
INTRODUCTION

Controversies
Research



Sustainalytics
Controversies Research



Controversy Assessment Process
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Risk 
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*For significant downgrades/upgrades

» Rating changes are proposed by analyst and peer-reviewed by Sector 
Lead.

» Company contact in case of significant or severe rating changes.

» Events Oversight Committee comprising of interdisciplinary senior 
staff approves rating and significant outlook changes. 
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Daily News Screening
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Daily Screening – Moreover Technologies (a Lexis Nexis company) provides a wide range of information, spanning from 
financial, to political and business news 

» In-house built ESG filters are applied that sort through the news, narrowing them down to relevant news stories that 
are pertinent to Sustainalytics’ controversy research process.

» The news is matched to companies in Sustainalytics’ research universe by using company names. 

Over 
60,000 

sources

ESG Filters

Company 
identifiers

Over 
3,000 
news 

articles

50-60 
incidents

Daily
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From News to Ratings
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News Incidents Events Controversy

Incident 1:
Complicity in Sudan 

Incident 2:
Security forces Burma

Incident 3:
Community Blockades

Complicity in 
Human rights 

Violations

Society and 
Community

Community 
Relations

News 
screening

(over 
60,000 

sources + 
selected 
NGOs)
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MANAGEMENT

Assessment at 
Incident level

Analysis at 
Event level IMPACT RISK

SEVERITY NOTORIETYACCOUNTABILITY EXCEPTIONALITY REPUTATIONAL EXPOSURE

STAKEHOLDER IMPACT REPUTATIONAL RISK

 Severity
 Accountability
 Exceptionality

 Operational
 Business
 Legal
 Reputational

 Policy/Programs
 Management 

Response

Controversy Assessment Framework
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Controversy Assessment Process
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» For rating and Outlook changes of significant level of 
controversies, analysts are required to make a 
proposal to the Events Oversight Committee (EOC)

» The EOC, which is comprised of interdisciplinary 
senior staff, meets every week to discuss proposals

» The rating is changed only when the EOC approves 
the proposal
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Arriving at the Controversy Rating
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Low

The controversy has 
a low impact on the 

environment and 
society, posing 

negligible risks to the 
company.

Moderate

The controversy has 
a moderate impact 
on the environment 
and society, posing 
minimal risks to the 

company.

Significant

The controversy has 
a significant impact 
on the environment 
and society, posing 
significant risks to 

the company.

High
The controversy 

has a high impact 
on the environment 
and society, posing 

high risks to the 
company. This 
category often 

reflects structural 
problems in the 

company.

Severe   
The controversy has 
a severe impact on 

the environment 
and society, posing 
serious risks to the 

company. This 
category represents 

the most severe 
corporate conduct.

Im
pact and Risk 

Score
Controversy and 

Event rating
Q

ualitative 
Assessm

ent
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Controversy Outlook
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Forecast of how the rating will evolve in the next 24 months

» Factors that mitigate or exacerbate impact and risk

» External factors that increase or decrease exposure

» Downgrade and upgrade scenarios

Positive

Neutral

Negative
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Overall Controversy Category Distribution
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Based on Sustainalytics Compliance Base universe 

Theme level considerations

» The majority of events involve social topics (53%)

Outlook

» Currently, most of the significant Events have a 
neutral Outlook ( ~70%)

» There are more Negative ( ~20%)  than Positive 
Outlook assessments  ( ~10%)
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53%

19%

20%

6%

2%

1%

No evidence of relevant controversies

Category 1

Category 2

Category 3

Category 4

Category 5

Highest controversy level category distribution

* All data on this slide is based on 16061 companies as of August 20, 2021

Environment, 
18%

Social, 
53%

Governance, 
30%

Distribution of events per theme



Top 10 most common significant Controversies by ESG Topic
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Significant controversies are category 4 and 5 controversies
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15%
14%

10%
9% 8% 7%

6% 6%
5% 5%

* All data on this slide is based on 16061 companies as of August 20, 2021



Top 10 peer groups with Significant Controversies within total Peer Group
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Significant controversies are category 4 and 5 controversies
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30%

18%

10%

6%
4% 4% 3% 3% 3% 3%

* All data on this slide is based on 16061 companies as of August 20, 2021
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ESG Strategies Overview
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• Direct and collaborative corporate engagement 
• Explicit ESG considerations within proxy voting

• Identifying companies that are in breach of international 
norms and legislation

• Investing in the top ESG performing companies across 
sectors

• Excluding poor Environmental, Social and Governance (ESG) 
performers and/or companies that are involved in 
controversial business lines, e.g. tobacco, gambling.

• Incorporating ESG analysis into traditional investment and 
valuation process in order to enhance the risk-return profile of 
an investment portfolio

• Investments focused on companies aiming to solve 
sustainable development challenges, e.g. clean technology, 
water
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Screening

Norms-Based 
Screening

Best in Class/ Positive 
Screening 

ESG Integration

Active Ownership/ 
Engagement

Thematic and Impact 
investing
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Mapping Environment theme
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Event Indicator NameControversy Indicator Name
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» Emissions, Effluents and Waste
» Energy Use and GHG Emissions
» Land Use and Biodiversity
» Water Use

» Emissions, Effluents and Waste - SC
» Energy Use and GHG Emissions - SC
» Land Use and Biodiversity - SC
» Water Use – SC

» Environmental Impact of Products
» Carbon Impact of Products

» Operations Incidents

» Environmental Supply Chain Incidents

» Product & Service Incidents



Mapping Social theme
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Event Indicator NameControversy Indicator Name
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» Employees - Human Rights
» Labour Relations
» Occupational Health and Safety

» Community Relations - SC
» Employees - Human Rights - SC
» Society - Human Rights - SC
» Labour Relations - SC
» Occupational Health and Safety – SC

» Anti-Competitive Practices
» Marketing Practices
» Media Ethics
» Data Privacy and Security
» Quality and Safety

» Access to Basic Services
» Community Relations
» Society - Human Rights
» Sanctions
» Social Impact of Products
» Weapons

» Employee Incidents

» Social Supply Chain Incidents

» Customer Incidents

» Society & Community Incidents



Mapping Governance theme
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Event Indicator NameControversy Indicator Name
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» Accounting and Taxation
» Animal Welfare
» Bribery and Corruption
» Business Ethics
» Intellectual Property

» Animal Welfare - SC
» Bribery and Corruption - SC
» Business Ethics - SC
» Corporate Governance
» Resilience

» Lobbying and Public Policy

» Business Ethics Incidents

» Governance Incidents

» Public Policy Incidents 



Legal Disclaimers
Copyright © 2021 Sustainalytics. All rights reserved.

The information, methodologies, data and opinions contained or reflected herein are proprietary of Sustainalytics and/or 
its third parties suppliers (Third Party Data), intended for internal non-commercial use, and may not be copied, distributed 
or used in any way, including via citation, unless otherwise explicitly agreed in writing. They are provided for 
informational purposes only and (1) do not constitute investment advice; (2) cannot be interpreted as an offer or 
indication to buy or sell securities, to select a project or make any kind of business transactions; (3) do not represent an 
assessment of the issuer’s economic performance, financial obligations nor of its creditworthiness.

These are based on information made available by third parties, subject to continuous change and therefore are not 
warranted as to their merchantability, completeness, accuracy or fitness for a particular purpose. The information and 
data are provided “as is” and reflect Sustainalytics’ opinion at the date of their elaboration and publication. Sustainalytics 
nor any of its third-party suppliers accept any liability for damage arising from the use of the information, data or 
opinions contained herein, in any manner whatsoever, except where explicitly required by law. Any reference to third 
party names or Third Party Data is for appropriate acknowledgement of their ownership and does not constitute a 
sponsorship or endorsement by such owner. A list of our third-party data providers and their respective terms of use is 
available on our website. For more information, visit http://www.sustainalytics.com/legal-disclaimers.
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For more information, please contact:

www.sustainalytics.com
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