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Questions…and doubts

1. What is the relationship between 
ESG and financial performance 
(long-term profitability)?

2. Is there any “global standard 
index ” for ESG? 

3. Do firms engage in ESG initiative 
in order to comply with the. 
regulation or to “make money”?



Answer from SEC commissioner

https://www.youtube.com/watch?v=eEHHTQ5nipo



Questions…and doubts

Economist, Dec 7th, 2019, “Climate Change has 
made ESG a force in investing"



From “Friedman Doctrine”

M. Friedman , New York Times,  1970,09.13



To “Business Roundtable’s Statement 2019”

https://www.businessroundtable.org/purposeanniversary



Agenda

 Questions

1. Is ESG really a new 
strategic agenda?

2. Reliability of ESG 
data 

3. “Materiality” 
between measure and 
business reality

 Action items

1. ESG as a reflection of 
environmental change in 
E/S/G

2. ESG as a strategic choice 
for companies

3. ESG as investment 
opportunities for investors



An Example: “New Rules of the Road"

 Technological dimension
 Fundamental Tech (Mechanics to Electronics): 

“drive by wire”, “infotainment. “smart 
device/platform on four wheels”

 Connectivity, Autonomous Driving, Shared 
Mobility, Electrification

 Institutional dimension
 Government regulation (zero carbon, 

environmental concern)
 “What is a car” (“ride hailing/sharing”, 

“Generation Z”) / from device to service

 Competitive horizon
 New competitors’ market entry (Tesla/BYD, 

Microsoft, Apple, Google, Uber/Lyft)

Economist, 2021, 4.17, “New means of getting from A to B are 
disrupting carmaking”



MGMT 101 theories behind ESG
Organization vs. Environment

CORE:
Operational Efficiency

 Technological dimension
 Fundamental Tech (Mechanics to 

Electronics): “drive by wire”, 
“infotainment. “smart device/platform on 
four wheels”

 Connectivity, Autonomous Driving, 
Shared Mobility, Electrification

 Institutional dimension
 Government regulation (zero carbon, 

environmental concern)
 “What is a car” (“ride hailing/sharing”, 

“Generation Z”) / from device to service

 Competitive horizon
 New competitors’ market entry 

(Tesla/BYD, Microsoft, Apple, Google, 
Uber/Lyft)

Symbolic Conformity (Legitimacy)
Vs. Substantive Change (Efficiency)



MGMT 101 theories behind ESG
Organization vs. Environment

CORE:
Operational Efficiency

Symbolic Conformity (Legitimacy)
Vs. Substantive Change (Efficiency)



ESG as Symbol vs. Substance? 

WSJ Video by Alex Kuzoian, (2020,20,16) 
reappeared at July 17, 2021, 'Hedge Funds Short Mexican ESG Lender.'



ESG as Symbol vs. Substance? 
From company perspectives

Westphal, J. D., Gulati, R., and Shortell, S. M., Administrative Science Quarterly, 42 (1997):366-394



ESG as Symbol vs. Substance? 
From investors’ perspectives

Zajac E. and Westphal, J.D., American Sociological Review, (2004) 69:433-457



ESG as Symbol vs. Substance? 

Kim and Lyon (2015), Greenwash vs. Brownwash: Exaggeration and 
Undue Modesty in Corporate Sustainability Disclosure, Organization 
Science, 26(3):705-723

Yu, Bac, and Chen, (2020), Greenwashing in Environmental, Social, and Governance Disclosures, Research in International 
Business and Finance, 52: 101192

“A firm’s peer-relative greenwashing score = (a normalized measure representing a 
firm’s relative position to its peers in the distribution of the Bloomberg ESG 
disclosure score) - (a normalized measure representing a firm’s relative position to 
its peers in the distribution of our modified Asset4 ESG performance score)”



ESG as Symbol vs. Substance? 

Delmas, M. A., & Burbano, V. C. (2011). The drivers of greenwashing. California Management Review, 54(1), 64-87.



An Example - “SHE” – Gender Diversity Index ETF



SHE: 
What is the underlying mechanism creating value?

Ahern, K. R., & Dittmar, A. K. (2012). The changing of the boards: The impact on firm valuation of 
mandated female board representation. The quarterly journal of economics, 127(1), 137-197.



Revisiting our agenda…

 Questions

1. Is ESG really a new 
strategic agenda?

2. Reliability of ESG 
data 

3. “Materiality” 
between measure and 
business reality

 Action items

1. ESG as a reflection of 
environmental change in 
E/S/G

2. ESG as a strategic choice 
for companies

3. ESG as investment 
opportunities for investors



1. Is ESG really a new strategic agenda?

 No! 

 From “risk management” to 
strategic agenda

 For some companies, the items 
on the Environment, 
Sustainability, and Governance 
Index reflect substantive changes 
in the business environment now 
or in the near future

Selected items from “KLD Risk Metrics”, 2006



1. Is ESG really a new strategic agenda?

WSJ Video by Alex Kuzoian, (2020,20,16) 
reappeared at July 17, 2021, 'Hedge Funds Short Mexican ESG Lender.'



2. Is ESG disclosure reliable?

 Depends – as all the other financial 
disclosures do

 “one E/S/G fits all” magic does not 
seem to exist

 More relevant, detailed disclosure 
items 

 Consider the “symbolic element” 
(e.g. greenwashing) in practice 
disclosure
 “Management fashion”
 Legitimacy issues from visibility
 Peer influence
 “Decoupling” – separation of symbol 

and substance



3. “Materiality” between measure and business reality

JP Morgan, (05 May 2021), Jean-Xavier Hecker et al.,  “ESG Integration – Double Materiality Mapping”



3. “Materiality” between measure and business reality

JP Morgan, (15 July 2021), Elaine Wu et al.,  “ESG fund  launches to accelerate in 2H"

• Too fuzzy for integration 
or theme investment 
strategies

• The idea of 
“counterfactual”: 
“benchmark” and “best-
in-class”



The idea of “counterfactual”/ benchmark / best-in-class

Willingness to supply by 
an alternative market 
actor: 4,000 KRW

Willingness to supply by a 
social enterprise: 2,000 
KRW

Total social value created= (4,000-2,000) X  yearly ticket sales by 
the social enterprise

A theater for old-generation 
customers (old movies)

Serafeim et al., SK Group: Social Progress Credit, HBS case 9-120-071, 2020.1.15



Conventional solution by 
an existing market actor 
(e.g. an oil lamp): 4,000 
KRW

Willingness to supply by a 
social enterprise: 2,000 
KRW

Environment friendly lighting 
for people in developing 
countries

Total social value created= (4,000-2,000) X  yearly lighting sales 
by the social enterprise

The idea of “counterfactual”/ benchmark / best-in-class

Serafeim et al., SK Group: Social Progress Credit, HBS case 9-120-071, 2020.1.15



For Managers 
ESG from Risk Management Items to Business Opportunities

https://www.un.org/development/desa/disabilities/about-us/sustainable%20-
development-goals-sdgs-and-disability.html



Patagonia’s Mission



Patagonia - “First Impression” on its Webpage



A New Way to Fight Climate Change



Patagonia – Business Model



Patagonia’s Business Model?

Profit

WTP

Volume

Invest in high-
quality products

Invest in low-env-
harm products

High
quality

Cost

High price 
(20% premium)

Strategic 
Choice

Strategic 
Consequences



“Grow the Pie”



For Investors 
Distinguishing Symbol vs. Substance in ESG Initiative



Thank you. If you have any questions/comments, pls. let me know

Sun Hyun Park
(sunpark@snu.ac.kr)

Seoul National University, Graduate School of 
Business


