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No longer only a subject of activism and academia, environmental justice (EJ) has made its way to the White
House, legislatures, and even board rooms. As discussed in Parts 1 and 2 of this series, the pursuit of EJ is not
new. And right now, states and federal agencies are working to advance EJ through policy, regulation, and
enforcement. On Oct. 1, for example, the Environmental Protection Agency (EPA) published its draft Strategic
Plan 2022-2026 for public comment. The EPA declares an imperative for the agency to embed EJ and civil rights
into its core mission and day-to-day work. National and regional offices within the EPA are directed to develop
plans to achieve specific EJ goals and can expect accountability for performance against those goals. Other
federal agency plans are required by President Joe Biden’s Executive Orders 13985 and 14008.

Many companies are implementing EJ strategies to confront this rising tide proactively.  Strategic EJ
implementation can yield real benefits and complement investments in Environment, Social, Governance (ESG)
objectives. Businesses that hesitate to incorporate EJ principles into their corporate sustainability strategies open
themselves up to stakeholder (e.g., regulatory, community, employee) scrutiny. This final Part 3 article presents a
business case for EJ and describes how businesses can chart the course for EJ through corporate sustainability.

The Business Case for EJ

Implementing an EJ strategy is good for business. Shareholders, employees, supply (or value) chain partners, and
the public are increasingly demanding that companies be good corporate citizens. Most Americans believe CEOs
and business leaders should take a stand against systemic racism and, more specifically, implement workplace
policies that dismantle racism and advance racial equity. (Jill Mizell, Just Capital, “The American Public Wants
Companies to Take Action on Advancing Racial Equity—Especially Black Americans” (July 9,
2020), https://justcapital.com/news/the-american-public-wants-companies-to-take-action-on-advancing-racial-
equity-especially-black-americans/.) Ahead of regulatory mandates, businesses are navigating growing investor,
customer, or operating pressures to articulate EJ principles and execute on them. Social impact assessments can
include EJ evaluations. These are emerging in due diligence and influencing transactional dynamics. Employees
are demanding that employers not only demonstrate commitment to diversity, inclusion, and equity internally, but
walk the talk externally to advance EJ in impacted communities, as well.

Focusing on EJ complements ESG objectives, aligning environmental impacts, social and racial equity, and
governance with community-centric metrics that enhance collaborations between businesses and the impacted
communities where they operate. As discussed in Part 1 of this series, environmental injustices create unhealthy,
marginalized, and unfairly treated communities that experience poor economic, political, and societal conditions.
Neglecting investment in disproportionately impacted communities defers growth of economic power, diminishes
community welfare, and slows advancement of the next generation of contributors, consumers, and leaders. Said
another way, ignoring the environmental impacts on underserved communities perpetuates an un-virtuous cycle
where poor health outcomes, poverty, and societal conditions repeat for generations—a cycle that is very much
not sustainable.

Environmental injustice is bad for business. Adverse impacts ripple, and companies do not operate in a vacuum.
In today’s tight labor market, for example, the very communities that could be a local workforce and offer
innovative ways of thinking about environmental impacts are instead experiencing real barriers erected by
decades of pollution and proximity to industry. Research repeatedly shows that increased diversity within a
company improves decision-making and financial performance. Implementing an effective strategy for meaningful
engagement with EJ communities can not only lead to diversity of a company’s workforce but can also reveal
durable community-driven improvements. EJ investments can set into motion a virtuous cycle that strengthens a
community’s health, welfare, and societal outcomes. That cycle is very much sustainable and good for business.
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Finally, proactively weaving meaningful EJ objectives into business strategy can better position a company for
success when regulatory and policy changes inevitably emerge. Suggestions for what is meaningful and how to
succeed in implementation are offered below.

 Hesitation Is Risky Business

Companies that hesitate to advance EJ in communities impacted by their operations do so at their own risk. As
discussed in Part 1 of this series, EJ is buttressed now by current events and national attention previously
unforeseen. Public health crises like Flint, Michigan, infrastructure controversies like the Dakota Access Pipeline,
and emergency incidents like the Huntington Beach oil spill attract national media attention and outcry. The
businesses involved attract the ire of the public—amplified by social media.

Local discontent and uncertainty over project postponements create real challenges for businesses too. In one
example, an international petrochemical company, Formosa Group, proposed to build a $9.4 billion chemical and
marine shipping facility in St. James Parish, Louisiana. The project faced strong community opposition due to
environmental and EJ concerns that the new plant would adversely impact the area EJ activists call “cancer
alley.” The U.S. Army Corps of Engineers (USACE) initially issued a dredge and fill permit to the company in
2019. After EJ advocates challenged the permit on behalf of the predominantly Black fence-line communities, the
USACE suspended the permit in 2020. In August 2021, acting assistant secretary of the Army announced that a full
environmental impact assessment is warranted, stating “the EIS process will provide opportunities for voices to
be heard in an open, transparent, and public way.” The average time to complete an EIS is approximately 4.5
years.

In another example, Acting Regional Administrator for EPA Region 5, Cheryl L. Newton, urged the Michigan
Department of Environment, Great Lakes, and Energy (EGLE) to perform a cumulative impacts analysis before
issuing an air quality permit to Ajax Materials, Corp. for construction of an asphalt plant. The Region
recommends analyses of ambient air impacts on the community plus evaluation of whether the proposed
construction will cause “adverse or disproportionate impacts for nearby residents.” In the letter dated Sept. 16,
the EPA also encourages the company to consider an alternative site to avoid potential impacts uncovered by the
additional review, and if permitted, encourages the company to generate data regularly on an easily accessible
website for the community. The EPA also nudges the company to “engage with the local community to address
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community concerns that may not be within the scope of the air permit.” These messages are consistent with the
explicit EJ priorities and objectives outlined in the EPA’s draft strategic plan and are likely to be repeated by
other EPA regional administrators.

Less newsworthy but equally impactful are the potential opportunity costs to businesses with lagging EJ focus: a
corporate transaction doomed by latent risks in the supply (value) chain, a C-suite role turned down by a star
candidate dismayed by lack of diversity in leadership, a sale rejected for failing to meet vendor EJ requirements.
These dead ends are not hypothetical.

Implementing an Effective EJ Strategy

Part 2 of this series addressed how some states are enacting EJ laws and regulations. Businesses in those
locations, of course, must comply with the specific regulatory requirements. For companies not yet regulated, it
may be prudent to look to neighboring state law or industry standards to see what is coming. If a company’s EJ
activities are motivated by regulation, those compliance efforts can still weave into an ESG framework for
sustainability.

The ESG framework developed over the past two decades to facilitate risk management to ensure long-term
corporate sustainability and success. The most well recognized and widely employed standards for implementing
ESG strategies are developed by the Global Reporting Initiative (“GRI”), an international standards organization
that helps businesses quantify and communicate on ESG impacts. (In 2020, 73% of global 250 companies used the
GRI framework.  KPMG, The Time Has Come, The KPMG Survey of Sustainability Reporting 2020 at 25 (Dec.
2020), //assets.kpmg/content/dam/kpmg/xx/pdf/2020/11/the-time-has-come.pdf.) The standards create a
continuous improvement cycle that places measurable ESG goals at the center of corporate decision-making and
action. ESG standards encourage systems that monitor, report, and evaluate relevant metrics, creating a holistic
picture of current operations, material risks, and possible improvements.  This holistic risk management
framework can inform and be informed by understanding the lived experiences in fence-line communities—where
EJ is overdue.

A successful ESG program begins with a materiality assessment, a candid and objective review of risk factors
that threaten the sustainability of a business. To align ESG and EJ, companies would meaningfully engage with
and involve impacted communities in this assessment to understand the nature and lived experiences in the
communities. To be effective, businesses must acknowledge and respond to cultural, language, and power barriers
that might stifle the exchange. Materiality assessments are performed on a routine cadence to reevaluate topics that
are material to the company and to stakeholders, because the topics will change with time.

The three masts of the ESG ship align with EJ.

Environment factors might identify risks related to inputs (raw material availability, like water) and outputs
(regulated pollution, like emissions, discharges, and waste) that threaten the long-term success or sustainability of
the enterprise. This assessment might also reveal that climate resiliency, biodiversity, and energy demand are
material risk factors. Metrics that measure performance on these key factors can provide data that increases
understanding of impacts on local communities and facilitates conversations to advance EJ in disproportionately
impacted communities. Tools like EPA’s ECHO database and EJSCREEN provide a starting place.

Social factors include employee health, welfare, and satisfaction; working conditions; political changes;
charitable giving; supply (value) chain social impacts; and specifically impacts to external communities and
stakeholders. Social metrics that measure health and welfare, living conditions, and economic opportunities in

https://assets.kpmg/content/dam/kpmg/xx/pdf/2020/11/the-time-has-come.pdf
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impacted communities can provide a basis to collaborate with important stakeholders and data to increase
awareness for how a business’ operations impact the societal outcomes in EJ communities.

Governance factors cover how a business is organized, managed, and who occupies top leadership positions.
Factors include ethics, transparency, diversity and inclusion among employees, diversity among the board of
directors and leaders, internal controls, and accountability policies. Governance metrics can ensure that
businesspeople and business practices commit to EJ, eliminate barriers to achieving racial justice, represent the
perspectives of the local community in decision-making and action and ensure transparency.

With or without a formal ESG program, businesses with effective EJ strategies will initiate meaningful dialogue
with impacted communities, share information transparently, clearly state goals that redress and address
community-centric conditions, identify metrics and measure progress, establish accountability, and embrace a
continuous improvement cycle. Sponsorships or financial support for community sports teams or for cultural or
ethnic celebrations are generous and add value but are not substitutes for the harder work of reshaping business
practices to advance EJ.

Conclusion

These three EJ articles outlined the history, the current regulatory landscape, and the initial course that a company
might navigate. In these uncharted waters, businesses that incorporate EJ into corporate decision-making and
action will be better positioned to ride the rising tide. Those that hesitate may experience a choppier journey.
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