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• The Biden administration is addressing 
climate issues on a number of fronts.

• The proposals consistently address themes of 
environmental justice and climate justice.

• Our research teams track both concepts, even 
as understanding of their materiality evolves.

Breckinridge investment team members explored 
prospects for legislation and regulation related 
to key Biden administration environmental- and 
climate-related initiatives in Breckinridge’s 
spring ESG Newsletter. In this issue, members 
of our credit research teams discuss concepts of 
environmental justice (EJ) and climate justice (CJ) 
that are integrated in the administration’s efforts. 
Participants included Co-Heads, Research, 
Nicholas Elfner and Adam Stern, Director, ESG 
Research, Robert Fernandez, and Director, 
Municipal Research, Andrew Teras.
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Justice Concepts Integrated in Administration’s Environmental and Climate Initiatives

Rob: The Biden Administration’s climate 
initiatives remain front and center on the 
policymaking front. The announcements 
consistently address EJ and CJ. I sometimes 
wonder if market participants are familiar 
with those concepts.

Andrew: The trend continued on May 24, 
2021. Ahead of the summer hurricane 
and wildfire season, the administration is 
doubling spending to help communities 
mitigate summer hurricane and wildfire 
risks. The announcement noted that the 
money would help communities, “including 
those too often overlooked.”

Nick: Comments from the President 
and cabinet members acknowledge 
research that shows not all people bear 
an equal amount of the burden posed 
by environmental concerns and climate 
change. The majority of the impacts are felt 
in vulnerable communities. It may be worth 
reviewing the terms.

Adam: The Environmental Protection Agency 
(EPA) defines EJ as the fair treatment 
and meaningful involvement of all people 
regardless of race, color, national origin, 
or income when it comes to developing, 
implementing, and enforcing environmental 
laws, regulations, and policies.

The EPA has had an office of Environmental 
Justice since the early 1990s.

Climate Justice is a kind of subset of EJ. 
It’s concerned with local climate impacts, 
particularly as they relate to traditionally 
vulnerable or marginalized groups living 
in specific areas, and the importance of 
community voice.

Rob: EJ and CJ both begin from the ideas 
that not all people are equally impacted 
by environmental and climate concerns, 
including climate change, urban heat 
islands, extreme weather events, poor air 
or lack of water or poor water quality due 
pollution or deteriorating infrastructure.

Andrew: I am often asked by investors 
for examples that illustrate inequity in 
the impact of environmental and climate 
issues within the context of infrastructure. 

I point to incidents like the contaminated 
water crisis in Flint, Michigan, where the 
population was predominantly minority and 
40 percent poor.

Nick: Examples of inequity also are 
ingrained in the growth of industry in the 
country. USA Today recently published 
a report discussing a region along the 
Mississippi River in Louisiana where 
petrochemical plants are located. The 
population is largely Black, and the area is 
colloquially known as Cancer Alley.

Rob: These examples and others like them 
are the consequence of longstanding issues 
that frequently were shaped by historical 
conditions like redlining or economic 
development projects that had negative 
outcomes for the people who live in the area.

Adam: We’re starting to see more 
municipalities and corporations trying to 
address these types of issues under the 
umbrella of more equitable and inclusive 
growth. For example, anecdotally, more 
water utilities are inching toward income-
support programs for rising utility bills. 
More cities are considering greening efforts. 
That can mean more trees or park space 
in more neighborhoods, which tend to be 
associated with less asthma, lower stress 
levels, and lower temperatures. Sometimes, 
communities are issuing debt to fund these 
strategies, whether directly or indirectly. 

Whether these efforts materiality impact 
credit quality remains an open question 
and is one that is unlikely to be answered 
anytime soon. 

For example, one issue is whether 
remediating EJ issues will make these 
communities sufficiently more competitive, 
regardless of the moral issues involved. For 
every community that opts to address EJ 
issues, there’s another that attracts capital 
and business growth by largely ignoring 
them. Washoe County, NV, is nice example. 
That area is growing rapidly thanks to an 
extremely light-touch regulatory and tax 
environment. Washoe County can easily 
avoid the deliberation and equal-access 
requirements that characterize good EJ-
focused economic development planning. 
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So, it may turn out that addressing EJ issues are necessary, 
but not sufficient, to promote long-term credit health. 

Andrew: The Biden administration is proposing a wide range 
of infrastructure projects that can help mitigate or reverse 
negative effects of environmental concerns on cities, regions, 
and people. Its announcements suggest that it would 
approach these projects, if approved, with an eye to address 
the historic inequities that are contemplated in the EJ and CJ 
concepts. 

(See list of announcements and initiatives accompanying this 
article for examples.)

Nick: Governmental agencies are reporting on their 
approach to justice concepts. The Department of 
Transportation has established an equity council. The 
Department of Energy website describes tactics for 
implementing EJ, including community engagement 
initiatives and efforts to deliver resources to overburdened, 
underserved, and economically distressed communities. The 
EPA established an Office of Environmental Justice.

Rob: For Breckinridge, as we consider investments in 
municipalities and businesses, but, to your point Adam, 
clients want to understand if and how these types of 
issues are material to our investment process.

Adam: Right. One way to think about it, purely from a 
credit standpoint, is that it makes sense to be exploring the 
questions around EJ. First, communities think these issues 
are important, and some are spending scarce resources on 
them. So, investors need to be aware of them, as well. Second, 
I think it is intuitive that addressing the health of a population 
could lead to more sustainable and resilient communities, 
over time. We integrate these kinds of considerations in our 
city/county frameworks.

In this context, the administration’s infrastructure proposals 
could help some communities, over the long term. But again, 
we don’t really know yet. As an initial matter, any new federal 
support will need to be spent on the right priorities and 
projects. 

Nick: Industry is a key player. We assess the environmental 
and climate-related initiatives of companies in our 
environmental, social and governance analysis and in 
our engagement meetings with corporate managements. 
Those companies that publish corporate sustainability 
reports often document these efforts and their progress. 
Companies that work within their communities to ensure 
that all voices are heard, and inequities are addressed 
or avoided often are building more sustainable business 
models.

Andrew: For businesses and municipalities, EJ and CJ 
principles can be achieved when stakeholders make them 
a priority in ways that are economically and operationally 
feasible.
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• The proposal includes funding for retrofitting buildings, safety improvements, and 
low-income and tribal groups, as well as $100 billion for schools and education 
infrastructure.

• The plan also includes $200 billion for housing infrastructure, including $100 billion to 
expand the supply of housing for low-income Americans.

• For the first time in federal policy, the President’s executive order on climate pairs 
leaking greenhouse gases with the creation of new jobs for energy workers and people 
who live in heavily polluted neighborhoods.

• The order proposes to “create well-paying union jobs and more opportunities for 
women and people of color in hard-hit communities, including rural communities, while 
reducing methane emissions, oil and brine leaks, and other environmental harms from 
tens of thousands of former mining and well sites.”

• Biden $621 billion infrastructure plan to redress “historic inequities.”
• The Department of Transportation (DOT) convened its first equity task force meeting.”
• DOT and other agencies are beginning to use tools that the administration is developing 

as part of Justice40 — Biden’s proposal to allocate 40 percent of investments in clean 
energy, transit, and other climate-related funding to underrepresented communities.

• The plan also identifies racial justice components for work on water systems and job 
creation.

• The proposal calls for removing all lead pipes and service lines for drinking water. The 
President plans to highlight Pittsburgh’s struggles with water contamination when 
unveiling the package.

• Track how funding materializes in hot spots — places such as Cancer Alley in Louisiana; 
Institute, W.Va.; Manchester, Texas; Indigenous villages in Alaska; and the Black Belt 
region in the South.

• Ensuring that environmental justice considerations feature centrally in programs, 
policies, and activities, given disproportionate that climate change has on disadvantaged 
communities.

• Understanding and mitigating the risks that climate change poses to the stability of the 
U.S. and global financial system and economy.

• President Biden’s climate finance executive order directs federal agencies to consider 
climate risks to the financial system and directs resources to developing countries to 
help them reduce greenhouse gas emissions and address climate change.

News Reports Highlight Role of Climate, Environmental Justice

As reported since President Joseph Biden assumed office in January 2021, climate change, environmental justice and 
climate justice are consistent themes in administration’s policymaking across a range of government departments. A few 
examples excerpted from reports are included below.

The Washington Post 
March 22, 2021

EarthBeat
March 24, 2021

E&E News 
March 31, 2021

Department of the 
Treasury release 
April 19, 2021

P&I Online 
April 22, 2021

https://www.washingtonpost.com/us-policy/2021/03/22/infrastructure-biden-drug-reform/
https://www.ncronline.org/news/earthbeat/what-biden-s-climate-justice-pledge-leaking-oil-wells-means
https://www.eenews.net/stories/1063728923
https://home.treasury.gov/news/press-releases/jy0134
https://home.treasury.gov/news/press-releases/jy0134
https://www.pionline.com/esg/white-house-sets-ambitious-goal-greenhouse-gas-emissions-2030
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DISCLAIMER: This material provides general and/or educational information and should not be construed as a solicitation or offer of Breckinridge services or 
products or as legal, tax or investment advice. The content is current as of the time of writing or as designated within the material. All information, including 
the opinions and views of Breckinridge, is subject to change without notice. 
There is no assurance that any estimate, target, projection or forward-looking statement (collectively, “estimates”) included in this material will be accurate or 
prove to be profitable; actual results may differ substantially. Breckinridge estimates are based on Breckinridge’s research, analysis and assumptions. Other 
events that were not considered in formulating such projections could occur and may significantly affect the outcome, returns or performance.
Not all securities or issuers mentioned represent holdings in client portfolios. Some securities have been provided for illustrative purposes only and should not 
be construed as investment recommendations. Any illustrative engagement or ESG analysis examples are intended to demonstrate Breckinridge’s research 
and investment process. 
Past performance is not a guarantee of future results. Breckinridge makes no assurances, warranties or representations that any strategies described herein will 
meet their investment objectives or incur any profits. Any index results shown are for illustrative purposes and do not represent the performance of any specific 
investment. Indices are unmanaged and investors cannot directly invest in them. They do not reflect any management, custody, transaction or other expenses, 
and generally assume reinvestment of dividends, income and capital gains. Performance of indices may be more or less volatile than any investment strategy.
Performance results for Breckinridge’s investment strategies include the reinvestment of interest and any other earnings, but do not reflect any brokerage 
or trading costs a client would have paid. Results may not reflect the impact that any material market or economic factors would have had on the accounts 
during the time period. Due to differences in client restrictions, objectives, cash flows, and other such factors, individual client account performance may differ 
substantially from the performance presented.
All investments involve risk, including loss of principal. Diversification cannot assure a profit or protect against loss. Fixed income investments have varying 
degrees of credit risk, interest rate risk, default risk, and prepayment and extension risk. In general, bond prices rise when interest rates fall and vice versa. 
This effect is usually more pronounced for longer-term securities. Income from municipal bonds can be declared taxable because of unfavorable changes in 
tax laws, adverse interpretations by the IRS or state tax authorities, or noncompliant conduct of a bond issuer.
Breckinridge believes that the assessment of ESG risks, including those associated with climate change, can improve overall risk analysis. When integrating 
ESG analysis with traditional financial analysis, Breckinridge’s investment team will consider ESG factors but may conclude that other attributes outweigh the 
ESG considerations when making investment decisions. 
There is no guarantee that integrating ESG analysis will improve risk-adjusted returns, lower portfolio volatility over any specific time period, or outperform 
the broader market or other strategies that do not utilize ESG analysis when selecting investments. The consideration of ESG factors may limit investment 
opportunities available to a portfolio. In addition, ESG data often lacks standardization, consistency and transparency and for certain companies such data 
may not be available, complete or accurate.
Breckinridge’s ESG analysis is based on third party data and Breckinridge analysts’ internal analysis. Analysts will review a variety of sources such as 
corporate sustainability reports, data subscriptions, and research reports to obtain available metrics for internally developed ESG frameworks. Qualitative ESG 
information is obtained from corporate sustainability reports, engagement discussion with corporate management teams, among others. A high sustainability 
rating does not mean it will be included in a portfolio, nor does it mean that a bond will provide profits or avoid losses.
The effectiveness of any tax management strategy is largely dependent on each investor’s entire tax and investment profile, including investments made 
outside of Breckinridge’s advisory services. As such, there is a risk that the strategy used to reduce the tax liability of the investor is not the most effective for 
that investor. Breckinridge is not a tax advisor and does not provide personal tax advice. Investors should consult with their tax professionals regarding tax 
strategies and associated consequences.
Federal and local tax laws can change at any time. These changes can impact tax consequences for investors, who should consult with a tax professional 
before making any decisions.
Separate accounts may not be suitable for all investors.
Some information has been taken directly from unaffiliated third-party sources. Breckinridge believes such information is reliable but does not guarantee its 
accuracy or completeness. Any third-party websites included in the content has been provided for reference only.
Certain third parties require us to include the following language when using their information:
BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg does not approve or endorse 
this material or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained 
therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages arising in connection therewith. 
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