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esg investing
What Shareholders Do Fund Managers Represent?

introduction

Institutional voting through the proxy process is a powerful 

tool for directing corporate governance policy and practices. 

An extensive research literature demonstrates the leverage that 

institutional investors have over governance choices, such as 

director elections, executive pay, and mergers and acquisitions.1 

	 In recent years, institutional investors have played an 

increasingly prominent role in determining the outcome 

of shareholder-sponsored ESG (environmental, social, and 

governance) proxy proposals. ESG proxy proposals generally seek 

to require a company to make investment or engage in activities 

for the benefit of stakeholders, with the cost of the activity funded 

by shareholders. Examples of ESG proposals include those that 

would require companies to reduce Scope 3 carbon emissions, 

report on gender pay gaps, report on the use of child labor in supply 

chains, and conduct racial equity audits. Whereas a decade ago, 

proposals such as these rarely received majority support, recent 

years have witnessed a surge in average support and number of 

proposals passing. According to data from ISS, average support 

for environmental and social shareholder-sponsored proxy 

proposals among S&P 500 companies increased from 18 percent 

in 2012 to 35 percent in 2021, while the number of proposals 

passed increased from 0 to 28.2 Large institutional investors have 

played a critical part in these outcomes because of the size of their 

ownership positions.3 A decade ago, major institutional investors 

rarely voted in favor of environmental and social proposals, but 

many have since adopted guidelines that are generally supportive 

of ESG.4 

	 The financial benefits of ESG, however, are not clearly 

established by the research literature. Various studies find that ESG 

increases, decreases, or has no discernable impact on corporate 

performance or stock-price returns.5 In aggregate they provide no 

clear direction to inform institutional investor voting. As a result, 

institutional investors make their own assessment in determining 

how to vote on proposals.6 To support an environmental or social 

proposal, they must determine that doing so is in the financial

interest of their investor base or that their investor base supports 

ESG without a view to its financial impact.

	 Investor bases, however, are not homogenous in their views 

or objectives. They include individuals across age, wealth, 

and other demographic variables who might have different 

investment horizons, return objectives, and risk tolerances. While 

considerable research has documented that younger investors are 

significant drivers of ESG, less research has explored the views of 

older investors or those with little in terms of retirement savings.7 

	 In this Closer Look, we examine individual investor perception 

of ESG to gauge their concern for environmental and social 

issues, their view of whether fund managers should use their 

voting power to influence ESG practices, and their willingness 

to sacrifice return in the advancement of ESG objectives. We 

find that investors are not homogenous in their viewpoints and 

demonstrate significant divergence based on age and wealth, with 

the most vulnerable investors—those who are older and those with 

low levels of savings—largely opposed to ESG and unwilling to 

risk their assets to advance these objectives, in contrast to younger, 

wealthy investors who are much more supportive and willing to 

forfeit returns. Significant differences in perception of ESG also 

exist within and across fund companies. The results suggest that 

fund managers should consider the various viewpoints of their 

investor base and potentially split their votes on controversial 

proposals to reflect the divergent interests of beneficial owners.

Individual Investor Views of ESG

In summer 2022, the Rock Center for Corporate Governance, 

the Hoover Institution at Stanford University, and the Stanford 

Graduate School of Business jointly surveyed 2,470 individual 

investors, widely distributed by geography, age, wealth, race, and 

gender.8 

	 Respondents have average (median) investments worth 

$198,900 ($125,000) held across retirement and taxable accounts. 

The wealth levels of respondents are fairly evenly distributed 
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with 33 percent having total investments less than $50,000, 38 

percent between $50,000 and $250,000, and 30 percent greater 

than $250,000. Their money is invested through mutual funds 

and exchange-traded funds offered by Fidelity (47 percent 

of respondents), American Funds (40 percent), Vanguard (31 

percent), Invesco (18 percent), BlackRock/iShares (16 percent), 

State Street/SPDRs (16 percent), and other fund companies (22 

percent—see Exhibit 1). 

	 We group investors by age, with “young investors” (Millennials 

and Generation Z) defined as those aged 18 to 41 years old, and 

“older investors” (Baby Boomers and older) defined as those 58 

years and older. Generation X investors are 42 to 57 years old.

Concern for Social and Environmental Issues by Age

Survey responses highlight considerable differences in views 

on ESG based on age. For example, while 70 percent of young 

investors say they are very concerned about environmental issues 

(such as carbon emissions goals and renewable energy sourcing), 

only 35 percent of older investors say the same. Most older 

investors (65 percent) have low concern for environmental issues.  

Similar patterns are exhibited with social issues, with 65 percent 

of young investors saying they are very concerned about social 

issues (such as workplace diversity, income inequality, and 

workplace conditions), compared with only 30 percent of older 

investors. 

	 Younger investors also profess to have more concern for 

governance issues (such as CEO also serving as board chair, 

independence of the board, and board members not overly busy in 

terms of outside obligations), with 64 percent saying they are very 

concerned about governance, compared with only 28 percent of 

older investors.

	 Older investors are also much less willing to see the investment 

company that purchases stocks for them through mutual funds 

or exchange-traded funds use their size and voting power to 

influence the environmental practices of companies. Less than 

half (42 percent) say it is extremely or very important to them 

that they influence environmental practices, compared with 79 

percent of younger investors. Older investors also do not want 

to see investment companies advocate for social (36 percent) or 

governance (34 percent) issues.

	 Older investors are even less willing to lose money as a result of 

how their fund manager vote regarding ESG. Only 35 percent of 

older investors want their fund manager to use its voting power to 

influence environmental practices if doing so were to decrease the 

value of their investment. Even fewer want their fund manager to 

influence social policies (29 percent) or governance practices (26 

percent) if doing so were to lead to a loss of wealth (see Exhibit 2).

	 These responses underscore the importance of economic 

analysis in determining how to vote on ESG-related proxy 

proposals, with older investors in particular unwilling to bear 

financial loss as a result of ESG.

.

Concern for ESG by Investment Company

The survey data also demonstrates differences in views on 

ESG across investment fund companies. For example, we find 

that investors in funds offered by State Street and Invesco have 

nearly twice the net concern level for environmental issues than 

investors in funds offered by Fidelity. (Net concern is calculated as 

the percentage of investors responding they are “very concerned” 

minus those who are only “somewhat or not concerned.”). 

Investors in funds offered by Capital Group (American Funds), 

BlackRock, and Vanguard fall in the middle in terms of concern.

	 Similar patterns show up with regard to social and governance 

issues, with investors in funds offered by State Street having twice 

the net concern level compared with investors in Vanguard and 

Fidelity Funds.

	 Investors who do not use any of these fund companies have 

very different profiles from those who do invest through these 

fund companies. By a wide margin, investors who do not use 

these fund companies have significantly lower concern levels for 

environmental, social, and governance issues than investors who 

do use these fund companies (see Exhibit 3). 

	 The data shows that investors select into funds based in part 

on perceptions of the stances those funds have on ESG-related 

issues. The data also suggests that investor preferences for ESG-

related issues are not homogenous and vary across funds and fund 

families.9 

Willingness to Pay for ESG by Age and Wealth

Next, we consider the extent to which investors are willing to 

trade off investment returns to improve the environmental, social, 

and governance practices of companies they are invested in.

	 We find significant differences based on age. Older investors 

are overwhelmingly opposed to the idea of forfeiting investment 

return to advance ESG objectives. When presented with a list 

of potential ESG initiatives, the vast majority of older investors 

(between 86 percent and 91 percent, depending on the issue) say 

they do not want to forfeit any return or only a trivial amount 

of money (between 1 and 5 percent) to bring about the proposed 

change. By contrast, most young investors claim to be willing to 

give up moderate (between 5 and 15 percent) or large amounts 

(over 15 percent) to bring about environmental, social, and 

governance changes. Examples include the following:
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•	 Carbon emission reductions. 86 percent of older investors 

do not want to forfeit any of their retirement savings or only 

a trivial amount to have the companies they are invested in 

change from industry-standard carbon emission levels to a 

“net zero” by 2050. This compares with 64 percent of young 

investors who would pay moderate or large amounts.

•	 Workplace diversity. 91 percent of older investors do not 

want to forfeit any savings or only a trivial amount to have the 

companies they are invested in change from industry-average 

levels of gender and racial diversity to mirror the diversity 

levels of the general population. Two thirds (62 percent) of 

young investors would give up moderate or large amounts to 

increase diversity, while only one third (38 percent) would give 

up nothing or close to nothing.

•	 Labor working conditions. 88 percent of older investors 

do not want to give up meaningful investment amounts 

to have the companies they are invested in be required to 

provide healthcare coverage for domestic partners, parental 

leave, onsite daycare, flexible work hours to all employees. 

By contrast, 62 percent of younger investors would give up 

moderate or large returns to see these policies adopted (see 

Exhibit 4).

Next, we test how perceptions vary with current wealth levels. 

While we might expect that an investor’s willingness to forfeit 

returns is related to their current levels of savings, we find that 

this is not uniformly true. While young and middle-aged investor 

preferences do vary with wealth, the preferences of older investors 

do not. 

	 Specifically, we find that older investors with very modest 

savings (less than $50,000) are almost equally opposed to the idea 

of forfeiting investment savings to advance environmental, social, 

and governance initiatives in their investment portfolio as are 

older investors with very large savings (over $250,000). Across 

all issues and wealth levels, we find that older investors would be 

willing to give up only around 2 percent of their wealth to support 

ESG.

	 This is not the case for younger investors. While younger 

investors are willing to give up more than older investors, their 

willingness to pay falls precipitously with decreasing wealth. 

On average, younger investors with large levels of wealth (over 

$250,000) say they would give up approximately 14 percent of 

their wealth to advance ESG issues, while those with modest 

savings (less than $50,000) would only give up 5 or 6 percent (see 

Exhibit 5). 

	 This underscores that young investors, and in particular 

young wealthy investors, are the primary driver of ESG. Aside 

from ideological preferences, the willingness of this demographic 

to forfeit such large levels of wealth might be due to the fact that 

they have accumulated large investment balances early in their 

lives or a recognition that they are most exposed to the long-term 

cost of environmental or social failure. It might also be driven by 

unrealistic expectations for future market returns.10 

Willingness to Pay for ESG Across Fund Companies

We see that investors across various fund companies exhibit 

very different attitudes toward their willingness to pay for ESG. 

A significant percentage of investors in Fidelity and Vanguard 

funds (between 40 and 45 percent, depending on the issue) are 

not willing to forfeit meaningful amounts of money to improve 

environmental, social, and governance practices. Sizeable 

minorities within the investment bases of American Funds and 

BlackRock (25 to 30 percent) are similarly unwilling to give up 

meaningful savings. By contrast, investors in funds offered by 

State Street and Invesco claim to have a much greater willingness 

to forfeit savings to advance ESG (see Exhibit 6).

	 Finally, investors across all demographics believe that fund 

managers should take into account their personal views when the 

manager uses their shares to vote on environmental, social, and 

governance issues. 83 percent of investors hold this view, which 

does not vary significantly by age or wealth.

Conclusion

Overall, these survey results demonstrate distinct differences in 

preferences for ESG across age ranges. This includes differences 

in concern for environmental, social, and governance issues, in 

support for fund companies’ use of an investor’s shares to advance 

these issues, and in willingness to forfeit investment balances or 

future returns to promote ESG. While age is a significant driver 

of these differences, so is wealth—with older investors and 

investors with the least savings most opposed to the concept of 

forfeiting retirement savings to advance environmental, social, 

and governance causes.

	 Survey results also demonstrate significant variations across 

investment companies. Investors clearly select into funds in 

part based on their views of the stances those fund managers 

take with regard to ESG advocacy. Even within funds, however, 

heterogeneity of preferences can be observed. Nevertheless, 

shareholders across all demographic groups express a desire that 

their fund managers vote their shares in accordance with their (the 

investor’s) personal views. These results suggest that in situations 

where the fund manager does not have a definite view on the 

economic benefits of shareholder-sponsored proxy proposals, the 

institutional investor might decide to split its votes to reflect the 
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divergent preferences of its shareholder base. For example, a fund 

whose shareholders are divided 70 percent to 30 percent with 

regard to a specific topic might choose to allocate its votes on a 

70/30 basis to reflect the views of its investors.

Why This Matters

1.	 In recent years, institutional investors have played an 

increasingly important role in deciding the outcome 

of shareholder-sponsored proxy proposals regarding 

environmental, social, and other stakeholder-related activity. 

Rigorous empirical research, however, does not provide clear 

evidence on the economic impact of ESG-related activities. 

How do fund managers determine how to vote shares? How 

rigorous is their evaluation of the financial impact of these 

activities on the company and its shareholders? Are their votes 

based on rigorous analysis or educated guesses? 

2.	 The survey results in this Closer Look suggest that demographic 

groups express very different willingness to pay for ESG 

activities. Younger investors, and specifically young investors 

with large wealth, profess to be willing to forego substantial 

savings (in excess of 15 percent of their wealth) to advance 

environmental, social, and governance causes. By contrast, 

older investors and investors with the lowest levels of savings 

are opposed to the idea of forfeiting any amount. How do fund 

managers balance the conflicting interests of their investor 

base when deciding how to vote? 

3.	 A hallmark of effective corporate governance is the protection 

of minority interests from potential abuse by majority 

owners. Would split voting improve mutual fund governance 

by protecting the interest of minority voters—whether that 

minority is in favor of or opposed to ESG? 
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Exhibit 1 — Descriptive Data: Wealth and Fund Ownership

Source: Rock Center for Corporate Governance at Stanford University, Hoover Institution at Stanford University, and Stanford Graduate School of Business, 
“2022 Survey of Investors, Retirement Savings, and ESG,” (2022).

Approximately how much money in total do you have invested in the stock market, across all of your 
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Exhibit 2 — Investor Concern for Environmental and Social Issues, by Age

How concerned are you about:
•	 environmental issues (e.g., carbon emissions goals, renewable energy sourcing)?

•	 social issues (e.g., workplace diversity, income inequality, workplace conditions)?

•	 governance issues (e.g., CEO also serving as board chair, independence of the board, and board members 

not overly busy in terms of outside obligations)?
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Exhibit 2 — continued

How important is it to you that an investment company that purchases stocks for you (through a mutual 
fund or ETF) uses its size and voting power to influence the environmental, social, and governance 
practices of the companies it invests in for you?
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Exhibit 2 — continued

Source: Rock Center for Corporate Governance at Stanford University, Hoover Institution at Stanford University, and Stanford Graduate School of Business, 
“2022 Survey of Investors, Retirement Savings, and ESG,” (2022).

Should the investment company use its size and power to influence the environmental, social, and 
governance practices of these companies, if doing so decreases the value of your investment?
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Exhibit 3 — net concern for Environmental, social, and governance issues, by fund company

* Net concern is calculated as percentage of respondents “very concern” minus those “somewhat or not concerned.”
Source: Rock Center for Corporate Governance at Stanford University, Hoover Institution at Stanford University, and Stanford Graduate School of Business, 
“2022 Survey of Investors, Retirement Savings, and ESG,” (2022).
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Exhibit 4 — willingness to lose money to support esg, by age (selected issues)

Carbon emissions
Assume you have retirement savings of $100,000. How much would you be willing to lose in retirement savings to have the 

companies you are invested in change from industry-standard carbon emission levels to a “net zero” by 2050?

86%

57%

34%

9%

19%

30%

5%

24%

36%

0% 20% 40% 60% 80% 100%

Baby Boomer and older

Generation X

Millennial and Gen Z

None or trivial amount (less than 5%) Moderate amount (6% to 10%)

Large amount (more than 11%)

Workplace diversity
Assume you have retirement savings of $100,000. How much would you be willing to lose in retirement savings to have 

the companies you are invested in change from industry-average levels of gender and racial diversity to mirror the diversity 

levels of the general population?

91%

63%

38%
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Exhibit 4 — continued

Note: Exhibit presents data for 4 of 9 issues. For more data, see the full report.
Source: Rock Center for Corporate Governance at Stanford University, Hoover Institution at Stanford University, and Stanford Graduate School of Business, 
“2022 Survey of Investors, Retirement Savings, and ESG,” (2022).

Labor working conditions
Assume you have retirement savings of $100,000. How much would you be willing to lose in retirement savings to have 

the companies you are invested in be required to provide the following to all employees: healthcare coverage for domestic 

partners, parental leave, onsite daycare, flexible work hours?

88%

61%

38%

8%

19%

27%

4%

21%

36%

0% 20% 40% 60% 80% 100%

Baby Boomer and older

Generation X
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None or trivial amount (less than 5%) Moderate amount (6% to 10%)

Large amount (more than 11%)

CEO also chairman of the board
Assume you have retirement savings of $100,000. How much would you be willing to lose in retirement savings to have the 

companies you are invested in be required to separate the chairman and CEO roles?
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65%

40%

4%
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26%
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34%

0% 20% 40% 60% 80% 100%
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Exhibit 5 — Average percentage of wealth willing to lose to support esg, by wealth and age (selected issues)

Note: Exhibit presents data for 3 of 9 issues. For more data, see the full report. 
Source: Rock Center for Corporate Governance at Stanford University, Hoover Institution at Stanford University, and Stanford Graduate School of Business, 
“2022 Survey of Investors, Retirement Savings, and ESG,” (2022).
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Exhibit 6 — willingness to lose money to support esg, by fund company (selected issues)

Note: Exhibit presents data for 3 of 9 issues. For more data, see the full report. 
Source: Rock Center for Corporate Governance at Stanford University, Hoover Institution at Stanford University, and Stanford Graduate School of Business, 
“2022 Survey of Investors, Retirement Savings, and ESG,” (2022).
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