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Mandatory Disclosure and ESG Profiles:
Evidence from the Smaller Reporting Company Rule

Abstract

I examine how reduced mandatory disclosure affects firms’ ESG profiles by leveraging the

SEC’s 2018 expansion of Smaller Reporting Company (SRC) eligibility. I find that treated

firms experience significant declines in ESG scores—especially in environmental and gover-

nance dimensions—driven by reductions in ESG disclosure, rather than real ESG activities

such as emissions or donations. To distinguish between mechanical compliance and strate-

gic behavior, I explore how the effects vary across firms with differing ESG orientations.

The decline in ESG scores is significantly mitigated among firms with attributes reflecting

stronger ESG commitment—such as gender-diverse boards, ESG-linked executive pay, and

ESG-focused investors—while the reduction is more pronounced among financially con-

strained firms and those in environmentally intensive industries. These findings suggest

that firms less committed to ESG reduce disclosure when regulation is relaxed, whereas

firms with stronger ESG priorities maintain their profiles despite regulatory relief. Over-

all, the results highlight the role of disclosure availability in shaping ESG scores and offer

insights into how firms may respond to the SEC’s forthcoming 2022 ESG disclosure rules.

Keywords: Mandatory disclosure, Environmental, Social and Governance (ESG), Corpo-

rate Social Responsibility (CSR), Smaller Reporting Company (SRC)

JEL classification: K20, M14, M40



1. Introduction

The U.S. Securities and Exchange Commission (hereafter, SEC) has pursued a twofold,

seemingly contradictory objective in financial reporting: enhancing mandatory disclosure and

transparency standards, especially in recent times with a focus on ESG reporting, while si-

multaneously simplifying mandatory disclosure for small businesses. In particular, with the

growing investor interest in corporate social responsibility, the SEC has strengthened the ESG

disclosure framework since the 2010s, emphasizing transparency and rigorous monitoring. As

part of this initiative, the SEC launched an enforcement task force on climate and ESG issues

in March 2021, followed by the proposal of mandatory climate disclosure rules for all public

companies on March 21, 2022. Meanwhile, to alleviate disclosure burdens and attract invest-

ment in small firms, the SEC utilizes size-based disclosure exemptions for smaller reporting

companies (hereafter, SRC). SRCs can reduce specific disclosures in their SEC filings, which, as

elaborated later, directly or indirectly pertain to ESG components. The SEC’s two policy goals,

while appearing independent, are actually contradictory as they have opposite implications of

enhancing or reducing ESG-related mandatory disclosure.

This dual regulatory approach raises a fundamental economic question: Does mandatory

disclosure affect firms’ ESG profiles, and if so, through what mechanisms? The relationship

between mandatory disclosure and ESG profiles can be analyzed through two distinct chan-

nels. First, mandatory disclosure can impact ESG activities via changes in disclosure practices.

Reduced mandatory disclosure obligations could diminish external monitoring, weakening in-

centives for voluntary ESG transparency and thus lowering firms’ ESG disclosure levels (Chen,

Hung, and Wang, 2018; Hess, 2007). Conversely, firms might voluntarily enhance ESG disclo-

sures to maintain credibility and mitigate information asymmetry, compensating for decreased

mandatory obligations (Holder-Webb, Cohen, Nath, and Wood, 2008; Hope and Lu, 2020).

Second, changes in mandatory disclosure might influence firms’ real ESG activities. Reduced

disclosure burdens could free managerial attention and financial resources, allowing firms to re-

allocate efforts toward long-term initiatives (Dambra and Gustafson, 2021; Kraft, Vashishtha,
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and Venkatachalam, 2017; Lewis and White, 2023). Given that ESG reflects a long-term strat-

egy that enhances sustainability and protects corporate reputation, such reallocation could

plausibly extend to ESG initiatives as well. Alternatively, diminished regulatory pressure might

prompt firms to scale back ESG investments, especially if these activities were initially driven

by compliance rather than strategic considerations.

As such, the effect of reduced mandatory disclosure on ESG profiles—comprising both dis-

closure and real ESG activities—is ex-ante unclear. Empirically distinguishing between these

potential outcomes is crucial for understanding the economic mechanisms through which dis-

closure regulations influence firm behavior. To address this question, I exploit a quasi-natural

experiment provided by a significant change in the definition of Smaller Reporting Companies

(SRCs) implemented by the SEC in June 2018.1 This regulatory reform increased the public

float threshold from $75 million to $250 million, substantially expanding the pool of firms eligi-

ble for scaled-back mandatory disclosures. Crucially, several disclosure exemptions granted to

SRCs pertain directly or indirectly to ESG-related information, enabling a clear identification

of the policy’s impact on ESG profiles.2

I carry out a difference-in-differences (DID) analysis, comparing ESG disclosures and scores

before and after the SRC reform between newly eligible firms (treated) and unaffected control

firms. Further, to ascertain whether the observed ESG outcomes reflect strategic firm deci-

sions or merely mechanical responses to reduced disclosure obligations, I utilize heterogeneity

analyses (triple-DID) based on firm-level attributes such as board gender diversity, ESG-linked

compensation, ESG-focused investors, governance strength, and financial constraints. Finally,

to assess whether ESG score changes correspond to genuine ESG efforts, I examine changes in

real ESG activities, including carbon emissions and charitable donations.

I begin by focusing on ESG scores, since they serve as a crucial metric for financial analysts

1https://www.sec.gov/news/press-release/2018-116
2Prior studies highlight accounting disclosures—such as social information in annual reports (Patten, 1991;

Chan, Watson, and Woodliff, 2014) and environmental content in MD&A and footnotes (Hughes, Anderson,
and Golden, 2001)—as key channels for communicating ESG practices. Several scaled disclosure items, including
risk factors (Item 1A), executive background (Item 10), and governance sections in proxy filings, also contain
ESG-relevant information, particularly on governance.
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and investors. Following the implementation of the SRC reform, treated firms exhibited a reduc-

tion in their ESG scores by 7.8% more than control firms. Within the three E/S/G categories,

environmental and governance scores experienced declines of 26.5% and 13.2%, respectively.

The main result remains robust across multiple tests: using alternative ESG databases such as

Bloomberg and Sustainalytics to ensure the results are not database-specific (Berg, Koelbel,

and Rigobon, 2022), varying bandwidths, conducting placebo reforms and threshold tests to

rule out spurious effects, applying propensity score matching to control for selection bias, and

excluding firms near the float cutoff to mitigate potential manipulation.

Since ESG disclosure can be a key driver behind ESG scores (Santamaria, Paolone, Cu-

cari, and Dezi, 2021; Lopez-de-Silanes, McCahery, and Pudschedl, 2020), I next investigate

whether the SRC reform alters firms’ ESG disclosures. I find that treated firms newly eligible

for reduced disclosure significantly decrease environment-related words in the “Item 1A. Risk

Factors” section of their 10-K reports and shrink the file size of their DEF 14A filings, which

are corporate-governance-focused documents. Furthermore, based on ESG disclosures from the

Refinitiv Eikon database, treated firms significantly reduce both the extent and quality of im-

portant ESG-related information and their voluntary commitment to publishing CSR reports

or sections. These findings suggest that the shift in mandatory disclosure requirements extends

beyond mere compliance changes and weakens firms’ overall voluntary ESG disclosure efforts.

If the decline in ESG profiles after the reform were merely a mechanical result of relaxed

reporting regulations, I would observe the same pattern across all treated firms. To rule out this

possibility, I next investigate whether the effect of the reform on ESG profiles varies according

to firm-level attributes that may indicate firms’ focus on ESG as a first-order consideration.

Specifically, I examine whether the observed decrease in ESG profiles is attenuated for firms

with higher board gender diversity, ESG-linked executive compensation, ESG-focused investors,

and strong governance structures, as these attributes may proxy for a greater commitment to

ESG principles. I find that treated firms with these attributes experience a mitigated decline in

ESG profiles after the reform, suggesting that firms for which ESG is a strategic priority are less
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affected by the reduced disclosure requirements. Conversely, firms facing greater financial con-

straints or operating in dirty industries experience a more pronounced decline in ESG profiles,

suggesting that either financial limitations or inherently higher ESG compliance costs in such

industries may hinder their ability to maintain ESG commitments when disclosure requirements

are relaxed. The findings provide circumstantial evidence that firms which have strategically

integrated ESG disclosures and practices to cater to diverse stakeholders (Pellegrino and Lod-

hia, 2012; Cornaggia and Cornaggia, 2023) are less impacted by mandatory disclosure changes

due to their commitment to maintaining ESG profiles, regardless of regulatory shifts.

The results thus far suggest that the reduced mandatory disclosure leads to less ESG dis-

closure for the typical small U.S. public firm, possibly resulting in lower ESG scores. Lastly, I

investigate whether the reduced ESG scores are also driven, in part, by adjustments to real ESG

activities. However, ex ante, there are three reasons to suspect that changes in real activities

may be minimal. First, such changes typically take a long time due to firms’ strategic planning,

resource allocation, or operational adjustments (Van Duuren, Plantinga, and Scholtens, 2016;

Ferreira, 2022). Second, empirical evidence from previous studies shows that the SRC reform’s

mandatory disclosure changes do not significantly affect firms’ overall investment (Gustafson

and Shin, 2024; Wang, 2023), implying that firms may not adjust their capital expenditures in

ways that meaningfully influence real ESG activities. Third, the decrease in ESG disclosure and

score I have discussed is primarily driven by firms that do not prioritize ESG profiles as key

outcomes. With these considerations, I conduct tests on real ESG activities, such as emissions

and donations, and find no significant changes among firms that disclose this information. This

lack of findings in real ESG activities suggests that firms adjusting their disclosures and scores

are those that do not prioritize ESG practices, while firms that do prioritize ESG ensure their

scores remain unaffected.

My paper contributes to several strands of literature. First, my research expands the cur-

rent literature on the relationship between disclosure deregulation and ESG efforts to include

a broader context, utilizing exogenous variation in disclosure burden to establish causality.

4



Existing research on disclosure deregulation explores the effects of the Sarbanes-Oxley Act

(e.g., Bargeron, Lehn, and Zutter, 2010; Kang, Liu, and Qi, 2010; Gao and Zhang, 2019), the

SEC’s establishment of SRCs in 2007 (Cheng, Liao, and Zhang, 2013), and the Jumpstart Our

Business Startups Act (e.g., Dambra and Gustafson, 2021; Lewis and White, 2023), yielding

varied results. Additionally, several studies, including Barth, McNichols, and Wilson (1997),

Hess (2007), and more recent research such as Chen, Hung, and Wang (2018), Jackson, Bar-

tosch, Avetisyan, Kinderman, and Knudsen (2020), and Fiechter, Hitz, and Lehmann (2022),

indicate that ESG disclosure and score tend to improve under regulations, including manda-

tory disclosure related to ESG activities. However, while these studies investigate the impact of

mandatory ESG disclosure on ESG activities, they do not explore how mandatory disclosure,

in general, affects ESG activities more broadly. My research contributes to this literature by

examining the broader influence of mandatory disclosure on ESG activities, extending beyond

existing research on the relationship between mandatory disclosure and overall investment.

Second, this paper, in anticipation of upcoming ESG disclosure obligations, has potential

preemptive policy implications. As stated, recent SEC regulations, proposed on March 21, 2022,

aim to enhance climate disclosures for larger corporations, requiring attestation reports on Scope

1 and 2 emissions. My findings suggest that firms less committed to ESG practices—those that

do not prioritize ESG as a first-order consideration and potentially face greater ESG risks—are

the ones most likely to reduce their disclosures in response to reduced mandatory disclosure

requirements. From a policy perspective, this presents a challenge, as these are precisely the

firms for which increased transparency is most needed. Analyzing how companies with reduced

disclosure obligations respond to ESG concerns can offer insights into policy implications by

incorporating these considerations into the SEC’s forthcoming, more explicit ESG disclosure

requirements.

The rest of the paper is organized as follows. I discuss institutional details regarding the

2018 SRC rule reform in Section 2. I develop hypotheses in Section 3. Section 4 presents the data

and methodology, while Section 5 presents the empirical results. Section 6 presents robustness
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test results. Section 7 concludes by discussing the contributions and implications of my findings.

2. Background on reform

2.1. Revised definitions for smaller reporting companies: A regulatory disclosure shock

A “Smaller Reporting Company (SRC)” represents the smallest group of businesses obli-

gated to submit annual reports to the Securities and Exchange Commission (SEC) in the United

States. Unlike larger companies, these small reporting companies are not held to the same re-

quirements for sharing financial data and making disclosures. They are required to disclose less

historical information, are granted more time to submit it to the SEC, and can voluntarily

share this information with investors. Appendix A provides a summary of the scaled disclosure

standards applicable to SRCs.

Originally, when the SEC introduced the category of SRCs on December 19, 2007, to provide

disclosure relief to smaller businesses, SRCs were defined as those having a public float up to $75

million or zero public float but annual revenues under $50 million. On June 28, 2018, however,

the SEC made revisions to the criteria used to classify companies, following its proposal on

June 27, 2016, to increase the threshold for firms to qualify as SRCs. In line with the new

definition, a company qualifies as an SRC if it meets either of the following conditions: (i) a

public float of less than $250 million or (ii) annual revenues of less than $100 million if it also

has either no public float or a public float of less than $700 million. These updated definitions

for SRCs became effective on September 10, 2018. Figure 1 depicts the contrasting definitions

of smaller reporting companies, comparing the former and the updated criteria. The purpose

of these revisions was to “increase” the pool of companies that qualify for relaxed disclosure

requirements. This, in turn, would decrease the financial and administrative burdens associated

with compliance for smaller qualifying companies that opt for such reduced disclosures. This

adjustment effectively permits a broader range of firms to submit reports with fewer extensive

disclosures.
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Figure 1 About Here

The easing of disclosure regulations was viewed favorably by many companies, especially

smaller emerging businesses.3 Advocates of the 2018 amendments to the SRC definition, in-

cluding the Small Business Committee, asserted that compliance costs redirect capital and

resources away from research and development, despite some commenters, such as the CFA

Institute, expressing the view that the potential savings in compliance costs may be minimal.4

2.2. SEC’s ESG disclosure policy

The SEC did not originally impose a mandatory disclosure requirement for ESG informa-

tion, despite having provided guidelines on climate change and other ESG-related disclosures

over the past decade (Dabbebi, Lassoued, and Khanchel, 2022). However, the SEC has been

addressing the demand for climate-related financial disclosure amid increasing interest in dis-

closures about climate change. For instance, the Sustainability Accounting Standards Board

(2016) analyzed over 276 non-form comments submitted to the SEC, finding that two-thirds

expressed sustainability-related concerns; more than 80% of these comments advocated for en-

hanced sustainability information in SEC filings, while only 10% opposed SEC requirements.5

In this milieu, the SEC has recently implemented obligations for ESG disclosures. On March

15, 2021, the SEC announced its intention to evaluate disclosure rules on climate change with

the goal of ensuring consistency, comparability, and reliability.6 Furthermore, on March 21,

2022, the SEC issued a proposed regulation aimed at amplifying and standardizing climate

disclosure prerequisites applicable to companies. The proposed rules from the SEC necessitate

larger corporations to provide attestation reports, verified by independent auditors, regarding

their Scope 1 and 2 emissions. Conversely, SRCs are granted exceptions from revealing Scope

3 GHG emissions. Additionally, SRCs would benefit from an extra year of transition, implying

3https://www.sec.gov/files/rules/final/2018/33-10513.pdf
4https://www.sec.gov/comments/s7-12-16/s71216-20.pdf
5https://www.sasb.org/wp-content/uploads/2019/08/StateofDisclosure-Report-113016v2-1.pdf
6https://www.sec.gov/news/public-statement/lee-climate-change-disclosures
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that all other obligatory disclosures would be mandated by 2025. Regarding these proposed

rules, the SEC has received over 5,000 comment letters from businesses, organizations, and

politicians addressing this issue and ESG disclosure,7 which shows the importance and social

interest of the matter.

Although these ESG disclosure regulations will become mandatory starting in 2025, the 2018

SRC rule reform discussed in this paper can offer preemptive policy implications with regard

to the upcoming ESG disclosure obligations set by the SEC. This is because SRC’s reduced

mandatory disclosure items are directly or indirectly related to the company’s ESG activities.

Specifically, these reduced disclosure obligations are directly associated with the G component

of the ESG framework, while also holding an indirect connection to the E and S components:8

- G components directly linked to disclosure items for SRC: For instance, disclosure

items such as Executive Compensation (Item 402), Corporate Governance (Item 407), and

Management’s Discussion and Analysis of Financial Condition and Results of Operations (Item

303) are linked with matters of corporate governance. Furthermore, because ESG rating agencies

highly value how well a company manages shareholder interests, considering it a crucial factor

when assessing governance, the disclosure item concerning the Market Price of and Dividends on

the Registrant’s Common Equity and Related Stockholder Matters (Item 201) is also connected

to the governance aspect.

- E and S components indirectly linked to disclosure items for SRC: In contrast

to the direct linkage observed with the G component, the E and S components exhibit a more

indirect relationship with these disclosure obligations. For example, companies may invest in

environmentally-friendly technology or abstain from investing in environmentally detrimental

assets. Or they could enhance the frequency of equipment maintenance, leading to a decreased

environmental footprint. Such investments and expenditures are intertwined with the com-

pany’s cash flows, thereby imparting relevance to the disclosure items. Within this context,

7https://www.sec.gov/comments/climate-disclosure/cll12.htm
8Appendix A offers an overview of the scaled disclosure criteria relevant to SRCs.
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even though the prevailing disclosure regulations by the SEC do not necessitate the distinct

reporting of the E and S components themselves, there remains an indirect correlation be-

tween these components and disclosure aspects, such as Selected Financial Data (Item 301)

and Supplementary Financial Information (Item 302). Meanwhile, with regard to Transactions

with Related Persons, Promoters, and Certain Control Persons (Item 404), its relevance lies in

connection to the S Component, primarily concerning matters of business ethics. Notably, this

particular item stands out as an exception where the stipulated criteria for smaller reporting

companies are more rigorous compared to those applied to larger reporting entities. Unlike var-

ious other disclosure items, when a company attains the SRC status, it is burdened to provide

a more comprehensive and detailed disclosure for this specific item.

In this regard, while the 2018 SRC rule reform indirectly correlates with these environmental

and social disclosure aspects, analyzing how companies with reduced disclosure obligations

responded to ESG concerns can provide insights into the potential policy implications regarding

how companies will incorporate these considerations into the SEC’s forthcoming, more explicit

ESG disclosure requirements.

3. Hypothesis development

3.1. Reduced mandatory disclosure and ESG score

On the one hand, a reduction in mandatory disclosures may eventually lead to a decrease

in ESG scores. Firms may perceive ESG profiles as costly and not intrinsically aligned with

their core business activities. In such circumstances, it is possible that they might be motivated

to curtail their dedication to ESG profiles, particularly when confronted with an alleviation of

the mandatory disclosure. Specifically for ESG practices, if firms perceive reduced mandatory

disclosure as an opportunity to lower overall disclosure, they might reduce their ESG efforts

accordingly. This could lead to a decline in ESG score, as firms are less transparent and less

accountable to stakeholders regarding their ESG profiles. In this context, several previous stud-
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ies emphasized that the comprehensive disclosure of information constitutes a crucial aspect of

ESG practices. Chen, Hung, and Wang (2018) show that mandatory ESG disclosure creates a

sense of responsibility for firms to enhance their commitment to ESG, leading to a wider range

of ESG activities across various issues as they compare and disclose their actions alongside

peer firms. Hess (2007) contends that the implementation of mandatory non-financial disclo-

sure regulations serves the purpose of promoting transparency, thereby diminishing information

asymmetries that may exist between businesses and their stakeholders. Based on the above con-

siderations, I hypothesize that treated firms will decrease ESG practice after the SEC’s small

reporting companies rule reform. Hence, I test the following:

Hypothesis 1a: Treated firms decrease ESG scores after the SRC reform.

On the other hand, considering the managerial cost and effort associated with mandatory

disclosure, a reduction in mandatory disclosure may lessen the pressure on firms to focus on

short-term financial metrics, allowing them to allocate more attention and resources to long-

term investments such as ESG practices. In other words, with fewer mandatory reporting re-

quirements, managers might not feel compelled to prioritize short-term performance indicators

to satisfy investors or analysts (Kraft, Vashishtha, and Venkatachalam, 2017). This shift could

free up managerial resources to invest in long-term projects that may not yield immediate fi-

nancial returns but are beneficial in the long run (Dambra and Gustafson, 2021; Lewis and

White, 2023). Additionally, the cost savings from reduced disclosure efforts can be reallocated

to fund these long-term investments. Advocates supporting the amendments (e.g., Small Busi-

ness Committee) also argue that treated firms, when relieved from disclosure requirements,

can save resources by reducing disclosures and allocate those saved resources to investments,

ultimately increasing their overall investment. Given that ESG profiles often involve immediate

costs with long-term benefits (e.g., Oikonomou, Platanakis, and Sutcliffe, 2018; Cox, Bram-

mer, and Millington, 2004; Hillman and Keim, 2001), treated firms under disclosure relief may

10



be likely to increase their ESG investment. Furthermore, as firms enhance their ESG efforts,

they might choose to voluntarily disclose this information to stakeholders, leveraging voluntary

disclosure to signal their commitment to long-term value creation. Based on the above consid-

erations, I hypothesize that treated firms will enhance ESG practice after the small reporting

companies rule reform. Hence, I test the following:

Hypothesis 1b: Treated firms enhance ESG scores after the SRC reform.

3.2. Disclosure vs. real effect channel

The potential change in ESG scores may arise from two distinct sources: (i) firms might

disclose more or less of the ESG activities they are already undertaking, or (ii) they might

change the actual level of real ESG activity itself. Since both disclosure behavior and real

ESG investment could plausibly move in either direction, the SRC reform’s overall impact on

ESG scores—and how it varies across firms—remains an empirical question that motivates the

analysis that follows. Accordingly, the next two subsections present separate predictions and

empirical strategies for each mechanism, beginning with the disclosure channel and then turning

to the real-effect channel.

3.2.1. Disclosure channel

The SRC reform is a disclosure shock that has changed the mandatory disclosure regulations.

Companies newly classified as SRC no longer have to disclose as much as before and can save

costs by reducing disclosure. As a result, financial statements may become more uncertain, and

information disclosure costs may decrease. However, the choice of whether companies newly

classified as SRC reduce disclosure is voluntary, and it is unclear whether and how the change

in mandatory disclosure policy actually affects companies’ ESG information disclosure.

Notably, the traditional theory linking mandatory and voluntary disclosures as complements

or substitutes does not fully explain the impact of changes in mandatory disclosure regulations
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due to the SRC disclosure shock on ESG disclosures. This is because ESG disclosure is not

entirely voluntary, and the status of some ESG items may change depending on a company’s

SRC status. In other words, ESG disclosures consist of both mandatory and voluntary compo-

nents (Holder-Webb, Cohen, Nath, and Wood, 2008; Hope and Lu, 2020). Specifically, certain

ESG-related information must be disclosed by firms according to SEC rules, particularly in

mandatory filings like the 10-K, proxy statements, and other corporate reports. For exam-

ple, as discussed in Appendix A, governance disclosures—such as Corporate Governance (Item

407), Executive Compensation (Item 402), and Management’s Discussion & Analysis of Finan-

cial Condition and Results of Operations (Item 303)—are mandatory for non-SRC firms, but

SRC firms can choose whether to disclose them voluntarily. In addition to mandatory disclo-

sures, firms can also choose to provide voluntary governance information, often including details

not required by SEC regulations but considered important for investor relations and corporate

image.

Before TD1

V D1

V D1
Non−ESG

V D1
ESG

MD1

MD1
Non−ESG

MD1
ESG

After TD2

V D2

V D2
Non−ESG

V D2
ESG

MD2

MD2
Non−ESG

MD2
ESG

To illustrate this relationship, total disclosure before the SRC reform (TD1) consists of

mandatory disclosure (MD1) and voluntary disclosure (V D1). Each is further broken down

into mandatory ESG disclosure (MD1
ESG), mandatory non-ESG disclosure (MD1

Non-ESG), volun-

tary ESG disclosure (V D1
ESG), and voluntary non-ESG disclosure (V D1

Non-ESG). Similarly, total

12



disclosure after the SRC reform (TD2) consists of mandatory disclosure (MD2) and voluntary

disclosure (V D2), which include mandatory ESG disclosure (MD2
ESG), mandatory non-ESG dis-

closure (MD2
Non-ESG), voluntary ESG disclosure (V D2

ESG), and voluntary non-ESG disclosure

(V D2
Non-ESG). It is uncertain whether total ESG disclosure before the reform (MD1

ESG+V D1
ESG)

will be greater than total ESG disclosure after the reform (MD2
ESG + V D2

ESG).

Given that the SRC reform relaxes mandatory disclosure requirements, it is reasonable to

assume that MD2
ESG ≤ MD1

ESG, as firms are no longer obligated to disclose certain ESG in-

formation. However, the change in voluntary ESG disclosure, V D2
ESG − V D1

ESG, is uncertain.

Firms may choose to compensate for reduced mandatory disclosures by increasing voluntary

disclosures, keep them the same, or even decrease them further. Furthermore, despite the relax-

ation of mandatory disclosure requirements, firms may not necessarily reduce their voluntary

disclosures. Some firms may prefer to maintain their existing disclosure practices rather than

adapt to new regulatory changes (Cohen, Malloy, and Nguyen, 2020), voluntarily continuing

to disclose ESG information previously required under mandatory disclosure. Therefore, even

though MD2
ESG ≤ MD1

ESG, it is possible that V D2
ESG ≥ V D1

ESG, offsetting the decrease in

mandatory disclosures. This indicates that changes in mandatory disclosure may not necessar-

ily lead to a reduction in total ESG disclosures. By specifically examining these inequalities, I

highlight the non-obvious nature of the net effect on ESG disclosures, emphasizing the need for

empirical investigation to determine how firms adjust their overall ESG disclosures (MD2
ESG −

MD1
ESG + V D2

ESG − V D1
ESG) in response to changes in mandatory requirements.

In this context, firms are reorganizing to reach a new equilibrium regarding disclosure before

and after the SRC reform. Under this new equilibrium, ESG database agents will ultimately

evaluate companies’ ESG practices based on the disclosed information and produce an ESG

score. Within this framework, I investigate how changes in mandatory disclosure regulations

influence the overall ESG disclosure by companies. Hence, I test the following:

Hypothesis 2a: Treated firms decrease ESG disclosures after the SRC reform.
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Hypothesis 2b: Treated firms increase ESG disclosures after the SRC reform.

3.2.2. Real effect channel

The previous discussion highlights that the SRC reform could influence ESG scores not only

through altered disclosure behaviors but also by affecting firms’ actual ESG-related invest-

ments. While it may seem straightforward that a reduction in disclosure mandates would lead

firms to scale back real ESG activities—owing to diminished external scrutiny and decreased

accountability—there is substantial complexity and uncertainty surrounding this relationship.

On one hand, reduced mandatory disclosure requirements could indeed lower external pres-

sure and visibility regarding firms’ ESG practices. This diminished oversight might incentivize

managers to cut down on actual ESG efforts, particularly if such initiatives are perceived as

costly or peripheral to core business strategies. Thus, firms might channel resources away from

ESG activities toward more immediate, financially measurable projects.

On the other hand, fewer mandatory disclosures might significantly alleviate compliance-

related burdens. This reduction in regulatory and administrative costs could allow firms—particularly

those financially constrained—to allocate newly freed resources towards long-term strategic ini-

tiatives, including ESG projects. Such investments typically require sustained commitment and

substantial resource allocation, factors that may be more feasible in the absence of stringent

short-term reporting obligations.

Prior literature provides analogies that illustrate these competing possibilities. For example,

research around the JOBS Act and similar disclosure reforms has documented scenarios where

reductions in mandatory disclosure either hindered or facilitated long-term investment, con-

tingent upon specific firm characteristics such as financial constraints or managerial incentives

(Kraft, Vashishtha, and Venkatachalam, 2017; Dambra and Gustafson, 2021). Therefore, the

net effect of relaxed disclosure requirements on actual ESG investments remains ambiguous and

hinges on which underlying mechanism predominates.

Given this dual potential—where reduced disclosure mandates could either negatively im-
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pact real ESG activities due to decreased oversight or positively affect ESG investment by easing

compliance burdens—the overall directional effect is uncertain. Consequently, rather than mak-

ing strong directional predictions, it becomes critical to empirically investigate and disentangle

which mechanism dominates following the SRC reform. Based on these considerations, I test

the following:

Hypothesis 3a: Treated firms decrease their real ESG efforts after the SRC reform.

Hypothesis 3b: Treated firms increase their real ESG efforts after the SRC reform.

4. Data and summary statistics

To empirically test the hypothesis developed above, I examine the impact of reduced manda-

tory disclosure on ESG profiles by using the SEC’s 2018 rule reform as an exogenous shock to

firms’ ESG profiles proxied by ESG scores. To do so, I collect stock market and accounting data

from the Compustat database, ESG scores, board demographic, and ESG compensation schemes

data from Thomson Reuters’ Refinitiv Eikon database (hereafter, Eikon)9, ownership data from

Thomson Reuters’ Mutual Funds Holding (s12) and Institutional Holding (13f) database, the

number of analyst data from the IBES database, and public float data from the SEC’s EDGAR

database.10

Note that Eikon’s ESG coverage increases over time, which is also related to the distribution

of firm size proxied by public float. Specifically, Eikon initially focused on reporting ESG infor-

mation for large companies but has since expanded its coverage to include smaller companies.11

Figure 2 shows the availability of Eikon’s ESG data varies tremendously over the period, and

this ESG coverage is related to firm size, proxied by public float.12

9Regarding the matter of merging the Eikon ESG database with other databases, to identify unique ESG
information for each firm in every year, I exclude preferred stocks and stocks listed on the OTC market.
Subsequently, the remaining common stocks are primarily matched with COMPUSTAT using the CUSIP code,
while unmatched stocks are matched based on Ticker, CIK code, and company name.

10https://www.sec.gov/about/divisions-offices/division-economic-risk-analysis/data/financial-statement-
and-notes-data-set

11This is consistent with several previous studies reporting a noticeable increase in Eikon’s ESG Coverage
around 2016. (e.g. Lindsey, Pruitt, and Schiller, 2022; de la Fuente, Ortiz, and Velasco, 2022)

12As Eikon’s ESG coverage has increased rapidly since 2016, this paper faces a challenge because it is difficult
to directly test parallel trends before this period due to the limited number of data. Nevertheless, to address

15



Figure 2 About Here

4.1. Sample and variable construction

In my analysis, I confine the sample to the period between 2016 and 2019 to compare firms

uniformly before and after the 2018 reform. I exclude firms that meet the following criteria:

(i) firms with a public float exceeding $500 million in the pre-reform year, or (ii) firms with

a revenue of less than $100 million and a public float between $250 million and $700 million

in the pre-reform year. Specifically, my main focus is to ascertain whether companies with a

public float ranging from $75 million to $250 million exhibited a shift in their ESG practices

subsequent to obtaining the SRC status. To ensure a more balanced comparison, thus, I first

remove companies of substantial size by excluding those with a public float exceeding $500

million. Furthermore, I drop out companies with revenues ranging from $250 million to $700

million to concentrate more rigorously on the influence of the public float threshold, without the

potential distortion of results stemming from the revenue threshold.13 This allows for a more

reasonable evaluation of the impact SRC designation had on their ESG strategies in contrast to

those entities that did not secure such a status. I restrict the sample to firms with non-missing

variables needed for the analyses. My final sample includes 1,142 firms with 3,032 firm-year

observations.

The main dependent variables in this paper are Eikon’s ESG information. Eikon’s ESG as-

sessments are divided into three main categories: environmental (E), social (S), and governance

(G), with each category containing multiple subcategories. Specifically, the environmental sec-

tion comprises three subcategories: emissions, environmental innovation, and resource use. In

the social section, there are four subcategories: community, human rights, product responsi-

bility, and workforce. Likewise, the governance section includes three subcategories: manage-

this issue, I conduct several placebo tests as robustness checks in this paper.
13However, there are 49 firms (165 firm-years observations) with revenues between $250 million and $700

million and public float below $500 million; these firms do not have a substantial impact on the overall results.
I also conduct an identical analysis but with these firms data included and the results remain qualitatively the
same.
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ment, shareholder practices, and CSR Strategy. More detailed explanations of ESG subcategory

scores are provided in Appendix B. As these subcategory scores are directly disclosed in Eikon,

it becomes possible to observe how the reduction in disclosure burden resulting from reforms

eventually affects individual ESG practices.

Measures of ESG practices for each firm are defined as follows. Log(ESG) is defined as the

natural logarithm of one plus a firm’s ESG profiles score. Similarly, Log(E), Log(S), and Log(G)

are defined as the natural logarithm of one plus a firm’s E, S, and G performance scores, respec-

tively. I also include the subcategory scores of E, S, and G. Emission, Innovation, and Resource

Use are defined as the natural logarithm of one plus a firm’s emission, environmental innovation,

and resource use scores, respectively. Community, Human Right, Product Responsibility, and

Workforce are defined as the natural logarithm of one plus a firm’s community, human rights,

product responsibility, and workforce scores, respectively. Management, Shareholder, and CSR

Strategy are defined as the natural logarithm of one plus a firm’s management, shareholder

practices, and CSR Strategy scores, respectively.

Given that Eikon’s ESG scores are based on the transparency of companies’ reporting, it is

also important to delve into the disclosure effect of companies regarding ESG issues.14 Measures

of ESG disclosures for each firm are defined as follows. ESGKPI
Disclosure is defined as a ratio of

disclosed Key Performance Indicator (hereafter, KPI) ESG items to total KPI ESG items. This

suggests the quality and extent to which companies disclose important ESG-related information

that significantly affects Eikon’s ESG score evaluation.15,16 Similarly, EKPI
Disclosure, S

KPI
Disclosure, and

14In Eikon, companies that do not report any information within a category are automatically assigned a zero
ESG score. Thus, the complete absence of information disclosure will have a more negative impact on the ESG
score.

15Specifically, as of 2021, Eikon collect a total of 737 firm-level ESG items, including ESG score items. Of
these, a subset of 186 items represents the most important data measures used in ESG scoring. The list of KPIs
differs from one industry to another based on the importance of data measures for each industry. These 186
items are derived through a relevance assessment in each industry and are subsequently used to calculate the
ESG scores of the companies.

16Not reporting ‘immaterial’ ESG data has a limited impact on a company’s ESG score, whereas not reporting
on ‘highly material’ ESG data will negatively affect a company’s ESG score. For example, Scope 3 carbon
emissions information is considered a KPI in the Automobiles & Auto Parts and Chemicals industries, but
it is not considered a KPI in the Collective Investments and Biotechnology & Medical Research industries.
Consequently, failure to disclose Scope 3 carbon emissions information for companies in the former industry
has a significant negative impact on Eikon’s ESG score, whereas this is not the case for companies in the latter
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GKPI
Disclosure are defined as ratios of disclosed KPI E, S, and G items to total KPI E, S, and G

items, respectively. Additionally, I also utilize Eikon’s CSR reporting score, which assesses the

procedural quality of CSR disclosures, such as publishing a separate CSR report or section in

its annual report. In particular, Log(CSRReport
Score ) is defined as the natural logarithm of one plus

a firm’s Eikon ESG reporting score. I(CSRReport
Score >0) is defined as an indicator variable that

equals one if a firm’s Eikon CSR reporting score is above zero and zero otherwise.

As proxies for ESG-practice mechanisms, I consider board characteristic channels. Female%

is the ratio of female directors to total directors. ESGD
Investor is an indicator variable that

equals one if ESG-focused institutional investors have outstanding shares of the firm and zero

otherwise. Second, I consider ESG-focused investor channels. ESGOwn% is ownership by ESG-

focused institutional investors scaled by ownership by all investors. Specifically, I examine s12

and 13f filings to calculate the proportion of shares held by institutional investors prioritizing

ESG factors, relying on the names of these investors for identification.17 Third, I examine gover-

nance channels using analyst coverage. Analyst is analyst coverage, measured as the number of

analysts with annual earnings forecasts. Fourth, I consider the severity of financial constraints

channels. Based on Hadlock and Pierce (2010), SAIndex is defined as an index of financial con-

straints. Similarly, Z-score is defined as an index of financial risk based on the Altman Z-Score

(1968) model. A higher (lower) value of the SAIndex (Z-score) indicates that there are serious

financial constraints or risks in a firm. Additionally, I classify firms with persistent negative net

cash flows in pre-reform periods as financially constrained, aligning with findings from previous

literature (e.g., Allayannis and Mozumdar, 2004; Denis and McKeon, 2021). Finally, to capture

environmental exposure, I classify firms in environmentally intensive sectors—those with SIC

codes below 5000 such as agriculture, mining, manufacturing, transportation, and utilities—as

industry.
17Following Cornaggia and Cornaggia (2023), I categorize a fund as an ESG-focused investor if its name

includes any of the specified keywords: “carbon”, “clean”, “climate”, “ESG”, “CSR”, “environment”, “ethics”,
“ethical”, “green”, “justice”, “planet”, “social”, “socially”, “sustain”, “sustainable”, “sustainability”, “respon-
sible”, “responsibility”, “water”, “women”, and “values”. Note that some firms may have minor ESG-related
investors that might not be apparent in s12 and 13f filings. Nevertheless, these ESG-focused investors can be
indicative of the presence of a major ESG investor.
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‘dirty’ industries (e.g. Hart and Ahuja, 1996; Walls and Berrone, 2017; Degryse, Goncharenko,

Theunisz, and Vadasz, 2023).

Control variables are defined as follows. Firm size (Size) is the natural logarithm of total

assets. Market-to-book ratio (MTB) is the ratio of the market value of equity to total assets.

ROA (ROA) is return on assets, which is calculated by dividing a firm’s net income by its total

assets. Investment (Investment) is the sum of capital expenditures and research development

expenditures scaled by total assets. Leverage ratio (Leverage) is the ratio of debt to total assets.

Log(Float) is the natural logarithm of one plus a firm’s public float. Log(Float)2 is the square

of the natural logarithm of one plus a firm’s public float. All financial variables are defined in

Appendix C and winsorized at 1 percent on both tails of the distribution.

4.2. Summary statistics

I report summary statistics for sample firms from 2016 through 2019 in Table 1. In my

sample, approximately 38.4% of the firms are categorized as affected by the SEC’s reform of

the smaller reporting company rule. The average size of firms in the full sample is 6.283, which

is equivalent to about $2.40 billion in total assets. This implies that firms included in the sample

are generally small to medium-sized. Eikon’s ESG scores are computed on a scale of up to 100

points. The mean values of ESG scores, E scores, S scores, and G scores are 26.52, 8.03, 29.02,

and 37.67 points, respectively. As such, on average, small and medium-sized U.S. companies

exhibit weaker ESG profiles, particularly in the environmental and social sectors. Additionally,

the mean values of the ESG, E, S, and G KPI disclosure ratios (ESGKPI
Disclosure, E

KPI
Disclosure,

SKPI
Disclosure, and GKPI

Disclosure) are 34.9%, 5.0%, 24.2%, and 59.5%, respectively. This suggests that

small and medium-sized U.S. companies tend to disclose a more significant amount of important

governance-related information in their ESG disclosures. Moreover, around 14.8% of the firms in

the sample have executive contracts that are explicitly linked to ESG profiles (ESGPayD). This

finding indicates that small and medium-sized U.S. companies in the sample do not generally

place high importance on ESG matters.
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Table 1 About Here

5. Empirical results

In this section, I first analyze the overall impact of the SRC reform on firms’ ESG scores.

Next, I examine whether changes in ESG scores reflect real adjustments in corporate ESG

activities or are primarily driven by disclosure effects. Finally, I explore heterogeneity in firm

responses to the disclosure shock to assess whether the observed ESG outcomes stem from

strategic managerial decisions or merely mechanical responses to reduced mandatory disclosure.

5.1. The effects of the SRC reform on ESG

5.1.1. Main results: ESG Score

I initiate my analysis by testing Hypothesis 1a (1b), which posits that treated firms decrease

(enhance) ESG scores after the SRC reform. I conduct difference-in-differences regressions of

firms’ ESG and each environmental (E), social (S), and governance (G) information around

the SRC reform. One difference is based on whether a firm’s public float is between $75 mil-

lion and $250 million in the pre-reform year, indicating that these firms transition from not

being classified as small reporting companies before the reform to being categorized as such

after the reform. The other difference resides within the time dimension—before and after the

implementation of the SRC reform. Figure 3 illustrates my identification strategy.

Figure 3 About Here

The regression specification is as follows:

Log(ESG) = β0 + β1Treated+ β2After + β3Treated× After +Xi + FE (1)

Log(ESG) is the natural logarithm of one plus a firm’s ESG score. Treated is an indicator
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variable that equals one if a firm’s public float is between $75 million and $250 million in the

pre-reform year and zero otherwise. After is also an indicator variable that equals one for the

post-reform period after the effective date of the SRC reform, September 10, 2018, and zero

otherwise.18 If Hypothesis 1a (1b) is valid, the coefficient on Treated × After (β3) should be

negative (positive) and statistically significant. Xi indicates firm-level characteristics that I

control for in the regressions. I control for Size, MTB, ROA, Investment, Leverage, Log(Float),

and Log(Float)2. FE indicates firm and year fixed effects. I cluster standard errors at the firm

level.

Table 2 presents the results of the analysis. In columns (1)–(2), the coefficient on Treated ×

After is negative and statistically significant, thereby supporting Hypothesis 1a. The estimated

coefficient shown in column (2) indicates that, during the post-reform period, ESG scores of

treated firms decreased by 7.8% more compared to those of control firms. As such, the results

reported in this table indicate that firms are inclined to reduce their ESG practices after the

disclosure relief, implying the presence of opportunistic behavior regarding their ESG efforts,

even though the coefficients on Treated × After in columns (5) and (6) are negative but sta-

tistically insignificant. Similarly, the estimated coefficient in columns (4) and (8) indicates that

following the enactment of the SRC reform, treated firms’ E and G scores exhibited a substan-

tial decrease of 26.6% and 13.2%, respectively, in comparison to the E and G scores of control

firms. In columns (5) and (6), however, the coefficient on Treated × After is negative but sta-

tistically insignificant, implying that treated firms did not experience significant changes in S

scores when compared with control firms. As such, treated firms diminished ESG profiles with

decreased disclosure obligations, primarily due to deteriorated environmental and governance

practices.

Table 2 About Here

18In this regard, for example, if Eikon reports ESG information before September 10, 2018, I consider it as
part of the pre-reform period, even if this information was reported in 2018. For robustness checking, I regard
ESG information reported after June 28, 2018 (the announcement date of this SRC reform), as post-reform and
conduct the same analysis. However, the results remain qualitatively unchanged.
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Figure A1 presents the time trends in the industry-adjusted ESG score, measured as the ratio

of a firm’s ESG score to the industry-mean ESG score. This figure captures how each firm’s ESG

performance compares to the average ESG level within its own industry. The control group is

further divided into two subgroups: Always SRC, consisting of firms with a public float below $75

million that are consistently classified as SRC throughout the sample period, and Never SRC,

comprising firms with a float above $250 million that were never classified as SRC. Treated firms

that became newly eligible for SRC due to the reform show a persistent decline relative to their

industry peers after 2018, with their ESG scores falling to 80–90 percent of the industry average

by 2020. This suggests that ESG performance weakened following the relaxation of mandatory

disclosure requirements. In contrast, Never SRC firms—typically larger in size—maintain ESG

scores above the industry average throughout the sample period, showing little responsiveness

to the reform. Always SRC firms, which have long been exempt from disclosure mandates,

consistently underperform their industry peers in ESG, reflecting a structurally lower level of

ESG engagement. These patterns are consistent with the results reported in Table 2.

5.1.2. ESG Subcategories

In this section, I explore ESG subcategories to identify which types of ESG activities are

most affected by the reduced mandatory disclosure requirements introduced by the SRC reform.

Building on the overall decline in ESG scores documented in Table 2, I provide a more granular

analysis by disaggregating the ESG dimension into its constituent subcategories. As outlined

in Appendix B, the Eikon database evaluates ESG performance across a set of environmental,

social, and governance indicators.

Figure 4 displays the estimated effects on ten ESG subcategories: three from the E pillar,

four from the S pillar, and three from the G pillar. Among the environmental subcategories,

the reform leads to a statistically significant decline in scores for resource use and green inno-

vation, while emission scores remain unaffected. For the social pillar, significant reductions are

observed in human rights and workforce scores, while product responsibility shows a moderate

decline. The community score slightly increases, albeit only weakly. Regarding the governance
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dimension, the SRC reform significantly reduces scores in all areas, CSR strategy management,

and shareholder subcategory. These results underscore that the negative effects of the SRC

reform are concentrated in particular aspects of ESG, rather than occurring uniformly across

all subcategories.

Figure 4 About Here

5.2. Disclosure vs. real effect channel

The potential impact of mandatory disclosure reforms on firms’ ESG profiles involves two

distinct channels: disclosure effects and real activity effects. Mandatory disclosure rules directly

influence how firms communicate their ESG practices, which can affect their external ESG

ratings independently of actual changes in underlying activities. At the same time, these reforms

may indirectly prompt firms to modify their real ESG-related investments and operations.

Consequently, distinguishing between changes driven by disclosure adjustments versus those

arising from actual changes in ESG-related corporate behaviors is critical. In this section, I

separately analyze these two channels, starting with the disclosure channel and subsequently

examining the real-effect channel.

5.2.1. Disclosure channel

Given that the impact of ESG disclosure is inevitably tied to the underlying ESG activi-

ties, I investigate how the reduction in mandatory disclosure due to SRC reform affects ESG-

related disclosures within the text of the 10-K and how it impacts ESG disclosures in the Eikon

database.

Panel A of Table 3 presents the results of the analysis of the 10-K filings. I include firm

fixed effects to obtain the results reported in all columns and additionally include year fixed ef-

fects for even-numbered columns.19 Specifically, I perform the baseline difference-in-differences

19In this and other tables throughout the paper, After variable is estimated with year fixed effects because
it captures the period after September 10, 2018, rather than the entire year of 2018. In particular, year fixed
effects control for year-over-year changes, and After specifically identifies the timing of the reform, allowing for
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analysis using equation (1) while restricting the sample to firms with public floats between

$0 and $500 million. First, I examine the count of ESG-related keywords from the “Business”

section of Item 1 and “Risk Factors” section of Item 1A in 10-K filings.20 Log(EItem 1&1A
Num ),

Log(SItem 1&1A
Num ), and Log(GItem 1&1A

Num ) are the natural logarithms of the counts of environmen-

tal, social, and governance-related keywords, respectively, extracted from the Item 1 and 1A

sections in 10-K filings. Second, I investigate the file size of DEF 14A (Proxy Statement), which

contains corporate governance-related documents. Since firms disclose corporate governance-

related information practically through DEF 14A filings in connection with SRC disclosure

accommodation, the file size of this document serves as a proxy for governance disclosure.

Log(GDEF 14A
FileSize ) is the natural logarithm of the file size of DEF 14A. In columns (1)–(2), the

coefficients on Treated × After are negative and statistically significant, suggesting that after

the SRC reform, treated firms significantly reduced their environmental-related keywords in the

“Business” section of Item 1 and “Risk Factors” section of Item 1A in 10-K filings. However, the

coefficients in columns (3)–(6) are negative but statistically insignificant. In columns (7)–(8),

the coefficients on Treated × After are negative and statistically significant, indicating that

treated firms significantly reduced their governance-related disclosure in the DEF 14A filings.

Panel B of Table 3 presents the results of the analysis of ESG disclosures in the Eikon

database. In columns (1)–(2), the coefficient on Treated × After is negative and statistically

significant, implying that during the post-reform period, ESG disclosures of treated firms signif-

icantly decrease. In addition, the coefficient on Treated × After in columns (3)–(4) is negative

and statistically significant, indicating that following the enactment of the SRC reform, CSR

reporting scores of treated firms decreased by 22.7% (22.8%) more compared to those of con-

trol firms. Because Eikon’s CSR reporting score reflects the company’s commitment to either

publishing a separate CSR report or including a section in its annual report on this subject, the

result suggests that treated firms may reduce the procedural quality of ESG disclosures under

the distinction of the treatment effect starting from the reform date.
20In particular, I use the ESG dictionary proposed by Baier, Berninger, and Kiesel (2020), which con-

sists of 34 subcategories that include 482 words. The ESG word list can be accessed electronically at
https://sites.google.com/site/fkieselde/research.
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disclosure relief. Similarly, the coefficient on Treated × After in columns (5)–(6) is negative and

statistically significant, suggesting that treated firms having no ESG reporting activity increase

during the post-reform period.

Table 3 About Here

Furthermore, I separate the ESG disclosure ratio into its component parts, revealing that

the post-reform decrease in ESG disclosure is significant not only in governance but also in en-

vironmental and social disclosures. Table 4 presents the results of the analysis. The coefficient

estimates on Treated × After are all negative and statistically significant when the environ-

mental, social, and governance disclosure ratio are used as the dependent variable. The results

suggest that, while the reduced disclosure obligations for SRCs may be indirectly related to envi-

ronmental and social components by nature, treated firms also decrease their environmental and

social disclosures in addition to governance disclosures. This result somewhat aligns well with

prior literature that emphasizes accounting disclosure as a primary channel through which the

public learns about corporate environmental and social practices (Patten, 1991; Chan, Watson,

and Woodliff, 2014; Hughes, Anderson, and Golden, 2001). As such, the reduction in mandatory

disclosure due to the SRC reform results in treated firms reducing the quality and effort of ESG

disclosure, and this impact is observed consistently across the areas of environment, society,

and governance.

Table 4 About Here

Overall, the empirical patterns documented above are most coherently interpreted through

the disclosure framework laid out in Section 3.2.1. In that framework, ESG reporting is the sum

of mandatory (MDESG) and voluntary (V DESG) components. After the reform, the mandatory

portion is reduced (MD2
ESG ≤ MD1

ESG) because newly classified SRC firms are no longer

obligated to disclose certain governance or other ESG-related items (e.g., compensation, board

committees). The empirical results presented in Table 4 align closely with this theoretical
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expectation. Specifically, the statistically significant negative coefficients on Treated × After for

governance disclosures in DEF 14A filings and environmental disclosures in the “Business” and

“Risk Factors” sections of the 10-K filings indicate that treated firms reduce their mandatory

ESG disclosure (MD2
ESG < MD1

ESG). These reductions reflect precisely the expected response

to the relaxation of mandatory disclosure requirements. Moreover, the negative and significant

coefficients in Table 4, particularly in the Eikon CSR reporting scores, suggest that voluntary

ESG disclosure (V DESG) did not sufficiently increase to offset the reduction in mandatory ESG

disclosure. These empirical results, interpreted within the theoretical framework, provide robust

support for Hypothesis 2a that treated firms decrease ESG disclosures after the SRC reform.

5.2.2. Real effect channel

The results thus far suggest that mandatory disclosure leads to less ESG disclosure for

the typical small U.S. public firm, possibly resulting in lower ESG disclosure and lower ESG

scores. Lastly, I investigate whether the reduced ESG scores are also driven, in part, by adjust-

ments to real corporate ESG activities. There are, however, several ex-ante reasons to anticipate

that changes in real ESG activities due to reduced mandatory disclosure requirements may be

minimal. First, implementing substantial alterations in ESG practices typically requires a con-

siderable amount of time, involving strategic planning (Van Duuren, Plantinga, and Scholtens,

2016), resource allocation, or operational adjustments (Ferreira, 2022). Such long-term ini-

tiatives are less likely to respond immediately to changes in disclosure regulations. Second,

empirical evidence from prior studies examining the impact of the SRC reform on investment

found no significant effect on firms’ overall investment levels (Gustafson and Shin, 2024; Wang,

2023), suggesting that firms may not be altering their capital expenditures in ways that would

affect real ESG activities. Third, the observed reductions in ESG disclosures and scores are pri-

marily driven by firms that prioritize ESG profiles as key organizational objectives. These firms

are less inclined to engage in meaningful ESG activities regardless of disclosure requirements,

suggesting that any regulatory changes are more likely to influence their reporting practices

rather than prompt adjustments in actual ESG efforts.
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To test this, I examine the impact of the reduction in mandatory disclosure on carbon

emissions and donations, two variables with sufficient firm-year observations both before and

after the SRC reform in Eikon and Bloomberg ESG databases. I present the results in Table 5.

In Panel A, the dependent variables are CO2SaleV ol, CO2SaleEPA, and CO2SaleCombine in

columns (1)–(2), (3)–(4), and (5)–(6), respectively. CO2SaleV ol is the amount of carbon emis-

sions voluntarily disclosed in the Eikon and Bloomberg databases, divided by the company’s

sales. CO2SaleEPA is the amount of carbon emissions mandatorily disclosed to the Environmen-

tal Protection Agency (EPA), divided by the company’s sales, and is considered in a different

context than CO2SaleV ol. Even companies that have reduced their disclosure obligations due

to the SRC reform may still have reporting obligations to the EPA. CO2SaleCombine is the sum

of carbon emissions voluntarily disclosed to ESG databases and those mandatorily disclosed

to the EPA, divided by the company’s sales. The coefficients on Treated × After in columns

(1)–(6) are positive but insignificant, with the exception of column (4), where it is marginally

significant. This suggests that the observed increase in firms’ carbon emissions following the

treatment is statistically insignificant across most specifications, indicating no robust evidence

of a substantial rise in emissions.

In Panel B, the dependent variables are DonationSaleComm and DonationSaleTotal in

columns (1)–(2) and (3)–(4), respectively. DonationSaleComm is the amount that companies

donate to the community, divided by the company’s sales. DonationSaleTotal is the sum of do-

nations made to the community and to political groups, divided by the company’s sales. Similar

to Panel A, the coefficients on Treated × After in columns (1)–(4) are positive but insignificant,

suggesting that companies which have reduced the burden of mandatory disclosure have not

significantly changed their donation amounts.

Table 6 about Here

As a robustness check, I examine the impact of the reduction in mandatory disclosure on

disclosure for carbon emissions and donations. I present the results in Table A1 of the Internet
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Appendix. In Panel A, the dependent variables are CO2V ol
Disclose, CO2EPA

Disclose, and CO2Combine
Disclose

in columns (1)–(2), (3)–(4), and (5)–(6), respectively. In Panel B, the dependent variables

are DonationComm
Disclose and DonationTotal

Disclose in columns (1)–(2) and (3)–(4), respectively. The

coefficients on Treated × After are negative and significant in columns (1)–(2) of Panel A,

and columns (1)–(4) of Panel B. These results suggest that companies that have experienced a

reduction in their disclosure obligations may have actually disclosed less information related to

carbon emissions and donations, but this may not necessarily reflect a decline in ESG activities.

In conclusion, the results suggest that mandatory disclosure reforms have a limited impact

on firms’ actual ESG activities but primarily affect their disclosure efforts, as indicated by

carbon emissions and donation behavior. This lack of significant changes in real ESG activities

suggests that firms reducing their disclosure and experiencing decreased ESG scores are those

that do not prioritize ESG profiles, while firms that value ESG do not allow their scores to be

affected and maintain their disclosure practices. This finding implies that the observed changes

in ESG scores are more likely driven by variations in disclosure practices among firms less

committed to ESG, rather than meaningful shifts in corporate ESG policies across the board.

5.3. When ESG matters: heterogeneous firm responses to disclosure shock

In the previous section, I observe a negative impact of the SRC reform on ESG profiles

in treated firms, thereby supporting Hypothesis 1a. This decline in ESG profiles is shown to

be driven by a reduction in ESG-related disclosure. While this pattern may appear straight-

forward, it invites a deeper examination of the underlying mechanism. At first glance, the

reduced mandatory disclosure from the SRC reform seems destined to depress ESG disclosure

in a mechanical way: fewer mandated items may translate into thinner ESG reporting. Such a

mechanistic prediction, however, overlooks managers’ discretion. If ESG transparency carries

strategic value—helping retain purpose-driven investors, sustain reputational capital, or satisfy

incentive contracts—managers may select to keep ESG disclosure despite the de-burdening on

mandatory disclosure. Conversely, when ESG considerations are peripheral to the firm, the

same de-burdening provisions may prompt a decrease in ESG disclosure and score. These com-
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peting forces imply that the reform’s net effect is unlikely to be uniform; instead, it may vary

systematically with firm-specific attributes that proxy for the salience of ESG considerations.

Building on this idea, I next explore the possible mechanisms through which specific firm-

level characteristics can either amplify or alleviate the impact of the SRC reform on ESG

disclosure. Specifically, I examine whether the effect of the reform on ESG profiles varies with

firm-level characteristics that proxy for the strategic importance of ESG—such as board gen-

der diversity (Ben-Amar, Chang, and McIlkenny, 2017; McGuinness, Vieito, and Wang, 2017),

ESG-linked executive compensation (Hong, Li, and Minor, 2016; Luo, Wu, and Zhang, 2021),

ESG-focused ownership (Cornaggia and Cornaggia, 2023; Li, Patel, and Ramani, 2021), and

governance quality (Chava, 2014; Ferrell, Liang, and Renneboog, 2016)—as well as characteris-

tics like financial constraints (Chan, Chou, and Lo, 2017; Hong, Kubik, and Scheinkman, 2012)

and exposure to “dirty” industries that capture cases where ESG is likely to be deprioritized.

5.3.1. Board and shareholder attenuation

I test whether treated firms with higher board gender diversity, ESG-related executive com-

pensation, ESG-focused investors, or greater analyst coverage, experience a mitigated decrease

in ESG profiles following the SRC reform. I anticipate that these board and shareholder char-

acteristics may attenuate managers’ behavior of reducing ESG practices when confronted with

disclosure relief. The variable HighFemaleD is an indicator variable that equals one if a firm’s

female director ratio is above the median value and zero otherwise in the pre-reform year. The

variable ESGPayD is an indicator variable that equals one if a firm adopts a non-financial

performance-oriented compensation policy for executives based on ESG or sustainability fac-

tors and zero otherwise in the pre-reform year. The variable ESGD
Investor is an indicator variable

that equals one if ESG-focused institutional investors have outstanding shares of the firm and

zero otherwise. The variable HighAnalystD is an indicator variable that equals one if a firm’s

analyst coverage is above the median value and zero otherwise in the pre-reform year.

I report the results in Table 5. I include firm fixed effects to obtain the results reported in all

columns and additionally include year fixed effects for even-numbered columns. In columns (1)
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and (2), the coefficients on Treated × After × HighFemaleD and Treated × After × ESGPayD

are positive and statistically significant, though the coefficients on Treated × After are negative

and statistically significant. This result suggests that treated firms with higher board gender

diversity and ESG-related executive compensation mitigate the reduction in ESG scores caused

by the reform, while treated firms with less board gender diversity and without ESG-related

executive compensation experience more significant reductions in ESG scores. In column (3),

the coefficients on Treated × After × ESGD
Investor are positive and statistically significant,

even though the coefficients on Treated × After are negative and statistically significant. This

result suggests that treated firms with ESG-focused investors mitigate the negative impact of

the reform on ESG scores, while treated firms without ESG-focused investors experience larger

reductions in ESG scores. In column (4), the coefficients on Treated × After × HighAnalystD

are positive and statistically significant, although the coefficient on Treated × After is negative

and statistically significant. This finding suggests that treated firms with stronger governance,

proxied by greater analyst coverage, attenuate the negative impact of the reform on ESG

scores, whereas treated firms with lower governance experience more significant reductions in

ESG scores.21

These findings suggest that firms that have already strategically integrated ESG practices

and disclosures to cater to a variety of stakeholders are less impacted by changes in mandatory

disclosure requirements, as they have already committed to maintaining their ESG efforts re-

gardless of regulatory shifts. Since these firms consider ESG a strategic priority, the SRC reform

has less effect on their ESG activities.

Table 6 about Here

21I conduct a similar analysis on ESG disclosure ratio and obtained similar results to Table 5. Specifically,
treated firms with stronger governance, proxied by greater analyst coverage, which attenuated the negative
impact of the reform on ESG scores, experienced a mitigated decrease in ESG disclosure after the SRC reform.
I report these results in Table A2 of the Internet Appendix.
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5.3.2. Financial constraints and ditry industry exacerbation

I examine whether treated firms experiencing higher financial constraints exhibit a more

significant reduction in ESG scores following the SRC reform, and whether this reduction is

exacerbated for firms operating in environmentally intensive (’dirty’) sectors. I use three proxies

to measure financial constraints: the Altman Z-score, the SA Index, and persistent negative cash

flow. Specifically, LowZD is an indicator variable that equals one if a firm’s Altman Z-score is

below the median in the pre-reform year, while HighSAD equals one if a firm’s SA Index exceeds

the median in the pre-reform year. A lower Altman Z-score and higher SA Index indicate greater

financial distress. PersistentNegative
NCF denotes firms with persistently negative net cash flows pre-

reform. Additionally, DirtyInd identifies firms operating in environmentally intensive sectors,

defined as industries with SIC codes strictly below 5000 (e.g. Hart and Ahuja, 1996; Walls and

Berrone, 2017; Degryse, Goncharenko, Theunisz, and Vadasz, 2023), encompassing sectors with

significant carbon emissions such as agriculture, mining, manufacturing, transportation, and

utilities.

The regression results, presented in Table 7, include firm and year fixed effects in all spec-

ifications. Column (1) shows the coefficient on Treated × After × LowZD is negative and

statistically significant. Columns (2) and (3) similarly reveal significant negative coefficients for

Treated × After interacted with HighSAD and PersistentNegative
NCF , respectively. These findings

collectively suggest that financially constrained firms—characterized by lower Altman Z-scores,

higher SA Indexes, or persistent negative cash flows—experience a more pronounced decline

in ESG scores after the reform. Column (4) focuses on firms in dirty industries, showing a

negative and statistically significant coefficient on Treated × After × DirtyInd. This indicates

that treated firms within environmentally intensive sectors undergo greater reductions in ESG

profiles compared to firms in cleaner industries following the SRC reform.22

Together, these findings highlight that the reduction in mandatory ESG disclosures under

the SRC reform disproportionately affects financially constrained firms and those in environ-

22I conduct a similar analysis on the ESG disclosure ratio and obtain results similar to those in Table 5, which
are reported in Table A3 of the Internet Appendix.
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mentally intensive industries. The easing of regulatory requirements allows such firms to curtail

ESG transparency and associated practices more substantially, emphasizing their heightened

sensitivity to shifts in mandatory disclosure rules.

6. Robustness and additional evidence

6.1. Different bandwidth test

To further support the robustness of the result, in Table A4 of the Internet Appendix., I

report results on two distinct difference-in-differences analyses based on different bandwidths.

In particular, I repeat the baseline test in equation (1) after limiting the sample to firms with

public floats between $0 and $250 million (Panel A), and between $75 million and $500 million

(Panel B). The dependent variables in these regressions are Log(ESG), Log(E), Log(S), and

Log(G), respectively. The former’s control group consists of firms that already hold the small

reporting company status, while the latter’s control group comprises firms that do not have the

small reporting status throughout the entire sample period.

In Panel A, the coefficients for Treated × After are negative and significant in columns

(1)((2)), suggesting that following the enactment of the SRC reform, treated firms’ ESG scores

exhibited a substantial decrease of 13.1% (11.5%) compared to the ESG scores of control firms

that already held the small reporting company status. Similarly, in columns (3)–(8), the co-

efficients for Treated × After are negative and significant. This indicates that treated firms

experienced significant decreases in their E, S, and G scores—23.6% (22.2%), 10.6% (9.3%),

and 19.0% (17.0%), respectively—compared to control firms that already held small reporting

company status.

In Panel B, the coefficients associated with Treated × After demonstrate negative signifi-

cance in columns (1)((2)), implying that subsequent to the implementation of the SRC reform,

treated firms experienced a notable reduction in their ESG scores by 3.8% (5.4%) compared

to the scores of control firms that already held small reporting company status. Similarly, in

columns (3)((4)) and (7)((8)), the coefficients for Treated × After are negative and statistically
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significant, signaling significant decreases in treated firms’ E and G scores—29.2% (31.4%)

and 9.1% (11.4%), respectively—compared to the E and G scores of control firms that lacked

small reporting status throughout the entire sample period. However, the coefficient in columns

(5)((6)) is even positive and statistically significant. These findings indicate that treated firms

exhibited significant increases in S scores in comparison to control firms that did not have a

small reporting status throughout the entire sample period.23

Table 8 about Here

6.2. Placebo reform year test

It is plausible that, irrespective of the SRC reform, small-sized firms with a public float

between $75 million and $250 million may reduce their ESG practices. In such a scenario, I

should find a negative relationship between ESG scores and firms with a public float between

$75 million and $250 million. To test this possibility, I employ three placebo (non-reform)

periods: 2015–2018, 2017–2020, and 2018–2021, and repeat the analysis.

I present the results of the placebo reform tests in Table A5 of the Internet Appendix. The

dependent variable is Log(ESG), with the main variable of interest being TreatedP × AfterP .

TreatedP is an indicator variable set to one if a firm’s public float is between $75 million and

$250 million in the pre-reform years (2016, 2018, and 2019), and zero otherwise. AfterP is an

indicator variable set to one for the post placebo-reform periods following the effective placebo

dates (September 10, 2017, 2019, and 2020), and zero otherwise. The coefficient on TreatedP

× AfterP is statistically insignificant across all columns, suggesting no discernible relationship

between having a public float between $75 million and $250 million and ESG scores during the

23One of the reasons for the increase in S scores upon becoming a smaller reporting company, compared
to existing larger reporting companies, may be linked to the provision of “Transactions with Related Persons,
Promoters, and Certain Control Persons (Item 404)” in Regulation S-K, as shown in Appendix C. This is
the only item where the burden on smaller reporting companies exceeds that on larger reporting companies.
Specifically, smaller reporting firms are required to disclose transactions exceeding $120,000 or 1% of average
assets, along with additional details on underwriting, corporate relationships, promoters, and control persons.
These increased disclosure obligations can potentially enhance business ethics, a pivotal criterion in assessing
the S score in Eikon, particularly within the Community subcategory, as elaborated in Appendix B.

33



placebo reform periods. Thus, the results presented in this table imply that the decline in ESG

scores for small firms does not occur in the absence of SRC reform.

Table 9 about Here

6.3. Placebo threshold test

To mitigate the concern that my results are driven mainly by the effect of firm size, proxied

by public float, on ESG profiles during the sample period, I repeat the analysis using actual

and placebo thresholds, restricting firms with a public float below $1,000 million in the pre-

reform year. I then plot the coefficients and confidence intervals for interaction terms based

on actual thresholds (public float between $75 million and $250 million) or placebo thresholds

from Equation (1).

I present the results of the placebo reform tests in Figure A2. When using the placebo

threshold to deviate from the actual threshold ($75 million and $250 million), the proportion of

correctly defined firms decreases. For instance, with a placebo threshold of $35 million and $75

million, more companies that are always smaller reporting companies are included, resulting in

a non-statistically significant interaction term. As the placebo threshold gradually approaches

the actual range of $75 million to $250 million, both the statistical significance and the abso-

lute size of the coefficient increase. On the other hand, when using placebo thresholds at $205

million and $380 million, which means more companies not always classified as smaller report-

ing companies are included, the interaction term remains not statistically significant. As the

threshold moves further away from the actual range of $75 million to $250 million, statistical

significance decreases, accompanied by a decrease in the absolute size of the coefficient. These

findings suggest that our main results are not primarily influenced by the impact of a firm’s

size on ESG profiles during the sample period.
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6.4. Propensity score matching

There might be concerns that treated firms significantly differ from control firms in terms

of their firm-level characteristics, which could lead to differences in ESG profiles after the SRC

reform, regardless of the change in reduced mandatory disclosure. To address this concern, I

employ the propensity score matching method, based on their pre-reform levels of Size, MTB,

ROA, Investment, Leverage, Log(Float), Log(Float)2, and industry, and repeat the DID anal-

ysis. I report the post-matching regression results in Table A6 of the Internet Appendix. The

results are similar to those observed in the full sample, as reported in Table 2. These findings

reinforce the interpretation that the SRC disclosure shock led to a deterioration in ESG profiles

in treated firms.

6.5. Donut-hole analysis

Firms often exhibit a tendency toward inertia, preferring to maintain their existing reporting

practices rather than undertaking the effort required to change (Cohen, Malloy, and Nguyen,

2020). This inclination to do nothing, or to remain fully reporting, may stem from factors such

as reduced fees, time constraints, or the administrative burden associated with altering finan-

cial disclosures. Consequently, this behavior can introduce biases into empirical experiments

by creating both fake control and fake treated groups. Specifically, some firms may continue

full reporting out of laziness or inertia, effectively serving as fake controls, while others might

manipulate their public float by lowering it below regulatory thresholds to meet new require-

ments, thus becoming fake-treated entities. This strategic manipulation, where firms either

remain fully reporting due to inertia or adjust their public float to strategically meet regulatory

criteria, raises concerns about the potential for experimental pollution in both directions, com-

plicating the differentiation between genuinely compliant firms and those manipulating their

status.

To address this concern, I focus on a subset of firms that may manipulate their public float
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due to size constraints or external factors by excluding firms with public floats near the cutoff,

and repeat the DID analysis on those that are less likely to manipulate their float, creating a

“donut hole” around the float threshold (Yin, Yao, Chevapatrakul, and Huang, 2024). I report

the result in Table A7 of the Internet Appendix. In particular, I present the estimation re-

sults for the subsamples from which observations within the 1%, 3%, and 5% radius of the float

threshold are excluded in columns (1)–(2), (3)–(4), and (5)–(6), respectively. The coefficients on

Treated × After in all columns are negative and significant, suggesting that the results are con-

sistent with those observed in the full sample, as reported in Table 4. This shows that the main

results are not influenced by firms potentially manipulating their public floats around the cutoff.

6.6. Different database ESG scores

Although this paper primarily relies on ESG data from the Thomson Reuters Refinitiv Eikon

database, there are concerns about inconsistencies among different ESG databases. These incon-

sistencies stem from variations in the scope, measurement, and weighting methodologies used

by rating agencies, which can result in differing evaluations of the same company’s ESG profiles

(Berg, Koelbel, and Rigobon, 2022). Consequently, there may be questions about whether the

results in my paper are driven by the use of a specific ESG database. To ensure the robust-

ness of my analysis, I examine whether the main results are robust when using different ESG

databases, such as Bloomberg and Sustainalytics, both of which are also considered among the

most comprehensive and representative ESG databases.

I present the results in Table A8. Odd-numbered columns use the natural logarithm of

one plus the ESG disclosure scores from Bloomberg and Sustainalytics, while even-numbered

columns employ the natural logarithm of one plus the ESG scores from both databases. Columns

(1) and (3) show that the coefficient on Treated × After is negative and statistically significant,

suggesting that treated firms may reduce the procedural quality of ESG disclosures—proxied

by ESG disclosure scores in Bloomberg and Sustainalytics—under the disclosure relief provided

by the SRC reform. Columns (2) and (4) indicate that during the post-reform period, the ESG
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scores of treated firms decreased by 2.9% in Bloomberg and 4.9% in Sustainalytics, compared

to control firms. These results suggest that ESG disclosure has decreased due to a reduction

in mandatory disclosure, which ultimately leads to a decrease in ESG practices. As such, the

main results are not solely driven by a specific ESG database.

Table 10 about Here

7. Conclusion

This study investigates the effect of decreased mandatory disclosure on firms’ ESG profiles

by exploiting a regulatory shift in the SEC’s definition of smaller reporting companies (SRCs)

in 2018. Utilizing a difference-in-differences framework, I find that firms affected by the SRC

reform exhibit a significant decline in ESG disclosure quality and ESG score. The reduction in

mandatory disclosure leads to less extensive and lower-quality ESG information being reported,

indicating that firms become less transparent about their ESG activities when not obligated to

disclose.

I further explore the moderating effects of firm-specific factors on this relationship. The

analysis reveals that firms with attributes indicative of a strong commitment to ESG—such

as higher board gender diversity, executive compensation linked to ESG metrics, a substantial

presence of ESG-focused investors, and robust governance structures—are less affected by the

reduction in disclosure requirements. In contrast, firms facing greater financial constraints are

more likely to decrease their ESG profiles when disclosure obligations are relaxed, suggesting

that financial limitations may hinder sustained ESG engagement in the absence of regulatory

mandates. Lastly, I find no significant changes in real ESG activities among firms that disclose

this information, such as emissions and donations. These results suggest that firms adjusting

their disclosures and scores are those that do not prioritize ESG practices, while firms that do

prioritize ESG ensure their scores remain unaffected.

This research contributes to the understanding of how disclosure regulations impact corpo-
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rate ESG behavior by providing empirical evidence on the effects of reduced mandatory dis-

closure on ESG profiles. The findings have significant policy implications, particularly in light

of ongoing regulatory developments aimed at enhancing ESG transparency. They underscore

the potential for reduced disclosure requirements to inadvertently diminish ESG transparency

among firms less committed to ESG practices, challenging the effectiveness of voluntary disclo-

sure regimes in promoting comprehensive ESG reporting.
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Appendix A: Scaled Disclosure Accommodations

Rule Item Scaled disclosure

Regulation S-K

Description of Business Item 101 Less detailed than the disclosure required for
larger reporting companies and only requires
disclosure of business development activities for
three years rather than five years. Segment re-
porting is not required.

Market Price of and Dividends on
the Registrant’s Common Equity
and Related Stockholder Matters

Item 201 Stock performance graph not required.

Selected Financial Data Item 301 Not required.

Supplementary Financial Infor-
mation

Item 302 Not required.

Management’s Discussion &
Analysis of Financial Condition
and Results of Operations

Item 303 Less detailed than the disclosure required
for larger reporting companies. Only requires
MD&A for two years rather than three years
and no tabular disclosure of contractual obliga-
tions.

Quantitative and Qualitative
Disclosures about Market Risk

Item 305 Not required.

Executive Compensation Item 402 Three named executive officers rather than five.

Two years of summary compensation ta-
ble information rather than three.

Not required:
• Compensation discussion and analysis.
• Grants of plan-based awards table.
• Option exercises and stock vested table.
• Pension benefits table.
• Nonqualified deferred compensation table.
• Disclosure of compensation policies and
practices related to risk management.
• Pay ratio disclosure
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Rule Item Scaled disclosure

Transactions with Related Per-
sons, Promoters and Certain
Control Persons

Item 404 This is the one item where the require-
ments for smaller reporting companies
are more stringent than those for larger
reporting companies. While larger reporting
companies have to disclose related person
transactions in excess of $120,000, smaller re-
porting companies must disclose transactions
that exceed the lesser of $120,000 or 1% of
average total assets at year-end for the two
most recently completed fiscal years.

In addition, smaller reporting companies:
• Must provide additional disclosure about
underwriting discounts and commissions and
corporate parents; and
• Must provide disclosure regarding promoters
and certain control persons.

Not required to disclose policies and procedures
for approving related person transactions.

Corporate Governance Item 407 Not required to provide disclosure on com-
pensation committee interlocks and insider
participation or a compensation committee
report.

Not required to provide audit committee
financial expert disclosure until the first annual
report after initial registration statement is
filed with the SEC.

Prospectus Summary, Risk Fac-
tors and Ratio of Earnings to
Fixed Charges

Item 503 No ratio of earnings to fixed charges disclosure
required.
No risk factors required in Exchange Act filings.

Exhibits Item 601 Statements regarding computation of ratios not
required.

Regulation S-X

Audited Statements of Income,
Cash Flows and Changes in
Stockholder’s Equity

Article 8 Required for two years rather than three years.
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Rule Item Scaled disclosure

Audited Balance Sheets Article 8 As with larger reporting companies, required for
two years (an increase from the one year re-
quired by former Regulation S-B).
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Appendix B: Detailed Definitions of ESG Subcategory Scores

Variable Definition

Environmental subcategories

Emission It measures a company’s commitment and effectiveness
towards reducing environmental emission in the produc-
tion and operational processes.

Innovation It reflects a company’s capacity to reduce the environ-
mental costs and burdens for its customers, and thereby
creating new market opportunities through new environ-
mental technologies and processes or eco-designed prod-
ucts.

Resource Use It reflects a company’s performance and capacity to re-
duce the use of materials, energy or water, and to find
more eco-efficient solutions by improving supply chain
management.

Social subcategories

Community It measures a company’s commitment towards being a
good citizen, protecting public health and respecting
business ethics.

Human Right It measures a company’s effectiveness towards respecting
the fundamental human rights conventions.

Product Responsibility It reflects a company’s capacity to produce quality goods
and services integrating the customer’s health and safety,
integrity and data privacy.

Workforce It measures a company’s effectiveness towards job satis-
faction, healthy and safe workplace, maintaining diversity
and equal opportunities, and development opportunities
for its workforce.

Governance subcategories

Management It measures a company’s commitment and effectiveness
towards following best practice corporate governance
principles.
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Variable Definition

Shareholder It measures a company’s effectiveness towards equal
treatment of shareholders and the use of anti-takeover
devices.

CSR Strategy It reflects a company’s practices to communicate that it
integrates the economic (financial), social and environ-
mental dimensions into its day-to-day decision-making
processes.
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Appendix C: Variable Definitions

Variable Definition

Treated An indicator variable that equals one if a firm’s public
float is between $75 million and $250 million in the pre-
reform year (2017) and zero otherwise.

After An indicator variable that equals one for the post-reform
years (2018-2019) and zero otherwise.

TreatedP An indicator variable that equals one if a firm’s pub-
lic float is between $75 million and $250 million in the
placebo pre-reform years, i.e., 2016, 2018, and 2019, re-
spectively, and zero otherwise.

AfterP An indicator variable that equals one for the post
placebo-reform period after the placebo-effective dates,
i.e., September 10, 2017, 2019, and 2020, respectively, and
zero otherwise.

Log(ESG) The natural logarithm of one plus a firm’s ESG profiles
score.

Log(E) The natural logarithm of one plus a firm’s environmental
score.

Log(S) The natural logarithm of one plus a firm’s social score.

Log(G) The natural logarithm of one plus a firm’s governance
score.

ESGKPI
Disclosure The ratio of disclosed KPI ESG items to total KPI ESG

items.

EKPI
Disclosure The ratio of disclosed KPI E items to total KPI E items.

SKPI
Disclosure The ratio of disclosed KPI S items to total KPI S items.

GKPI
Disclosure The ratio of disclosed KPI G items to total KPI G items.

Log(CSRReport
Score ) The natural logarithm of one plus a firm’s Eikon CSR

reporting score.

I(CSRReport
Score >0) An indicator variable that equals one if a firm’s Eikon

CSR reporting score is above zero and zero otherwise.

Size The natural logarithm of total assets.
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Variable Definition

MTB The ratio of the market value of equity to total assets.

ROA Return on assets, calculated by dividing a firm’s net in-
come by its total assets.

Investment The sum of capital expenditures and research develop-
ment expenditures scaled by total assets.

Leverage The ratio of debt to total assets.

Log(Float) The natural logarithm of one plus a firm’s public float.

Log(Float)2 The square of the natural logarithm of one plus a firm’s
public float.

Female% The ratio of female directors to total directors.

ESGOwn% Ownership by ESG-focused institutional investors scaled
by ownership by all investors.

Analyst Analyst coverage, measured as the number of analysts
with annual earnings forecasts.

Z-score An index of financial risk based on Altman Z-score (1968).

SAIndex An index of financial constraints based on Hadlock and
Pierce (2010).

Net Cash Flow Net cash flow from financing activities.

HighFemaleD An indicator variable that equals one if a firm’s female
director ratio in the pre-reform year (2017) is above the
median value and zero otherwise.

ESGPayD An indicator variable that equals one if a firm adopts a
non-financial performance-oriented compensation policy
for executives based on ESG or sustainability factors in
the pre-reform year (2017) and zero otherwise.

ESGD
Investor An indicator variable that equals one if ESG-focused in-

stitutional investors have outstanding shares of the firm
in the pre-reform year (2017) and zero otherwise.

HighAnalystD An indicator variable that equals one if a firm’s analyst
coverage in the pre-reform year (2017) is above the me-
dian value and zero otherwise.
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Variable Definition

LowZD An indicator variable that equals one if a firm’s Altman
Z-score in the pre-reform year (2017) is below the median
value and zero otherwise.

HighSAD An indicator variable that equals one if a firm’s SA Index
in the pre-reform year (2017) is above the median value
and zero otherwise.

PersistentNegative
NCF An indicator variable that equals one if a firm’s net cash

flow is persistently negative in the pre-reform periods and
zero otherwise.

CO2SaleV ol The amount of carbon emissions voluntarily disclosed in
the Eikon and Bloomberg databases, divided by the com-
pany’s sales.

CO2SaleEPA The amount of carbon emissions mandatorily disclosed to
the Environmental Protection Agency (EPA), divided by
the company’s sales.

CO2SaleCombine The sum of carbon emissions voluntarily disclosed to ESG
databases and those mandatorily disclosed to the EPA,
divided by the company’s sales.

DonationSaleComm The amount that companies donate to the community,
divided by the company’s sales.

DonationSaleTotal The sum of donations made to the community and to
political groups, divided by the company’s sales.

52



Figure 1 Definitions of Smaller Reporting Companies

This figure depicts the contrasting definitions of smaller reporting companies, comparing the former and
the updated criteria. The above figure shows that the earlier criterion identified small reporting companies
based on a public float of up to $75 million. The below figure demonstrates that, under the amended rule,
a company is classified as a smaller reporting company if its public float is less than $250 million. (Source:
https://www.federalregister.gov/documents/2018/07/10/2018-14306/smaller-reporting-company-definition)
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Figure 2 Public Float and Eikon’s ESG Availability for U.S. Firms

This figure depicts the distribution of U.S. firms’ public float with available Eikon’s ESG coverage at the
percentiles p1, p25, and p50, represented by the orange, gray, and yellow lines, respectively, from 2009 to 2021.
The green bars indicate the number of U.S. firms covered by Eikon’s ESG database in each year.
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Figure 3 SRC Reform Identification Strategy

This figure provides an illustration of my identification strategy for SRC reform. In my paper, I establish two
control groups that remain unaffected by changes in regulatory disclosure. The first control group comprises
firms with floats below $75 million, consistently maintaining the SRC status (Always SRC). The second control
group consists of firms with floats exceeding $250 million, consistently without the SRC status (Never SRC).
Thus, my treated group in our quasi-difference-in-difference specification is the set of firms after the SRC reform
with floats between $75 million and $250 million (New SRC).
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Figure 4 The Effects of the SRC Rule Reform on E, S, and G Subcategory Scores

This figure plots the estimated coefficients on Treated × After from regressions that test the treatment effects of
the Smaller Reporting Company rule reform on ESG subcategory score. Specifically, I plot the series of estimated
coefficients β3 and associated 90% confidence intervals estimated from OLS regressions of the following empirical
specification: Log(ESG)i,t = β0 + β1Treatedi + β2Aftert + β3Treatedi ×Aftert +Xi,t + FE.
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Table 1 Summary Statistics

This table presents summary statistics for sample firms. The sample consists of firms for the period spanning
2016–2019. I exclude firms that meet the following criteria: (i) firms with a public float exceeding $500 million
in the pre-reform year, (ii) firms with a revenue of less than $100 million and a public float between $250 million
and $700 million in the pre-reform year, or (iii) firms that did not have ESG scores reported in Eikon before
the SRC reform. I restrict the sample to firms with non-missing variables needed for the analyses. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C.

N Mean SD Min p25 p50 p75 Max
Event-related Variable
Treated 3032 0.371 0.483 0.000 0.000 0.000 1.000 1.000
After 3032 0.635 0.482 0.000 0.000 1.000 1.000 1.000

ESG-related Variable
ESG Score 3032 26.524 12.166 0.699 18.142 24.991 33.102 87.983
E Score 3032 8.034 14.494 0.000 0.000 0.000 11.298 96.345
Emission 3032 6.855 15.806 0.000 0.000 0.000 7.016 98.897
Innovation 3032 5.342 15.531 0.000 0.000 0.000 0.000 93.478
Resource Use 3032 6.132 16.598 0.000 0.000 0.000 0.000 99.765

S Score 3032 29.023 15.310 0.459 17.760 27.172 38.428 93.905
Community 3032 43.724 21.597 0.562 30.120 45.145 58.905 98.553
Human Right 3032 6.404 17.655 0.000 0.000 0.000 0.000 96.045
Product Responsibility 3032 31.787 21.900 0.000 17.773 31.283 38.089 98.980
Workforce 3032 27.189 19.691 0.118 11.528 23.472 38.889 99.049

G Score 3032 37.671 20.278 0.562 21.446 35.430 52.666 98.262
Management 3032 41.785 27.678 0.083 17.533 38.241 63.542 99.935
Shareholders 3032 46.657 29.384 0.016 20.447 44.041 72.464 99.983
ESG Strategy 3032 3.767 14.066 0.000 0.000 0.000 0.000 99.567

ESGKPI
Disclosure 3032 0.349 0.084 0.132 0.297 0.324 0.375 0.812

EKPI
Disclosure 3032 0.050 0.114 0.000 0.000 0.000 0.043 0.879

SKPI
Disclosure 3032 0.242 0.104 0.019 0.180 0.222 0.292 0.808

GKPI
Disclosure 3032 0.595 0.051 0.304 0.571 0.589 0.625 0.857

CSRReport
Score 3032 5.373 20.644 0.000 0.000 0.000 0.000 90.717

Bloomberg
ESG Score 1011 2.037 0.771 0.870 1.570 1.820 2.180 6.050
ESG Disclosure Score 1011 34.112 6.903 22.513 31.043 32.039 33.568 74.158

Sustainalytics
ESG Score 747 48.314 5.546 33.770 44.760 47.630 49.480 79.260
ESG Disclosure Score 747 0.037 0.155 0.000 0.000 0.000 0.000 1.000

CO2SaleV ol 252 0.634 1.165 0.000 0.023 0.084 0.618 5.534
CO2SaleEPA 186 0.735 1.121 0.000 0.053 0.277 0.840 5.573
CO2SaleCombine 378 0.666 1.131 0.000 0.029 0.157 0.764 5.732
DonationSaleComm 230 3.305 14.944 0.000 0.000 0.263 1.411 197.823
DonationSaleTotal 284 2.693 13.512 0.000 0.000 0.011 0.792 197.823
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N Mean SD Min p25 p50 p75 Max
Firm Characteristic
Size 3032 6.252 1.616 2.910 5.161 6.235 7.340 12.429
MTB 3032 2.321 2.178 0.723 1.048 1.403 2.602 11.187
ROA 3032 -0.111 0.338 -1.524 -0.120 0.009 0.045 0.368
Investment 3032 0.140 0.208 0.000 0.007 0.047 0.182 0.962
Leverage 3032 0.564 0.281 0.058 0.329 0.569 0.844 1.000
Log(Float) 3032 5.325 1.734 0.000 4.681 5.455 6.130 12.250
Log(Float)2 3032 31.362 18.773 0.000 21.915 29.757 37.577 150.065

Female% 3032 0.139 0.117 0.000 0.000 0.125 0.222 0.500
ESGPayD 3032 0.148 0.355 0.000 0.000 0.000 0.000 1.000
ESGOwn% 3032 0.003 0.009 0.000 0.000 0.000 0.001 0.054
Analyst 1859 3.569 3.178 1.000 2.000 3.000 4.000 24.000
Z-score 2255 3.191 8.974 -18.530 0.381 2.446 5.374 38.080
SAIndex 3032 -3.544 0.701 -5.881 -3.927 -3.436 -3.111 -2.160
Net Cash Flow 2398 7.777 520.712 -10,347 -14.828 1.792 43.461 4,504
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Table 2 The Effects of the SRC Rule Reform on ESG Scores

This table presents the results of difference-in-differences regressions that test the treatment effects of the Smaller
Reporting Company rule reform on ESG scores. The dependent variables for columns (1) and (2), (3) and (4),
(5) and (6), and (7) and (8), respectively, are Log(ESG), Log(E), Log(S), and Log(G). Treated is an indicator
variable that equals one if a firm’s public float is between $75 million and $250 million in the pre-reform year
and zero otherwise. After is an indicator variable that equals one for the post-reform periods and zero otherwise.
Control variables include Size, MTB, ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses
are standard errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%,
and 10% levels, respectively.

Dep: Log(ESG) Log(E) Log(S) Log(G)
(1) (2) (3) (4) (5) (6) (7) (8)

Treated × After -0.079∗∗∗ -0.078∗∗∗ -0.279∗∗ -0.266∗∗ -0.005 -0.009 -0.135∗∗∗ -0.132∗∗∗

(0.019) (0.019) (0.111) (0.110) (0.028) (0.028) (0.028) (0.028)
After 0.123∗∗∗ 0.001 -0.356∗∗∗ -0.166∗ 0.102∗∗∗ -0.010 0.140∗∗∗ -0.019

(0.015) (0.024) (0.080) (0.087) (0.019) (0.026) (0.022) (0.036)
Size 0.115∗∗∗ 0.068∗∗∗ 0.162∗∗ 0.058 0.121∗∗∗ 0.082∗∗ 0.129∗∗∗ 0.075∗∗

(0.024) (0.025) (0.071) (0.076) (0.032) (0.032) (0.034) (0.035)
MTB 0.012 0.006 -0.008 -0.020 0.016∗ 0.011 0.011 0.003

(0.009) (0.009) (0.014) (0.014) (0.009) (0.009) (0.011) (0.011)
ROA -0.001 0.007 0.095 0.122 0.004 0.012 -0.015 -0.006

(0.050) (0.051) (0.083) (0.086) (0.061) (0.062) (0.068) (0.068)
Investment -0.086 -0.039 -0.057 0.089 -0.063 -0.005 -0.162 -0.124

(0.101) (0.099) (0.156) (0.162) (0.099) (0.099) (0.153) (0.150)
Leverage 0.044 0.005 0.482∗∗∗ 0.347∗∗ -0.045 -0.091 0.122 0.088

(0.063) (0.062) (0.156) (0.156) (0.067) (0.067) (0.101) (0.100)
Log(Float) 0.025∗∗ 0.020∗∗ 0.008 0.007 0.033∗∗∗ 0.028∗∗ 0.028 0.023

(0.010) (0.010) (0.043) (0.043) (0.012) (0.012) (0.018) (0.018)
Log(Float)2 -0.002∗∗ -0.002∗∗ 0.001 -0.000 -0.003∗∗∗ -0.003∗∗∗ -0.002 -0.002

(0.001) (0.001) (0.004) (0.004) (0.001) (0.001) (0.002) (0.002)
Firm FE Y Y Y Y Y Y Y Y
Year FE N Y N Y N Y N Y
N 3032 3032 3032 3032 3032 3032 3032 3032
R2 0.870 0.877 0.758 0.764 0.853 0.857 0.857 0.861
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Table 3 The Effects of the SRC Rule Reform on ESG Disclosure

This table presents the results of difference-in-differences regressions that test the treatment effects of the
Smaller Reporting Company rule reform on ESG disclosures. In Panel A, the dependent variables for columns
(1) and (2), (3) and (4), (5) and (6), and (7) and (8), respectively, they are Log(EItem 1&1A

Num ), Log(SItem 1&1A
Num ),

Log(GItem 1&1A
Num ), and Log(GDEF 14A

FileSize ). In Panel B, the dependent variables for columns (1) and (2), (3) and (4),

and (5) and (6), respectively, are ESGKPI
Disclosure, Log(CSRReport

Score ), and I(CSRReport
Score >0). Treated is an indicator

variable that equals one if a firm’s public float is between $75 million and $250 million in the pre-reform year
and zero otherwise. After is an indicator variable that equals one for the post-reform periods and zero otherwise.
Control variables include Size, MTB, ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses
are standard errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%,
and 10% levels, respectively.

Panel A: 10-K and DEF 14A ESG Disclosures
Dep: Log(EItem 1&1A

Num ) Log(SItem 1&1A
Num ) Log(GItem 1&1A

Num ) Log(GDEF 14A
FileSize )

(1) (2) (3) (4) (5) (6) (7) (8)

Treated × After -0.040∗ -0.041∗ -0.020 -0.022 -0.010 -0.010 -0.128∗∗∗ -0.128∗∗∗

(0.023) (0.023) (0.017) (0.017) (0.016) (0.016) (0.037) (0.037)
After 0.035∗ 0.010 0.036∗∗∗ -0.001 0.026∗∗ 0.026∗∗ 0.235∗∗∗ 0.235∗∗∗

(0.019) (0.022) (0.012) (0.016) (0.013) (0.013) (0.061) (0.061)
Size 0.054∗∗∗ 0.057∗∗∗ 0.032∗∗ 0.036∗∗ 0.033∗∗ 0.033∗∗ 0.108∗∗∗ 0.108∗∗∗

(0.020) (0.022) (0.015) (0.017) (0.015) (0.015) (0.033) (0.033)
MTB 0.002 0.003 0.004 0.004 0.004 0.004 0.012 0.012

(0.004) (0.005) (0.003) (0.004) (0.004) (0.004) (0.009) (0.009)
ROA -0.021 -0.021 0.005 0.004 0.007 0.007 -0.108∗ -0.108∗

(0.028) (0.028) (0.034) (0.034) (0.032) (0.032) (0.064) (0.064)
Investment -0.103 -0.104 -0.070 -0.070 -0.060 -0.060 -0.257∗∗ -0.257∗∗

(0.063) (0.063) (0.077) (0.076) (0.071) (0.071) (0.127) (0.127)
Leverage 0.093 0.095 0.137∗∗ 0.137∗∗ 0.078 0.078 0.113 0.113

(0.067) (0.070) (0.055) (0.057) (0.049) (0.049) (0.079) (0.079)
Log(Float) -0.026∗∗ -0.026∗∗ -0.020 -0.019 -0.018 -0.018 0.032 0.032

(0.011) (0.012) (0.012) (0.012) (0.012) (0.012) (0.022) (0.022)
Log(Float)2 0.003∗ 0.003∗ 0.001 0.001 0.001 0.001 -0.001 -0.001

(0.002) (0.002) (0.001) (0.001) (0.001) (0.001) (0.002) (0.002)
Firm FE Y Y Y Y Y Y Y Y
Year FE N Y N Y N Y N Y
N 2057 2057 2057 2057 2057 2057 3023 3023
R2 0.967 0.967 0.973 0.973 0.969 0.969 0.812 0.812
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Panel B: Eikon ESG Disclosure

Dep: ESGKPI
Disclosure Log(CSRReport

Score ) I(CSRReport
Score >0)

(1) (2) (3) (4) (5) (6)

Treated × After -0.010∗∗∗ -0.011∗∗∗ -0.228∗∗∗ -0.227∗∗∗ -0.052∗∗∗ -0.051∗∗∗

(0.002) (0.002) (0.057) (0.056) (0.013) (0.013)
After 0.025∗∗∗ -0.000 0.219∗∗∗ -0.021 0.049∗∗∗ -0.004

(0.002) (0.003) (0.055) (0.088) (0.012) (0.020)
Size 0.012∗∗∗ 0.003 0.101 -0.010 0.022 -0.003

(0.005) (0.005) (0.073) (0.078) (0.016) (0.018)
MTB 0.001 -0.000 -0.005 -0.019 -0.001 -0.004

(0.001) (0.001) (0.012) (0.012) (0.003) (0.003)
ROA -0.009 -0.007 -0.212∗∗ -0.191∗∗ -0.048∗∗ -0.043∗∗

(0.006) (0.006) (0.091) (0.092) (0.021) (0.021)
Investment -0.013 -0.002 -0.011 0.111 -0.002 0.025

(0.009) (0.009) (0.163) (0.162) (0.037) (0.036)
Leverage 0.009 0.000 0.079 -0.025 0.018 -0.006

(0.006) (0.005) (0.118) (0.122) (0.026) (0.027)
Log(Float) 0.002∗∗ 0.001 0.020 0.009 0.005 0.002

(0.001) (0.001) (0.025) (0.025) (0.006) (0.006)
Log(Float)2 -0.000 -0.000 0.001 0.001 0.000 0.000

(0.000) (0.000) (0.002) (0.002) (0.000) (0.000)
Firm FE Y Y Y Y Y Y
Year FE N Y N Y N Y
N 3032 3032 3032 3032 3032 3032
R2 0.939 0.947 0.750 0.756 0.751 0.758
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Table 4 The Effects of the SRC Rule Reform on E, S, and G Disclosure

This table presents the results of difference-in-differences regressions that test the treatment effects of the Smaller
Reporting Company rule reform on E, S, and G disclosure. The dependent variables for columns (1) and (2),
(3) and (4), and (5) and (6), respectively, are EKPI

Disclosure, S
KPI
Disclosure, and GKPI

Disclosure. Treated is an indicator
variable that equals one if a firm’s public float is between $75 million and $250 million in the pre-reform year
and zero otherwise. After is an indicator variable that equals one for the post-reform periods and zero otherwise.
Control variables include Size, MTB, ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses
are standard errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%,
and 10% levels, respectively.

Dep: EKPI
Disclosure SKPI

Disclosure GKPI
Disclosure

(1) (2) (3) (4) (5) (6)

Treated × After -0.016∗∗∗ -0.015∗∗∗ -0.008∗∗ -0.009∗∗ -0.008∗∗∗ -0.009∗∗∗

(0.004) (0.004) (0.004) (0.004) (0.002) (0.002)
After 0.022∗∗∗ 0.001 0.033∗∗∗ -0.002 0.019∗∗∗ 0.001

(0.004) (0.005) (0.003) (0.004) (0.002) (0.003)
Size 0.011∗ 0.001 0.010∗ -0.003 0.013∗∗∗ 0.008∗∗

(0.006) (0.007) (0.006) (0.006) (0.004) (0.004)
MTB -0.000 -0.002∗ 0.001 -0.000 0.001 0.001

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
ROA -0.015∗ -0.013 -0.009 -0.007 -0.004 -0.003

(0.008) (0.008) (0.008) (0.008) (0.007) (0.007)
Investment 0.008 0.017 -0.014 0.001 -0.020 -0.013

(0.011) (0.011) (0.013) (0.012) (0.012) (0.012)
Leverage 0.015∗∗ 0.007 -0.002 -0.015∗ 0.014∗ 0.008

(0.007) (0.007) (0.009) (0.009) (0.008) (0.008)
Log(Float) 0.000 -0.000 0.004∗∗∗ 0.003∗∗ 0.002 0.001

(0.002) (0.002) (0.002) (0.001) (0.001) (0.001)
Log(Float)2 0.000 0.000 -0.000 -0.000 -0.000 -0.000

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Firm FE Y Y Y Y Y Y
Year FE N Y N Y N Y
N 3032 3032 3032 3032 3032 3032
R2 0.918 0.922 0.898 0.909 0.851 0.861
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Table 5 Real Effect: Carbon Emission and Donation

This table presents the results of the difference-in-differences regressions examining the treatment effects of the
Smaller Reporting Company rule reform on firms’ carbon emissions and donations. In Panel A, the dependent
variables are CO2SaleV ol, CO2SaleEPA, and CO2SaleCombine in columns (1)–(2), (3)–(4), and (5)–(6), respec-
tively. In Panel B, the dependent variables are DonationSaleComm and DonationSaleTotal in columns (1)–(2)
and (3)–(4), respectively. Treated is an indicator variable that equals one if a firm’s public float is between $75
million and $250 million in the pre-reform year and zero otherwise. After is an indicator variable that equals
one for the post-reform periods and zero otherwise. Control variables include Size, MTB, ROA, Investment,
Leverage, Log(Float), and Log(Float)2. All financial variables are winsorized at 1% to control for outliers and
are defined in Appendix C. Numbers in parentheses are standard errors clustered at the firm levels. ***, **,
and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. All financial variables are
winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses are standard
errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels,
respectively.

Panel A: Carbon Intensity
Dep: CO2SaleV ol CO2SaleEPA CO2SaleCombine

(1) (2) (3) (4) (5) (6)

Treated × After 0.046 0.060 0.209 0.317∗ 0.069 0.111
(0.089) (0.100) (0.181) (0.183) (0.176) (0.181)

After -0.050 -0.051 -0.113 -0.273∗∗ -0.021 -0.039
(0.042) (0.042) (0.084) (0.133) (0.047) (0.058)

Control N Y N Y N Y
Firm FE Y Y Y Y Y Y
Year FE N Y N Y N Y
N 252 243 186 183 378 367
R2 0.983 0.986 0.940 0.947 0.952 0.954

Panel B: Donation Amount
Dep: DonationSaleComm DonationSaleTotal

(1) (2) (3) (4)

Treated × After 1.308 0.195 1.020 0.925
(1.302) (1.107) (1.063) (0.914)

After 0.319 -0.954 0.249 -0.220
(0.676) (1.143) (0.593) (0.718)

Control N Y N Y
Firm FE Y Y Y Y
Year FE N Y N Y
N 230 224 284 278
R2 0.951 0.881 0.951 0.860
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Table 6 Board and Shareholder Attenuation

This table presents the analysis regarding the effect of board and shareholder characteristics on post-reform ESG
score. For all columns, the dependent variable is Log(ESG). Treated is an indicator variable that equals one if a
firm’s public float is between $75 million and $250 million in the pre-reform year and zero otherwise. After is an
indicator variable that equals one for the post-reform periods and zero otherwise. HighFemaleD is an indicator
variable that equals one if a firm’s female director ratio in the pre-reform year is above the median value and
zero otherwise. ESGPayD is an indicator variable that equals one if a firm adopts a non-financial performance-
oriented compensation policy for executives based on ESG or sustainability factors in the pre-reform year and
zero otherwise. ESGD

Investor is an indicator variable that equals one if ESG-focused institutional investors have
outstanding shares of the firm in the pre-reform year and zero otherwise. HighAnalystD is an indicator variable
that equals one if a firm’s analyst coverage in the pre-reform year is above the median value and zero otherwise.
Control variables include Size, MTB, ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses
are standard errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%,
and 10% levels, respectively.

Dep: Log(ESG) (1) (2) (3) (4)

Treated × After × HighFemaleD 0.097∗∗

(0.038)
Treated × After × ESGPayD 0.125∗∗

(0.051)
Treated × After × ESGD

Investor 0.158∗∗∗

(0.050)
Treated × After × HighAnalystD 0.127∗∗

(0.051)
Treated × After -0.126∗∗∗ -0.096∗∗∗ -0.195∗∗∗ -0.093∗∗∗

(0.027) (0.021) (0.045) (0.030)
After × HighFemaleD -0.063∗∗

(0.027)
After × ESGPayD -0.049

(0.031)
After × ESGD

Investor -0.116∗∗∗

(0.037)
After × HighAnalystD -0.091∗∗∗

(0.032)
After 0.035 0.009 0.088∗∗ 0.032

(0.030) (0.025) (0.037) (0.035)
Control Y Y Y Y
Firm FE Y Y Y Y
Year FE Y Y Y Y
N 3032 3032 3032 1859
R2 0.877 0.877 0.878 0.900
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Table 7 Financial Constraints and Dirty Industry Exacerbation

This table presents the analysis regarding the effect of financial constraints on post-reform ESG score. For all
columns, the dependent variable is Log(ESG). Treated is an indicator variable that equals one if a firm’s public
float is between $75 million and $250 million in the pre-reform year and zero otherwise. After is an indicator
variable that equals one for the post-reform periods and zero otherwise. LowZD is an indicator variable that
equals one if a firm’s Altman Z-score in the pre-reform year is below the median value and zero otherwise.
HighSAD is an indicator variable that equals one if a firm’s SA Index in the pre-reform year is above the median
value and zero otherwise. PersistentNegative

NCF is an indicator variable that equals one if a firm’s net cash flow is
persistently negative in the pre-reform periods and zero otherwise. DirtyInd is an indicator variable that equals
one if a firm operates in an environmentally intensive sector with a SIC code below 5000 (e.g., agriculture,
mining, manufacturing, transportation, and utilities), and zero otherwise. Control variables include Size, MTB,
ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial variables are winsorized at 1% to control
for outliers and are defined in Appendix C. Numbers in parentheses are standard errors clustered at the firm
levels. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

Dep: Log(ESG) (1) (2) (3) (4)

Treated × After × LowZD -0.123∗∗∗

(0.046)
Treated × After × HighSAD -0.098∗∗

(0.039)

Treated × After × PersistentNegative
NCF -0.102∗∗

(0.049)
Treated × After × DirtyInd -0.077∗∗

(0.038)
Treated × After -0.023 -0.033 -0.078∗∗∗ -0.045∗

(0.031) (0.025) (0.025) (0.025)
After × LowZD 0.051

(0.032)
After × HighSAD 0.052∗

(0.028)

After × PersistentNegative
NCF -0.049

(0.037)
After × DirtyInd 0.106∗∗∗

(0.027)
After -0.023 -0.023 0.005 -0.050∗∗

(0.029) (0.027) (0.026) (0.025)
Control Y Y Y Y
Firm FE Y Y Y Y
Year FE Y Y Y Y
N 2255 3032 2398 3032
R2 0.885 0.877 0.886 0.879
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Internet Appendix

Figure A1 Time Trends in ESG Score

This figure plots the average ESG score normalized by the industry-year mean for three groups of firms—Always
SRC, Treated, and Never SRC—from 2016 to 2020. The ESG score is scaled relative to the industry mean, such
that a value of 1 indicates alignment with the industry average.
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Figure A2 Placebo Threshold Analysis

This figure presents the results of difference-in-differences regressions that test the treatment effects of the
Smaller Reporting Company rule reform on ESG profiles using the actual and placebo thresholds. I restrict
firms with a public float below $1,000 million in the pre-reform year and plot the coefficients and confidence
intervals for interaction terms based on actual thresholds (public float between $75 million and $250 million) or
placebo thresholds from Equation (1). ***, **, and * indicate statistical significance at the 1%, 5%, and 10%
levels, respectively.
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Table A1 Real Effect Disclosure: Carbon Emission and Donation

This table presents the results of the difference-in-differences regressions examining the treatment effects of the
Smaller Reporting Company rule reform on firms’ carbon emissions and donations. In Panel A, the dependent
variables are CO2V ol

Disclose, CO2EPA
Disclose, and CO2Combine

Disclose in columns (1)–(2), (3)–(4), and (5)–(6), respectively.
In Panel B, the dependent variables are DonationComm

Disclose and DonationTotal
Disclose in columns (1)–(2) and (3)–

(4), respectively. Treated is an indicator variable that equals one if a firm’s public float is between $75 million
and $250 million in the pre-reform year and zero otherwise. After is an indicator variable that equals one for
the post-reform periods and zero otherwise. Control variables include Size, MTB, ROA, Investment, Leverage,
Log(Float), and Log(Float)2. All financial variables are winsorized at 1% to control for outliers and are defined
in Appendix C. Numbers in parentheses are standard errors clustered at the firm levels. ***, **, and * indicate
statistical significance at the 1%, 5%, and 10% levels, respectively. All financial variables are winsorized at 1%
to control for outliers and are defined in Appendix C. Numbers in parentheses are standard errors clustered at
the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

Panel A: Carbon Disclosure
Dep: CO2V ol

Disclose CO2EPA
Disclose CO2Combine

Disclose

(1) (2) (3) (4) (5) (6)

Treated × After -0.032∗∗ -0.022∗ 0.007 0.008 -0.010 -0.003
(0.013) (0.013) (0.005) (0.005) (0.012) (0.012)

After -0.007 -0.011 -0.006∗ -0.006∗ -0.019 -0.022
(0.020) (0.020) (0.004) (0.004) (0.020) (0.020)

Control N Y N Y N Y
Firm FE Y Y Y Y Y Y
Year FE N Y N Y N Y
N 3252 3191 3252 3191 3252 3191
R2 0.791 0.798 0.938 0.937 0.859 0.861

Panel B: Donation Disclosure
Dep: DonationComm

Disclose DonationTotal
Disclose

(1) (2) (3) (4)

Treated × After -0.018∗∗ -0.015∗ -0.017∗∗ -0.014∗

(0.008) (0.008) (0.008) (0.008)
After 0.029∗ 0.027 0.028∗ 0.027

(0.017) (0.017) (0.017) (0.017)
Control N Y N Y
Firm FE Y Y Y Y
Year FE N Y N Y
N 3252 3191 3252 3191
R2 0.786 0.788 0.791 0.793
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Table A2 Board and Shareholder Attenuation (Disclosure)

This table presents the analysis regarding the effect of board and shareholder characteristics on post-reform
ESG disclosure. For all columns, the dependent variable is ESGKPI

Disclosure. Treated is an indicator variable
that equals one if a firm’s public float is between $75 million and $250 million in the pre-reform year and
zero otherwise. After is an indicator variable that equals one for the post-reform periods and zero otherwise.
HighFemaleD is an indicator variable that equals one if a firm’s female director ratio in the pre-reform year
is above the median value and zero otherwise. ESGPayD is an indicator variable that equals one if a firm
adopts a non-financial performance-oriented compensation policy for executives based on ESG or sustainability
factors in the pre-reform year and zero otherwise. ESGD

Investor is an indicator variable that equals one if ESG-
focused institutional investors have outstanding shares of the firm in the pre-reform year and zero otherwise.
HighAnalystD is an indicator variable that equals one if a firm’s analyst coverage in the pre-reform year is
above the median value and zero otherwise. Control variables include Size, MTB, ROA, Investment, Leverage,
Log(Float), Log(Float)2, and their interactions with After. All financial variables are winsorized at 1% to control
for outliers and are defined in Appendix C. Numbers in parentheses are standard errors clustered at the firm
levels. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

Dep: ESGKPI
Disclosure (1) (2) (3) (4)

Treated × After × HighFemaleD 0.009∗∗

(0.005)
Treated × After × ESGPayD -0.000

(0.007)
Treated × After × ESGD

Investor 0.009∗

(0.005)
Treated × After × HighAnalystD 0.012∗

(0.007)
Treated × After -0.014∗∗∗ -0.010∗∗∗ -0.016∗∗∗ -0.014∗∗∗

(0.003) (0.002) (0.004) (0.004)
After × HighFemaleD -0.004

(0.004)
After × ESGPayD 0.003

(0.005)
After × ESGD

Investor -0.006
(0.004)

After × HighAnalystD -0.008
(0.005)

After 0.004 0.003 0.003 -0.014
(0.010) (0.009) (0.009) (0.014)

Control Y Y Y Y
Firm FE Y Y Y Y
Year FE Y Y Y Y
N 3032 3032 3032 1859
R2 0.947 0.947 0.947 0.955
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Table A3 Financial Constraints Exacerbation (Disclosure)

This table presents the analysis regarding the effect of financial constraints on post-reform ESG disclosure.
For all columns, the dependent variable is ESGKPI

Disclosure. Treated is an indicator variable that equals one if
a firm’s public float is between $75 million and $250 million in the pre-reform year and zero otherwise. After
is an indicator variable that equals one for the post-reform periods and zero otherwise. LowZD is an indicator
variable that equals one if a firm’s Altman Z-score in the pre-reform year is below the median value and zero
otherwise. HighSAD is an indicator variable that equals one if a firm’s SA Index in the pre-reform year is above
the median value and zero otherwise. PersistentNegative

NCF is an indicator variable that equals one if a firm’s
net cash flow is persistently negative in the pre-reform periods and zero otherwise. Control variables include
Size, MTB, ROA, Investment, Leverage, Log(Float), Log(Float)2, and their interactions with After. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses
are standard errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%,
and 10% levels, respectively.

Dep: ESGKPI
Disclosure (1) (2) (3)

Treated × After × LowZD -0.010∗

(0.006)
Treated × After × HighSAD -0.010∗∗

(0.005)

Treated × After × PersistentNegative
NCF -0.008

(0.008)
Treated × After -0.006 -0.004 -0.011∗∗∗

(0.004) (0.003) (0.003)
After × LowZD 0.002

(0.005)
After × HighSAD 0.005

(0.005)

After × PersistentNegative
NCF -0.007

(0.006)
After -0.006 -0.002 -0.014

(0.013) (0.011) (0.012)
Control Y Y Y
Firm FE Y Y Y
Year FE Y Y Y
N 2255 3032 2398
R2 0.952 0.947 0.950
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Table A4 Different Bandwidth Test

This table presents the results of difference-in-differences regressions that test the treatment effects of the Smaller
Reporting Company rule reform on ESG scores depending on different bandwidths. In Panel A, I restrict the
sample to firms with public floats between $0 and $250 million. In Panel B, I restrict the sample to firms with
public floats between $75 and $500 million. The dependent variables for columns (1) and (2), (3) and (4), (5)
and (6), and (7) and (8), respectively, are Log(ESG), Log(E), Log(S), and Log(G). Treated is an indicator
variable that equals one if a firm’s public float is between $75 million and $250 million in the pre-reform year
and zero otherwise. After is an indicator variable that equals one for the post-reform periods and zero otherwise.
Control variables include Size, MTB, ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses
are standard errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%,
and 10% levels, respectively.

Panel A: Firms with public floats between $0 and $250 million
Dep: Log(ESG) Log(E) Log(S) Log(G)

(1) (2) (3) (4) (5) (6) (7) (8)

Treated × After -0.115∗∗∗ -0.131∗∗∗ -0.223∗ -0.238∗ -0.092∗∗ -0.106∗∗∗ -0.169∗∗∗ -0.190∗∗∗

(0.028) (0.029) (0.125) (0.123) (0.041) (0.041) (0.040) (0.041)
After 0.159∗∗∗ 0.020 -0.422∗∗∗ -0.148 0.188∗∗∗ 0.029 0.179∗∗∗ -0.011

(0.026) (0.033) (0.098) (0.111) (0.036) (0.039) (0.037) (0.053)
Size 0.117∗∗∗ 0.072∗∗ 0.151∗∗ 0.065 0.141∗∗∗ 0.097∗∗∗ 0.115∗∗∗ 0.067∗

(0.028) (0.029) (0.074) (0.077) (0.037) (0.037) (0.038) (0.040)
MTB 0.012 0.005 -0.005 -0.014 0.018∗ 0.012 0.008 0.000

(0.010) (0.009) (0.015) (0.015) (0.010) (0.010) (0.013) (0.012)
ROA 0.002 0.007 0.192∗∗ 0.204∗∗ 0.006 0.012 -0.030 -0.024

(0.053) (0.053) (0.078) (0.080) (0.065) (0.065) (0.070) (0.070)
Investment -0.068 -0.024 0.021 0.104 -0.062 -0.004 -0.130 -0.089

(0.107) (0.104) (0.136) (0.143) (0.103) (0.102) (0.162) (0.159)
Leverage 0.063 0.024 0.520∗∗∗ 0.428∗∗∗ -0.006 -0.053 0.125 0.090

(0.069) (0.068) (0.151) (0.151) (0.076) (0.076) (0.112) (0.111)
Log(Float) 0.022 0.015 -0.023 -0.023 0.026∗ 0.020 0.023 0.013

(0.014) (0.014) (0.040) (0.040) (0.014) (0.015) (0.023) (0.023)
Log(Float)2 -0.002 -0.002 0.006 0.005 -0.003∗∗ -0.003∗∗ -0.002 -0.002

(0.001) (0.002) (0.004) (0.004) (0.001) (0.001) (0.003) (0.003)
Firm FE Y Y Y Y Y Y Y Y
Year FE N Y N Y N Y N Y
N 2220 2220 2220 2220 2220 2220 2220 2220
R2 0.872 0.879 0.792 0.797 0.855 0.860 0.855 0.859
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Panel B: Firms with public floats between $75 and $500 million
Dep: Log(ESG) Log(E) Log(S) Log(G)

(1) (2) (3) (4) (5) (6) (7) (8)

Treated × After -0.054∗∗ -0.038∗ -0.313∗∗ -0.291∗∗ 0.053∗ 0.061∗∗ -0.114∗∗∗ -0.090∗∗∗

(0.021) (0.021) (0.137) (0.136) (0.028) (0.028) (0.032) (0.033)
After 0.094∗∗∗ -0.009 -0.298∗∗∗ -0.195∗ 0.057∗∗∗ -0.048 0.099∗∗∗ -0.039

(0.017) (0.030) (0.115) (0.115) (0.019) (0.030) (0.025) (0.044)
Size 0.100∗∗∗ 0.052∗∗ 0.183 0.075 0.065∗∗ 0.023 0.145∗∗∗ 0.091∗∗

(0.023) (0.024) (0.112) (0.120) (0.029) (0.031) (0.040) (0.044)
MTB 0.009∗ 0.003 -0.014 -0.026 0.015∗∗ 0.010 0.007 -0.001

(0.005) (0.005) (0.026) (0.027) (0.006) (0.006) (0.010) (0.009)
ROA -0.060 -0.042 -0.021 0.037 0.071 0.090 -0.146 -0.131

(0.050) (0.050) (0.195) (0.205) (0.070) (0.069) (0.094) (0.095)
Investment -0.076 -0.039 -0.068 0.117 0.127 0.178∗ -0.336∗∗ -0.316∗∗

(0.075) (0.072) (0.327) (0.334) (0.105) (0.103) (0.162) (0.160)
Leverage 0.083 0.053 0.622∗∗ 0.434∗ -0.079 -0.124∗∗ 0.275∗∗∗ 0.263∗∗∗

(0.052) (0.051) (0.241) (0.247) (0.057) (0.059) (0.101) (0.100)
Log(Float) 0.030 0.019 -0.082 -0.081 0.023 0.018 0.040 0.023

(0.020) (0.019) (0.071) (0.072) (0.026) (0.026) (0.040) (0.040)
Log(Float)2 -0.001 -0.001 0.004 0.002 -0.002 -0.003 -0.001 -0.000

(0.001) (0.001) (0.006) (0.006) (0.002) (0.002) (0.003) (0.003)
Firm FE Y Y Y Y Y Y Y Y
Year FE N Y N Y N Y N Y
N 1936 1936 1936 1936 1936 1936 1936 1936
R2 0.854 0.860 0.693 0.699 0.834 0.838 0.858 0.861
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Table A5 Placebo Reform Year Analysis

This table presents the results of the difference-in-differences regressions of the treatment effects of the Smaller
Reporting Company rule reform on ESG scores during the periods around placebo reforms, i.e., 2015–2018,
2017–2020, and 2018–2021. For every column the dependent variable is Log(ESG). TreatedP is an indicator
variable that equals one if a firm’s public float is between $75 million and $250 million in the placebo pre-reform
years, i.e., 2016, 2018, and 2019, respectively, and zero otherwise. AfterP is an indicator variable that equals one
for the post placebo-reform period after the placebo-effective dates, i.e., September 10, 2017, 2019, and 2020,
respectively, and zero otherwise. Control variables include Size, MTB, ROA, Investment, Leverage, Log(Float),
and Log(Float)2. All financial variables are winsorized at 1% to control for outliers and are defined in Appendix
C. Numbers in parentheses are standard errors clustered at the firm levels. ***, **, and * indicate statistical
significance at the 1%, 5%, and 10% levels, respectively.

2015-2018 2017-2020 2018-2021
Dep: Log(ESG) (1) (2) (3) (4) (5) (6)

TreatedP × AfterP 0.010 0.012 -0.016 -0.022 0.007 -0.001
(0.030) (0.030) (0.022) (0.022) (0.021) (0.020)

AfterP 0.078∗∗∗ -0.010 0.152∗∗∗ 0.023 0.189∗∗∗ 0.038
(0.016) (0.026) (0.015) (0.024) (0.014) (0.025)

Size 0.080∗∗∗ 0.051∗ 0.097∗∗∗ 0.058∗∗∗ 0.111∗∗∗ 0.067∗∗∗

(0.028) (0.029) (0.020) (0.020) (0.020) (0.020)
MTB 0.005 0.008 0.014∗∗ 0.012∗ 0.007 0.009∗

(0.006) (0.006) (0.007) (0.007) (0.005) (0.005)
ROA -0.033 -0.045 -0.010 0.015 0.044 0.027

(0.047) (0.047) (0.038) (0.037) (0.034) (0.033)
Investment -0.161 -0.150 -0.044 0.012 0.030 0.056

(0.128) (0.123) (0.071) (0.069) (0.069) (0.068)
Leverage -0.023 -0.019 -0.059 -0.059 0.035 0.002

(0.072) (0.071) (0.060) (0.058) (0.046) (0.045)
Log(Float) 0.021∗ 0.018 0.041∗∗∗ 0.034∗∗∗ 0.013 0.005

(0.012) (0.012) (0.011) (0.011) (0.012) (0.012)
Log(Float)2 -0.000 -0.001 -0.003∗∗∗ -0.003∗∗∗ 0.000 0.001

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Firm FE Y Y Y Y Y Y
Year FE N Y N Y N Y
N 1894 1894 3248 3248 3138 3138
R2 0.927 0.928 0.845 0.852 0.851 0.863
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Table A6 Post-Matching DID Analysis

This table presents the results of post-matching difference-in-differences regressions that test the treatment
effects of the Smaller Reporting Company rule reform on ESG scores. For the analysis, I employ the propensity
score matching method based on a firm’s pre-reform levels of Size,MTB, ROA, Investment, Leverage, Log(Float),
Log(Float)2, and industry. The dependent variables for columns (1) and (2), (3) and (4), (5) and (6), and (7) and
(8), respectively, are Log(ESG), Log(E), Log(S), and Log(G). Treated is an indicator variable that equals one
if a firm’s public float is between $75 million and $250 million in the pre-reform year and zero otherwise. After
is an indicator variable that equals one for the post-reform periods and zero otherwise. Control variables include
Size, MTB, ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial variables are winsorized at
1% to control for outliers and are defined in Appendix C. Numbers in parentheses are standard errors clustered
at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

Dep: Log(ESG) Log(E) Log(S) Log(G)
(1) (2) (3) (4) (5) (6) (7) (8)

Treated × After -0.093∗∗∗ -0.091∗∗∗ -0.428∗∗ -0.425∗∗ -0.051 -0.051 -0.146∗∗∗ -0.144∗∗∗

(0.028) (0.028) (0.172) (0.171) (0.044) (0.044) (0.042) (0.042)
After 0.131∗∗∗ 0.058 -0.363∗∗∗ -0.081 0.153∗∗∗ 0.084∗ 0.141∗∗∗ -0.011

(0.021) (0.043) (0.123) (0.135) (0.035) (0.047) (0.034) (0.057)
Size 0.072∗∗ 0.028 -0.048 -0.122 0.049 0.016 0.123∗∗ 0.069

(0.032) (0.033) (0.145) (0.150) (0.042) (0.044) (0.059) (0.062)
MTB 0.009 0.003 -0.024 -0.037 0.026∗ 0.021 -0.004 -0.011

(0.007) (0.007) (0.029) (0.030) (0.013) (0.013) (0.013) (0.012)
ROA 0.059 0.059 0.046 0.045 0.031 0.030 0.083 0.084

(0.051) (0.052) (0.101) (0.106) (0.056) (0.057) (0.092) (0.093)
Investment 0.069 0.092 -0.371 -0.254 -0.015 0.024 0.118 0.135

(0.113) (0.110) (0.296) (0.302) (0.115) (0.120) (0.170) (0.164)
Leverage 0.071 0.017 0.576∗∗ 0.364 -0.014 -0.079 0.235∗ 0.186

(0.073) (0.072) (0.260) (0.264) (0.082) (0.084) (0.134) (0.137)
Log(Float) 0.034 0.033 -0.031 -0.017 0.038 0.038 0.039 0.035

(0.021) (0.021) (0.062) (0.064) (0.026) (0.026) (0.032) (0.032)
Log(Float)2 -0.003 -0.003 0.003 0.001 -0.004∗ -0.004∗ -0.003 -0.003

(0.002) (0.002) (0.005) (0.005) (0.002) (0.002) (0.003) (0.004)
Firm FE Y Y Y Y Y Y Y Y
Year FE N Y N Y N Y N Y
N 1064 1064 1064 1064 1064 1064 1064 1064
R2 0.863 0.868 0.692 0.700 0.818 0.821 0.849 0.853
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Table A7 “Donut-Hole” Analysis

This table presents the results of difference-in-differences regressions testing the treatment effects of the Smaller
Reporting Company rule reform on ESG scores, after excluding observations within the 1%, 3%, and 5% radii
around the float threshold. For all columns, the dependent variable is Log(ESG). Treated is an indicator variable
that equals one if a firm’s public float is between $75 million and $250 million in the pre-reform year and zero
otherwise. After is an indicator variable that equals one for the post-reform periods and zero otherwise. Control
variables include Size, MTB, ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial variables
are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses are standard
errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels,
respectively.

Sample Exclusion Radius: 1% 3% 5%
Dep: Log(ESG) (1) (2) (3) (4) (5) (6)

Treated × After -0.077∗∗∗ -0.076∗∗∗ -0.075∗∗∗ -0.074∗∗∗ -0.078∗∗∗ -0.078∗∗∗

(0.019) (0.019) (0.020) (0.020) (0.020) (0.020)
After 0.120∗∗∗ 0.000 0.120∗∗∗ 0.001 0.120∗∗∗ 0.008

(0.015) (0.024) (0.015) (0.024) (0.015) (0.024)
Size 0.114∗∗∗ 0.067∗∗∗ 0.118∗∗∗ 0.072∗∗∗ 0.123∗∗∗ 0.078∗∗∗

(0.025) (0.025) (0.025) (0.026) (0.025) (0.026)
MTB 0.013 0.006 0.013 0.006 0.014 0.007

(0.009) (0.009) (0.009) (0.009) (0.009) (0.009)
ROA 0.001 0.010 -0.001 0.009 -0.011 -0.001

(0.051) (0.051) (0.051) (0.051) (0.051) (0.052)
Investment -0.083 -0.037 -0.085 -0.038 -0.104 -0.055

(0.101) (0.099) (0.103) (0.101) (0.106) (0.104)
Leverage 0.040 -0.000 0.031 -0.007 0.023 -0.019

(0.063) (0.062) (0.064) (0.063) (0.066) (0.065)
Log(Float) 0.026∗∗ 0.021∗∗ 0.027∗∗∗ 0.023∗∗ 0.027∗∗∗ 0.022∗∗

(0.010) (0.010) (0.010) (0.010) (0.010) (0.010)
Log(Float)2 -0.002∗∗ -0.002∗∗ -0.002∗∗ -0.002∗∗ -0.002∗∗ -0.002∗∗

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Firm FE Y Y Y Y Y Y
Year FE N Y N Y N Y
N 2992 2992 2938 2938 2864 2864
R2 0.871 0.877 0.873 0.879 0.874 0.880
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Table A8 Analysis of ESG Disclosure and Score from Different Databases

This table presents the results of the difference-in-differences regressions examining the treatment effects of the
Smaller Reporting Company rule reform on ESG disclosure scores and ESG scores from Bloomberg and Sus-
tainalytics. The dependent variable is the natural logarithm of 1 plus the ESG disclosure scores from Bloomberg
and Sustainalytics in the odd-numbered columns, and the natural logarithm of 1 plus the ESG scores from both
databases in the even-numbered columns. Treated is an indicator variable that equals one if a firm’s public
float is between $75 million and $250 million in the pre-reform year and zero otherwise. After is an indicator
variable that equals one for the post-reform periods and zero otherwise. Control variables include Size, MTB,
ROA, Investment, Leverage, Log(Float), and Log(Float)2. All financial variables are winsorized at 1% to control
for outliers and are defined in Appendix C. Numbers in parentheses are standard errors clustered at the firm
levels. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. All financial
variables are winsorized at 1% to control for outliers and are defined in Appendix C. Numbers in parentheses
are standard errors clustered at the firm levels. ***, **, and * indicate statistical significance at the 1%, 5%,
and 10% levels, respectively.

Bloomberg Sustainalytics
Dep: Disclosure ESGScore Disclosure ESGScore

(1) (2) (3) (4)

Treated × After -0.020∗∗∗ -0.029∗∗ -0.199∗∗∗ -0.049∗∗

(0.007) (0.012) (0.072) (0.021)
After 0.084∗ -0.027

(0.051) (0.020)
Size 0.001 0.006 0.126∗∗ 0.012

(0.008) (0.014) (0.052) (0.015)
MTB -0.003∗∗ -0.004∗ 0.021 -0.003

(0.001) (0.003) (0.014) (0.008)
ROA -0.024∗∗ -0.065∗∗∗ -0.176 -0.089∗

(0.011) (0.021) (0.129) (0.053)
Investment 0.017 -0.047 -0.780∗∗ -0.116

(0.018) (0.033) (0.346) (0.226)
Leverage 0.011 0.018 -0.145 -0.047

(0.015) (0.023) (0.094) (0.045)
Log(Float) 0.000 0.002 -0.077∗∗ -0.017

(0.003) (0.005) (0.031) (0.012)
Log(Float)2 -0.000 -0.000 0.008∗∗ 0.002

(0.000) (0.001) (0.004) (0.002)
Firm FE Y Y Y Y
Year FE Y Y Y Y
N 1011 1011 747 747
R2 0.939 0.910 0.968 0.989
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