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As Investor Activism Grows, So Do ESG Practice Groups                                                       
By Clarice Silber  

Law360 (November 19, 2020, 9:19 PM EST) -- Stradley Ronon Stevens & Young LLP's announcement this 
week that it's launching a new practice group focused on environmental, social and governance policies 
marks the latest in a growing trend of law firms beefing up such services to meet the increased pressure 
that companies face from shareholder activism. 
 
ESG is known as a set of standards that investors use to grade companies when looking to make 
investments. The wide-ranging factors include whether corporations act as stewards of the 
environment, whether they have diversity and inclusion practices, and how they might police 
themselves. 
 
The last decade has shown that ESG standards can speak volumes about companies' legal, corporate and 
financial risks and ultimately impact their bottom lines. Now, the push to address climate action, the 
fallout from the #MeToo movement and the racial justice movement has amplified corporations' legal 
risks even further. 
 
George Michael Gerstein, Stradley Ronon's fiduciary governance co-chair, said the roughly 23-person 
practice group unveiled Wednesday is devoting resources to help clients understand how their business 
is affected by ESG and the rapidly evolving area of relevant regulatory developments. The group is made 
up of attorneys who are already on staff with the firm. 
 
"We want to be a leader on the arc, which we think will continue to bend toward greater incorporation 
of ESG backers," Gerstein said. 
 
Gerstein said the practice group would take a holistic approach and include attorneys with cross 
disciplinary experience to tackle the broad range of topics encompassed in the ESG space. 
 
Work for firms in that space can run the gamut. Companies might hire firms like Stradley to guide them 
in evaluating how to incorporate their ESG policies when merging with or acquiring another business, 
following environmental and energy-related governmental statutes, or implementing policies to 
mitigate adverse human rights impacts. 
 
The wave of aggressive, competitive ESG approaches across industries is in large part due to millennials 
and their tendency to penalize firms that do not conform to these values, University of Virginia School of 
Law professor Michal Barzuza said. 
 



 

 

Barzuza noted the Papa John's pizza chain saw immense business harm after its founder and former CEO 
John Schnatter was publicly accused of making racist comments on a conference call in 2018. The fallout 
was swift: Within a few days, Schnatter resigned as chairman and Major League Baseball suspended a 
major Papa John's promotion. 
 
"Millennials already make these sacrifices in their consumption, they do pay more for products that are 
friendly to the environment, that support their values, and pay significant premiums for this," Barzuza 
said. 
 
Barzuza said it will be very difficult to remain competitive if companies do not respect ESG values, 
because returns will ultimately be directly affected by corporations' focus on shareholder activism. 
 
University of California, Berkeley School of Law professor Amelia Miazad said she has observed the 
growing trend of law firms creating ESG practice groups and believes "it's because ESG is now 
increasingly becoming a legal risk for companies." 
 
According to Miazad, ESG has roots in corporate responsibility and was very siloed from the legal 
function over the last 10 years before it increasingly moved into the general counsel's office and later 
permeated law firms. 
 
"There were some regulatory changes in the supply chain area that caused actual legal risk for 
companies, but then the more interesting phenomenon is that as our social norms have changed, 
there's legal risk in increased exposure to director and officer liability," she said. 
 
Miazad said there are more lawsuits being filed against companies for failing to disclose or oversee ESG 
risks in a variety of areas, and social issues have become a heightened focus on corporate boards' 
agendas. 
 
Stradley isn't alone in launching an ESG practice this year. Paul Weiss Rifkind Wharton & Garrison LLP 
launched its own group in April, comprising not only attorneys, but also data scientists and project 
management experts. 
 
David Curran, who leads Paul Weiss' group, described ESG as an amalgam of many complex frameworks, 
metrics and measurements that create standards investors use to assess companies. 
 
"Lawyers are increasingly called on to address significant reputational risk issues triggered by ESG. The 
challenge is that many of the issues that are front and center are not centered in traditional legislative 
and regulatory regimes — the comfort zone for lawyers," Curran said in an email. 
 
Suz Mac Cormac, a partner at Morrison & Foerster LLP, said when she started working on ESG issues on 
a pro bono basis in 2001, the work was seen as a trade-off that couldn't make money or be integrated 
into other areas. But Mac Cormac, who started a formal ESG practice group at her firm in 2009, said the 
atmosphere surrounding ESG has accelerated in the last five years. 
 
"Now I think ... the question is, 'Are you breaching your duties if you don't?' and ... we're advising 
[mainstream clients] that they should be considering these issues from a company perspective or from 
an investor perspective," Mac Cormac said. 
 
 



 

 

Mac Cormac said companies are now aware that there are elements of ESG that are material to their 
operations. 
 
The global pandemic initially caused speculation about whether there would be a slow and silent retreat 
from shareholder activism, but investors have doubled down on ESG in their engagement with 
companies and in their investments, according to Miazad. 
 
"That is only going to continue and it is accelerated. Companies will continue to resource that, which 
means law firms will need to become increasingly expert, too," Miazad said. 
 
Indeed, Gerstein said he believes that ESG is a much longer term development despite the distinct issues 
raised during the pandemic. 
 
"We don't think ESG is a fad or will go out of style, it's become inevitable in that there's greater data 
coming out now that shows that it does impact the bottom line ... and that awareness and recognition is 
increasing over time," Gerstein said. 
 
--Editing by Breda Lund. 
 

All Content © 2003-2020, Portfolio Media, Inc. 

 


