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Currently, there is a lack of common understanding regarding sustainability information, which
holds a high correlation with corporate value and financial data, among both creators and readers,
with particularly insufficient common understanding among readers. The issue of diagreement in
ESG ratings among ESG rating agencies is notably highlighted, especially as the impact of these
evaluations on investment funds increases with the growth of ESG investments. ESG rating
agencies serve as intermediaries between companies and investors, aiming to mitigate the
asymmetry of information in capital markets to enable investors to make informed decisions
regarding ESG investments. However, if disagreement in ESG ratings persist among these
agencies, they cannot fulfill their expected role effectively.

In this study, we conducted empirical analysis focusing on Japanese companies from 2015 to 2021
to ascertain the existence of disagreement in ESG ratings among ESG rating agencies and to
examine whether sustainability information disclosure has the effect of narrowing this
disagreement.

The results of the analysis are as follows:

1. Over time, the disclosure of sustainability information by Japanese companies has increased,
leading to improved ESG ratings and a reduction in disagreement in ESG ratings among them.

2. In various fields such as environment, society, and governance, the expansion of information
disclosure has led to a reduction in disagreement in ESG ratings.

3. However, disagreement in ratings between the environmental and social sectors have widened
the overall disagreement in ESG ratings, emphasizing the importance of expanding information
disclosure in these areas to narrow this disagreement.

It is worth noting that the discrepancy in the results of point 2 compared to the study by
Christensen et al. (2022) is believed to be influenced by recent efforts by ESG rating agencies




such as MSCI and FTSE to engage with users including the Government Pension Investment Fund
(GPIF) to improve their ESG evaluation methodologies.
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Empirical Research on the Expansion of Sustainability Disclosure and Disagreement in ESG Ratings
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Currently, there is a lack of common understanding regarding sustainability information, which holds a high
correlation with corporate value and financial data, among both creators and readers, with particularly
insufficient common understanding among readers. The issue of diagreement in ESG ratings among ESG rating
agencies is notably highlighted, especially as the impact of these evaluations on investment funds increases
with the growth of ESG investments. ESG rating agencies serve as intermediaries between companies and
investors, aiming to mitigate the asymmetry of information in capital markets to enable investors to make
informed decisions regarding ESG investments. However, if disagreement in ESG ratings persist among these
agencies, they cannot fulfill their expected role effectively.

In this study, we conducted empirical analysis focusing on Japanese companies from 2015 to 2021 to ascertain
the existence of disagreement in ESG ratings among ESG rating agencies and to examine whether sustainability
information disclosure has the effect of narrowing this disagreement.

The results of the analysis are as follows:

1. Over time, the disclosure of sustainability information by Japanese companies has increased, leading to
improved ESG ratings and a reduction in disagreement in ESG ratings among them.

2. In various fields such as environment, society, and governance, the expansion of information disclosure has
led to a reduction in disagreement in ESG ratings.

3. However, disagreement in ratings between the environmental and social sectors have widened the overall
disagreement in ESG ratings, emphasizing the importance of expanding information disclosure in these areas to
narrow this disagreement.

It is worth noting that the discrepancy in the results of point 2 compared to the study by Christensen et al.
(2022) is believed to be influenced by recent efforts by ESG rating agencies such as MSCI and FTSE to engage
with users including the Government Pension Investment Fund (GPIF) to improve their ESG evaluation
methodologies.
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