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Motivation: Application of Different Materiality Approaches 

SEC > Financial Materiality EU > Double Materiality
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The Concept of Materiality in Sustainability Reporting

 Materiality in general:
“a substantial likelihood that the disclosure of the omitted fact would have been viewed by the reasonable investor as 
having significantly altered the ‘total mix’ of the information made available” 
(U.S. Supreme Court, TSC Industries, Inc. v. Northway, Inc., 1976)

 Materiality is also applicable to corporate sustainability (CS) issues:
 Christensen et al. (2021)

 Bochkay et al. (2023)

 Financial vs double materiality

Outside-in 
perspective

Inside-out 
perspective
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What are the SASB standards and what is the SASB Materiality Map®?

Sustainability Accounting Standards Board (SASB) Materiality Map®
 5 Dimensions (Environment, Social Capital, Human Capital, 

Business Model & Innovation, Leadership & Governance)
 26 General Issue Categories (GIC)
 11 Sectors and 77 Sub-sectors
 Focus on financial material issues (outside-in perspective)
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Related Literature and Research Gap

 Typically conducted in single-country settings where a 
disclosure mandate is introduced and focused on 
specific sustainability topics, e.g.:

1. Greenhouse gas (GHG) emissions 
(e.g., Downar et al. 2021, UK Companies Act 
2006 Regulations 2013)

2. Workforce accidents 
(e.g., Christensen et al. 2017, Section 1503 of the 
Dodd-Frank Act “Mine Safety”)

 Fiechter et al. (2022, JAR) expand the single country and 
single sustainability issue scope

Real Effects (of Sustainability Reporting)

 Stock price informativeness (Grewal et al., 2021) 
 Earning calls (Bochkay et al., 2021),
 Investors‘ reweighting of (im)material ESG issues 

(Spandel et al. 2022)

SASB Studies

 However, these studies do not answer whether materiality disclosure standards also entail real effects (i.e., positive 
impacts on the environment and society)

Research gap: There is a need to study how market-wide materiality standards affect companies’
management of sustainability issues and whether this effect translates into real effects 
(for the environment and society; i.e., the outside-in perspective)
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Hypothesis Development

Hypothesis 1: 
Firms’ sustainability performance on material topics improves after the release of the 
SASB standards.

SASB 
standards 
publication

Standards 
validity for and 

usability by 
investors

Managers are 
aware of SASB 

standards’ validity 
and usability

Positive 
material 

real effects

Resource 
allocation based 

on SASB

Negative 
immaterial 
real effects

Hypothesis 2: 
Firms’ sustainability performance on immaterial topics declines after the release of the SASB 
standards.

Different 
definitions of 
materiality

Unified 
definition of 
materiality

SASB 
standard 
release
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Data and Empirical Design

Dependent variable – How to measure real effects?
 RepRisk Index (RRI)

 Rules-based methodology: the scores are updated daily by screening over 100,000 public sources (e.g., print 
and online media, newsletters, and government bodies) in 23 languages

 RRI covers 28 ESG issues spanning over the ESG pillars 

 Each incident is evaluated based on three parameters: severity, reach, and novelty

 RRI is a score that ranges from zero to 100, where zero is the best possible performance (i.e., there were no 
ESG incidents for a respective firm) while 100 is the worst (i.e., current and severe incidents with far reach).

 RRI is alignable to the SASB Standards

We can observe (SASB) material and immaterial RRIs (i.e., ESG incidents)

https://www.reprisk.com/lab/jn/esg-score.html

„Dieselgate“
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Data and Empirical Design

Data source
 1,691,475 daily RepRisk ESG incidents observations, thereof 73,950 ESG incidents for 797 large U.S. 

firms (2007-2020)
 Table 1 is based on 

monthly data

 Example RRESG score:

Assume two incidents are reported for a firm
in the Apparel, Accessories & Footwear
industry. One incident is in the category
Local Pollution (e.g., the production site of
the firm is polluting a nearby lake); the other
is in the category Product Quality (e.g., toxic
fibers are used in the production process).
Based on the RepRisk parameters of
severity, reach, and novelty9, the lake
incident score is 19, and the toxic fibers
incident score is 27. Given that the Product
Quality topic is material according to the
SASB standards in the Apparel, Accessories
& Footwear industry, whereas the Water
Quality topic is immaterial, the RRESG,
matRRESG, and immatRRESG scores are
46, 27, and 19, respectively.
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Data and Empirical Design

Event study (quasi-natural experiment)
 We exploit the staggered release of the SASB standards as an exogenous shock to conduct a quasi-natural 

experiment (Grewal et al. 2021)
 However, (dynamic) two-way fixed effects DiD regressions are problematic here:

 all firms are treated (no never-treated firms) and 
 “bad comparison” problem (Callaway and Sant’Anna, 2021; Goodman-Bacon, 2021) 

 We use Callaway and Sant’Anna (2021) method  allows for heterogeneity in the average effect for the 
treated units across industries and over time:

 ATT(g,t) is the average effect of treated group g in time t

 Gg is a binary variable, which equals 1 if the g is treaded at time t

 𝑌 (𝑔) is the respective outcome variable (i.e., material or immaterial RepRisk ESG score) for each unit in group g at t
 𝑌 (0) is the not yet treated unit’s potential outcome at t
 We can look at different exposure lengths (e.g., 5 or 10 months after a specific SASB standard publication, but are 

especially interested in the average overall treatment effect
 We use “doubly robust” estimation procedure conditioned on the covariates stored in the vector of controls, Xi

 Xi includes time varying controls at the firm level (Total Assets, ROA, Sales Growth, Inst. Ownership)
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Results

 Treated firms reduce their material negative sustainability incidents (matRRESG), i.e., increase 
material sustainability performance four years after the SASB standard releases (Support for H1).
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Results

 However, immaterial negative sustainability incidents (immatRRESG) increases over the same 
period, i.e., sustainability performance focusing on immaterial topics decreases (Support for H2).
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Results

 Treated firms reduce their material RRESG (matRRESG) four years after the SASB publication
 However, immaterial RRESG (immatRRESG) increases over the same period



p. 11Real Effects of Sustainability Disclosure Standards | Goettsche, Griffin, Habermann, Schiemann, Spandel

Additional Analyses – Mechanism I

 Do firms change their internal sustainability policies after SASB standard releases?
 Pressure would be especially high for firms with matRRESG (or immatRRESG) below the industry 

median (Fiechter et al. 2022)  high-exposure firms

 Outcome = Refinitiv 
material and immaterial
ESG Policy Score

 Mechanism = 1 if pre-SASB
(mat and immat)RRESG is
below sector median
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Additional Analyses – Mechanism II

 Does shareholder pressure on sustainability issues lead to firm reactions?
 Shareholder activism increases managers’ awareness of sustainability topics and related threats and 

opportunities 
(Cunat et al., 2012; Diaz-Rainey et al., 2023; Dimson et al., 2015; Flammer et al., 2021)

 Outcome = matRRESG or immatRRESG
 Mechanism = 1 if pre-SASB at least one

ESG shareholder proposal was filed at
the last AGM before the respective 
SASB standard release
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Additional Analyses – Mechanism III

 Does sustainability-linked compensation drive our main results?
 Conflicting recent findings in Cohen et al. (2023), who find a positive effect of linked-compensation 

on sustainability performance and Bebchuk and Tallarita (2023, p. 37) who state: “the use of these 
[sustainability-linked compensation] metrics could well ultimately hurt, not serve, aggregate 
stakeholder welfare”.

 Outcome = matRRESG and immatRRESG
 Mechanism = 1 if a firm initiated a 

compensation plan in one of the four
years after SASB standard release

 In our main sample, sustainability-linke compensation decrease matRRESG
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Additional Analyses – Mechanism III

 Does sustainability-linked compensation lead to stronger firm reactions?
 Following Bebchuk & Tallarita (2023), we focus on S&P 100 firms and use the hand-collected 

compensation data provided in their paper

 Outcome = matRRESG and immatRRESG
 Mechanism = 1 if a S&P 100 firm 

initiated a compensation plan 
in one of the four years after 
SASB standard release

 Our results build a bridge between Bebchuk & Tallarita (2023) and Cohen et al. (2023) as we show 
that the effect of sustainability-linked compensation resides mostly in material sustainability 
performance, and that firms’ non-investor stakeholders bear the costs
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Besides our contribution to academic literature, we see important implications for regulators/policy 
makers:

Static (single) materiality classifications (outside-in perspective) designed for investors may harm 
other stakeholder groups such as those with non-pecuniary interests in the firm.

In other words:
Financial materiality (e.g., as conducted by the SEC, and now by ISSB) is not enough to solve current 
global challenges (e.g., climate crisis, poverty, and inequality).

Conclusion
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Thank you very much for your attention!

Your questions and 
comments are very welcome!

You can find the 
paper here!




