake 

necessary ESG investments. If there a long term positive relationship there asset managers 

should identify companies that work efficiently with ESG questions. Even for short-term 

investors, which according to prior research and the finings in this study not should con-

sider ESG factors to any larger extent, things like reputational risk should be accounted for. 

If an asset managers choose to invest in a highly ESG underperforming business this may 

cause consequences for the managers reputation and it is a business risk. The integrated 

approach emphasises another important factor in the post-investment stage, to be an active 

shareholder. Also by integrating the ESG analysis into the investment analysis a deeper un-

derstanding for the company can be reached and what factors that can influence future per-

formance. If the new Swedish sustainability law is accepted, this would lead to a favourable 

development for asset managers to gain more information on Swedish companies. Hope-
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fully it will mean more standardized ESG reporting and also that the quality of the disclos-

ers are increased.  

The positive screening approach is a good option for the asset manager given that ESG ac-

tually have a positive impact on financial performance in the long run. If it would have a 

negative impact this approach would have a reversed effect than what it is intended too. 

Further, by only picking those companies that are top-performing in ESG terms the asset 

manager may fail to identify how the trend is going. If so, there is both a risk to buy ESG 

top-performing companies but with a declining trend, and there is a risk to miss opportuni-

ties of companies that are performing bad but have a positive trend.  

Negative screening is not as good alternative as the previously two strategies, this approach 

have a clear focus on identify “bad” companies instead of locating opportunities. First, if 

an asset manager uses this approach, they will exclude certain companies from being a po-

tential investment. Therefore should an asset manager do at best, just as good as an asset 

manager that does not use negative screening. Since this asset manager can pick all the 

companies that the asset manager that use negative screening can, and some additional 

which theoretically could give that asset manager a better return. Another aspects is that 

companies that invest to improve ESG seems to underperform under a certain time, and 

logically companies that fail to address ESG issues may then be a potential investment in 

the short-run. If an asset manager would use negative screening it would not be possible to 

undertake these short-term investments. The last aspect of negative screening is that this 

approach does not take into consideration what the trend of ESG performance is, there-

fore companies that should be included in a long-term portfolio may erroneous by exclud-

ed from the portfolio.  

Impact at a societal level  
This section addresses the societal impact the findings of this study have. The government 

importance increases to support a sustainable business climate if the economical incentives 

are weak. If the findings of these studies are true, that in the mid- and long run companies 

that pursue ESG improvements objectives underperform, an external authority need to 

provide incentive for the companies. As prior sections suggest, in the ultra-long time com-

panies that has invested in ESG improvements may start to over perform, but that is prob-

ably far from enough to make all companies address ESG issues. Natural resources are di-

minishing, social rights and work conditions are violated and company managers exploits 
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business for their own purpose, that are situations that todays business environment faces 

around the world today. To accomplish a stronger movement towards better business prac-

tice, when financial incentives lacks as this study suggest, calls for interventions from gov-

ernments or international unions to give incentives for companies.  
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Conclusion 
In this paper the connection between ESG and financial performance is studied. The fin-

ings only provide weak evidence for a relationship between ESG and financial perfor-

mance. The overall conclusion based on the findings is that ESG do not have any major 

impact on financial performance, however before rejecting a relationship some further test-

ing needs to be done. Even if the evidences are weak, some tendencies can be observed.  

Three event studies are performed on the same data, with three different time-perspectives, 

1-year, 3-years and 5-years. For the short-term test there was no impact form ESG im-

provement in financial performance. In the mid-term test there is an indication of a nega-

tive impact from ESG improvements, which statistically significance. The long-term test 

indicates a negative impact, but with fewer negative outcomes and it is not statistically sig-

nificant, showing that performance increased slightly from the mid-term test.  

By looking at how the relationship develops during different time-perspective a pattern can 

be seen. At the short-run ESG has no major influence on financial performance, consistent 

with prior research. In mid-run the costs associated with ESG improvement influences the 

financial performance but not the benefits associated in ESG improvements. In the long 

run a slight increase in performance can be observed, and maybe that is due to the benefits 

of ESG improvements starts to influence financial performance, thereby suggesting that it 

is a lag between when the cost and benefits starts to influence financial performance.  

Regardless of which impact ESG have on financial performance this study suggest asset 

managers to use the integrated approach, to gain a comprehensive understanding of a 

company. The largest challenge for asset managers is to identify material ESG issues for 

their specific company, since ESG investments are expensive and only those that are nec-

essary should be undertaken. If successfully integrated asset managers can gain better un-

derstanding of what will affect their holdings future cash flows.   

To create value is the mission of every business and asset managers try to identify those 

businesses with the greatest possibilities to generate value. But corporate value creation is 

not always aligned value creation for society as a whole. This creates challenges for business 

to overcome, and in the long run those who manage to align these will reduce the risk of 

their business and probably face a brighter future. I am certain that we will see a develop-

ment towards more comprehensive ESG integrating models.  
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Discussion and Theoretical Contribution 
This study has encountered the issue that many other studies within this field have done, 

the difficulty to determine the connection between ESG and financial performance with 

statistical significance. A part of the problem is the market movement that differentiate be-

tween the pre- and post improvement period. Still this approach is argued to be accurate to 

support conclusions about the problems statement of this study. I wanted to addresses 

how a specific company was performing post of an ESG improvement, then to investigate 

if that company is performing better; it needs to be benchmarked against that company’s 

past performance. Some might suggest to benchmark the post-improvement performance 

against some reference- or market portfolio, but this would only answer how the company 

is performing relatively to competitors or the market. Not if it actually beats its own passed 

performance. Suggestions on how to overcome difficulties encountered in the study can be 

found in the section Suggestions for future studies.  

There have been quite a lot of studies covering the relationship between ESG and financial 

performance, my contribution to this literature is that I focus on companies that have im-

proved their ESG performance, instead of categorising good and bad companies. Prior lit-

erature has to a large extent focused on comparing SRI mutual funds and top- or bottom 

performing companies in ESG. My approach focus on what happens to the financial per-

formance of a company that have invested and focused to solve an ESG related issue. By 

doing this, I wanted to establish a clearer link between ESG and financial performance. 

With my new focus I hope to take an initial step to provide guidance in what asset manag-

ers should think of prior to an investment, but also what they should consider after an in-

vestment.  

Suggestions for Future Research  
To continue to map out ESG influence on financial performance I would suggest that each 

category Environmental, Social and Governance should be treated individually. The sample 

volume should be increased and distributed over an even larger time-span than in this study 

(16 years). Another time-period for estimating the performance pre- and post of improve-

ment should be added for the ultra long perspective, more than 5 years, preferably even 

longer than 10 years. The last important aspects that should be consider in future studies is 

the materiality of the ESG improvement for the company, this is something that this study 

lack due to time constrains, but could potentially enhance the quality of the study further.  
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Appendix I 
Explanation of Buy-and-Hold-Abnormal-Return and T-statistic calculations.  

The BHAR formula is specified below,  

𝐵𝐻𝐴𝑅!(!!,!!) = Π!!!!!! 1+ 𝑅!,! − Π!!!!!! 1+ 𝐸 𝑅!" Ω!"  

Where T2 is the second period, classified as post-improvement period. Π!!!!!! 1+ 𝑅!,!  is 

the product of gross monthly returns for the post-improvement period. 

 Π!!!!!! 1+ 𝐸 𝑅!" Ω!"  is the gross monthly return for the control period, here, the pre-

improvement period. Ω!"is the error term and the best possible estimate for the error term 

is 0.  

 

To find the t-statistic for a sing test the formula below is applied. X is the smaller number 

of (+) or (–) signs, N is the sample size, the total number of positive and negative signs. 

𝑡!" =
𝑥 + 0.5 − 0.05𝑁

𝑛/2
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Appendix II 
Table 5, Long-Term Test 

No. Pre-Period Post-Period BHAR Sign 

1 1,80 0,70 -‐1,11 -‐ 

2 5,94 0,76 -‐5,18 -‐ 

3 2,82 1,49 -‐1,33 -‐ 

4 0,82 1,60 0,78 + 

5 0,83 1,23 0,40 + 

6 0,84 1,30 0,45 + 

7 1,89 1,17 -‐0,71 -‐ 

8 2,42 1,26 -‐1,16 -‐ 

9 2,54 1,08 -‐1,46 -‐ 

10 1,87 1,21 -‐0,66 -‐ 

11 1,49 1,20 -‐0,30 -‐ 

12 2,60 1,46 -‐1,14 -‐ 

13 0,57 0,93 0,36 + 

14 1,92 1,59 -‐0,33 -‐ 

15 6,05 2,44 -‐3,61 -‐ 

16 2,42 0,71 -‐1,71 -‐ 

17 6,08 2,47 -‐3,61 -‐ 

18 14,40 1,45 -‐12,96 -‐ 

19 1,20 2,75 1,55 + 

20 6,55 1,53 -‐5,02 -‐ 

21 3,11 2,17 -‐0,94 -‐ 

22 1,15 0,85 -‐0,30 -‐ 

23 0,54 0,40 -‐0,14 -‐ 

24 3,64 1,31 -‐2,33 -‐ 

25 1,32 1,49 0,18 + 

26 1,00 1,06 0,06 + 

27 0,55 1,54 0,98 + 

28 0,97 1,33 0,36 + 

29 0,93 2,77 1,84 + 

30 0,88 1,39 0,51 + 

31 1,59 1,09 -‐0,50 -‐ 

32 1,11 1,03 -‐0,07 -‐ 

33 1,18 1,21 0,03 + 

34 0,77 0,45 -‐0,32 -‐ 

35 1,38 1,32 -‐0,06 -‐ 
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Table 6, Mid-Term Test 

No. Pre-Period Post-Period BHAR Sign 

1 1,10 0,82 -‐0,28 -‐ 

2 1,83 1,39 -‐0,45 -‐ 

3 1,60 1,49 -‐0,11 -‐ 

4 2,55 1,11 -‐1,44 -‐ 

5 0,81 1,13 0,33 + 

6 0,89 1,16 0,27 + 

7 1,93 1,45 -‐0,47 -‐ 

8 1,47 0,94 -‐0,53 -‐ 

9 1,23 1,06 -‐0,17 -‐ 

10 2,10 0,50 -‐1,60 -‐ 

11 1,41 0,95 -‐0,47 -‐ 

12 2,27 1,54 -‐0,73 -‐ 

13 1,76 0,73 -‐1,03 -‐ 

14 1,06 0,51 -‐0,55 -‐ 

15 2,04 1,61 -‐0,43 -‐ 

16 2,19 0,62 -‐1,57 -‐ 

17 0,48 1,21 0,74 + 

18 2,66 0,94 -‐1,72 -‐ 

19 1,03 2,10 1,07 + 

20 2,16 1,67 -‐0,49 -‐ 

21 1,54 1,33 -‐0,21 -‐ 

22 1,72 0,52 -‐1,20 -‐ 

23 0,98 0,65 -‐0,33 -‐ 

24 2,30 1,79 -‐0,51 -‐ 

25 2,15 1,03 -‐1,12 -‐ 

26 1,11 0,67 -‐0,44 -‐ 

27 0,84 1,25 0,41 + 

28 0,97 1,33 0,36 + 

29 1,18 2,01 0,83 + 

30 0,85 1,17 0,33 + 

31 1,27 1,03 -‐0,24 -‐ 

32 1,39 0,84 -‐0,55 -‐ 

33 1,12 1,24 0,12 + 

34 0,77 0,45 -‐0,32 -‐ 

35 1,22 1,32 0,10 + 
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Table 7, Short-Term Test 

No. Pre-Period Post-Period BHAR Sign 

1 0,87 1,07 0,20 + 

2 1,29 0,89 -‐0,40 -‐ 

3 1,29 0,97 -‐0,33 -‐ 

4 0,80 0,85 0,05 + 

5 0,93 0,97 0,04 + 

6 0,91 1,19 0,28 + 

7 1,52 1,03 -‐0,49 -‐ 

8 1,16 0,86 -‐0,30 -‐ 

9 0,95 1,00 0,05 + 

10 0,87 1,07 0,20 + 

11 1,12 1,30 0,17 + 

12 0,88 1,72 0,84 + 

13 1,51 1,48 -‐0,03 -‐ 

14 1,06 0,64 -‐0,42 -‐ 

15 0,99 0,73 -‐0,26 -‐ 

16 1,29 1,34 0,04 + 

17 1,55 1,19 -‐0,37 -‐ 

18 0,36 1,07 0,71 + 

19 2,06 0,95 -‐1,10 -‐ 

20 0,99 1,43 0,44 + 

21 1,24 1,67 0,43 + 

22 1,15 1,16 0,01 + 

23 1,42 0,93 -‐0,49 -‐ 

24 0,69 0,78 0,09 + 

25 1,73 0,96 -‐0,77 -‐ 

26 1,47 0,88 -‐0,59 -‐ 

27 0,97 0,83 -‐0,14 -‐ 

28 0,81 1,46 0,65 + 

29 1,07 1,19 0,12 + 

30 1,12 1,88 0,77 + 

31 1,14 1,17 0,03 + 

32 1,23 1,12 -‐0,11 -‐ 

33 1,20 1,05 -‐0,15 -‐ 

34 1,39 1,00 -‐0,39 -‐ 

35 1,85 0,61 -‐1,24 -‐ 
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Appendix III 
Table 8, Case Descriptions  

 No. Case Description Classification 

1 Association to violation of the right to collective bar-
gaining Labour Rights 

2 Association to complicity in human rights abuses in de-
tainee operations Human Rights 

3 Association to complicity in human rights abuses by 
security forces Human Rights 

4 Association to sale of contaminated infant formula Human Rights 

5 
Association to damage caused to crops and human 
health, fraud and misleading information related to 
Benlate 

Environment 

6 Association to inadequate practices in the construction 
of the OCP pipeline Environment 

7 Association to bribery Corruption 

8 Association to labour rights violations in various coun-
tries Labour Rights 

9 Association to systematic deficiencies in business prac-
tices in Iraq and Nigeria Corruption 

10 Association to bribery Corruption 

11 Association to violation of labour rights Labour Rights 

12 Association to violations of national environmental 
regulations in relation to harvesting activities Environment 

13 Association to contractual arrangements with an occu-
pying state for the exploration of oil Human Rights 

14 Association to violations of labour rights Labour Rights 

15 Association to bribery Corruption 

16 Association to sexual exploitation of minors Human Rights 

17 Association to nuclear weapon programmes 

 

Inhumane 
Weapons 

18 Association to contamination of groundwater Environment 
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19 Association to violations of environmental norms and 
national regulation protecting the environment Environment 

20 Association to inadequate safety procedures causing 
chemical contamination Environment 

21 Association to inadequate practices in the construction 
of the OCP pipeline Environment 

22 Association to discrimination of women Labour Rights 

23 Association to fatal accidents and failure to uphold a 
safe working environment Labour Rights 

24 Association to inhumane conditions at detainee centre Human Rights 

25 Association to bribery of officials in various countries Corruption 

26 Association to dumping of hazardous waste Environment 

27 Association to child labour in the cocoa industry Labour Rights 

28 Association to child labour Labour Rights 

29 Association to negligence in air pollution control Environment 

30 Association to inadequate precaution in high risk envi-
ronment Environment 

31 Association to inadequate precaution in high risk envi-
ronment Environment 

32 Association to major oil spill Environment 

33 Association to inadequate precaution in high risk envi-
ronment Environment 

34 Association to deficient safety procedures causing fatal 
accident Labour Rights 

35 Association to anti-union practices Labour Rights 


