
ExclusivE survEy of 11 ExpErts

•	 Biggest	clash	between	corporations	
and	social	responsibility	activists	in	
2014	is	on	climate	change.

•	 On	other	issues,	activists	find	more	
cooperation	with	businesses	than	in	
any	of	the	previous	five	years.

•	 Newest	risks	on	the	horizon	are	
political	–	in	Ukraine	and	beyond.

A	wind	turbine	stands	in	front	of	a	coal-power	plant	in	Gelsenkirchen,	Germany.	(MArtiN	MeissNer/Ap)
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Monitor Global Outlook surveyed 11 experts on socially responsible investing about their environment, social, 
and governance (ESG) concerns. Totals represent the number of analysts supporting a particular answer: 

MGO survey: More action on SRI 

Companies are becoming more attuned to the concerns of socially 
responsible investors in emerging and frontier markets. They’re 
taking steps to address activists’ concerns – from “green” energy 
to sweatshop labor – and to avoid putting their own corporate 
reputations at risk.

Nine of 11 experts on socially responsible investing reported that 
companies were “more responsive” to SRI issues this year than in 
the five previous years, according to an April survey from Monitor 
Global Outlook. The group consisted of: nine managers at SRI 
firms in the United States; the Interfaith Center on Corporate 
Responsibility (ICCR), a coalition of faith and values-driven 
groups; andd  Institutional Shareholder Services Inc. (ISS), a 
research and analysis firm owned by Vestar Capital Partners.

That responsiveness is most visible in what’s come out of past 
proxy seasons and behind-the-scenes negotiations, according to 
Andrew Behar, chief executive officer of As You Sow, a builder of 
SRI coalitions for shareholder activism based in Oakland, Calif.  

“The trend, and what’s been interesting and surprising this year, 
has been the number of withdrawals” of resolutions by SRI groups 
after companies agreed to take actions, Mr. Behar says. “The way 
that companies are coming to the table and actually talking – it 
looks like more than ever.” 

As of May 5, an estimated 166 resolutions had been withdrawn 
for this proxy season, and more withdrawals could still be 

forthcoming, according to ISS. The total already tops the 151 
withdrawals in 2013, the 137 in 2012, and the 127 in 2011. ISS 
records also show 2014 has already set a record for the most 
resolutions filed on environmental and social issues: 428.

In areas where real progress is happening, resolutions have been 
unnecessary this year, says Seamus Finn, chief of faith-consistent 
investing for the Oblate International Pastoral Investment Trust, 
which manages money for Catholic religious orders. For example: 
Working conditions in the Bangladesh garment industry drew 
global attention after last year’s Rana Plaza tragedy in Dhaka left 
more than 1,000 workers dead. But his group and other activists 
who track the issue didn’t file related resolutions this year, he says, 
because nearly 200 global retailers had already joined compacts 
holding them and their supply chains to higher standards.

Issues remain, according to MGO’s reporting in Bangladesh. While 
stepped-up inspections are closing dangerous workplaces, a rift 
between the country’s two inspection bodies over procedures for 
closing factories is complicating the inspection process.

Just as the withdrawal of resolutions signal that SRI activists are 
encouraged by company action on environmental, social, and 
governance (ESG) measures, the resolutions that do go forward 
highlight where they are growing impatient – so much so that 
they’ve chosen the confrontational path of bringing shareholder 
resolutions to a vote. This year’s big issue: climate change.

Companies more sensitive to SRI concerns
(riCH	CLABAUGH/stAFF)

Monitor Global outlook: Sri Survey 
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Board of directors at shareholder meetings this spring are 
getting an earful from social activists, who are behind a wave of 
resolutions calling on companies to disclose lobbying efforts and 
take steps to address climate change. 

Nine of 11 respondents in the MGO survey named climate change 
as a lead issue gathering new momentum in the 2014 proxy voting 
season. Climate change and spending on political and lobbying 
activities account for well over half of the shareholder proposals 
filed this year, according to Julie Gorte, senior vice president for 
sustainable investing at Pax World Funds in Boston. The two are 
often related, as SRI activists have filed proposals asking fossil-
fuel companies to disclose their political and lobbying spending 
on climate and energy issues.  

“What you’ve seen from the investment community and from the 
[non-governmental organization] community is a ramping up 
of additional ways to address the issue,” says Mr. Finn of Oblate 
International Pastoral Investment Trust. “It shows a frustration 
with the political process and a sense of urgency.”

Activists argue companies aren’t doing enough to hold themselves 
to measurable goals and timetables. Of 613 public companies 
surveyed, only 35 percent have time-bound targets in place for 
reducing greenhouse gas (GHG) emissions, according to an April 
30 report from Ceres, a Boston-based nonprofit. Only 6 percent 

had quantitative targets for increasing how much energy they get 
from renewable sources, such as wind and solar.

Industries are bracing for higher costs as the earth warms. Take 
insurance and reinsurance. Hurricane-related property losses 
could climb by as much as 25 percent over the next 20 years as 
peak wind speeds in massive storms increase, according to an 
analysis by Karen Clark & Co., a Boston-based hurricane modeling 
consultancy.

Agribusiness could face harder times as well. As water shortages 
become more widespread and rainfall less predictable, rates of 
agricultural production growth are expected to drop around the 
world from 1.3 percent a year in 2000-2020 to 1 percent in 2020-
2040, and 0.7 percent in 2040 to 2060, according to Emerging 
Markets Institute, a Phoenix-based research and strategic 
consulting firm.

Sectors from transportation to energy, manufacturing, and real 
estate will all need to play a role if global warming is not to exceed 
2 degrees C (3.6 degrees F.) in the coming century, according to an 
April 14 report from the United Nations’ Intergovernmental Panel 
on Climate Change. Collective greenhouse gas emissions will need 
to fall by 40 to 70 percent from 2010 levels by midcentury, the 
report said, and decline to near zero by century’s end.

Biggest controversy: climate change

activists argue companies aren’t 
doing enough to hold themselves to 
measurable goals and timetables 
on reducing greenhouse gases.

Oxfam	activists	demonstrate	outside	a	UN	climate	change	conference	in	indonesia.	(DitA	ALANGKArA/Ap)
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ExxonMobil surprised activists in March by delivering two reports 
on the impact of climate change on energy demand and its own 
fossil-fuel assets. “ExxonMobil takes the risk of climate change 
seriously, and continues to take meaningful steps to help address 
the risk and to ensure our facilities, operations and investments 
are managed with this risk in mind,” one report stated.

That an oil-and-gas major would even address the topic was 
seen by SRI activists as an important step, because under certain 
scenarios, some of its fossil-fuel reserves may be undevelopable. 
For example, if caps or taxes on greenhouse-gas (GHG) emissions 
or other factors make developing reserves prohibitively expensive, 
then carbon assets could become “stranded.” Several MGO survey 
respondents flagged “stranded carbon assets” as this year’s sleeper 
issue that’s caught unexpected fire in proxy season.

“You have, with Exxon, a company that’s willing to engage on the 
topic,” says Lloyd Kurtz, chief investment officer at Nelson Capital 
Management, a private money management firm in California. 
“The fact that a leadership company in an industry that’s deeply 
involved in the issue is willing to have a dialogue about it [and] a 
reasoned conversation strikes me as a positive development.”

If activists are now getting some of the carbon cost disclosure 
in the ExxonMobil reports they’ve been demanding, they aren’t 
pleased with the conclusions. ExxonMobil, for example, reported 
that using its outlook assumptions through 2040, none of its 
fossil-fuel assets would be stranded: “Although there is always the 

possibility that government action may impact the company, the 
scenario where governments restrict hydrocarbon production in 
a way to reduce GHG emissions 80 percent during the Outlook 
period is highly unlikely. The Outlook demonstrates that the 
world will require all the carbon-based energy that ExxonMobil 
plans to produce during the Outlook period.”

Its reasoning is that given projected growth in population, the 
world economy, and energy demand in the next quarter century, 
the costs of a low-carbon world are simply too high to be feasible. 
For example: To get atmospheric levels of GHGs to stabilize at 
low-carbon target of 450 parts per million (ppm), the cost of 
emitting carbon would rise to more than $200 a ton. Europe’s 
emissions-trading system currently charges $8 to $10 per ton. The 
450 ppm target would add roughly $4,500 to the average family’s 
annual energy bill in 2050 and $22,400 by the end of the century. 
The less aggressive goal of 650 ppm would raise that family’s 
annual energy bill by much less: just under $4,500 by 2100. 

Instead, ExxonMobil’s outlook suggests the costs of carbon 
emissions could reach $80 a ton in some areas, which is not 
enough to strand its assets. Activists, however, had hoped 
disclosure would spur long-term strategic modifications.

The ExxonMobil report “is so transparent as to be almost cynical,” 
says Laura Berry, executive director of the ICCR. “It says, ‘OK, 
we’ll tell you everything we’re going to do, and by the way, none of 
it has anything to do with making things better.’ ” 

Sleeper issue of 2014: stranded assets

if greenhouse-gas taxes make 
energy production  prohibitively 
expensive, then carbon assets 
could become ‘stranded.’

tar	sands,	like	this	deposit	in	Fort	McMurray,	Alberta,	are	an	expensive	way	to	produce	oil.	(tODD	KOrOL/reUters)
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Which regions
are becoming 
riskier for ESG

equity investors?

Where is 
ESG equity 
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the fastest?

Which emerging 
economies 

are you watching
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Totals represent the number of analysts supporting a particular answer in a Monitor Global Outlook survey 
of 11 experts* about environment, social, and governance (ESG) concerns.

MGO survey: New focus on geopolitics

Flaring conflicts in formerly stable regions of the world are 
prompting socially minded investors to think twice before 
committing money to certain emerging and frontier markets that 
looked promising just a few months ago. Geopolitical factors 
are overshadowing other considerations as they reassess risks 
worldwide.   

“For the first time in the past 10 years, political risk has really 
emerged now as a really obvious concern in, not just Russia and 
Ukraine, but a number of emerging market countries,” says Mr. 
Kurtz at Nelson Capital Management.

In the MGO survey, all respondents named the Middle East as a 
region that was getting riskier. It is peppered with trouble spots 
that have potential to affect the broader region, especially the 
conflicts in Syria and Egypt, survey respondents noted. These 
events make the Middle East even less attractive than it already 
was for investors who’ve traditionally found slim pickings there in 
terms of equities that meet high ESG standards.

All but two survey respondents identified Eastern Europe as 
another region of rising risks. Russia’s annexation of Crimea and 
ongoing tensions in eastern Ukraine have cast a pall of uncertainty 

over Eastern Europe, where business ties with Russia could be 
hurt by sanctions and falling currency values, according to Ms. 
Gorte at Pax World Funds. SRI investors remain concerned about 
governance and financial reporting practices in emerging markets, 
she said, and regional instability only heightens their wariness. 

There are “many ways you can be wrong in investing” in today’s 
emerging markets, Gorte said. “You can say, ‘Huh, yeah. Looks like 
the Russians are really doing a good job developing their fossil 
fuel resources. Let’s invest there. Oops. Ukraine happened.’ ” 

SRI investors and experts were more divided on Africa and South 
Asia, as some said risks were rising there and others deemed them 
to be falling.

SRI’s new worry: geopolitical risk

(riCH	CLABAUGH/stAFF)
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From Alberta to Chile’s Tierra del Fuego, economic prospects 
are looking up. Led by the United States, Mexico, and Central 
America, the region is on track to notch its best growth since 
2011, according to the World Bank. Similarly, prospects are 
improving in Western Europe, even if uncertainty now reigns in 
Central and Eastern Europe.

Survey respondents said investment risks continue to fall in 
developed markets, such as North America and Western Europe, 
where relatively rigorous governance standards tend to draw 
the bulk of ESG investment. About half also saw risks falling in 
Central America, South America, or both regions.

“In South America, it seems those countries are better governed 
than they used to be, maybe with the exception of Argentina,” 
Kurtz says. “So there are a host of places you can point to and say, 
‘This has become a pretty good place to do business.’ And nothing 
that’s happening in Ukraine is changing that.”

Still, investors remain cautious as they look for specific signs of 
social progress. It’s hard to generalize about countries, especially 
ones as large and diverse as Brazil, for example.

“I would be more inclined to say there are some companies who 
are more serious [about indigenous people’s rights] than others,” 

says Finn of Oblate International Pastoral Investment Trust. “Just 
when I think Brazil is doing better, I get a lot of push-back from 
colleagues saying, ‘Not quite so.’ ” 

But SRI investment managers are encouraged by other signs 
coming from relatively stable regions, including South America, 
where regulators and companies are taking some of their long-
held concerns to heart. 

Africa presents more of a mixed bag. Countries such as South 
Africa and Tanzania have become more investable, investors say, 
as regulations help make private-sector firms more transparent 
and put a dent in cultures of corruption. 

On the whole, the African continent is becoming less risky for SRI 
investors, Finn says. But sectarian violence, especially Muslim-
Christian clashes in the Central African Republic and Nigeria, are 
a concerning factor capable of trumping progress on other fronts. 

Wherever transfers of power after elections haven’t gone smoothly 
– in Africa, Eastern Europe, or elsewhere – tough, questions must 
be asked, he adds. An investor “immediately says, ‘Well, if I have a 
contracting relationship there, is it enforceable? If I put money in 
there, can I get it out?’ ”

Americas are a bright spot

“in South america, it seems those countries 
are better governed than they used to be.”
– Lloyd Kurtz, Nelson Capital Management

panama	inaugurated	its	new	metro	in	April,	the	first	subway	in	Central	America.	(ArNULFO	FrANCO/Ap)
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About Monitor Global Outlook
Monitor Global Outlook is an intelligence and research service of The Christian Science Monitor that provides professionals with fact-
based, on-the-ground analysis and forecasting of events and trends that can impact your investments, operations, and personnel in 
emerging and frontier markets. Our award-winning journalists actively monitor the political, business, and social significance of each 
important development, providing our clients with early warning indicators to help them better navigate new opportunities, manage 
shifting risks, and prevent loss.

Please visit monitorglobaloutlook.com for more information and to sign up for a free trial. 

About The Christian Science Monitor
The Christian Science Monitor is an international news organization that delivers global news coverage critical to unde standing the 
world. In an era when the mainstream media has narrowed its focus, the Monitor delivers thoughtful and balanced global news. The 
Monitor is broad in its scope, unrelenting but fair in its coverage, and written for the impact on you, the individual reader. Our inter-
national news is written by more than 200 journalists reporting on local business, politics, economics, security, and international affairs 
from more than 150 countries. The Monitor is a recipient of seven Pulitzer Prizes for journalism and more than a dozen Overseas Press 
Club awards.

Disclaimer
The content of the publication is for general informational purposes only and is not to be construed, under any circumstances, by 
implication or otherwise, as an offer to sell or a solicitation to buy or sell or trade in any commodities, securities, or currencies. Infor-
mation is obtained from sources believed to be reliable, but is in no way guaranteed. Economic and financial conditions described in 
the publication may change after the date of the publication without notice. In no event should the content be construed as an express 
or implied promise, guarantee or implication that you will profit or that losses can or will be limited in any manner whatsoever. Past 
results are no indication of future performance. Consult your personal investment advisers before making an investment decision; the 
publication does not give personalized investment, tax, legal or other business and professional advice.
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