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7
Research Impact

The Sustainable Development Goals (SDGs) are more critical than ever.
Although we have made tremendous progress over the last decades,
world hunger, global poverty, and reading proficiency levels deterio-
rated between 2020 and 2022 due to the COVID-19 pandemic (United
Nations, 2022). In addition, the war in Ukraine, which resulted in a
refugee crisis and disrupted global supply chains, worsens matters.
While on the climate front, reaching the goals of the Paris Agreement
seems challenging given that current national commitments are set to
increase global emissions over this decade. Policymakers, regulators,
consumers, firms, and investors all have a role to play in tackling these
environmental and social issues.

In my dissertation, I focus on the role of investors because private cap-
ital is needed to tackle such issues and because environmental and
social risks can substantially affect investment performance. For ex-
ample, the World Economic Forum reports that climate action failure,
extreme weather, and biodiversity loss are amongst the most likely and
impactful global risks (World Economic Forum, 2021). Such risks will
have substantial financial consequences: droughts directly affect the
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performance of food companies, and heatwaves cause a decrease in
worker productivity. Moreover, future regulations, such as more strin-
gent carbon pricing, can affect the value of polluting firms.

Institutional investors recognise these financial risks and are under
pressure from their beneficiaries to help mitigate them. The UN
estimates that investments contributing to sustainable development,
including sustainability-themed funds, green bonds, and social bonds,
have reached $1.2-$1.3 trillion in 2020. Moreover, many institutional
investors have signed the Principles for Responsible Investments
(PRI); the number of signatories increased from 81 in 2006 to 4,996
in 2022. These signatories currently have more than $120 trillion in
assets under management and commit to the following:

“As institutional investors, we have a duty to act in the best long-term inter-
ests of our beneficiaries. In this fiduciary role, we believe that environmental,
social, and corporate governance (ESG) issues can affect the performance of
investment portfolios [financial materiality] (...). We also recognise that
applying these Principles may better align investors with broader objectives
of society [stakeholder materiality]..”(PRI, 2022b)

One of the Principles is that investors are active owners that incorpo-
rate ESG issues into ownership policies and practices. There are two
mechanisms to achieve this. First, investors can use capital allocation.
For example, they might divest from oil and gas companies or tilt their
portfolio toward firms that contribute to the SDGs. Second, investors
can use their voice, which I refer to as stewardship activities. These ac-
tivities include filing and voting on public shareholder proposals and
privately engaging with portfolio companies. Previous research find-
ings imply that stewardship is a reliable mechanism for investor im-
pact relative to other methods, such as capital allocation (Kölbel et al.,
2020).

In this dissertation, I study the effects of shareholder stewardship re-
lated to ESG issues on target firms, the motives for investors to support
the management of ESG issues, and the effects of stewardship activities
on the decision-making of corporate directors. Examples of such ESG
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issues are a company’s carbon emissions, energy management, labour
practices, supply chain management, and business ethics. Throughout
my dissertation, I specifically focus on financially-material ESG issues
that can affect a firm’s performance. In the next sections, I discuss the
implications of my findings for investors, firms, and policymakers and
provide several avenues for future research.

7.1 Implications for Investors
My results have several implications for investors. First, I find that
private ESG engagements are associated with financial performance
improvements of targeted companies. Importantly, material
engagements are more likely to succeed and drive the positive
effect on financial performance. On the public side, I find a positive
link between civil-law institutional ownership and the support for
material environmental and social shareholder proposals. Hence,
investors should make materiality salient in their stewardship
activities. For example, they can include materiality information in
the proxy statement of shareholder proposals or privately talk to firms
and discuss the ESG issues that are material to their industries.

Several frameworks provide industry-level guidance on the material-
ity of ESG issues. In my work, I use SASB and MSCI. SASB offers
firms advice on sustainability reporting by showing clear metrics for
disclosing information on material ESG issues. Meanwhile, MSCI is
more focused on investors who use MSCI’s ESG scores to inform in-
vestment decisions. These ESG scores are a weighted average of key
issue scores, where materiality determines the weight attached to each
issue. Chapter 2 outlines how investors can link their engagement ef-
forts to the SASB and MSCI frameworks. This structured data setup
allows asset managers to improve client reporting and helps investors
decide which firms to target and on what issues.

My results concerning the effects of stewardship on ESG performance
can further inform investors’ engagement strategies. I find that
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private ESG engagements correlate with improvements in the target
firm’s MSCI ESG score. Private environmental engagements, in
particular, are associated with a decrease in CO2e emission intensity,
and the withdrawals of public proposals on environmental issues lead
to a higher probability that the target firm sets an emission reduction
target. However, in none of the chapters do I find a significant effect
of engagements on the total level of a firm’s CO2e emissions. The level
of absolute CO2e emissions depends on both carbon intensity and
demand patterns. Reaching the goals of the Paris Climate Agreement
is only possible when firms’ carbon intensity decreases sufficiently
and demands shifts to low-carbon solutions. Investors can tackle
this by engaging both the suppliers of fossil energy and their largest
customers.

Finally, I find that engagements can spill over to other firms through
overlapping directorships. Firms not targeted by an engagement that
share a director with a firm that experienced an environmental pro-
posal withdrawal improve their environmental management. Based
on this finding, investors could focus some of their engagement ef-
forts on corporate directors with board seats across multiple firms. Fo-
cusing on corporate decision-makers to affect change has gained more
traction over the last few years. For example, some investors started
voting against the re-election of directors whenever they believed they
were not managing environmental risks correctly.

7.2 Implications for Firms

This increased pressure from investors has ramifications for
firms. While majority votes on shareholder proposals addressing
environmental and social issues were rare events, they increasingly
occurred over the last couple of years and signal to firms that
investors do not always agree with a firm’s ESG policies. Moreover,
corporate decision-makers can also be personally affected, given that
investors see environmental mismanagement as a reason to vote
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against director re-elections. In March 2022, activist shareholders of
Shell even sued their directors for failing to prepare the company for
net zero (i.e., a scenario in which a firm reduces its emissions as much
as possible and offsets the remainder).

In Chapter 4, I find that directors can learn from environmental share-
holder proposals. This learning can either be a better understanding
of the relevance of environmental risks to the company or a reflection
of increased investor pressure. In the latter case, firms and their direc-
tors can avoid future proposals by proactively making changes at firms
that have not yet been targeted. For example, these changes can in-
clude emission or renewable energy targets, improving the circularity
of products, or hiring board members with expertise on environmental
topics.

7.3 Implications for Policy Makers

Besides investors, governments also aim for firms to improve their
governance of sustainability issues. For example, the EU Shareholder
Rights Directive gives shareholders the right to vote on firms’ remu-
neration policies and requires firms in member states to have a remu-
neration policy that contributes “to the company’s business strategy
and long-term interests and sustainability” (European Union, Direc-
tive 2017/828, article 9a).

Furthermore, the EU commissioned a study on directors’ duties and
sustainable corporate governance in collaboration with EY (EY and
European Commission, 2020). The study provides several avenues for
improving sustainable governance, from non-legislative options (e.g.,
awareness-raising activities and green papers) to legislative options
(e.g., minimum common rules to enhance long-term value creation).
However, the report obtained much criticism for its lack of academic
rigour (i.a., Edmans, 2020; Roe et al., 2021).
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The results in chapters 2 and 4 imply that public and private ESG en-
gagements are associated with improvements in firms’ management
of ESG issues. The finding that directors experiencing engagement
can affect the decision-making of connected non-targeted firms implies
that shareholder engagement can contribute to improved sustainable
corporate governance. Hence, governments should allow investors
to use their voices. The EU Shareholder Rights Directive mentioned
above is a good example of a way to achieve this.

The U.S. is also showing progress. The SEC allowed firms to omit pro-
posals based on “micromanagement” (e.g., a proposal asking a com-
pany to reduce emissions within a specific time frame). However, at
the end of 2021, the SEC announced that they would loosen proposal
restrictions and that promoting time-frames or methods does not nec-
essarily constitute micromanagement (SEC, 2021). One way policy-
makers in the U.S. can foster shareholder stewardship on corporate
sustainability further is to introduce mandatory sustainability report-
ing. Such reporting requirements would improve investors’ knowl-
edge of firms’ sustainability policies which can inform future engage-
ment decisions.

7.4 Future Research
My results open up several avenues for future research. First, in Chap-
ter 3, I find that civil-law institutional ownership correlates with higher
support for financially material environmental and social shareholder
proposals. Interestingly, I do not find a significant relationship be-
tween civil- or common-law institutional ownership and the percent-
age of votes favouring financially immaterial proposals. However, do
the votes of institutional investors reflect the preferences of their bene-
ficiaries?

Bauer, Ruof, and Smeets (2021) find that two-thirds of surveyed ben-
eficiaries of a Dutch pension fund preferred the fund to expand its
engagements on specific SDGs, even when they expected this to hurt

184



financial performance. Future research can further examine beneficia-
ries’ sustainability preferences by, for example, letting them vote on
shareholder proposals. Determining whether beneficiaries’ votes align
with the asset owners’ votes is an important research topic that can
inform policy-making.

Second, Chapter 4 provides one of the first looks at the effect of the
board of directors on corporate environmental performance. I show
that successful environmental proposals at target firms lead to changes
at non-target firms that share a director with the target firm. Future
research can extend this work to other topics, such as diversity, labour
practices, and supply chain management.

Another opportunity for future research concerns director re-elections.
Over the last few years, some investors have said that they vote against
the re-election of directors whenever they believe that the board does
not manage environmental risks correctly. Examining the effects of
such re-election votes on corporate decision-making would be help-
ful. Even though the support for directors is generally high, Aggar-
wal, Dahiya, and Prabhala (2019) find that directors with lower levels
of support are more likely to depart boards or move to less promi-
nent board positions. When investors vote against directors because
they do not support the board’s environmental and social risks man-
agement, does the board change their position and improve the firm’s
management of these risks?

Finally, within my dissertation, I focus on the financial materiality of
corporate sustainability, while stakeholder materiality (i.e., the impact
of a firm on the economy, environment, and its people) is gaining im-
portance to investors. Although I examine the effects of engagements
on ESG scores, these scores are used for risk management and focus on
financially-material issues. I also examine carbon emissions, but there
are many other aspects of a firm’s environmental impact (e.g., water
management, waste management, and impacts on biodiversity).

Future research can examine whether shareholder stewardship on cor-
porate sustainability affects firms’ impact on their stakeholders. The
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main issue, and the reason I could not specifically address this research
question in Chapter 2, is the lack of firm-level non-financial perfor-
mance data. However, innovations might increase their availability.
For example, remote sensing technologies allow scientists to monitor
ecosystems (Pennisi, 2021) and can help companies improve their sup-
ply chain sourcing practices to decrease their negative impact on bio-
diversity. Moreover, GRI is developing stakeholder-material sustain-
ability reporting standards by sector, which can improve standardised
corporate reporting (GRI, 2022). When firms start reporting using such
standards, more data on non-financial performance should become
available.

Altogether, innovative data collection and increased guidance on
which stakeholder-material ESG issues affect a company can spur
future academic research focusing on companies’ impact on the
economy, environment, and its people. Such research can enlighten
companies and their investors on their role in advancing the SDGs
and Paris Climate Agreement. To the extent that current investor
stewardship activities contribute to such goals, my results imply that
this does not have to hurt financial performance.
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