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Abstract 

 

Sustainable finance and responsible investing has been influencing the business world more 

than ever. Otherwise traditional investment strategies were susceptible to business, tax, legal 

and economic frameworks; which were forced to adapt to sustainable growth and its 

influencing impact. However circumstances dictated the implementation of a global evaluation 

system in an attempt to cement the otherwise unsupported responsible investing.  

The aforementioned system mostly emphasizes on environmental, social and governance 

factors which comprises the three main pillars of the ESG index. Furthermore the previously 

denoted index attempts to quantify multicultural inclusion, gender equity issues and other 

matters of relevant importance. 

At the foundation of the issue lies a heavily debated matter. That is whether revenues should 

be reinvented in an attempt to grow business or be shared to various shareholders. The 

stakeholder point of view is the excess revenue should be reinvented in an attempt to increase 

the business. Contradicting this opinion the shareholder’s reasoning propose any revenue to be 

given to the stock owners suggesting that a stock option that shares frequently and high will 

attract more investors.1 

A case study of some leaders in their respective industry peers ties ESG and economic 

performance. The answers are provided by using a simple linear regression model that binds 

ESG to RoE, stock option performance and gross profit.  
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Chapter 1 

1.1 Historic Reference 

When it was established that the need for an environmental, social and governance framework 

was required several attempts were made in the name of progress. It should however be noted 

that not all of ESG factors were formulated at once, neither many of them were conceived until 

social and other factors demanded otherwise. As the creation and uptake of the term ESG took 

place gradually, then suddenly, its ubiquity has given way to assumptions that “everyone 

understands what they are referring to” (E. Pollman 2022).  

Rise of sustainable investments in US 

 



 

As seen in the chart an almost exponential explosion of ESG investment in the US2, however 

how this index came to be provides valuable insight in the world of CRI. 

Indeed the integration of corporate governance and third party relationships with stakeholders, 

communities, society and the environment has quite a long history. Notably is worth 

mentioning the colorful debate between Professors Merrick Dodd and Adolf Berle where both 

parties believed that corporations should incline towards the public interest through different 

means.3 This debate has been on forefront of investing for the better half of the past century 

binding corporate social responsibility with the rise of corporate governance along with its ties 

to shareholder primacy. 

The foundations of ESG can be traced back to the United Nations origins. Since its formulation 

in 1945 the UN has catalyzed and sponsored a plethora of initiatives regarding the global 

economy, environment, human rights and relevant issues with aftereffects on various business 

and markets. Some scholars claimed that “beginning in 1950s, the UN was prompted to keep its 

distance from the corporate sector by the Cold War environment and the need to display a 

relative impartiality toward market economy and planned economy advocates alike” (Thérien 

and Pouliot 2006 pp55-75). Yet as history unfolded, the UN could not afford a docile behavior in 

the business universe. Forward some years on May 1 1974 the New International Economic 

Order is founded with the sole purpose of “terminating economic colonialism and dependency 

through a new interdependent economy”. Analytically a total of nine universal problems plus 

an additional special program were introduced.  

 

                                                           
2 the US did not sing the Kyoto protocol in 1997 and has not up to date claiming unfairness between emissions the so called “US GAP” 
3 There are a lot of conflicting interpretations analyzing the debate where a lot of people misunderstand the debate believing Dodd 

supported the shareholder value. 



 The combined total of them was a decent 

attempt to bring reform in the governance of 

the world economy and embed the recently 

decolonized nations in the modern world of 

finance. It was arguably a needed undertake 

since the end of the Second World War left 

the world in chaos. Wartime experience 

demonstrated the impossibility of autarkic 

mobilization thus and convinced postwar 

leaders that each must find its place in a new 

worldwide division of labor (Harrison 2000 

pp36). The economic gap between the 

developed and developing countries was too 

big and was it to be left unchecked would 

soon undermine the capitalistic nature of the 

planet. It should also be noted that there was 

no room for another crisis since no party could 

afford neither economic meltdown nor 

another militaristic undertake. Albeit a decent 

attempt NIEO was doomed to fail. As benevolence retreated to competition, inevitability 

caught up. An array of questions like how much will it cost, who will cover them and who 

benefits from the program soon flooded UN. Furthermore developing countries showed no sign 

of recession and in 1984 a decade long in the project the world showed no indication of 

improvement. By 1986 (when UN adopted the “right to development”) the project was 

considered a failure (by public opinion) and was abandoned. Shortly after in 1990 the UN 

opened up to the corporate sector, a change described by some as “a turn of 180 degrees”. It 

was at that time, that the then, secretary of the UN Kofi Annan laid the foundation for what 

would be later called ESG. The economic and social council of commission on transnational 

corporations of the UN had already contributed in cementing a preliminary foundation on 

corporate, finance and social transactions.  

Globalization is an indisputable non signed pact of life, however it is the author’s special 

opinion that its fragility is not globally comprehended. The expansion of the markets 

outmatches both the ability of their respected communities to adapt to the necessary change 

and any political, social or otherwise fruitful progress to adjust their course. Historically when 

this gap was left to grow unchecked, it often resulted to primitive solutions to address 

occurring disputes. A prudent example would be the great depression back in 1929. 

And while social and economic factors were under constant scrutiny it took a lot longer to 

consider the environmental impact that the industry suffered. It fact the year was 1992 when 

the UN proposed a framework convention on climate regulation. A commendable beginning 

none the less that opposed climate change by regulating the greenhouse gas concentrations in 



the upper atmosphere. Informally known as the “Earth Summit” the treatise was held in Rio de 

Janeiro and negotiated the establishment of its headquarters in Bonn Germany, to supervise 

the environmental pact. The framework was later to be extended to what we know as the 

Kyoto Protocol in 1997 (effective in 2005). The main ground for the Framework Convention on 

Climate Change required further scrutiny, was the consensus that global warming is occurring 

and it is driven by human emissions.  

The Kyoto protocol demanded restrictions on sever pollutants which were later expanded in 

the second round held in Doha Qatar in 2012 (effective in 2020). It should be noted that while 

all 36 countries bound to the first commitment complied with the restriction, 9 of them 

eventually resorted to flexibility mechanisms. Later in 2012 37 countries bound themselves to 

new targets in Doha, while others like Canada withdrew completely. A separate case would be 

the united states where although they signed the protocol it did not pass to the congress 

therefore its industry was not legally bound to comply, this is the so called “US gap”. 

The next step in the climate regulation attempt would be the Paris agreement “accord de Paris” 

in 2015 (effective in 2016) which is the first almost global wide effort. This treatise attempts to 

keep the rise of the mean global temperature below 2C (3.6F) degrees and if possible further 

limit the increment to 1.5C (2.7F). Furthermore albeit not bound by specific date the agreeing 

parties are to reach a net zero emissions post haste by mid-21 century4. It should be noted that 

in contrast to Kyoto protocol and although each country should thoroughly report its progress 

and future plans alike there is no commitment defining how much a state pollutes with the 

restriction that it should be lower than its previous target.  

 

1.2 Categories and quantifiable analysis of ESG 

1.2.1 Categories of the ESG index  

It is proven by the research of the Global Sustainable Investment Alliance that ESG investing can 

result to macroeconomic sustainable finance. Research by the World Bank suggests that 

broader financial inclusion can coincide with more financial stability, though sorting out lines of 

causation between those two sets of variables remains challenging (Vinay Kandpal et al 2023). 

As previously stated the ESG acronym stands for environmental, social and governance. The 

collective sum of the sub-elements of this trinity comprises the index and while its 

quantification may subject to methodology, there are a couple of ways to measure its 

performance.  

Environmental is the first pillar of the index which measures the impact of the organization on 

the planet. Such measurements include but may not be limited to carbon emissions, air 

pollution, water consumption and pollution, deforestation, green energy initiatives and waste 

                                                           
4 Neutral emissions is quite different than net zero emissions where the later demands absolute zero pollutants the first allows the flexibility 

to sponsor other organizations superior pollutant policies in return for bypassing certain acknowledged limitations. 



management. Any decision that will result in change of the globes “health”, for better or worse, 

has the potential to be measured and affect the whole rating. There are some cases in which 

while simply abiding by current laws does lower the index, from this perspective however it 

does also not raise it. An example would be that if an organization whose emission would be 

within legal limits and allowances however not spending funds in renewable energy 

investments (while able to do so), would actually lower its ESG rating. 

Another equally important part of ESG is the social policies that the company elects to follow. 

Not only restricted to how companies interact with their clientele and their respective b2b 

partners, but also how they treat inner-working relationships, male to female promotions, 

multicultural unbiased selection and several other factors that represent a just system which 

regulates day to day humanitarian transactions. In the social category also fall private data 

security and how the company itself reacts to injustice, like a sexual harassment policy. 

Last but not list comes the governance. How and why the executive decisions are made, 

weather there is enough diversity in the board, or even if external investing is protected from 

internal malpractice. Furthermore how management policies, remuneration system and 

promotions are being handled, is an indisputable part of the governance pillar. 

These three domains attempt to quantify the “sustainable” growth of the organization. Even 

though that none of the above indications holds any relation between economic or financial 

figures there is a strong connection between them and the value production in the 

organization. 

1.2.2 Quantifiable analysis of the ESG index 

There have been a lot of attempts to quantify the ESG index. Some considerable attempts some 

not, it should be noted that while it is neither easy nor fully achievable to create a universal 

classification, which scrutinizes every aspect of the multicultural diversity on the planet, it 

would be highly unethical not to be inclusive of all the parameters. Doing so would undermine 

ethics and standards, while any third party could argue foul play. The author of this paper after 

careful consideration decided that the Morgan Stanley Capital International has developed the 

most accurate method (which may be subject to debate) and as such will proceed accordingly. 

However in the latter analysis of the leaders of ESG other (third party) ratings may be utilized 

due to unavailability of data and the nature of this of the paper as meta analytic (that is to 

compare other published analysis). 

The aforementioned method starts by further compartmentalizing the E, S and G factors in 35 

further important categories as shown below.   

  

  

 



Environmental 

Climate Change 

Carbon Emissions  

Financing Environmental Impact 

Product Carbon Footprint 

Climate Change Vulnerability 

Natural Capital 

Water Stress 

Raw Material Sourcing 

Biodiversity & Land Usage 

Pollution & Waste 

Toxic Emissions & Waste 

Electronic Waste 

Packaging Material & Waste 

Environmental Opportunities 

Opportunities in Clean Tech 

Opportunities in Renewable 
Energy 

Opportunities in Green Building 

Social 

Human Capital 

Labor Management 

Human Capital Development 

Health & Safety 

Supply Chain Labor Standards 

Product Liability 

Product Safety & Quality 

Privacy & Data Security 

Chemical Safety 

Responsible Investment 

Consumer Financial Protection 

Health & Demographic Risk 

Stakeholder Opposition 
Controversial Sourcing 

Community Relations 

Social Opportunities 

Access to Communications 

Access to Finance 

Access to Health Care 

Opportunities in Nutrition & 
Health 

Governance 

Corporate Governance 

Ownership & Control 

Pay 

Board 

Accounting 

Corporate Behavior 
Business Ethics 

Tax Transparency 

 

To deduce a final ESG score, the weighted average of each of the 3 pillars is calculated and then 

normalized to the respective ESG rating of the industry peer. Beyond that committee-level 

overrides that may exist are taken into consideration to conclude into a final score. The firm 

may receive any rating between (AAA), which is rather difficult, and (CCC). It should be noted 

that the grading is not absolute, but subject to the relative industry peer. This is of course 



expected since there is no point calculating the carbon emissions of a heavy industry to the 

footprint of a law firm. 

 To better the attempt to quantify ESG rating a collaboration between MSCI and Standard and 

Poor’s 500 was made. The aforementioned exclusive property is called Global Industry 

Classification Standards. The initiative divides the global industry into 11 sectors each with 

subcategories that a business may or not interact. So comparison of the firms, may only hold 

value if they are in the same group. As it is their common claim the classification is not based on 

entirely statistical models, or finance returns, since the multicultural diversity often yields 

irrational grouping, but on more objective approach that is not entirely mathematical. 

Once the previously mentioned key issues have been elected from the classification, their 

respective weights may be selected. Usually most environmental and social key issues range 

between 5%-30% of the overall rating. The weights themselves account for the contribution to 

the industry relatively to the other industries weather negative, or positive impact on the 

environment and society, as well as the timeline within which the impact of the initiative to 

detonate. 

 

  Expected Time Frame 

  Short Term (<2 years) Long Term (>2 years) 

Contribution Level 
Social & Environmental 

Major Impact Highest Weight  

Minor Impact  Lowest Weight 

 

The 3 grades, high medium and low, are bestowed horizontally upon analysis of relevant data in 

the industry in the corresponding key issue. And vertically by assessing the entangled risk 

bound to present issues. 

As for the governance pillar, after November 2020 it has been graded as high contribution for 

corporate governance and medium contribution (long term), for corporate behavior. 

Furthermore the weight of this pillar cannot be valued less than 33%.5  

To comprehend whether a company is sufficiently utilizing a key ESG risk, it should a priori 

contemplate along with its strategies the depth it is exposed to the risk. And most of the recent 

models of ESG rating (including the one scrutinized), have taken it upon themselves to consider 

risk exposure in addition to risk management. To further debate it is unfair to expect, and 

hence rate, a company’s management policies with scaling climax to its exposure, when it 

would be more just to employ a linear approach. As an example one would only need to 

consider that it not expected from a company like Easy Jet to maintain the same policies as 

American Airlines. 

                                                           
5 Upon the event during which the Corporate Governance score cannot be determined due to insufficient disclosure the score of this pillar is 

determined in accordance to corporate behavior key issue. 



In an attempt to measure exposure to each key issue MSCI rating decides each company’s 

influence to key ESG risks in accordance to relevance to its main business, location and other 

significant measures, including but not limited to outsourced production and dependence on 

government contracts. Then the exposure is rated a 0-10 scale with 0 indicating no exposure 

and 10 a very strong alignment to the key ratings. Current altercations or any happened within 

the last 3 years impact the overall management score on each disputed case. Again 

management is rated from 0-10 based in their efforts. The score of each key issue is calculated 

as shown below.  

 

As the formula suggest 

the risk exposure and 

management scores 

contribute in a way 

that demands a higher 

level of management in 

regards to given 

exposure. It should be 

noted that this  

calculation method is 

based upon routinely 

transactions and the 

state of the global 

economy and 

sustainable finance as 

it is viewed by MSCI 

and S&P500, which 

makes it by default 

subject to change 

should the occasion 

requires. 

 

Evaluation of opportunities works much like the risks, however the model which combines the 

two is not the same. Exposure suggest the relevance of the opportunity to a business by taking 

into account current assets and geographic location. Management expresses the business 

capacity to exploit any given opportunity. As shown below constrained exposure binds the key 

issue score towards average values, while loosened exposure, release the afore-mentioned 

grip. 

 



In regards to controversies the MSCI ESG 

rating states that each case is scrutinized 

by an expert to assess whether structural 

problems could potentially materialize as 

future risks in an attempt to determine 

how it should impact the key issue score. It 

should be mentioned that any state with an 

alleged negative environmental, social and 

or governance impact is deemed as a 

controversy case. Such cases may include, 

but not limited to, an accident, a spill, an 

alleged scandal or multiple allegation 

regarding the same instance. The matrix below can be used to assess a controversy case based 

on its impact in its surroundings. 

Scale of Impact Egregious Serious Medium Minimal 

Extremely Widespread Very Severe Severe Severe Moderate 

Extensive Very Severe Severe Moderate Moderate 

Limited Severe Moderate Minor Minor 

Low Moderate Moderate Minor Minor 

 

The governance pillar is indistinguishable evaluation of a business which is rated between 0-10. 

It is a penalty based evaluation in which the misdemeanors are based on key metrics over the 

underlying key issues. 

 

 

 

 

 



 

Finally the construction on the rating depends on the industry and is averaged after weights. 

Specifically in regards to environmental and social pillars, key issue weights are rated for each 

GICS sub-industry in regards to its overall impact on the key issue itself and the time issue in 

which it is expected to happen. At the end of the year key issues and weighted are reassessed. 

In extreme cases there may be, after committee approval, company specific key issues to help 

evaluate firms with diversified business models.  

Following up the company is rated with an Industry-Adjusted Score (IAS), as it is calculated by 

the weighted average of the environmental and social pillars and the governance pillar and 

again normalized based on a database of evaluations. In this benchmark the lower and higher 

5% percentiles6 determine the highest and lowest ratings. The IAS is then attached to a rating 

ranging between (AAA) for the best and (CCC) for the worst score. The evaluation is purposely 

not absolute to be relevant to the industry associated peers. 

Letter Rating Leader/Laggard IAS to Letter Correspondence 

AAA Leader 8.571-10.0 

AA Leader 7.143-8.571 

A Average 5.714-7.143 

BBB Average 4.286-5.714 

BB Average 2.857-4.286 

B Laggard 1.429-2.857 

CCC Laggard 0.0-1.429 

 

The overall process can be easily summed up in the following diagram, which is property of the 

MSCI and not product of the writer. 

                                                           
6 As they were calculated in a range of approximately 9800 companies. 



Furthermore the data that MSCI used to 

build and maintain the model is gathered 

from the three following sources. 

i) Macro data at segment or geographic level 

from academic, government, NGO datasets 

(e.g. Transparency International, World 

Bank). 

ii) Company Disclosure (10-K, sustainability 

reports, annual reports, etc.) 

iii) Government Databases, 3400+ media 

and third party stakeholder sources 

regarding specific companies. 

 

 

 

1.3 Stakeholders vs Shareholders point of view 

1.3.1 Stakeholders point of view 

Who is credited as an actual or potential stakeholder is considered a matter for debate. 

Exemplary besides person other legal entities, or not, such as neighborhoods, institutions, 

society and the environment are eligible to qualify as such. While there are many definitions on 

what is a stakeholder there is none that is “all inclusive”. The basis of the theory is that every 

decision management (at any level) makes; one way or the other impacts its surroundings 

(who-whatever that may be). As a result the aforementioned need to be mindful of the 

aftereffects of its employed strategy. The main point of view of the stakeholder theory is the 

commonly shared belief that, sustainable, growth should come through reinventing profits. And 

while the statement is only vaguely tied to ESG factors, sustainable finance strongly correlates 

with responsible investing. Stakeholder theory has evolved from a corporate-centric 

perspective into a more comprehensive research field which addresses business-society 

relations from various points of view (Steurer 2015). 

1.3.2 Shareholders point of view 

Symmetrically agency theory as (Priti Shokeen 2014) refers to as the shareholder theory 

suggests that the main objective of management is to maximize the shareholders’ value. 

Furthermore the theory argues that responsible investing will come to materialize by sharing 

dividends, which in turn will attract more investors. The argument concedes that the ultimate 

owners of the company are the stakeholders and hence any opportunity to increase their value 



should be exploited. Analytically every shareholders works under the assumption that all assets 

are quantified under two metrics, dividends and share price. 

1.4 Conclusion 

After World War 2 it became abundantly clear that it is imperative to regulate companies in 

order to increase growth and contain what would be irreversible damage both to environment 

and societies alike. As such the United Nations took it upon themselves to compose and 

maintain a framework embedded in which the planet could demonstrate economic, 

environmental and humanitarian development. Aposteriori some decent attempts, an 

agreement was finally signed in Paris 2015 by almost everyone7 that cements some foundation 

towards this goal. To that end two main ideas were proposed to achieve sustainable growth. 

One theory suggest that reinvesting revenues will achieve the desirable goal while the other 

insists that attracting investors through responsible investing is the decent approach. 

 

Chapter 2 

2.1 Historic course 

In order to comprehend sustainable finance in its full capacity, it is imperative to review 

sustainable banking from its early development. The first banking systems could be traced back 

to ancient Greece, China and India where monetary transactions were usually held outside of 

temples. While these methods seem primitive today, it worth noting that there are still Islamic 

and other banks and other institutions whose loaning policies are heavily influenced by 

religious and other social pillars. Modern banking as it is perceived today can be traced back in 

middle ages in Italy. Mainly acting as liaisons those banks formulated ties between those who 

had and those who needed capital. As the law was not expanded to include banking at the time 

religious, ethics and other social factors were considered to determine an interest. It wasn’t up 

to 16 century where the bank Monte di Pieta proposed a somewhat modern set of principles to 

be adopted by its organization (William Sumner Sumner 2017). The banking business saw its 

first blooming during the 18 during the industrial revolution and later during the aftereffects of 

the world wars. It should be noted that the word aftereffects does not contain itself in war 

industry, but since a lot of economies were impacted local banks helped businesses to rebuild 

themselves. Thus a timeline of sustainable banking is formed as is shown by the diagram 

bellow. 

 

                                                           
7 except Syria and Nicaragua 



Modern investment banking as it is perceived today usually fully incorporates ESG factors. 

Analytically in the environmental pillar there is reduced carbon footprint and paper usage as 

well as by extension of responsible investing only mindful of the environment8 of potential 

clientele are being considered to accept the investment plan. Furthermore in regards to social 

pillar as it is considered unethical is most commonly discriminated or even lawfully challenging 

for any institution similar or closely revolved around banking, to be associated with “dirty” 

parties, engaging in actions commonly referred to as “money laundering” or financing allegedly 

dictatorships (Hoyle 1983). As such most organizations refrain from doing so. Finally for the 

governance of such institutions there is usually above average diversity in all almost all banking 

institutions and promotions are based mostly on skills and willingness to improve.  

As stated in introduction elements of the early CSR can be traced quite back in history. Yet it 

was back in 1930 that ownership disengaged itself from management. It was necessity that 

brought this change since industrial expansion attempts made it impossible for an owner to 

manage all his assets. A decade forward considerations were given to social responsibilities of 

the companies at that point it was not only about making money (Carroll 2008 pp24). However 

CSR started to crystalize in 1950. A lasting definition derived at that time for CSR (or SR as it was 

stated at the time) which would impact business society for the years to come: It (CSR) refers to 

the obligation of businessmen to pursue those policies, to make those decisions, or to follow 

those lines of action which desirable in terms of the objectives and values of our society (Bowen 

1953). Following this reasoning, we can deduct that economic viability (sustainable economy in 

modern terms) is employed by business for itself as well as the society. CSR was furthermore 

tied with explicit ethics and it would have the opposite (of what was argued) effect at the time. 

After the end of World War 2 it was clear that another engagement was improbable and 

ultimately terminal for the planet. In another words it was a great opportunity for economic 

colonization. As it was, an exponential industrial blooming needed regulations for if left 

unchecked it endangered more than the planet. While the risks for the environment were 

quickly observed, humanitarian virtues were laggard to be employed. In 1980 CSR was referred 

to as a process whose outcome impacts corporate strategies (Agudelo et al 2019 pp7). At that 

time the coarse social and legal incorporation of the business environment was probed to adapt 

to circumstances. The change itself was not easy since the current culture, both social and 

corporate, was reluctant to evolve. A trait quite common in history which also applies to this 

case is that communities, of any sort, are resistant to change. Hesitation is more common in 

business since any deviation from the current course makes changes to the current economic 

league (both low and high) more probable. It was then that the influence of the stakeholders 

started exerting substantial pressure to the business community. Modern sustainable 

development as it is perceived today can be traced at that time (World Commission on 

Environment and Development 1987). The primitive policy used to diffuse corporate binds 

directly leads to the current ESG trinity (Elkington 1994). The movement came fast in the 1990s 
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as ESG was quickly adopted in portfolio management. The equity market for instance did (and 

still does) closely tie ESG to responsible investment 

(https://www.cfainstitute.org/en/research/esg-investing) which in turn is bound to 

sustainable investment for obvious reason. Modern sustainable investing started to formulate 

at the time. That is the monitoring of potential investments for the purpose of excluding any 

extremely deviant from ESG norms (in relation to their relative peers).  

2.2 Separate Analysis of E S G and correlations between them 

Since it is already stated that environmental, social and or governance considerations were not 

compiled at the same time or given the same scrutiny there is value in examining each and one 

separately along with correlations between them.  

The impact on the environment was the first to trouble the world, when it was forced to 

reevaluate its stance towards the implications that came along with globalization. Before 1972, 

that is the Stockholm conference, little to no leverage had the relative organizations within the 

United Nations consequently the organization itself had minimal impact in environmental 

matters. The regulation of constriction on natural resources of the Food and Agricultural 

Organization (FAO), out shadowed any environmental focus (a gesture that most historians 

characterize reasonable, but incomplete at the time). The Educational, Social and Cultural 

Organization (UNESCO) assisted in cementing the International Union for the Conservation of 

Natura (IUCN) in 1948, an initiative with governmental and otherwise guidelines. By the latter’s 

recommendation the World Wildlife Fund (WWF) was formed in 1961 for fundraising purposes; 

which would help other activities who predate the Stockholm conference.9 The Stockholm 

conference initiated a barrage of several NGOs creations which assisted in the formulation of 

regulations that framed, a what would be, an uncontrollable environmental behavior. It is this 

conference that led to the creation of the UN Environment Program (UNEP) station in Nairobi. 

Albeit small the initiative was proven occasionally quite formidable. Furthermore two inquiries 

(open for debate up to date) were introduced: government resistant over overriding policies in 

terms to utilization of national resources and heated disagreements in development over 

environment. In 1983 were made the first attempts to combat deforestation mostly by NGOs 

encouraging nations to mandate forestry agriculture. By 1992 (when the UN conference on 

Environment and Development took place) the NGOs participation in the globe with regards to 

environmental benevolence was by all accounts immense. Forward to 1997 the Kyoto protocol, 

later to be expanded in 2012 in Qatar, restrained emissions by those who signed it to follow 

later in 2015 (accord de Paris). 

In contrast to financial reporting, which albeit not completely accurate yet lawfully bound to 

disclose some information one way or another, companies in general do not impart with social 

information regarding their operations, unless ordered by court or lawful circumstance dictates 
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otherwise. It should be noted that the extreme localization of cultural policies makes it 

impossible to summarize corporate social behavior in a paragraph as such the analysis will be 

abstract for the shake of completion.10 A prudent example of this would be the American civil 

war implications (north versus south) or the Indian civil system. A common denominator would 

be the year 1970 where the first gathering intelligence organizations for CRS can be traced 

(Friede et al 2015) While business necessitated some of those changes, intellectual growth 

inspired others. This is why social evaluation usually takes into consideration in the addition to 

relative to the peer industries the geographical location of the facilities itself. It should be noted 

that this sector also enjoyed a substantial growth. Many companies opt for multicultural 

diversity where in some cases they are even obliged to do employ similar strategies11. In fact it 

is improbable to earn a high ESG rating without taking into consideration national equality, 

women administration percentage over men or integration of local culture.  

Much like social policies governmental ones heavily depend on localization. Quite indifferently 

as above mentioned since it is impossible to compare multicultural politics and extract a 

catholically unbiased rating the governance pillar is evaluating by deducting penalty points. 

Historically there are few milestones worth mentioning in corporate governance, starting from 

industrial revolution where companies maintained the same hierarchical supervisory system. It 

should be noted that some places that used to only be achievable by nepotism have now been 

awarded through persistence, skill and ability to improve oneself. An exemplary example would 

be board diversity and ownership and control. In terms of accounting the IASB does expect 

some form information disclosure but it is argued that there is room for improvement. 

Corporate behavior on the other hand has been thoroughly scrutinized. Commercial and 

international law, explicitly restrain anti-competitive strategies and demand tax transparency 

(though arguably there is room for improvement). And while ethical discussions are underway 

corporate behavior has evolved a lot since the 1950s when there were little to almost none 

existing legal frames. 

Not only the separate ESG factors impact the world but they also influence each other. Some 

more than others, however the bonds are worth mentioning. 

The most clear of them is the relationship between the governance and environment. How 

corporate behavior affects the environment is in most places regulated by law, which not only 

demand minimum impact but as of 201512 expect the enhancement of the polluting processes. 

It is also notable that this bind is bidirectional. A lot of businesses elect to build their facilities 

on specific geographic locations.13  
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Yet another bidirectional relationship stands between the social and governance pillar. Besides 

legal frames that demand a certain comply (national events, etc.); a plethora of published 

researches argue that aligning with the local customs further improves production and 

efficiency of the working force. Inversely some companies promote locally specific events in an 

attempt to enhance the cultural environment.14 In contrast to the previous two instances not 

much exist between the environmental and social pillar, albeit existent none the less. Social 

structure does impact the environment differently subject to localization and cultural wealth.  

2.3 Analysis of the most recent ESG agreements and trends 

This chapter will start by analyzing the later conference of parties (cop). For the purpose of 

completeness this document will cover back to cop21 (accord de Paris) up to date cop27 which 

was held in Egypt the November of 2022.  

The so called Paris agreement was mainly proposed to reduce global warming. Specifically it is 

signed that global average temperature will be held below 2 degrees Celsius15 and if possible 

limit the increment to 1.5 in recognition that it would contain the environmental implications. 

Furthermore the adaptability in regards to the adverse impact of climate and foster climate 

resilience and other pollutant risks are not to interfere with food production. Lastly all signed 

parties recognized agreed that finance flow will be parallel to a course tied to low greenhouse 

gas emissions16. Macro-environmentally it is stated that it will attempt to achieve a “climate 

neutral” world by mid-century. It mentioned in this analysis as a landmark since it was the first 

successful modern global attempt to bind nations to undertake friendlier to environment paths. 

Further scrutiny reveals that the implementations demands economic and social 

transformation involved on the at the time best available science. A five year time frame (that is 

2020) requires parties to submit schedules for climate action otherwise noted as nationally 

determined contributions (NDCs). These plan are to include favorable environmental actions as 

well as schematics for adapting to the impending changes. Optionally the agreeing parties may 

include macro-environmental actions to combat greenhouse gas emissions. The Paris 

agreements strengthen its appeal for compliance by establish an economic framework to 

advocate less monetary evolved countries. This is logical because macro-environmental and 

otherwise benevolent to the environment long term changes require macro-economic planning 

and therefore the need to establish relevant frameworks. Lastly to observe the progress of the 

aforementioned proposal starting by 2024 all agreeing parties are bound to report 

transparently on implemented measures and support weather provided or received. It should 

be noted that albeit heavily debated the agreement made way for neutral-carbon solutions and 

made zero-carbon ones more appealing. 

                                                           
14 See for instance bring your child to work day.  

15 above pre-industrial levels 
16 In recognition that the parties themselves may be affected by the impacts of actions taken in response to the climate change besides the 

effects themselves 



The 22 conference of parties (COP22) was held in Marrakech of Morocco in November 2016 

and mostly server as the first session after the implementation on the Paris agreement, though 

decisions were proposed and elected. In fact 35 decisions were adopted, albeit most of them 

regarded the accord de Paris implementation, specifically the domains around transparency 

and accountability. Furthermore the session included a what is considered typical for similar 

occasions reaffirmation and commitment to the Paris agreement which was in return cemented 

by the grouped declaration of 48 developing countries to construct a 100% renewable energy 

network by 2030-2050. On top of that Germany, Mexico and Canada (with the latter having 

only agreed to the Paris agreement and not abiding to previous protocols) vowing attempts to 

decarbonize their economies by mid-century. It worth mentioning that the majority of the 

parties casted doubts on US on Obama’s administration proposal for decarbonization with 

impending elections due to arrive. 

Forward a year COP23 took place in Bonn with a promise of a technical approach to the agreed 

points. Notably Syria entered the agreement and US declared its intention to withdraw, at the 

moment Trumps administration, from the Paris agreement. A statement that would later come 

embedded into reality.17 It is also the first time that controversies among parties especially 

developing versus developed countries are starting to escalate. The conflicts themselves 

surround controversial topics as well as damage control. Furthermore financial flows18 has 

become a problem. That is because not to anyone’s surprise the pledge to raise 100$ per 

annum was only achieved by 10% and demanding of more transparent reported was perceived 

as a threat by developing countries. Weather the conference was deemed as a success is a 

matter for debate. 

The COP24 was held in Katowice Poland on December of 2018. It began by stating that the goal 

for the agreed 1.5 degrees was in peril to fail unless drastic measures were to be employed. The 

specified national determined contributions were placed under heavy scrutiny in order to 

lessen the chasm between developed and developing countries. Furthermore a framework for 

reporting standards was establish along with a committee to determine whether parties 

deviate from their set objectives. However this conference’s attempts to regulate international 

cooperation between national pledges was deemed a failure. Lastly a rather arrogant vote was 

delegated to reach a net-zero global emissions by 2050, based on the fact that at the beginning 

of the conference there was acknowledgement of probable deviation on the targets based. 

In 2019 the conference of parties was held in Madrid. It is worth noting that it is the first 

modern COP that considers official social factors specifically a gender-action plan to assist 

cementing climate action and finance. On the other hand the COP25 failed to establish a 

funding mechanism for damage and loss and had to resort in formulating a think tank to advice 

on the issue. The arguably expected rollback had to resort in confining the target carbon 
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emission to the COP23 standard.19 At this point only the EU seemed relatively motivated to 

achieve the cause, a fact further strengthened by the announcement of the European Green 

Deal. Finally in response to the failure to reach an agreement diplomacy argued that “no 

agreement is better than an agreement with loopholes”. 

Originally planned to be held in Bonn in 2020 COP26 was forced to reschedule due to pandemic 

and finally took place in Glasgow in 2021. Finally after strenuous and lengthy negotiations a 

rulebook for the Paris agreement was established. Confidence emerged by many said and the 

chance to achieve a plethora of set goals was finally possible. The set rulebook and the 

immense progress towards establishing technical issues made possible the emergence of 

several commitments some of them multinational. The conference was deemed a huge success 

so much so that several optimistic parties argued that even the 1.5 goal was now within reach.  

The COP27 was held in Sharm el-Sheikh Egypt and was mostly focused on loss and damage 

control though concerns were raised on food provisions. Although fossil fuel phase down was 

not included in the final texts, the conference itself was deemed as a success globally. Partly 

because of the 12year decarbonization plan and several financial control programs like the 

Global Shield against Climate Risks initiative and the Breakthrough Agenda. Furthermore there 

were talks about future loss and potential damage and a sizeable portion of the funding was 

transferred to sustainable finance under the form of priority healthy loans. Many opportunities 

were seized towards a greener development the outcome of which would hopefully align with 

the accord de Paris towards achieving the set goals. 

2.4 Third party opinion analysis 

It is clear by now that several parties have already adopted the concept of sustainable finance 

as well as they embraced the concept of ESG firmly believing it to be the modern path of the 

business world. Such parties include but are not limited MSCI (Morgan Stanley Capital 

International), J.P. Morgan, Goldman Sachs and other titans of the modern investing world. The 

economic media community (and by extension the general media community) also seems keen 

on promoting the particular “trend” as not only a solution to the current predicament that 

unchecked pollution brought, but also as an opportunity to promote humanitarian rights and   

help organizations refine their governing policies. However arguing that the aforementioned 

promote the concept of sustainable finance does not conclude that companies embrace it as 

well. Besides those whose business is by definition opposed to sustainable finance and ESG, a 

prudent example would be the oil industry, there also those who do not believe in the concept 

of ESG at all, weather it has a negative impact on their portfolio or do not embrace the 

stakeholder holder theory at all or even both. In the following paragraphs opinions on 

sustainable finance and ESG will be scrutinized.  
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Before the analysis unfolds the reader may dwell on academic papers on the matter. Therefore 

several meta-analytic papers will be referenced to provide results of a plethora of descriptive 

statistics on the matter. Those papers aren’t a product of this authors papers and therefore the 

hypothesis testing they may deduct are subject to the respective author’s opinion. In fact out of 

the collective of a total of fifteen meta-analytic articles, that is articles or master thesis that 

used descriptive statistics on other research publications only one was of the opinion that 

sustainable growth does not appear to be tied 20 in relation to increased revenues. The rest of 

the articles showed a positive connection between the later. In conclusion both the media 

academia and modern business world concede that besides responsibility lies a margin in 

profit21. 

 

It should be noted that localization22 and culture play in important role in the industrial 

community therefore it may seem unreasonable to a certain extend comparing different values 

in different ages however as circumstance demand this thesis is to allow certain deviations at 

this specific point in order present third party opinions intact.  

While the theory itself it is not only about leverage and corporate control the behavior of the 

majority of shareholders suggests wealth maximization by requesting profit share instead of 

reinvent and or mergers. In truth shareholder advocates are minimized by social media and 

investing-banking institutions. Yet however few though there are advocates. 

Further evidence of the acceptance and endorsement of the sustainable finance will be 

provided by world-wide increments in SCR for the time period 2009-2019 by charts (source: 

https://sustainableinvest.com/sustainable-investing-decade/). 
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It these charts clearly demonstrate the adaptability of the market to adopt sustainable finance 

practices and the will to do so in an elegant way. 



Chapter 3 

3.1 Stock market analysis 

During the past decade, arguably even before, stock market has seen increment in sustainable 

investing, investments like green bonds and ETFs, based on “green” indexes have enjoyed an 

undeniable blooming. It should be noted that while for some companies CSR presented a 

business opportunity there were some endorsed with forced roads increased costs and 

manage, an otherwise avoidable barrage of, risks. For instance the 2014 Volkswagen scandal23 

impacted their stock price by 18% is a prudent evidence of the consequences that 

environmental frameworks are vast and dangerous towards a company’s financial 

performance, in this case through compliance and harmed reputation. On a theoretical level 

higher stock returns are tied to a decent management of ESG factors. The argument is that 

external investors view the companies as recalibratable entities, which in return should manage 

themselves with consideration for the image and all stakeholders. Meaning that implemented 

ESG strategies act as a proxy for financial welfare. It is the authors’ of this paper opinion that 

from the accumulated research in the past decades the tipping point of the academic 

publishing lies between the inability to structure a uniformal ESG rating system and the deficit 

of reported data, firm attitude and risk exposure. The stock market analysis will begin by review 

analysis reports on European firms from the index Euro Stoxx 50. The reason behind this choice 

lies with the fact that Eurostoxx50 is considered by many a “blue chip” in the European 

investing stock market.  

Analytically eurostoxx50 index is a market capitalization weighted stock index formulated to 

represent the 50 largest companies in the Eurozone. The index maintains stocks from a 

collective of 9 Eurozone countries: Belgium, Finland, France, Germany, Ireland, Italy, 

Luxembourg, the Netherlands and Spain. Compartments are selected from the EURO STOXX 

index including both large, medium and small stocks in the Eurozone.24 Following a collective of 

5 publications will be analyzed in attempt to determine whether SRI is tied to increased returns.  

(Morea et al 2022) argue that ESG profiles are connected to higher stock performance. It should 

be mentioned that the way in which there is relevance is by assuming that ESG awareness on 

the private sector demands that the concept of circular economies is somehow tied to the “E” 

factor and therefore is of benevolent relevance to ESG scores. 

(Mango et al 2020) claim recent findings suggested that highly rated in terms of ESG score 

reported lower volatility and higher excess returns. However the specific article contradicts the 

previous evidence. 
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(Bertelli and Torricelli 2022) support that under heavy data scrutiny the leaders of the ESG 

ratings merit investors who elect to adopt ESG investing strategies. There is also a very 

important, albeit logical and expected observation regarding the dynamics of the Sharpe ratio 

of ESG portfolios. 

(Gardenier et al 2021) who attempt to evaluate whether risk-adjusted sustainable portfolios 

generate higher returns of their conventional counterparts, by reference of the Sharpe ratio 

and the use of descriptive statistics; argue that ESG portfolios yield superior risk-adjusted 

returns. 

(Plataniotis et al 2021), support some of the above claims defending the lately popular opinion 

that it pays to be good. 

In conclusion most of the articles argue that it is worth investing in ESG in European area. This 

result is somewhat expected since Europe is considered by many a stakeholder zone, therefore 

careful and uniformal consideration is by definition more vibrant in those portfolios.25 

Moving to the American continent 5 opinions regarding returns of ESG investing will be 

presented in the SP50026.  

(Μαυρίδης 2021) proposes that after several portfolio analysis, using the Capital Asset Pricing 

Model (CAMP) or the Fama-French Three Factor Model (FF3FM) the cases with superior ESG 

ratings outperformed their counterparts.  

(Charlotte Breitz, Per Jonas Partapuoli 2020) suggest mean-variant investors should opt for 

stocks with lower ESG rating. Furthermore the same paper pleads that high rated ESG portfolios 

cannot outmatch the market. 

(Doshi and Deepak 2019) came up with mixing results. On the positive side a regression 

between the ESG score and other factors came positive for Free cash flow, earnings per share 

and market capitalization yet it was not aligned with return of assets, Tobin’s Q and weighted 

average cost of capital per firm. 

(Eriksson et al 2019) failed to discover by the elected study methods endorsed any ESG related 

financial performance over time. It should be mentioned that the study hypothesis measures 

ESG performance and firm value by Tobin’s Q index.27  

(Ademi and Klungseth 2022) argue very strong results tied between ESG and financial 

performance. In fact it makes claims about better relative financial performance even in crisis 
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times with paradigms presented from the covid-19 pandemic. Furthermore it argues that ESG 

(and relevant non-financial) disclosure has also positives effects for the firms. 

For the third and final part of the stock market analysis the author opted for 5 study cases for 

the Nikkei stock exchange and the ASEAN area. In truth the Shanghai stock market is quite 

larger by capitalization however the afore mentioned stock exchange holds 225 “blue chips” 

therefore in regards to scrutinizing best cases scenarios it is elegantly more suited and thus 

preferred, however for the shake of completion some papers generally expand to the ASEAN28 

zone. 

(Kazakakou Powaski et al 2021), composed a fixed model regression between ESG and Nikkei 

returns which argues a positive relation. Furthermore a portfolio they created for the purpose 

of scrutinizing return-risk relationship between companies without and with ESG had positive 

returns. It should be noted that the portfolio underperformed the benchmark. 

(Giron and Fajarito 2021) published contradictory results suggesting that Japan has not yet 

acknowledged the consequences of ESG initiatives and disclosure to their respected credit 

evaluation. The specific thesis also emphasizes the importance of localization since although 

Japans reporting law-frames are considerable the metrics of ESG credit performance are heavily 

influenced not only by the firm’s actions but by financial institutions. They are also highly 

impacted by nature due other strategies, one need only see keiretsu networks.29  

(Author and Kuang 2022) claim both the relationships between foreign ownership and financial 

performance and managerial ownership and financial performance are U-shaped that means 

that middle scores are below linear while both low and high are above. In regards to 

institutional ownership effects on ESG however the relationship (calculated by regression) is 

both positive and linear.  

(Okimoto and Takaoka 2023) examine ESG performance in corporate bond credit spreads. The 

analysis utilizing the bottom-up approach indicates that ESG performance decreases the credit 

spreads, also the increase of ESG performance is tied with the recognition of the importance of 

ESG independently in all pillars. It is worth noted that corporate bond credit spread is deemed 

to indicate default risk of the bond issuing firms. 

(Korwatanasakul and Majoe 2021) argue that ESG firms (as the study defines the firms who take 

into consideration ESG parameters) show in general higher profitability. A stronger claim is also 

made according to which ESG investing the ASEAN helps lower costs and boost revenue. 

However there is a lack of framework regarding ESG investing in the ASEAN area. 

In conclusion most papers generally argue that ESG investing is tied with higher profits and 

revenues. So this paper as a critic of analytic and meta-analytic papers also argues that ESG is in 
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most cases aligned with higher profits. It should be noted that in a plethora of the reviewed 

papers the link between ESG investing and profitability, revenues and-or other financial figures 

is week however real. This result is to be expected not only some markets are volatile but all of 

them are laggard to adapt to changes, which means that immense aftereffects of ESG investing 

(benevolent or otherwise) have yet to manifest themselves. 

3.2 Best cases scenario 

In this paragraph companies that achieved the most in sustainable finance and far best in ESG 

test will be displayed. This paper was initiated by analyzing the MSCI rating method in order to 

give insight to how an ESG score may be deduced. In this part however the author believes it is 

out of the scope of this paper to rate companies and therefore third party ratings will be 

employed to be scrutinized.30 Furthermore to provide an answer to the question does it pay to 

be good a five year ESG score as it was calculated by MSCI31 will be cross referenced with RoE, 

stock price and gross profit. 

The Coca-Cola Company is a multinational corporation that produces beverages founded in 

1892 mostly known for its production of the Coca Cola. The company does produce and 

distributes a concentrated juice that when mixed with water produces the final product. The 

company itself albeit opted to not affiliate with the drink oversees very closely the original 

product distribution and generally does not allow third parties to handle logistics. This is why 

and this is a major issue for the company the final products taste is subject to regional 

constrains, since the drinkable water does not taste the same all over the world.  

Historically the drink was originally distributed as medicine for the stomach and was bottled on 

demand at a local pharmacy in America. After a limited funded promotion a company was 

finally created in Atlanta in 1892. By 1948 the company dominated 60% of the markets share 

which was due fall to 22% against hard pressed competitors. After a series of an arguably 

successful strategy of buying and selling enterprises (notably selling Columbia Pictures to Sony 

for 3$ billion in 1989) the company managed to purchase most of its overseas counterpart 

competitors. Until 2020 after a lengthy takeover battle Coca-Cola Company has established 

itself as the dominant carbonated product in the global markets. While there is margin for 

competition and it is leveraged adequately the company has clearly the better portion of the 

market. 

Financial Analysis 

In regards to competition the only comparison that to the author’s view holds ground against 

Pepsi Co therefore an analysis will be made on the aforementioned companies. The analysis will 

initiate by stating that Coca Cola is a company where Pepsi Co is incorporated (that means 
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limited liability and shareholder are not responsible neither for the actions of the company nor 

anything beyond than the invested capital). Furthermore unlike competition Coca Cola elects 

not to bottle (there is however a company that bottles named Coca Cola Consolidated) but in 

general the company delivers its product to be bottled remotely and by closely monitored third 

party companies. 

Coca-Cola Co and Coca-Cola Consolidated stock price 

 

All though there is no comparison here, it is an indication of well fares the official bottling 

company (this is an ltd organization) against the original manufactor. 

Coca-Cola Co versus PepsiCo Inc. stock price 

 

While Coca Cola is bigger than Pepsi Co both in terms of capitalization and market share it is 

clear that there is a difference between the two companies in the stock market.  

 



Coca-Cola Co on NYSE Composite 

 

A noteworthy historic reference is that the legislation for the incorporated companies was 

proposed in New York in 1811. Where one could simply go the town hall and with a relative 

simple for the time process could make a company responsible only for its initial capital. In 

response to this action Massachusetts (in the south, it is important since we are behind 1864 

and there was tension which eventually led to a civil war in 1861) comprised a law that made 

the shareholders fully accountable for their company’s actions. That eventually led to New York 

being the financial center of America due to its concentration in investing capital. 

 

Here a chart of return on equity with market volatility (measured by beta) are compared. In 

mid-2021 a rising beta is observed that follows a rise on return on equity that could probably be 

a gamble that paid off. 

 

Coca-Cola Co Beta versus RoE 



 

Following up gross profit is cross referenced with return on assets in an attempt to evaluate to 

what extend the company takes advantage of its current assets. As it is clear there is a gap in 

2019 which (besides obvious reasons to attribute to) there is a huge margin to take advantage 

on companies assets.  

 

Coca-Cola Co RoA versus Gross Profit 

 

Sustainability Analysis 

The results here are copied from the company’s latest sustainability report on 2021. For the 

environment there are several points that the company takes advantage and according to their 

opinion they see fit to return. The company claims that 167% of water used in their finished 



beverages is returned to nature and communities and they have provided drinkable water and 

sanitation to more than 18.5 million people since 2010. A rather bold claim was also made to 

make 100% of the packaging recyclable by 2025 and use at least 50% of recycled material by 

2030. Further claims were made to reduce virgin plastic (that is any and all source of polyester 

extracted from the environment) by a collective of 3 metric tons by 2025 and collect and 

recycle a bottle per/unit sold by 2030. The company also pledged to reduce greenhouse gas 

emissions by 25% and are hopeful to achieve net zero carbon footprint by 2050. Finally the 

board opted to partner with more sustainable agricultural parties, marking a collective of 58% 

of their total ingredients subject to sustainable methods and demanded sustainable principles 

by their bottlers. 

While not related to environment but to public health the company also claims that average 

sugar per 100ml declined (as measured by sales) and unit case volume grew with the exception 

of 2020 adverse results which allegedly are due to pandemic. In the same topic 28% of their 

final volume sold was low or no calorie beverages. 

In regards to social policies coca cola was nominated twice. Once by Bloomberg 2021 Gender-

Equality index and once Disability Equality Index marking the company as a leader in diversity 

equity and inclusion. In fact only 14.8% of their people are white and more of them African 

American with the majority being Hispanic.  

In regards to governance the coca cola company runs day to day business in accordance to this 

chart. 

ESG Governance Coca-Cola Co 



 

And according to the financial highlights of the company their revenue grew even while they 

invested more in ESG policies. 

 

Finally to sum up the ESG reporting of the company follows a figure of relative collective 

numbers.  

 

 

 

 

 



 

In regards to the question does it pay to be good below are provided descriptive statistics. The 

data was gathered by MSCI (https://www.msci.com/our-solutions/esg-investing) and 

Macrotrends (https://www.macrotrends.net/).  

 

 

                    Coca-Cola ESG  

In the past 5 years the Coca-Cola co has made 

advancements towards improving its ESG score even 

under the pressure of global events such as covid19 and 

the Ukrainian conflict. 

 

                    Coca-Cola ESG Pivot Table 

 
 

Linear Regression Coca-Cola ESG Score with RoE 
 

https://www.msci.com/our-solutions/esg-investing
https://www.macrotrends.net/


 
 

Linear Regression Coca-Cola ESG Score with Stock Price 

 

 

Linear Regression Coca-Cola ESG Score with Gross Profit 



 

 

Linear Regression Coca-Cola ESG Score with the Collective Data32 

 

                                                           
32 While much information is forfeit by combining the collective economic data into an “all inclusive” linear regression. An overall model is 

formulated in the name abundancy. 



In the case of Coca-Cola it appears that there is a strong connection between ESG and financial 

performance. In fact in this case changes in RoE are strongly tied to the ESG score with a rather 

high statistical significance. 

Intel Corporation is a multinational of American interests (headquarters are in Santa Clara, 

California) that produces semiconductor chips. The aforementioned product is a basic material 

for companies like Acer, Lenovo, Xiaomi and other major tech manufacturing giants. The 

company itself was founded on 1968 and is credited a major impact in the creation and current 

league of Silicon Valley. In fact integrated microchips and circuit boards were made worldwide 

famous because of this company (until then cables used to run from one place to another). The 

major stepping stone in expanding business was the creation of the personal computer (PC). At 

the time forecasting a blooming in the business Intel heavily invested in the industry. A rather 

aggressive at the time competitive strategy forced almost all competition to abandon the 

industry (except for AMD), since all architectonic structure (both x86 and x64 systems) are 

locked behind patents (in theory it is possible to make another system however since both 

hardware and software need to be “invented” and augmented to the point of consumer 

friendly status, both of which require excessive funding and state of the art facilities, it is 

considered impossible to compete against the two giants). Before exploring financial figures it 

should be noted that Intel and AMD have three possible markets against they compete. The 

first being federal contracts, where the government is outsourcing projects to private sector. 

For this part Intel had chronically advantage over AMD. Following up comes the business 

market. Private companies in need for industrial microprocessors and other electronics. For the 

better of the last decade Intel also dominated the market (there were exceptions). While Intel 

has proven time after its dominance on B2B transaction it is worth noting that AMD offered 

lesser affordable solutions to small businesses in need of computing services. Finally is the 

consumer market with the biggest idiosyncratic revenues and the giants going head to head (to 

clarify both industries were forced several times to launch a consumer option early due to high 

competition for fear of losing market share) offering solutions (mostly to the gaming industry) 

that have different compelling points, with AMD lately on top offering the most value for 

money solutions.33  

Financial Analysis 

As stated before the only comparison that makes any is with AMD. While AMD also opt for 

graphic processing units (GPUs) and there is another tech giant that produces directly GPUs 

namely NVDIA the latter does not have a license to produce processors but only graphic cards. 

Hence the comparison will be made between only Intel and AMD. 

 

                                                           
33 The term micro-processor refers mostly to central processing units CPU, however it may or may not include (depending on the fiscal year) 

storage systems, GPUs, artificial intelligence systems and memory solutions. 



Intel stock price 

 

 

 

 

 

 

 

AMD stock price 

 

Direct competition symmetrically enjoyed a steep boost in last 5 years due to their value for 

money products to consumer markets. 

 

 



 

 

 

 

Intel Beta versus RoA 

 

The lack of inversity on first years of the chart is that due to pandemic lockdowns a lot of 

people opted for electronic leisure and although there was volatility at the market the supply 

outmatched the demand to the point of not having enough sand to produce silicon for the 

chips. 

Intel RoE versus Gross Profit 



 

The aforementioned decline is very obvious here as well. 

 

Intel versus AMD 

 

Finally as it is depicted in the above chart competition fares well against Intel enjoying a fair 

advantage across the charts. 

Before proceeding to the sustainability analysis it worth noting that tech market is extremely 

volatile and subject to technological invention that may disrupt the market “overnight”. 

Sustainability Analysis 

In terms of ESG Intel has been a protagonist in the matter for several years. For the 

environment Intel promises a neutral carbon computing environment and demands rather high 



sustainability goals from their partners. Their headquarters announced a 2% greenhouse gas 

emission reduction in 2021 and a reduced consumption of kWh of the magnum of 162 million. 

Furthermore the company conserved 9.3 billion gallons of water worldwide. The company also 

implemented circular economy and advanced recycling for radioactive material. In terms of 

social responsibility Intel is an all-inclusive company hosting a multi diverse company, which is 

harder than it may seem because although the company is eager to provide equal chances to all 

personnel, most of the workforce requires access to higher education which is something that 

is not available to all their facility locations (see the factor in Saudi Arab for instance). They are 

also proud to have announced more than 848,000 hours of local communities services time 

donated by their employees. Their supplier diversity program reached a net budget of 1.4 

billion. All in all their efforts towards ESG are intensive enough to have awarded them several 

recognitions and awards as they proudly announce. 



 

                                   Intel ESG 

Intel fares relatively well on ESG and according to 

Stanley Morgan did a better a job in managing its 

behavior to itself and the environment. Below the 

regression will examine whether this behavior is 

significantly tied with changes in economic 

revenues. 

 

 



                                                   Intel ESG Pivot Table 

 

 

Linear Regression Intel ESG Score with RoE 

 

 

 

 

 

 

 

 

 

 

 



Linear Regression Intel ESG Score with Stock Price 

 

 

Linear Regression Intel ESG Score with Gross Profit 

 

 
Linear Regression Intel ESG Score with the Collective Data 



 
Albeit not strong there seems to be a correlation between ESG scores and financial 

performance. Specifically while there does not seem to exist any connection between ESG score 

and gross profit34; there exists a weak one between the ESG performance and stock price and a 

rather stronger with RoE. 

Mastercard is a company that was founded in 

1967 (at the time was called The Interbank Card 

Association). It should be noted that at the time 

Bank of America was just about unable to hide 

profits (a tactic employed to ward of 

competition). When the news reached the 

business world the number of credit cards 

introduced jumped from 10 (1960-1966) to 

over 440 (1966-1968). The new credit cards 

mostly banded collectively into regional 

bankcard associations. The logic behind this strategy lies in current legislations in accordance to 

which 16 states narrowed the capacity of banks to operate through branches, while 15 

demanded even more confining policies by 

demanding unit banking. While it is clear that 

the regional constrains limited the potential for 

expansion of banks associations allowed banks 

to tie their cards in a number of financial 

services and products. Thus the only profit for 

margin tactic was for a bank to join an 

association outsourcing back office task to the 

                                                           
34 A negative slope on the regression does not indicate that the adverse of the question is wrong, it does however 
suggest that the evidence under process do not support the claim. 



latter. This was also the only allowed portal to access trade networks (needed to incorporate 

B2C transactions). A series of events regarding competition lead in 1966 for several banks and 

bankcard associations to join forces as InterBankCard Inc. which soon became known as the 

Interbank Card Association listing over 150 members in 1967. The multivariable shareholder 

environmental forged the need for the known logo on a side of a card to indicate it is part of 

the organization while the rest of the branding was (and is still up to date) to the respectful 

stakeholder’s discretion. Notably as one of the few cases in finance that necessity did not 

inspire invention the Interbank Card Association allied with Eurocard in 1968 (it was not before 

that 1981 that SWAPS started taking place). In 1972 the Access card system for the United 

Kingdom joined the alliance. The Interbank card acquired its known name MasterCard in 1979. 

A rapid increase in the network came in 1985 when MasterCard deployed a network of 

automatic tellers (ATMs) in their service significantly reducing back office work while increasing 

the number of associated transactions. On 2006 the reorganizes as a collective of cooperative 

of banks placed an initial offering on NYSE selling 95.5 million shares at 39$ each. A notable 

green initiative was marked in 2021 when MasterCard created a calculator that allows 

consumers to estimate their contribution in carbon footprint and global warming.  

Financial Analysis 

Since comparison only holds ground when comparing similar firms the analysis will begin by 

comparing MasterCard to the “big 4” that is American Express, Visa and Discover. While there 

are other competitors namely PayPal or Capital One they are not exactly competing in the exact 

business, for instance Capital One is a bank, contrary to the somewhat popular opinion 

MasterCard is not bank itself; it only acts as a liaison between banking institutions and other 

businesses and consumers. 

MasterCard Inc. versus Visa Inc. 

 
 



Mastercard Inc versus American Express 

 

Even though MasterCard entered the market somewhat late (2006) it fares well against 

competition. It also closely follows the SP Global index suggesting a close tie to the market. 

 

MasterCard Inc. versus S&P Global 

 

To better understand the previous statement a five year chart of the collective companies will 

be presented. 



 

 

MasterCard Inc. versus competition 

 

 

MasterCard Inc. versus S&P Global 

 



In this chart MasterCard is obviously above the market almost all across the board suggesting 

successful tactics and idiosyncratic profit. 

 

MasterCard Inc. versus competition on S&P Global 

 

As expected liaisons for monetary transactions follow closely the markets imitating ups and 

downs since they are directly tied to the cash flow.  

 

Visa Inc. versus American Express versus Discover Financial 

 



In regards to the direct competition the leader is Visa following American Express and last 

comes Discover.  

 

MasterCard Inc. Beta versus RoE 

 

The latter chart shows beta cross referenced with ROE. The inverse graphs suggest a decent 

handling of assets on a stable markets where volatility shows how effectively the board 

responds in “uncharted waters”. 

 

MasterCard Inc. RoA versus Gross Profit 

 



Finally this chart depicts return on assets over gross profit over a five year period. To sum up 

the analysis it should be mentioned that besides the obvious pandemic dates in 2022 all 

companies complied with the current US sanctions to bar transactions in Russia. For 

MasterCard this accounted for 4% of their revenue. 

 

Sustainability analysis 

In regards to ESG reporting according to MasterCard sustainability report (of the year 2021 

most recent at the time) they believe in doing well be doing good further arguing that one ESG 

pillar should not prosper on the expense of another. The report unfolds by stating the 

company’s purpose and belief. The company has helped more than 675 million people connect 

to modern financial environment and has the rather ambitious claim that it will reach over a 

billion by end 2025. In an attempt to lessen the racial wealth and opportunity gap the company 

made multi-million dollar investment in minority owned startups and provided financial and 

STEM education. They also opted to diversify their recruiting and talent pipeline. Finally the 

company approved a program by which they funded more than 260 million in 143 organizations 

over 94 countries. 

On the environmental section of ESG they claimed a net-zero emissions by 2040, contributed 

through programs to restore 100 million trees and created a sustainability innovation lab to co-

create solutions towards sustainable commerce. One of the labs products is a calculator that 

allows people to approximate their purchases carbon footprint. 

On the social pillar MasterCard announced plans to equal pay parity and balance LGBTQ+, 

disability and accessibility inclusion. Flexibility on working schedules and remote access was 

established and launched an AI-based platform that supports their workforce’s career 

developments. 

Contributions towards the governance structure include the publishing of the cybersecurity 

principles that secure monetary transactions and linking compensation towards carbon 

neutrality, financial inclusion and gender pay parity. 

To sum up there are some collective figures representing the company’s growth. 



 

According to their sustainability report it does pay to be good and a large part of their growth is 

based on sustainable investing. 

                                            MasterCard ESG 

MasterCard achieved an average score 

for the most part of the 5 year period. As 

mentioned above the company decided 

to comply with US regulations restricting 

financial flows to Russia as retaliation for 

the ongoing hostilities. Business with 

Russia accounted for about 5% of the 

company’s total revenue at the time a 

fact that should be taken into 

consideration while reading the results 

of the regression. 

                                                                                                 MasterCard ESG Pivot Table 

 

Specifically the impact results in a RoE reduction which would in turn lessen the significance of 

the question that ties is to ESG score. 



                                                  

Linear Regression MasterCard ESG Score with RoE 

 

 

Linear Regression MasterCard ESG Score with Stock Price 

 



Linear Regression MasterCard ESG with Gross Profit 

 

 
Linear Regression MasterCard ESG Score with the Collective Data 

 

 

Albeit not directly visible just by looking and the numbers the graphs indicate a relationship 

between ESG scores financial performance. 

 



Microsoft is a firmware company founded in 1975 in the United States of America. While the 

company tried to expand in several industries (cell phones, gaming, search engines etc.) they 

are mostly known for their operating system and office software solutions. Microsoft had 

several competitors back in the 80s but dominated the market in collaboration with IBM 

creating a user friendly environment for the personal computer that IBM made at the time. Its 

only viable competition is consider apple who opposing Microsoft offers all-inclusive systems 

which although arguably friendlier to user35 are harder to maintain. Over the latter course of 

their history they have been neck to neck with the apple in a war for market domination. 

Besides that Microsoft also had several federal multi-million contracts with huge organizations 

such as N.A.S.A. and several other companies of the private sector. 

Financial Analysis 

While Microsoft has a diverse enough market this paper will only compare the company against 

Apple, since it the only other company that develops and maintains operating systems for 

personal computers that poses a direct threat to the company. There are however other 

competitors that directly influence the market such as google (being a leader in search engines 

and software for mobile devices).  

 

Microsoft stock price 

 

Apple Inc. stock price 

                                                           
35 While back in the days friendly software environments were in need since the integrated interface of the machines were designed to be 

used by scientists, now it is only a matter of preference. 



 

Microsoft versus Apple 

 

 

While the diagram reveals a somewhat even battle across the chart it was not always the case.  

 

 

Microsoft versus NASDAQ 



 

While the fluctuations resemble the market the idiosyncratic choice of investors is quite clear 

giving Microsoft quite an advantage in attracting investors and possibilities for growth without 

leverage. 

Microsoft Beta versus RoA 

 

Following the classic analysis there is a standard Beta chart cross referenced with the return on 

assets index. 

 

Microsoft RoE versus Gross Profit 



 

It is worth noting that while these charts indicate otherwise Microsoft was also affected by 

global events like the covid pandemic. Yet its trillion dollar value allowed for linier 

consequences.  

Sustainability Analysis 

Microsoft as a trillion dollar company prides itself on being on top of ESG going even as far as 

pledging for carbon negative plans (that is plans to remove more pollutant carbon from the 

environment than they emit. Furthermore they opt for zero waste policies to some data centers 

with plans for expansion and have even created databases worth of 24 petabytes (a petabyte is 

1.024 terabytes) in environmental analysis for both businesses and individuals to use. 

 



The company’s board even went as far as to disclose how they collect their ESG findings above 

and beyond the legal mandatory framework. 

 
In terms of social policies diversification and inclusion the company has transformed a what 

used to be a white male environment to a gender unbiased and multinational work force 

globally. 

                                              Microsoft ESG 

 

Microsoft excels in ESG scores 

according to Stanley Morgan who rates 

the company with AAA for five 

consecutive years. Unfortunately 

without any change in its rating, it is 

impossible to conduct linear regression 

and get any results whatsoever 

regarding ties between ESG and 

financial performance. Instead an 

empirical analysis will be made by 

scrutinizing the available data. 

                                                                                                     Microsoft ESG Pivot Table 



 

 

 

 

 

Starting with RoE a non-linear increment is observed which raises the index sharply the first 

fiscal year and then immediately smooths out indicating an average increment of 2.5 per year. 

Albeit not directly visible a pattern here exists between the later index and an increase in the 

SRIs and the capital that the company spend over the last five years in recycling, becoming 

“greener” and other environmental factors. In regards to the stock price the analysis is not so 

simple since there does not appear an immediate pattern between its fluctuations and the 

company’s SRIs. Therefore in addition with the lack of a modeled correlation the author 

concludes that there are not any obvious ties between ESG score and the stock price. The 

previous argument applies to gross profit as well since there is a clear increment in the annual 

gross profit with the increment itself increasing every year. 

To summarize the analysis in every company selected there is a positive relationship between 

return on equity and their ESG rating while only one of them failed to show any statistical 

significance in the question whether ESG performance affects stock price. Furthermore another 

company also did not manage to indicate any correlation between ESG score and gross profit.  

However for the most part the questions whether ESG ratings are bonded with RoE, stock price 

and gross profit came back positive verifying the saying “it pays to be good”. 

Chapter 4 

4.1 Summary 

The paper started by giving a brief a historical reference on sustainable finance. The thesis then 

proceeded to scrutinize the categories of ESG as well as analyze the methodology under which 

Stanley Morgan elected to classify and quantify in order to rate most of the companies in the 

world. The introduction is completed by presenting stakeholder versus shareholder theory 

enlisting advocating opinions of both sides. The first chapter initiates by presenting an analysis 

on sustainable finance demonstrating a rather laggard, still under progress, initiative for the 

world to realize and most importantly legislate, the necessary framework to hopefully achieve 

pre industrial level temperatures globally, advance financial structure of underdeveloped 

countries, promote SRIs and the governing framework of the companies.36 The impact of ESG 

on past industry introduced a transition of current opinions, presented by recent articles and 

books. Finally the chapter ends by providing a compartmentalized analysis of the ESG, along 

                                                           
36 Subject to localization, ethics and culture of the region.  



with correlations between them. A brief analysis of the stock market is followed by a five year 

scrutiny of some leaders in their industry sector. The paper uses simple linear regression to tie 

ESG score with some financial figures including RoE and stock price returning mostly a positive 

answer to the question whether there is a connection between ESG and financial performance. 

Therefore this paper concludes that there is a positive economic impact of ESG in firms.  

4.2 Limitations 

The MSCI rating method is to the author’s opinion the most complete and sophisticated 

method in evaluating ESG in firms taking into account a plethora of parameters even going as 

far as classifying the industry to compartmentalized various business sectors. However it is 

quite difficult to create an accurate rating system. It suffices to imagine that factor like 

multicultural diversity cannot be universally graded.37 This is also a reason why the index rates 

between AAA and CCC, a seven scale unit. Furthermore universal factors in need of immediate 

refinement like frameworks proposed by UN regarding emissions, are historically laggard in 

been conceived, proposed and implemented; with little to no monitoring embedded. While it is 

understandable that not all parties not being ready to exit the carbon revolution, with some 

countries not having entered it yet, the now problem of the global warming is dire along with 

its aftereffects, which are increasingly blooming.  

4.3 Future Research 

The economic impact of ESG is subject worth studying since its macroeconomic aftereffects are 

yet to be fully observed. Furthermore it is arguably the most important part since SRIs are not 

to be perceived as a temporal fix, but rather as long term sustainable solution. Obvious factors 

that are under development such as the developing decisions of the COP present decent study 

cases. Specifically a more generic approach of the impact of ESG of firms is worth scrutinizing. 

Finally each pillar’s impact on the business world is an intriguing subject. Since ESG is yet under 

development research on the aftereffects of the policies employed stands to reason. 
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