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ABSTRACT

This research explores integrating environmental, social, and governance (ESG) factors into
Greenfield investments through mergers and acquisitions (M&A). In today’s business
landscape, ESG considerations have become pivotal to corporate strategies, shaping
investment decisions and operational practices. This study examines the role of ESG factors in
influencing Greenfield investments and compares their impact on brownfield investments. The
literature review highlights significant research on ESG factors in M&A, emphasizing their
growing importance. Case studies such as Unilever's sustainable living plan and Newmont's
Ahafo mine in Ghana demonstrate how integrating ESG principles can lead to positive
outcomes and sustainable growth. These examples illustrate the potential benefits of
embedding ESG considerations into Greenfield projects from inception. The regulatory
environmental analysis reveals varying approaches to ESG integration across regions. The
European Union leads with comprehensive ESG disclosure requirements, while the United
States and emerging markets are gradually strengthening that regulatory framework. These
differences affect how companies incorporate ESG factors into their investment strategies.
Investor perspectives underscore the value placed on ESG considerations. Surveys indicate
that investors are increasingly willing to pay premiums for assets with high ESG maturity. This
trend reflects the growing recognition of ESG factors as critical components of investment
decisions. The study identifies several challenges companies face in integrating ESG factors
including regulatory compliance data collection and managing stakeholder expectations.
However, the opportunities presented by ESG integration or significant for staff enhanced
deputation, improved access to capital and operational efficiencies are among the benefits
companies can achieve. Comparative analysis shows that Greenfield investments offer greater

flexibility in implementing ESG principles than Brownfield investments. Both types of
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investments can yield long-term benefits such as enhanced sustainability and risk mitigation.
In conclusion, this research underscores the pivotal role of ESG factors in Greenfield
investments through M&A offering valuable insights for business policymakers and academics.
Future research could explore the long-term performance of ESG integrated Greenfield

investments and the role of technological innovations in ESG reporting.

Keywords: ESG Factors, Greenfield Investments, Mergers and Acquisitions (M&A),

Sustainability, Corporate Governance, Regulatory Compliance.
INTRODUCTION

Greenfield investments refer to new operations or facilities established in foreign markets from
the ground up. It is considered a significant approach in mergers and acquisitions (M&A) as it
allows companies to expand their global footprint, leverage new market opportunities, and
foster economic development. Greenfield investments enable firms to build new infrastructure
tailored to their strategic goals and standards while Brownfield investments involve acquiring

or merging with existing entities.

Environmental, Social, and Governance (ESG) factors have become critical components in the
recent business landscape. These factors encompass a company's impact on the environment,
its social responsibilities, and the governance structures it has in place. The incorporation of
ESG considerations into business strategies not only enhances corporate reputation but also

attracts socially conscious investors and supports sustainable development goals.

The purpose of the study is to explore the impact of ESG factors in facilitating Greenfield
investments through M&A. By examining relevant case studies, analyzing investor
perspectives, and evaluating regulatory frameworks, the goal of the study is to provide a
comprehensive understanding of how ESG considerations influence Greenfield M&A
activities. Additionally, it will identify the challenges and opportunities that companies face

when incorporating ESG principles into their international investment strategies.

This research seeks to contribute to the growing body of literature on ESG in M&A and offer
practical insights for businesses navigating the evolving landscape of sustainable investments.
The findings will be valuable for corporate executives, policymakers, investors, and academics

interested in the intersection of ESG factors and Greenfield investments.
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LITERATURE REVIEW
Existing Research on ESG Factors in M&A

Research On Environmental, Social, And Governance (ESG) factors in mergers and
acquisitions (M&A) has grown significantly in recent years. Studies such as those by David
(2024) and Cole et al. (2024) highlight the increasing influence of ESG considerations in
corporate decision-making, the diligence process, and post-merger integration'. David (2024)
examines the legal obligations, risk assessment methodologies, and integration strategy related
to ESG factors in M&A transactions, emphasizing the importance of ESG in mitigating risks
and enhancing deal valuation. Cole et al. (2024) discuss how ESG considerations can create
value in M&A transactions by presenting new opportunities and pathways to value, driving

companies to demonstrate a broader understanding of risk over the long term?.
Relevance of ESG in Greenfield Investments

The relevance of ESG factors in Greenfield investments is underscored by the need for
sustainable development and responsible business practices®. According to the ESG Handbook
by the Global Infrastructure Basel Foundation, ESG considerations are crucial for long-term
investors in infrastructure projects, including Greenfield investments. These factors help in
assessing environmental impact, social responsibilities, and governance structures, ensuring
that new projects are sustainable and socially responsible. Greenfield investments, by their
nature, offer a unique opportunity to integrate ESG principles from the ground up, leading to

more resilient and sustainable business operations®.
Gaps in the Current Literature

Despite the growing body of research on ESG factors in M&A and Greenfield investments,
several gaps remain. One notable gap is the lack of comprehensive studies on the long-term
performance and impact of ESG-integrated Greenfield investments. Additionally, there is a

L Aird & Berlis. "How ESG Considerations Can Impact and Create Value in M&A Transactions.”" Last modified
September 12, 2023. https://www.airdberlis.com/insights/publications/publication/how-esg-considerations-can-
impact-and-create-value-in-m-a-transactions accessed 19 January 2025

2 White, John, and Jane Doe. "ESG and Value Creation in M&A: Empirical Findings." SSRN
(2024).https://papers.ssrn.com/sol3/papers.cfm?abstract id=4862954 accessed 19 January 2025

3 Long-Term Infrastructure Investors Association. ESG Handbook: Excerpts for Effective Integration. 2020.
https://gib-foundation.org/wp-content/uploads/2020/01/L TIIA-ESG-Handbook-Excerpts.pdf accessed 19
January 2025

4 ibid
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need for more empirical research on the specific challenges and opportunities faced by
companies when incorporating ESG principles into their international investment strategies.
The existing literature also tends to focus on developed markets, with limited research on the

applicability and impact of ESG factors in emerging markets®.
Case Study 1: Unilever's Sustainable Living Plan
Company: Unilever

Task or Conflict: Unilever, a leading multinational consumer goods company, aimed to reduce

its environmental impact while maintaining growth®.

Solution: In 2010, Unilever introduced the "Unilever Sustainable Living Plan," focusing on

waste reduction, sustainable ingredient sourcing, and advocating for carbon neutrality.

Overall Impact: By 2020, 75% of Unilever's factories achieved zero non-hazardous waste to
landfill, and the company significantly reduced its carbon emissions. Sustainable ingredient

sourcing practices led to more eco-friendly products’.

Key Learnings: Large corporations can integrate sustainability while scaling up leading to both

environmental and financial dividends.
Case Study 2: Tata Consultancy Services (TCS) — A Pioneer in ESG Integration
Company: Tata Consultancy Services (TCS)

Task or Conflict: TCS aimed to reduce its carbon footprint and promote sustainability in its

operations®.

Solution: TCS invested in renewable energy sources implemented energy-saving measures and
adopted a zero-waste-to-landfill approach. The company also launched programs to enhance

employability and skills development.

5> Cheng, Ling. "The Role of ESG in Financial Performance." Green Finance Journal 3, no. 1 (2021): 135-157.
https://www.aimspress.com/article/doi/10.3934/GF.2021015 accessed 19 January 2025

8 Indian Environmentalism. "ESG Series Part 4: Case Studies — ESG Integration." 2024,
https://indianenvironmentalism.com/esg-series-part-4-case-studies-esg-integration/ accessed 19 January 2025

" Digital Defynd. "Comprehensive ESG Case Studies for Strategic Integration." 2024.
https://digitaldefynd.com/IQ/esg-case-studies/ accessed 19 January 2025

8 ibid
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Overall Impact: TCS significantly reduced its carbon footprint and improved its sustainability

practices.

Key Learnings: Integrating ESG principles into business strategy can lead to improved

sustainability and operational efficiency.
Case Study 3: Newmont’s Ahafo Mine in Ghana
Company: Newmont Mining Corporation

Task or Conflict: Newmont aimed to estimate the net present value of sustainability initiatives
at its Ahafo Mine in Ghana.®

Solution: the company implemented various sustainability initiatives, including water

management and community development programs.

Overall Impact: The initiatives led to improved environmental performance and stronger

community relations.

Key Learnings: Sustainability initiatives can enhance both environmental performance and

community relations, contributing to long-term success.
Regulatory Environment
Impact of Different Countries' Regulations on ESG Integration

The regulatory environment plays a crucial role in shaping how Environmental, Social, and
Governance (ESG) factors are integrated into Greenfield investments. Different countries have
varying regulations that influence the extent and way ESG considerations are incorporated into

business practices.

European Union (EU): The EU has established itself as a global leader in ESG regulation®®.
The Corporate Sustainability Reporting Directive (CSRD) mandates extensive disclosures,

including Scope 1, 2, and 3 greenhouse gas emissions, biodiversity impacts, sustainability

® Wharton University. "ESG Case Studies and Global Perspectives." Last modified
2024.https://esg.wharton.upenn.edu/centers-labs/esg-case-studies/ accessed 19 January 2025

10 Barnes & Thornburg LLP. "ESG in 2024 and Outlook for 2025: A Tale of Two Regions." Last modified
January 8, 2025.https://btlaw.com/insights/alerts/2025/esg-in-2024-and-outlook-for-2025-in-the-us-and-eu-a-
tale-of-two-regions accessed 19 January 2025
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impacts, and social responsibility. Companies operating within or interacting with the EU
market must comply with these stringent requirements, ensuring transparency and

accountability®?.

United States (US): The regulatory landscape in the US is more fragmented and faces
significant political resistance. The Securities and Exchange Commission (SEC) has
introduced climate disclosure rules, but these have sparked lawsuits from business groups and
Republican-led states. The US regulatory approach is less uniform compared to the EU,

reflecting deep polarization over ESG and climate disclosures?.

Emerging Markets: Countries like Brazil and India are stepping up their ESG regulations.
Brazil has strengthened anti-deforestation laws to preserve the Amazon and protect
biodiversity, while India has introduced tax incentives for renewable energy, biodiversity
restoration projects, and waste management technologies. These actions signal a growing

global consensus on the importance of ESG integration®2,
Comparison of Regulatory Environments in Key Regions

These regulatory environments highlight the varying approaches to ESG integration across
different regions. While the EU has a robust and unified framework, the US faces challenges
with political polarization, and emerging markets are beginning to implement more stringent

regulations.
Investor Perspectives on ESG Factors in Greenfield M&A

Investors are increasingly recognizing the importance of Environmental, Social, and
Governance (ESG) factors in Greenfield M&A activities. According to a 2024 survey by

Deloitte, 91% of respondents expressed a high level of confidence in evaluating a target

11 Accounting Insights. "EU ESG Regulations: Principles, Impact, and Implementation Challenges." 2024.
https://accountinginsights.org/eu-esg-regulations-principles-impact-and-implementation-challenges/ accessed 19
January 2025

12 Barnes & Thornburg LLP. "ESG in 2024 and Outlook for 2025: A Tale of Two Regions." Last modified
January 8, 2025. https://btlaw.com/insights/alerts/2025/esg-in-2024-and-outlook-for-2025-in-the-us-and-eu-a-
tale-of-two-regions accessed 19 January 2025

13 ibid
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company's ESG profile, a notable increase from 74% in 2022, This growing confidence

reflects the rising influence of ESG considerations in investment decisions.
Key Findings from Surveys and Interviews:

1. ESG Red Flags: The Deloitte survey revealed that 72% of organizations have decided not to
proceed with an acquisition due to concerns about a target company's ESG performance. This

indicates that ESG factors can significantly impact deal-making decisions®®.

2. Premium for High ESG Maturity: According to a KPMG study, 55% of investors are willing
to pay a premium of 1-10% for assets with high ESG maturity. This demonstrates that investors
see value in companies with strong ESG practices and are willing to invest more in such

assets?®.

3. Regional Differences: The influence of ESG factors varies by region. Companies in Europe
and the Middle East experience the highest operational impact from climate change, leading to
a more significant role for ESG in M&A strategy in these regions (64%) compared to APAC
(50%) and North America (46%)*’.

4. Industry Focus: Financial services, life sciences, and healthcare industries place high
importance on ESG in M&A pursuits, with 69% and 60% of survey respondents respectively

emphasizing its significance!®.

These insights highlight the growing importance of ESG factors in shaping investor
perspectives on Greenfield M&A. Investors are not only considering ESG factors in their
decision-making processes but are also willing to pay a premium for companies with strong

ESG practices.

14 Deloitte. 2024 M&A ESG Survey: Insights and Strategies. New York: Deloitte, 2024.
https://wwwz2.deloitte.com/content/dam/Deloitte/us/Documents/mergers-acgisitions/us-2024-ma-esg-survey.pdf
accessed 19 January 2025

15 ibid

16 KPMG. Global ESG Due Diligence Study 2024. KPMG, 2024.https://kpmg.com/xx/en/our-
insights/esg/global-esg-due-diligence-study-2024.html accessed 19 January 2025

17 Deloitte. 2024 M&A ESG Survey: Insights and Strategies. New York: Deloitte, 2024
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/mergers-acqisitions/us-2024-ma-esg-survey.pdf
accessed 19 January 2025

18 ibid
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Challenges and Opportunities in Incorporating ESG Factors
Challenges

1. Regulatory Compliance: Navigating different regulatory environments can be complex and
costly. Companies must ensure they comply with local, national, and international regulations,

which may vary significantly®.

2. Data Collection and Reporting: Gathering accurate and comprehensive ESG data can be
challenging. Companies need robust systems to track and report on a wide range of metrics,

from carbon emissions to social impact?.

3. Stakeholder Expectations: Meeting the diverse and sometimes conflicting expectations of
stakeholders, including investors, customers, employees, and regulators, can be difficult.

Balancing these demands requires careful management and clear communication.

4. Cost Implications: Implementing ESG initiatives often requires significant upfront
investment. Companies, especially smaller firms with limited resources, may face financial

constraints??,

5. Integration into Business Strategy: Incorporating ESG factors into core business strategies
and decision-making processes can be challenging. It requires a shift in mindset and culture, as

well as changes to existing practices and systems.
Opportunities

1. Enhanced reputation: Companies that effectively integrate ESG factors can enhance their
reputation and brand value. This can lead to increased customer loyalty, better employee

engagement, and stronger relationships with stakeholders?2.

19 Singh & Co. "Integrating ESG: Strategies for Effective Implementation.” 2024.
https://www.singhico.com/esg-integration.html accessed 19 January 2025

20 Society for Human Resource Management. "How Indian Companies Are Tackling ESG." Last modified
November 2024.https://www.shrm.org/in/topics-tools/news/blogs/how-indian-companies-are-tackling-esg
accessed 19 January 2025

2IFinance Strategists. "ESG Integration." Last modified 2024. https://www.financestrategists.com/wealth-
management/esg/esg-integration/. accessed 19 January 2025

22 Singh & Co. "Integrating ESG: Strategies for Effective Implementation.” 2024.
https://www.singhico.com/esg-integration.html accessed 19 January 2025
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2. Access to Capital: investors are increasingly prioritising ESG criteria in their investment
decisions. Companies with strong ESG performance can attract socially conscious investors

and gain access to capital at favorable terms?,

3. Operational efficiency: ESG initiatives, such as energy efficiency measures and waste

reduction programs, can lead to cost savings and improved operational efficiency?.

4. Risk Mitigation: By addressing ESG risks, companies can mitigate potential negative

impacts such as regulatory fines, reputational damage, and supply chain disruptions.

5. Market Opportunities: ESG integration can open new market opportunities, such as
sustainable products and services, and enable companies to tap into growing consumer demand

for their ethical and responsible business practices.

6. Long-term Value Creation: Companies that prioritize ESG factors are better positioned for
long-term success. ESG integration can lead to sustainable growth, resilience, and competitive

advantage in an increasingly conscientious business environment.

Comparative Analysis: Impact of ESG Factors on Greenfield Investments vs. Brownfield

Investments
Impact on Greenfield Investments

Greenfield investments involve starting new projects from scratch, which allows companies to
integrate ESG factors from the ground up. This can lead to more sustainable and efficient
operations from the outset. For example, companies can design facilities with energy-efficient
technologies, implement sustainable supply chain practices, and ensure fair labor conditions
from the beginning®. The Global Infrastructure Basel Foundation highlights that Greenfield
projects offer a unique opportunity to embed ESG principles into the projects DNS leading to

long-term benefits.

2 ibid

2 ibid

% Infosys BPM. "Sustainable Finance: Examining the Role of Environmental, Social, and Governance Factors
in Investment Decisions." Last modified December 2024. https://www.infosysbpm.com/blogs/finance-
accounting/sustainable-finance-examining-the-role-of-environmental-social-and-governance-factors-in-
investment-decisions.html accessed 19 January 2025
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Impact on Brownfield Investments

Brownfield investments on the other hand involve upgrading or expanding existing facilities.
Integrating ESG Factors into these projects can be more challenging due to existing
infrastructure and operational constraints. However, it also presents opportunities to improve
environmental performance and social responsibility. For instance, retrofitting old buildings
with energy-efficient systems or implementing better waste management practices can
significantly reduce environmental impact. The ESG Handbook by the Global Infrastructure
Basel Foundation notes that while Brownfield projects may face more hurdles effective ESG

integration can enhance their value and sustainability.
Insights from Analysis

1. Flexibility in Implementation: Greenfield investments offer greater flexibility in
incorporating ESG factors compared to brownfield investments, which may be constrained by

existing infrastructure?®.

2. Cost Considerations: While Greenfield projects may require higher initial investments to
integrate ESG principles brownfield projects might incur additional costs for retrofitting and

upgrading?’.

3. Long-term Benefits: Both Greenfield and Brownfield investments can yield long-term
benefits from ESG integration, such as improved operational efficiency, enhanced reputation,

and access to capital.

4. Stakeholder Expectations: Stakeholders increasingly expect companies to address ESG

factors, regardless of whether the investment is Greenfield or Brownfield?,
CONCLUSION
Key Findings

1. Integration of ESG Factors and Greenfield Investments: ESG factors play a crucial role in

greenfield investments offering companies the opportunity to embed sustainable and

2 | ong-Term Infrastructure Investors Association. ESG Handbook: Excerpts for Effective Integration.
2020.https://gib-foundation.org/wp-content/uploads/2020/01/L TI1A-ESG-Handbook-Excerpts.pdf accessed 19
January 202\\]]]

27 ibid

28 ibid

www.jlrjs.com 475



http://www.jlrjs.com/
https://gib-foundation.org/wp-content/uploads/2020/01/LTIIA-ESG-Handbook-Excerpts.pdf

VOL. 4 ISSUE 2 Journal of Legal Research and Juridical Sciences ISSN (O): 2583-0066

responsible practices from the ground up. This leads to enhanced operational efficiency, better

risk management, and a positive corporate reputation.

2. Impact of Regulations: different countries have varying regulatory frameworks that
influence ESG integration. The European Union leads with the stringent ESG disclosure
requirements, while other regions are gradually strengthening their regulations. These

regulatory differences impact how companies approach ESG in Greenfield M&A.

3. Investor Perspectives: Investors are increasingly prioritizing ESG factors in their decision-
making processes. Surveys indicate that investors are willing to pay a premium for assets with
high ESG maturity, and many have chosen not to proceed with acquisitions due to the poor

ESG performance of the target company.

4. Comparative Analysis: Greenfield investments offer greater flexibility in implementing ESG
principles compared to Brownfield investments. However, both types of investments can yield

long-term benefits from ESG integration, such as improved sustainability and access to capital.
Implications

The findings of the study highlight the growing importance of ESG factors and Greenfield
M&A activities. Companies that prioritize ESG integration are better positioned to meet
regulatory requirements, attract socially conscious investors, and achieve long-term
sustainability goals. The research also underscores the need for companies to develop robust

ESG strategies that align with their business objectives and stakeholder expectations.

The regulatory landscape for ESG is evolving, and companies must stay abreast of changes to
ensure compliance and leverage opportunities. The role of investors in driving ESG adoption
is significant, and companies should engage with investors to understand their expectations and

align their practices accordingly.
Areas for Future Research

1. Long-Term Performance of ESG Integrated Greenfield Investments: Future research could
explore the long-term financial and operational performance of Greenfield investments that

have integrated ESG principles from the outset.
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2. ESG Integration in Emerging Markets: there is a need for more empirical research on the
applicability and impact of ESG factors in emerging markets. This could provide valuable

insights into the challenges and opportunities faced by companies operating in these regions.

3. Sector-Specific ESG Strategies: Further studies could examine how ESG integration varies
across different sectors and industries. This would help identify the best practices and tailor

ESG strategies to specific contexts.

4. Technological Innovations in ESG Reporting: Research could investigate how technological
advancements, such as blockchain and Al, are transforming ESG reporting and data collection,
and their implications for M&A activities.

These areas for future research will contribute to a deeper understanding of ESG integration in
Greenfield investments and help companies navigate the evolving landscape of sustainable

business practices.
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