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ABSTRACT

ESG controversies have become relevant signals in capital markets. However, controversy measurement is not strictly regulated,

and evidence on whether and under which conditions such events affect firm-level performance remains fragmented and lacks

quality appraisal. Addressing these concerns, this manuscript integrates a document-based comparative assessment of publicly

disclosed controversy methodologies used by leading ESG data providers, with a systematic review of empirical research on ESG

controversies and corporate performance. The document-based comparison shows that controversy is not a single stable con-

struct. Rather, providers differ significantly in rated object, aggregation rules, materiality perspective and time dimension. Most

empirical studies find negative market reactions and higher risk or financing costs following controversy identification. Quality

appraisal indicates that the evidence base is generally of moderate quality but unevenly reported, limiting reproducibility and

generalizability. Overall, the findings support treating ESG controversy as a consequential but methodologically heterogeneous

signal.

1 | Introduction

Environmental, social and governance (ESG) controversies
have gained increasing prominence in capital market dynamics
(Kweh et al. 2025). ESG controversies can be defined as publicly
reported events, incidents or allegations that indicate a firm's
actual or perceived involvement in activities that conflict with
environmental, social or governance norms and consequently
attract stakeholder scrutiny. They differ from ESG risk, which
concerns potential future exposure to ESG-related issues; from
corporate misconduct, which generally implies proven wrongdo-
ing; from reputational crises, which may arise as consequences
of controversies; and from poor ESG performance, which may
occur without a specific adverse event. ESG controversies are
therefore best understood as public signals of actual or perceived
ESG-related failures.

Rating agencies and specialised ESG data providers now fre-
quently complement traditional ESG performance scores with
controversy indicators intended to capture adverse incidents,
such as environmental accidents, human rights abuses, labour
disputes, corruption cases and allegations of greenwashing
(OECD 2025; Xue et al. 2023). Such events may provoke im-
mediate stakeholder responses, including investor divestment,
activist pressure, consumer backlash and intensified regula-
tory scrutiny, while also producing longer-term consequences
for firms' financing costs, litigation risk, attractiveness to tal-
ent, strategic discretion and, ultimately, corporate performance
(Bel-Oms 2024).

ESG controversies are inherently heterogeneous. They can dif-
fer in severity, verifiability, duration, stakeholder reach and the
speed with which information spreads through traditional and
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social media. For example, an environmental disaster will in-
volve immediate physical damage, fatalities and prolonged rep-
utational consequences, whereas a labour-related controversy
will raise questions of supply-chain responsibility and gener-
ate a different pattern of stakeholder and regulatory response.
Likewise, allegations of greenwashing or emissions manip-
ulation, as in the Volkswagen diesel gate scandal (European
Parliamentary Research Service 2016), may be highly salient
to investors and regulators even where the underlying harm is
mediated through issues of disclosure, compliance and public
trust rather than a single visible accident. These differences
may help explain why the implications of ESG controversies are
unlikely to be uniform across firms or contexts (Muhammad
and Tadele 2026). Consequently, empirical assessments of their
effects on corporate performance depend heavily on how con-
troversies are operationalised, the time horizon over which out-
comes are examined and the extent to which studies address
confounding factors that may shape both controversy exposure
and firm performance.

A growing body of empirical research has examined the rela-
tionship between ESG controversies and corporate performance,
yet important gaps remain in the synthesis of this literature.
Existing reviews have primarily mapped the field and identified
major research themes (Shakil 2024), but they have not system-
atically examined how ESG controversies are conceptualised
and measured across data providers, nor have they formally
appraised the quality of the empirical evidence. This omission
is particularly important because controversy indicators are
constructed using different methodological and conceptual as-
sumptions, potentially affecting the comparability of findings
across studies. Consequently, it remains unclear whether differ-
ences in reported results reflect genuine variation in the effects
of ESG controversies or inconsistencies in how controversies are
defined, measured and operationalised.

A further challenge concerns the unregulated measurement
of ESG controversies themselves. Existing studies rely on a
wide range of proxies, including provider-assigned controversy
scores (Treepongkaruna et al. 2024), media-based indicators
(Menicacci and Simoni 2024) and narrower issue-specific mea-
sures such as greenwashing (Xue et al. 2023). This diversity
limits comparability across empirical settings and complicates
attempts to synthesise findings. More broadly, the problem re-
flects the well-documented heterogeneity of ESG ratings, as
providers often diverge in their scope, measurement, weighting
and aggregation methodologies (Berg et al. 2022). Regulatory
developments have also acknowledged these concerns. In the
European Union, Regulation (EU) 2024/3005 on the transpar-
ency and integrity of ESG rating activities introduces authori-
sation, disclosure and governance requirements for ESG rating
providers under ESMA supervision, with the aim of improving
the transparency, comparability and integrity of ESG-related as-
sessments in a market frequently criticised for opacity and rat-
ings divergence.

Beyond synthesizing the literature, this manuscript contributes
to the theoretical understanding of ESG controversies by argu-
ing that they should not be treated as a single, homogeneous
construct. Drawing on a comparative analysis of leading pro-
vider methodologies, the review demonstrates that controversy

indicators embody different underlying logics, ranging from rep-
utational risk assessments to double-materiality evaluations and
ESG score-adjustment mechanisms. Consequently, empirical
studies employing ESG controversy measures may not be exam-
ining the same underlying phenomenon, despite using similar
terminology. This perspective helps explain inconsistencies in
prior findings and highlights the need for greater conceptual
precision in future theory development and empirical research.

To address these issues, the manuscript pursues two objectives.
First, it undertakes a comparative assessment of the ESG con-
troversy rating methodologies used by major agencies and data
providers. Second, it conducts a systematic review of the empir-
ical literature to critically appraise the evidence base, evaluate
the methodological strengths and limitations of existing studies
and identify priorities for future research.

2 | Methods
2.1 | ESG Controversy Methodologies

A document-based comparative design was used to assess the
ESG controversy rating methodologies associated with major
ESG data providers. The analytical framework adopted was de-
rived from the analysis conducted by Berg et al. (2022). The com-
parative assessment was guided by the following six analytical
dimensions: taxonomy, measurement, aggregation/weighting,
rated object, materiality and time dimension. Taxonomy referred
to the structure used to classify controversies; measurement to
the criteria used to identify and assess controversy cases; aggre-
gation/weighting to the procedures used to combine controversy
information into an overall rating; rated object to the primary
phenomenon being assessed; materiality to the principles used
to determine the significance of controversies; and time dimen-
sion to the rules governing controversy persistence, updates and
decay. For the rated object and materiality dimensions, classifi-
cations were based primarily on explicit descriptions contained
in provider documentation. Where providers did not use iden-
tical terminology, classifications were derived from the stated
purpose of the methodology, assessment criteria and scoring
logic described in the documentation. The analysis therefore
focused on documented methodological characteristics rather
than inferred organisational intentions.

Those dimensions were retained for comparison, but the focus
on controversy systems required extension of the framework.
Therefore, an interpretive review of provider documentation
was undertaken by two researchers to identify additional
dimensions relevant to the comparison of ESG controversy
methodologies (Bowen 2009). Where disagreements arose,
these were resolved through discussion and, where necessary,
adjudication by a third researcher. Accordingly, additional
dimensions were added to capture: rated object (i.e., the pri-
mary phenomenon being assessed, such as reputational risk
or public controversy), materiality (i.e., the principles used to
judge which controversies matter) and time dimension (i.e.,
the rules governing how long controversy effects remain in
scores). Provider documentation was independently reviewed
by two researchers using a predefined comparison frame-
work based on the six analytical dimensions examined in this
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study: taxonomy, measurement, aggregation/weighting, rated
object, materiality and time dimension. Relevant information
for each provider was extracted into a comparison table and
systematically compared across providers. Where differences
in interpretation arose, the reviewers discussed the available
evidence and sought consensus. Any disagreements that could
not be resolved through discussion were adjudicated by a third
researcher. This process was designed to improve consistency,
transparency and replicability in the comparative assessment
of ESG controversy methodologies.

Consistent with Berg et al. (2022), four providers with publicly
available and clearly defined methodologies for assessing ESG
controversies were identified and evaluated: MSCI, Morningstar
Sustainalytics, S&P Global and LSEG/Refinitiv. Provider selec-
tion was guided by two criteria: market relevance and the avail-
ability of sufficiently detailed public documentation describing
the methodology used to identify, classify and aggregate ESG
controversies. MSCI, Morningstar Sustainalytics, S&P Global
and LSEG were selected because they are among the most
widely used ESG data providers and publish methodological
documentation that permits systematic comparison. Other rel-
evant providers, including Moody's, ISS ESG and RepRisk, were
considered. However, publicly available information on their
controversy-specific methodologies was either more limited,
less directly comparable or embedded within broader ESG as-
sessment frameworks. Restricting the analysis to providers with
transparent and sufficiently detailed methodological disclosures
was therefore necessary to ensure consistency and replicability
of the comparison.

2.2 | Systematic Review Design
2.2.1 | Data Sources and Search Strategy

The review focused only on empirical quantitative studies. The
protocol for this was not registered and no ethics approval was
required due to the nature of the research. All the details re-
garding the review protocol followed can be found in the fol-
lowing sections to ensure results reproducibility. A search
strategy was developed based on a combination of keywords
structured around the two concepts of ESG controversy and cor-
porate performance following the published review protocol by
Shakil (2024). A systematic search was conducted in Scopus and
EBSCO (Supplementary information). Records published in the
English language were included until 10th March 2026. Scopus
and EBSCO were selected because they provide extensive cov-
erage of peer-reviewed journals in business, management, fi-
nance, sustainability and related social science disciplines. The
database selection was also informed by the review protocol
proposed by Shakil (2024), thereby supporting methodological
consistency with prior evidence syntheses in this field.

2.2.2 | Eligibility Criteria

Studies were eligible if they (a) were peer-reviewed empirical
journal articles, (b) operationalised ESG controversies (includ-
ing negative ESG events, corporate wrongdoing, corporate so-
cial irresponsibility, corporate misconduct, greenwashing or

comparable constructs) and (c) reported at least one firm-level
performance outcome (e.g., market-based performance, ac-
counting performance, financing outcomes, risk or reputation).
Although these constructs are not conceptually identical, they
were included only where they represented adverse ESG-related
events, allegations or behaviours consistent with the broader
controversy concept adopted in this review. Differences in op-
erationalisation were retained during data extraction and syn-
thesis, allowing variation in controversy measurement to be
considered when interpreting findings. Conceptual papers,
reviews, editorials, studies without an explicit controversy
construct and papers focusing solely on ESG performance/dis-
closure/ratings without a negative-event component or without
a firm-level outcome were therefore excluded.

2.2.3 | Study Selection

Records were merged into a single screening database and de-
duplicated using DOI where available and otherwise via nor-
malised title matching. Screening proceeded in two stages: (1)
title-and-abstract screening and (2) full-text eligibility assess-
ment. Both stages were conducted independently by the two
reviewers. Where disagreements regarding study eligibility
arose, these were resolved through discussion and, where nec-
essary, adjudication by a third reviewer. The principal reasons
for exclusion at the full-text stage were the absence of an explicit
ESG controversy construct, the lack of a firm-level performance
outcome, nonempirical study design or a primary focus on ESG
performance, disclosure or ratings without a controversy com-
ponent. A PRISMA-style flow diagram summarises the search,
screening and inclusion process for the review.

2.2.4 | Data Extraction and Quality Assessment

For each included study, data were extracted on geographic and
industry context, empirical design, ESG controversy measure(s),
corporate performance outcome(s), sample size and unit of anal-
ysis, study period and reported direction of results. The direc-
tion of findings was classified as negative, mixed or conditional
but overall adverse or null/insignificant. Extracted study char-
acteristics are reported in Table A1l. Study-level quality appraisal
results for both the JBI and STROBE assessments are reported
in Table B1.

Methodological quality was assessed using the JBI Critical
Appraisal Checklist for Analytical Cross-Sectional Studies
(Joanna Briggs Institute 2017). This checklist was used to eval-
uate clarity of inclusion criteria, description of the study set-
ting and participants, validity and reliability of exposure and
outcome measurement, use of objective measurement criteria,
identification of confounding factors, strategies used to ad-
dress confounding and appropriateness of the statistical anal-
ysis. Reporting quality was also assessed using the STROBE
checklist for observational studies (von Elm et al. 2007), which
was used to evaluate the completeness and transparency of re-
porting across the main sections of each article, with partic-
ular attention to study design, setting, participant selection,
variables, data sources and measurement, bias, study size,
statistical methods, handling of missing data, descriptive and
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outcome data, main results, limitations, generalisability and
funding. For both tools, summary scores were calculated as
the proportion of applicable items satisfied, with items rated
as not applicable excluded from the denominator. Although
both instruments were originally developed for observational
research in health-related fields, they were considered ap-
propriate for the purposes of this review because they assess
broad aspects of methodological and reporting quality that
remain relevant across empirical disciplines, including mea-
surement validity, treatment of confounding factors, transpar-
ency of reporting and analytical appropriateness. The tools
were therefore used to support structured comparison across
studies rather than to evaluate discipline-specific econometric
sophistication.

3 | Results
3.1 | ESG Controversy Methodologies

Across the agencies reviewed, ESG controversy ratings are de-
signed to convert adverse events into a comparable company-
level signal, but they differ in what they classify, how they
assess severity and how they combine incidents into an overall
rating. All major providers move beyond a simple list of inci-
dents. MSCI (2024), Morningstar Sustainalytics (2025), S&P
Global (2025) and LSEG (2022) each use formal taxonomies
and explicit rules to translate case information into a rating out-
come, but the methods remain heterogeneous (Table 1).

Morningstar Sustainalytics adopts the broadest analytical
framework, separating impact from risk and combining harm
to stakeholders or the environment with financially oriented
exposure. Its model therefore captures both external effects
and firm-level risk more clearly than the others. MSCI takes
a case-based approach, evaluating each controversy through
severity, company role and case status, with particular weight
placed on the firm's involvement and on whether the issue
remains unresolved. S&P Global follows a different route,
opening controversies through tests of significance and re-
sponsibility and then converting them into modifiers that
affect existing ESG criterion scores. LSEG relies on a more
economical method, based mainly on weighted controversy
counts across topic areas, with the resulting measure reducing
the broader ESG score. Although all four agencies quantify
controversy, they are not measuring exactly the same under-
lying construct.

Under MSCI and Sustainalytics, a worst-case logic means that
the most severe case or indicator can determine the overall com-
pany assessment, making the rating highly sensitive to a single
major event. S&P Global instead uses a cumulative multiplier
system, allowing several controversies to combine through
downward adjustments to affected criteria. LSEG is less cen-
tred on diagnosing individual events and instead integrates
controversy information into the ESG Combined score through
weighted interaction with the base ESG assessment. In this
respect, MSCI and Sustainalytics treat controversy more as a
signal with independent force, whereas S&P Global and LSEG
position it more clearly as an adjustment within a broader ESG
framework.

MSCT's methodology places particular emphasis on reputational
and brand risk associated with alleged involvement in harmful
activities, while remaining anchored in international norms.
Sustainalytics adopts the widest scope, assessing both exter-
nal impact and firm-level risk exposure. At S&P Global, the
focus remains closer to financially relevant score effects, even
though its impact assessment also refers to stakeholders and the
environment. LSEG's methodology primarily incorporates con-
troversy information through its interaction with ESG perfor-
mance measurement, using controversies mainly as a modifier
of the broader ESG assessment rather than as a standalone con-
troversy rating.

Severe controversies can remain relevant for years in MSCI's
system because active cases are monitored continuously.
Sustainalytics links the initial incident to later updates and re-
views cases periodically. S&P Global applies a formal deprecia-
tion schedule unless new information reactivates the case. LSEG
mainly links controversies to the latest closed fiscal period, with
some carry-over where legal or regulatory consequences con-
tinue. Depending on the provider, controversy may therefore be
treated as a short-term event, an ongoing risk or a reputational
issue that gradually loses force.

3.2 | Critical Appraisal of the Evidence

Following a PRISMA-guided public health review workflow,
4421 records were identified from Scopus and EBSCO, 1281
duplicates were removed, 3140 records were screened, 62 re-
ports were sought for retrieval, 61 full-text reports were as-
sessed for eligibility because one report could not be retrieved,
and 33 studies were included in the qualitative synthesis
(Figure 1).

The evidence base is mainly finance-oriented, with most stud-
ies focusing on listed firms rather than on a single industry.
Cross-industry samples make up about three quarters of the
reviewed studies, while banking and financial services repre-
sent the largest sector-specific group (Klepczarek et al. 2026;
Dou et al. 2025; Gidage et al. 2025; Agnese et al. 2024;
Mahyoub et al. 2024). The remaining studies examine
more specific settings, such as grocery retail subsidiaries
(Nuruzzaman et al. 2024), manufacturing (Yin and Xu 2025),
technology firms (Horobet et al. 2025) and supply-chain-re-
lated firms (Kweh et al. 2025). Geographically, the literature
includes both single-country and cross-country contexts,
including India (Mendiratta 2024; Mendiratta et al. 2026),
China (Ma and Ma 2025; Yin and Xu 2025), France (Brinette
et al. 2024), South Africa (Nyakurukwa and Seetharam 2023),
South Korea (Kim et al. 2025), MENA countries (Abu Khalaf
et al. 2025), Europe (Klepczarek et al. 2026; Hampl and
Vagnerova Linnertova 2024) and broader international sam-
ples (Gutknecht 2024; Frost et al. 2022; Gidage et al. 2025;
De Vincentiis 2024). Sample sizes also differ widely, rang-
ing from 20 South African listed firms (Nyakurukwa and
Seetharam 2023) and 54 Asia-Pacific banks (Mahyoub
et al. 2024) to 231 European nonfinancial firms (Hampl and
Vagnerova Linnertova 2024), 1205 firm-year observations for
French firms (Brinette et al. 2024), 5670 US firm-year observa-
tions (Mendiratta and Kumar 2025), 10,212 firms in emerging
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Reports assessed for eligibility
(n =61)

l
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(n = 33)

] [ Eligibility ] [Screening] (dentiﬁcatim}

Included
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FIGURE1 | PRISMA diagram.

markets (Brighi et al. 2025) and 15,039 firm-year observations
in Chinese manufacturing (Yin and Xu 2025). Some studies
also use event- or news-based units of analysis, most notably
111,251 news items covering 3202 firms across 20 countries
(Gutknecht 2024).

In methodological terms, the literature is dominated by general
empirical archival studies rather than clearly distinct quasi-
experimental designs. Eighteen studies (54.5%) are best classi-
fied as empirical observational analyses without a more specific
design label. Four studies (12.1%) use panel regression mod-
els (Brighi et al. 2025; Esposito De Falco et al. 2025; Yin and
Xu 2025; Mahyoub et al. 2024), five (15.2%) apply event-study
logic (Engelen et al. 2025; Gutknecht 2024; Kim et al. 2025;
Nicolas et al. 2024; De Vincentiis 2024) and three (9.1%)
use instrumental-variable or 2SLS approaches (Mendiratta
etal.2026; Treepongkarunaetal. 2024; Wu et al. 2023). One study
each uses stochastic frontier analysis (Klepczarek et al. 2026),
difference-in-differences (Dou et al. 2025) and GMM estimation
(Agnese et al. 2024). Where time periods are reported, most stud-
ies cover multiyear windows of about 6-10years, such as 2008-
2015 (Mendiratta 2024), 2012-2020 (Nuruzzaman et al. 2024),
2012-2018 (Mendiratta and Kumar 2025), 2018-2023 (Yin and

1

1 L

Records removed before screening:
Duplicate records removed (n = 1,281)
Marked ineligible by automation tools (n = 0)
Removed for other reasons (n = 0)

Records excluded
(n = 3,078)

Reports not retrieved
(n=1)

Reports excluded:
Did not meet eligibility criteria
(n =28)

Xu 2025) and 2014-2021 (Horobet et al. 2025), although some
extend much further, including 2002-2021 (Brighi et al. 2025)
and 1995-2020 (Derrien et al. 2025).

ESG controversy is most often measured through media- or news-
based negative ESG events or through vendor-based contro-
versy scores, especially Refinitiv (Mendiratta 2024; Klepczarek
et al. 2026; Abu Khalaf et al. 2025; Kim et al. 2025; Mendiratta
and Kumar 2025; Hampl and Vagnerova Linnertova 2024;
Nicolas et al. 2024). The most common outcome variables
are firm value and valuation, followed by financing costs and
accounting-based performance. Overall, the reported findings
are more often negative than neutral. Clearly negative results,
together with mixed but mainly adverse findings, make up most
of the sample, especially in studies on firm value, profitabil-
ity and financing costs (Nuruzzaman et al. 2024; Abu Khalaf
et al. 2025; Brighi et al. 2025; Ma and Ma 2025; Yin and Xu 2025;
Agnese et al. 2024; Hampl and Vagnerova Linnertova 2024;
Mahyoub et al. 2024; Horobet et al. 2025; Derrien et al. 2025).
In contrast, null or statistically insignificant findings are less
common and are more likely to appear when the effects of
controversy depend on moderators, event framing or estima-
tion choices (Engelen et al. 2025; Mendiratta 2024; Mendiratta
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and Kumar 2025; Bang et al. 2023; Hanson and Sharpe 2025;
Nyakurukwa and Seetharam 2023).

Mean JBI performance was high (84.1%), with a median of
87.5%, and 26 of the 33 reviewed studies scored at least 0.80.
Detailed study-level appraisal results are provided in Table B1.
The strongest areas relate to description of the study setting and
sample, use of established outcome measures, identification of
confounders, strategies to address confounding and the appro-
priateness of the statistical analysis. This pattern is visible in sev-
eral stronger studies, including Nuruzzaman et al. (2024), Frost
et al. (2022), Abu Khalafet al. (2025), Brighi et al. (2025), Gidage
et al. (2025), Yin and Xu (2025) and Mahyoub et al. (2024), which
combine clearly defined measures with multivariate model-
ling and sensitivity analyses. The main methodological weak-
ness concerns sample-definition criteria. Many papers rely on
large archival datasets but do not fully specify their inclusion
and exclusion rules, making JBI item 1 the least consistently
satisfied criterion. Lower overall JBI scores in studies such as
Fauser and Gruener (2020), Bang et al. (2023) and Dorfleitner
and Zhang (2024) therefore appear to reflect either limited
methodological transparency or a weaker fit between the JBI
cross-sectional checklist and some finance-oriented empirical
designs.

Mean STROBE evaluation was 77.5%, with a median of 82.8%,
indicating weaknesses in reporting quality. Although most stud-
ies report their objectives, variables, main statistical methods
and key findings reasonably well, fewer provide a clear justifica-
tion of study size, explicit treatment of missing data, participant-
flow information or a detailed discussion of generalisability and
funding. In other words, the literature is often stronger in ana-
lytical execution than in documentation. Better reporting can
be seen in studies such as Gutknecht (2024), Brighi et al. (2025),
Gidage et al. (2025), Mendiratta and Kumar (2025) and
Mahyoub et al. (2024), where the design, variables, estimation
strategy and limitations are presented relatively clearly. Weaker
reporting is more evident in studies such as Mendiratta (2024),
Fauser and Gruener (2020), Bang et al. (2023) and Dorfleitner
and Zhang (2024), where sample construction, treatment of
missing data and the limits of external validity are less clearly
reported. Overall, the appraisal suggests that this evidence base
is supported by reasonably strong quantitative analysis but
uneven reproducibility. Analytical decisions are often visible,
but reporting on sample selection, attrition, missingness and
the conditions under which findings can be generalised is less
consistent. This distinction matters because it suggests that the
main limitation of the literature is not simply weak evidence,
but incomplete reporting of how the evidence was produced and
how far it can be generalised.

4 | Discussion

This article critically assesses the rating methodologies used by
major agencies and data providers to evaluate ESG controversies,
alongside the quality of the empirical evidence on the effects of
such controversies on corporate performance. The findings in-
dicate that ESG controversy ratings are not directly compara-
ble across providers, as they reflect different conceptualisation
and measurement assumptions. This noncomparability can be

summarised across the following three dimensions: the con-
ceptual object being measured, the architecture used to identify
and score controversies, as well as the aggregation and temporal
logic through which controversies affect company-level assess-
ments. Across providers, controversy ratings variously capture
reputational exposure, stakeholder harm, financial materiality
or adjustments to broader ESG performance scores. They also
differ in their reliance on case-level severity assessments, event
indicators, media-based counts, peer benchmarking or rules-
based score adjustments. These differences mean that contro-
versy ratings are not simply alternative measures of the same
phenomenon, but reflect provider-specific assumptions about
what controversies represent and how they should be weighted
over time. At the same time, although the empirical literature
generally points to an adverse association between controver-
sies and corporate performance, evidence quality is weakened
by suboptimal reporting standards and limited reproducibility,
which hinder causal inference, cross-study comparison and con-
solidation of the evidence base.

The marked heterogeneity in ESG controversy methodologies
documented here underscores the need for greater standard-
isation in data provision. Recent regulatory developments, in-
cluding the EU regulation on ESG rating providers (European
Union 2024), constitute an important step in this direction.
However, further harmonisation is needed if controversy met-
rics are to become genuinely comparable, robust and reliable
across agencies and providers. Pending such advances, this re-
view offers a practical basis for selecting the ESG data providers
most appropriate for empirical analysis. Provider choice should
be aligned with the decision-making context, research objective,
industry under examination and theoretical mechanism of in-
terest. For example, studies of legitimacy loss, public scrutiny or
reputational penalties may be best aligned with providers that
emphasise media visibility and reputational risk. Research on
stakeholder harm, social or environmental impacts or double
materiality should prioritise methodologies that distinguish im-
pact from firm-level risk. Studies of financial outcomes, investor
responses or capital-market penalties should favour providers
that incorporate financial materiality, regulatory exposure or
firm-value implications. Finally, where the research question
concerns how controversies affect broader ESG assessments,
providers that integrate controversies as an adjustment to ESG
scores may be most appropriate. Making this alignment explicit
would improve construct validity, support clearer interpretation
and reduce the risk of treating methodologically distinct con-
troversy measures as interchangeable. Beyond the question of
standardisation, there is a need for clearer theoretical and nor-
mative foundations regarding how controversies should be de-
fined, classified and interpreted. This practical alignment also
points to a broader theoretical issue: The field needs clearer
foundations for defining, classifying and interpreting ESG con-
troversies, while recognising their socially constructed and mul-
tidimensional nature (Bel-Oms 2024; Kweh et al. 2025).

A key theoretical implication emerges from the study findings.
The divergence observed across ESG controversy methodol-
ogies suggests that controversy ratings do not merely differ in
measurement but reflect different conceptualisations of what
constitutes a controversy and why it matters. Building on this
interpretation, ESG controversy measures can be understood as
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reflecting the following four broad measurement logics: repu-
tational, stakeholder-impact, financial-materiality and ESG-
adjustment logics. The reputational logic views controversies
mainly as signals of public scrutiny, media attention and po-
tential threats to corporate legitimacy. The stakeholder-impact
logic treats controversies as evidence of harm, conflict or
unmet expectations among affected stakeholder groups. The
financial-materiality logic interprets controversies as indicators
of ESG-related risks with potential implications for firm value,
financing costs, operational performance or regulatory expo-
sure. Finally, the ESG-adjustment logic uses controversies to
qualify, penalise or contextualise broader assessments of firms’
ESG performance. This typology reinforces the view that con-
troversy ratings should not be treated as interchangeable in-
dicators of a single construct. Future empirical studies should
therefore align provider choice with the theoretical mechanism
being examined.

The empirical evidence on ESG controversies would be
strengthened by greater use of quasi-experimental designs,
sector-specific analyses and replication across alternative data
providers. Although most studies report adverse associations
between controversies and corporate performance, the predom-
inance of observational designs limits causal interpretation.
Reverse causality, omitted-variable bias and other endogene-
ity concerns remain plausible, while instrumental variables,
difference-in-differences designs and related approaches are
still relatively uncommon. Accordingly, the literature currently
provides stronger evidence of association than causation. Future
research should also distinguish more clearly between short-
term and longer-term effects. Event studies primarily capture
immediate market reactions to controversy-related information,
whereas panel and archival studies examine outcomes such as
profitability, financing costs, efficiency and firm value over lon-
ger horizons. These outcomes may reflect different mechanisms
and adjustment processes and should not be interpreted as evi-
dence of a single controversy-performance relationship.

Industry context also requires greater attention. The material-
ity and consequences of controversies are likely to vary across
sectors because firms face different stakeholder expectations,
regulatory environments and ESG-related risks. Environmental
controversies may be especially salient in resource-intensive
industries, governance failures in highly regulated sectors and
labour or supply-chain issues in manufacturing, retail and
technology. Greater use of sector-specific or multilevel designs
would help clarify when and where controversies are most con-
sequential. Overall, future studies should examine whether
capital markets penalise firms involved in ESG controversies,
which types of controversies are most salient to investors and
other stakeholders, and how quickly these signals are incorpo-
rated into share prices, firm value, financing costs and broader
financial performance. Replication using measures from dif-
ferent ESG data providers would also help determine whether
observed effects reflect underlying economic relationships or
differences in data construction.

This study contributes to the literature on ESG controversies
and, more broadly, on CSR by providing a systematic assess-
ment and quality appraisal of an evidence base that remains
fragmented, particularly with respect to reporting standards

and reproducibility. The systematic search covered the major
relevant databases and, although it may not have captured the
full published literature, the evidence reviewed is representative
of current research and timely given recent regulatory develop-
ments. However, the review is based primarily on narrative and
documentary analyses, and future work could use more quanti-
tative synthesis methods where sufficient comparability exists.

The narrative synthesis has limitations. Classifying findings
as negative, mixed or null necessarily simplifies a diverse ev-
idence base, and variation in measures, outcomes, designs,
time horizons and reporting practices limited the feasibility of
meta-analysis. As reporting becomes more standardised, fu-
ture reviews may benefit from effect-direction plots and other
structured synthesis approaches recommended for heteroge-
neous evidence bases (Konnyu et al. 2024), as well as meta-
summary techniques, meta-analysis or meta-regression where
appropriate. A further limitation concerns the quality appraisal
tools employed. Although JBI and STROBE provide structured
approaches for assessing methodological and reporting quality,
they were not designed specifically for finance and management
research and may not fully capture the strengths of econometric
studies. The resulting scores should therefore be interpreted as
indicators of methodological and reporting transparency rather
than definitive measures of study quality. Finally, although the
review covers four major providers with publicly documented
methodologies, other relevant actors, including Moody's, ISS
ESG and RepRisk, were not included because comparable in-
formation was not consistently available in the public domain.
The findings should therefore be interpreted as representative of
leading transparent controversy-rating frameworks rather than
as an exhaustive assessment of all ESG controversy providers.

5 | Conclusions

ESG controversies represent a complex and multifaceted phe-
nomenon, and significant challenges remain in understanding
their implications for corporate performance and their signal-
ling role for capital markets and other stakeholders. This review
shows that ESG controversy cannot be regarded as a uniform
construct. Instead, controversy measures are shaped by distinct
methodological approaches and conceptual foundations, includ-
ing reputational risk assessments, stakeholder-impact evalu-
ations and ESG score-adjustment frameworks. Consequently,
studies employing different controversy measures may capture
different dimensions of the phenomenon despite using simi-
lar terminology. The evidence reviewed generally indicates a
negative association between ESG controversies and outcomes
such as firm value, financing costs and financial performance.
However, the literature is characterised by substantial method-
ological variation, limitations in causal identification and in-
consistencies in reporting quality. As such, the current evidence
provides stronger support for association than for causation and
should be interpreted accordingly.

These findings carry important implications for multiple
stakeholder groups. Investors should carefully consider how
controversy indicators are constructed before incorporating
them into investment decisions. Regulators may wish to pro-
mote greater transparency and comparability in controversy
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assessment methodologies, particularly as ESG ratings con-
tinue to attract regulatory attention. For corporate managers,
the findings highlight the potential financial and reputational
costs of controversy events and the importance of robust gov-
ernance, risk management and stakeholder engagement prac-
tices. For researchers, the review underscores the need for
clearer conceptualisation, stronger causal research designs
and closer examination of how measurement choices influ-
ence empirical findings.

Overall, advancing this field requires not only further empiri-
cal investigation but also greater conceptual clarity, transpar-
ency and consistency in the measurement of ESG controversies.
Addressing these issues will enhance the ability of researchers,
practitioners and policymakers to understand the conditions
under which ESG controversies arise and the extent to which
they affect corporate outcomes.
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TABLE B1 | Study-Level JBI and STROBE Scores.

JBI STROBE
JBI JBI score items STROBE STROBE
Study Design yes applicable (%) reported applicable score (%)
Abu Khalaf et al. (2025) Panel regression 7 8 87.5 24 29 82.8
Agnese et al. (2024) Panel regression 7 8 87.5 24 29 82.8
Bang et al. (2023) Other/unclear 5 8 62.5 19 29 65.5
Brighi et al. (2025) Panel regression 8 8 100.0 26 29 89.7
Brinette et al. (2024) Panel regression 7 8 87.5 22 29 75.9
De Vincentiis (2024) Other/unclear 5 8 62.5 19 29 65.5
Derrien et al. (2025) Other/unclear 7 8 87.5 20 29 69.0
Dorfleitner and Event study 5 8 62.5 17 29 58.6
Zhang (2024)
Dou et al. (2025) Panel regression 7 8 87.5 22 29 75.9
Engelen et al. (2025) Event study 7 8 87.5 24 29 82.8
Esposito De Falco Panel regression 7 8 87.5 22 29 75.9
et al. (2025)
Fauser and Gruener (2020) Machine learning 5 8 62.5 17 29 58.6
Frost et al. (2022) Other/unclear 7 8 87.5 24 29 82.8
Gidage et al. (2025) Other/unclear 7 8 87.5 26 29 89.7
Gutknecht (2024) Panel regression 7 8 87.5 26 29 89.7
Hampl and Vagnerova Panel regression 7 8 87.5 24 29 82.8
Linnertova (2024)
Hanson and Sharpe (2025) Other/unclear 5 8 62.5 19 29 65.5
Horobet et al. (2025) Other/unclear 5 8 62.5 22 29 75.9
Jucd et al. (2024) Other/unclear 5 8 62.5 20 29 69.0
Kim et al. (2025) Event study 7 8 87.5 24 29 82.8
Klepczarek et al. (2026) Stochastic frontier 7 8 87.5 22 29 75.9
analysis

Kweh et al. (2025) Other/unclear 7 8 87.5 22 29 75.9
Ma and Ma (2025) Panel regression 7 8 87.5 22 29 75.9
Mahyoub et al. (2024) Panel regression 7 8 87.5 26 29 89.7
Mendiratta (2024) Panel regression 7 8 87.5 17 29 58.6
Mendiratta and Other/unclear 7 8 87.5 26 29 89.7
Kumar (2025)
Mendiratta et al. (2026) Causal inference 8 8 100.0 24 29 82.8

(IV/PSM/etc.)
Nicolas et al. (2024) Event study 7 8 87.5 24 29 82.8
Nuruzzaman et al. (2024) Other/unclear 8 8 100.0 24 29 82.8
Nyakurukwa and Event study 7 8 87.5 22 29 75.9
Seetharam (2023)
Treepongkaruna Causal inference 8 8 100.0 24 29 82.8
et al. (2024) (IV/PSM Jetc.)
Wu et al. (2023) Causal inference 8 8 100.0 24 29 82.8

(IV/PSM/etc.)
Yin and Xu (2025) Panel regression 7 8 87.5 24 29 82.8
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