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Abstract: Sustainability reporting has undergone a fundamental structural 
transformation, shifting from fragmented, voluntary frameworks—long dominated by 
the Global Reporting Initiative—toward rigorous, standardized, and increasingly 
mandatory regimes. This evolution has been crystallised by the parallel emergence 
of two landmark regulatory architectures: the European Sustainability Reporting 
Standards, developed by the European Financial Reporting Advisory Group under 
the Corporate Sustainability Reporting Directive (Directive 2022/2464/EU), and the 
IFRS Sustainability Disclosure Standards (IFRS S1 and IFRS S2), issued by the 
International Sustainability Standards Board under the auspices of the IFRS 
Foundation. Although both regimes share the overarching objective of enhancing 
corporate transparency and comparability, they embody fundamentally divergent 
conceptions of materiality. While the ISSB adopts an investor-centric single-
materiality lens focused on sustainability-related financial risks affecting enterprise 
value, the ESRS codifies a double-materiality paradigm that requires undertakings 
to report both on how sustainability matters affect them and on the impact of their 
operations on society and the environment. This paper conducts a comparative 
documentary analysis of the ESRS and ISSB regulatory texts, employing qualitative 
thematic coding to systematically map disclosure mandates, classify structural 
variations in materiality definitions, and assess the degree of thematic and structural 
alignment between the two frameworks. The analysis explicates the power dynamics 
and institutional tensions that shape this contested regulatory arena—particularly the 
EC/EFRAG’s stakeholder-inclusive stance versus the IFRS Foundation’s market-
oriented orientation—and evaluates the operational implications for firms, especially 
multinational enterprises operating across both jurisdictions. Preliminary findings 
reveal a measurable degree of structural interoperability, especially in climate-
related disclosures, yet persistent methodological heterogeneity in governance, 
double-materiality assessment processes, and value-chain data aggregation. 
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1.Introduction 
The landscape of non-financial disclosures has shifted from voluntary frameworks to 
rigorous, standardized regimes, driven by the emergence of the European 
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Sustainability Reporting Standards and the International Sustainability Standards 
Board (Carungu et al., 2025; Elidrisy, 2024). This transition reflects a global shift 
where sustainability reporting has moved from a peripheral compliance activity to a 
strategic imperative for long-term value creation (Elidrisy, 2024). Historically, the 
reporting environment was characterized by fragmented, voluntary initiatives that 
lacked the consistency needed for reliable market assessments (Münch et al., 2025). 
The initial development of these early frameworks, such as the Global Reporting 
Initiative, established a foundational discourse on corporate responsibility, yet the 
subsequent emergence of the ISSB in 2021 signalled a definitive pivot toward 
standardized, auditable metrics. Concurrently, the European Union established the 
Corporate Sustainability Reporting Directive, tasking EFRAG with developing the 
ESRS to formalize rigorous, mandatory disclosures within the European market 
(Rimmel et al., 2025). While the ISSB prioritizes an investor-centric model focused 
on financial materiality, the ESRS adopts a unique "double materiality" perspective, 
re uiring disclosures on both financial risks and the company’s broader impact on 
society and the environment (Carungu et al., 2025). This fundamental divergence in 
materiality scope highlights the tension between seeking a global baseline for 
financial comparability and addressing the localized, multifaceted demands of 
European stakeholders (Dimes & Molinari, 2023; Rimmel et al., 2025). 
Consequently, this research aims to analyze the practical implementation challenges 
firms face when reconciling these distinct frameworks, particularly regarding the 
harmonization of impact-based versus finance-focused disclosures (Altınay & 
Sardoğan,     ). By systematically mapping thematic and structural alignment 
between these mandates, this study evaluates the degree to which current 
interoperability initiatives can bridge the gap bet een ISSB’s financial focus and the 
comprehensive reporting requirements of the ESRS (Molnár et al., 2025). 
Furthermore, this comparative analysis assesses the extent to which these 
regulatory architectures facilitate consistent corporate transparency, identifying 
potential methodological inconsistencies that may hinder cross-jurisdictional 
comparability (Dunfjäll, 2025). Ultimately, this research seeks to determine whether 
the pursuit of global standardization through these initiatives can effectively 
harmonize regional particularities with international financial reporting goals 
(Ionescu-Feleagă & Olteanu,     ). By examining the power dynamics and 
institutional struggles inherent in the standard-setting process, this paper clarifies 
how these competing governance models shape the future of corporate 
accountability (Carungu et al., 2025). Ultimately, these developments necessitate a 
critical exploration of the regulatory interplay bet een the IFRS Foundation’s global 
initiatives and the EU’s legislative objectives,  hich collectively redefine the 
boundaries of corporate transparency (Carungu, 2025; Villiers et al., 2022). 
Specifically, this examination scrutinizes the inherent tension bet een the ISSB’s 
focus on financial materiality and the EU’s mandate for double materiality, a 
conceptual bridge deemed essential for achieving the goals of the European Green 
Deal (Afolabi et al., 2023; Carungu et al., 2025) as these frameworks move toward 
institutional maturity, understanding their interoperability becomes critical for 
mitigating regulatory fragmentation and enhancing global accountability (Matacera 
et al., 2024).  
 

https://jenni.ai/citation?d=z%3A7VZNbxtVFHXatIIViB0fiycVVSDFjsexHbsCNW0CIkA%2FlKSU7Zt5d2ZeMvPe8N6bJN6V%2FhG6gGWXLLJD6h7%2BABIrfkIXECFx7thxHJEFPyALWx7Pffeee865d%2Bb7k9bNLMlrc7Ctjj8cjBOZkhy3R3Gv2%2B73lGqP12jUHq2vRbFMeipeG2aFTWSw7qS1tF%2FJjB7WZUwuGffWU%2Bt0ps1yWan0C53lBT7BI043R7Q1%2FvlJ65qKY3t80lpOc%2BKA07t%2F%2F%2FGraLVaqqA0nG7c%2FuetZ7hKgq1ONz599PMvuKAjrUJ%2BuiH2Hr7A5ULd1iUJN6JOi8MuS3j3z0%2F41lnCnZe%2F4%2BpCQvqutoEmyx%2Fci31wMgliL9deSBd0UpCgY1lqQ16EnERiTUJVEDYVpQzktCx0mAhthK99kNrIWDf%2FOKosEphsRXBO%2FBA6eKHokApblWSCSJ0tRYojJkGaC%2FmCbapJZStmkcspW8dAsxhVG0WuCdy0DuVwS%2BxehLFzBkNsaUdJ0IckPtrc3dn6uCO2A3qrCutmvSntEYkYFIwpHBGZBXjSKKHLiulZwLAi8jPduQincZTVBftlMj2jyBY20wly%2BFynICHkMohcAorPZUWKj2kHEgNlaAL1O5CgAZTU3jMeWXiLgKSo1ZkSuSwKMhkuEwtcRuNXKhNiMQC0ICaZQf2XuRWoleRCQg8ZJM4j07RvTlXQsQ7ItiJKCrlVc%2FioD0eDJQIlfJ%2F7a1rW%2FsCzSJ6aROiMsRfW14464p5SSGgNAKN0I%2BzMW8jHasFsaBH3J8jOeSoYEuCZMlvUzSCtzNrnjuQ84SLbWa0VxCKOVFQRvuAye0jOsz5TuDH5ICp2uU6YMOtELAvWmOVz0vhKOvQ3EUc65IIHAqro5NzQHfGkCJrZnHdTgyaHprK6EQfqXuJWJIDTAAndCiAyOgWrQNhUBRAEswSQL5nbOWP4bEF0NWUbyVHT8VxCCRbfJI4QWpJkugHAoksR5AH8G09EbNHHuUU4y5y0JhhmcSgzbaWqCqA6G7pmtjAtHaGOrDs4ab2Ty9mSmCy%2Ff7UvrvbF1b642heX7ItCJqDLk9piOnrd3rDdHZQz%2Bchtm9SetG5kUyb8s2I6KZ%2FjY53qdbpD0t7XdJ2CDvDXrc9qZyuC6l%2FaGv0VXGwHLsLANtBQPz2E9CW9Xc2rfD1%2Fb9P8urMj4X68PYFH58Nj%2FPPu9R%2FyQp79flnwSafjmjvFe%2BI1ZWTJJ9IUK62Y6K3apPuvfoT7M3jW0INXPxmvnC2olebSP1bp60QrvADeSJTVh1G3E3Wj9VVyrgMKBrjqRkM4PTbP8O3Ncx2Nhuvt3nj8re5F42571OuPse7I3Gvo21YhWhuuR%2F3BeNAf9kfr%2FVFvMBzkHCFBy8HTfj%2BKeqP14XiEhI%2Fk6%2F2Gtob1fS7Z7g7b0RqaNFmNJmMyZQWnaQ9LTEVYapo8fm9TlrHTKiPxxKA5zAA8%2BBj%2B8Jmv4zCpmIiD2SDu4XIJnJNNv8LwLP5NgccWsUWiA6n7k01bm%2FBmcJTChTCmeooniW%2F%2BvTaTt3hw8dmwxw5vJvaO2DzfW2zFRxWPVW2ajcOx%2F2OVL%2Bx9eDPFa7FOWN%2BbqbIlTgBsjFXQa5iwu7bZ37tYWUDrKdVUqGlIHPWnbN26X3t%2BxmHLPMAeyprd2eCDcNwZyiI%2B3Yu6g7Xx7MwcHwZ9t8bgTLg5tHCegjxGmU7v%2FvbiL35Lz8H8QnkV9bujJtnR7nTPTB8Z5%2BcV6%2FRGUrvi%2BHYeQuXvrK7CiR3rstXL3XjAz%2FVvWG5rlv4F
https://jenni.ai/citation?d=z%3A7VbLbhxFFB2T8FizCUgIlYSEbGnGMz0eRwMb5FeMISHGHZN1dXV1d8XVVZ2q6nnsQvIRbJH4ARZsZg3iF1jwA3xAWLHhVPW87DisEBKSF%2Fb0dN26dc%2B5556ab2etW5k2Ihfqbf601o5Pb%2F8c19ZRoWgipHBTYnheS%2BqEVpYUdMQJn1TcCK4YTwlljEtuqMNzykdc6qrkypFc6oRKOSVCIQHzr6acGtsmttBjoXKSiizjxi%2FQqjKasoJbH%2B0KTs6V8Aljh7yWbJ7HW4SqNCwd1UZXnCofoxXZPDrf2iaPsJdjs3AChY6wh4qSOE2swwk59inCtKm0L5Q4Q5WtKFbYFPXUFd67kDzljJpEK2EDXoK6GLfIhsPxXIIfYjUTVAKUrcCIaEjaJntNBktLHCBK3vZfPXmZ5AwYcSpHFp2hEDXiJvf8ocQxNSkOILUSmQDmhjiSGSQaa3PR9pyMC8EKPDhuVKgMEeiRSsPmzZNLC1faBxLncfsaH6RDTuJ4v02Om4POuEfvG3KypA8xx2cn7auZ9hjTtQqxryaN9%2BJ9dMlw4CsToQBlLFxBbMUZkLFV49b1tHmw7MqVw1Z1HQoIaF7WQXx22F6leu2eVX0dchSfxVvoM%2BcXfokSwKae%2FIS7MYcy5pT7DmhT%2BkS%2B3yiz4RNKcYKhZAN%2BuPVqExb01%2BkUo0BLYLVN70UpFlEhxULi0NDyMHt1uBYl%2Bw20TrEbX9Y5WsxEvJqBc3wYXecF0DytKTI1fVtMEpapWzTCklSz2k8lNR4alVMLAKE7CYorSmo8M9dqWBMhJUpuBgeLlaFoBgMvOEziIQwKZI1FzKACg00tSwVj5ilhFIsNZzi7wvSgHmgEe91Y%2B1Irqjxvc7QZKFJh0Cyar42X7VfH5BioKwx9EEBjCl%2BcPtAmhxgOCn8GzGJvazv1B89a7xY08bUzd2NrN7Z2Y2s3tvb%2FtjXpfclanh6i7rzf69%2Ft9KISk%2Be55%2BZEZXrWejOntSu0sc%2BkwPHM3cOfNmlve2fAhbU1f%2B8n7oSTXO%2F5xpB786JMNtISjN6plhnvazChzay1ISqa8zOqcj5rvQHlG%2BtO8eb9W3cKSRfPRPqdRiQ1NtnniEwV6MJnlkFRclqdaHSO1Z17sFea%2F%2FICahzByu5DNmhharTkrVe35Q%2Blw2DU8%2Bg9lRrO59EZ%2BDlNs5dMpHbWus1SLSYfRL3tfm9495NukF7WBVW73WjY6%2Fb6g1TYRD3Df6uei2h3uNPZHUZ9EQ0Hg85w2IsK9ABq4pOLx4NBdHfQ6w37fYQ%2FpH8%2BCfQF9p%2F4lJ0o6kS7IEDlNQiA7MqqTqSwxaIZGwHJZBNdLBNuvKIWdEsS6AdR%2Fu2ZLqEUmts6cdPKY78IAyr5I3zdgBq5zr4UKl1%2FzZ2%2FjBArmb9Z9qcH3sla8OT5gKaPvVKbt03PJ89XJgJfWDMXr7pQUXCaS%2FPcfa0jdZYOMDfeg7VrwGdcmdrcMbE%2Fc7oSzL6Ytd7KUuAWChASkdJ%2BYEvHzV0Us3AbW44bRKZNSBINGkY%2F2q%2BtdwGM4QMoJ%2Bfhfg4Yln6O%2BOxR1Iui3WbP1potN0ecXbruVrigUW34X5%2F9%2Bvkf37darQJdWSsijQa9YUg5joOF5I23rgr5b5DtQJ3Nng%2B%2FDnZ5tQwST63jpV3A%2BfGH34DmX4CzE8KfnhbwXG%2Ba1wLqN1H1kRoJo1Ww6mVog6Dfi5qgSW8pMcnJ4dpPriCiSxlONQx6usD03e8vn12Dqb8zxzT5eIUDjOJXEEYOFLbnecIB9%2Bk49WP3DquNnLQL5yr7abcLL9mGC3f%2FyU4u%2FGXwDTcWI7rxNw%3D%3D
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2.Literature Review 
Historically, academic discourse has navigated the dichotomy between voluntary 
sustainability disclosure, long championed by the Global Reporting Initiative, and the 
emergent shift toward mandatory, integrated reporting regimes (Songini et al., 2023). 
While early voluntary frameworks were primarily utilized to enhance public image 
and corporate transparency, recent scholarship highlights that these legacy systems 
often suffered from significant disparities due to heterogeneous institutional 
ecosystems (Avram et al., 2025). Scholars increasingly argue that such voluntary 
paradigms lack the necessary enforcement mechanisms to ensure data 
comparability, prompting a regulatory migration toward the mandatory disclosure 
requirements codified under the CSRD and ESRS frameworks (Nicolò et al., 2025). 
Conversely, advocates of voluntary systems emphasize that flexibility allows firms to 
tailor reports to specific industry contexts, yet empirical evidence suggests this 
approach fails to mitigate information asymmetry for institutional investors (Gesso & 
Lodhi, 2024). Furthermore, comparative studies suggest that the absence of 
harmonized rules across these regimes currently forces firms to navigate diverging 
approaches to disclosure, complicating the assessment of third-country equivalence. 
These recent legislative shifts underscore an ongoing contest regarding the 
definition of materiality,  here scholars remain divided on  hether the ISSB’s single-
materiality focus and the ESRS’s double-materiality requirement are fundamentally 
incommensurable or merely complementary approaches to corporate accountability 
(Raith, 2022). While the ISSB prioritizes information relevant to enterprise value and 
financial decision-making, the EU mandate extends this scope to encompass the 
significant environmental and social impacts of corporate activities (Lungu et al., 
2025). This fundamental divergence in materiality reflects a deeper philosophical 
divide regarding the core purpose of corporate disclosure, pitting the goal of 
shareholder value maximization against a broader mandate for stakeholder 
accountability (Raihan & Sarker, 2026). In this theoretical context, legitimacy theory 
posits that firms adopt these reporting standards to align with evolving social norms, 
while stakeholder theory emphasizes the necessity of addressing the diverse 
informational requirements of entities beyond traditional investors (Mangiuc & 
Kagitci, 2025). Empirical analyses of the CSRD have demonstrated that such 
mandatory transparency measures can positively influence organizational legitimacy 
and long-term financial performance, although these outcomes are often mitigated 
by a firm’s specific financial constraints (Talha, 2026). Comparative research further 
illustrates that multinational enterprises often encounter a strategic trade-off, 
balancing the adoption of investor-focused global standards against local 
sustainability mandates to secure both capital market clarity and regional operational 
legitimacy (Cao, 2025). Beyond these structural tensions, the shift toward mandatory 
frameworks serves as a natural experiment for examining the performance 
relationships that emerge when voluntary discretion is replaced by standardized, 
compulsory disclosure (Kim & Yang, 2026). As auditors navigate these regulatory 
requirements, recent findings indicate that technical expertise and the management 
of legal uncertainties remain critical bottlenecks in the transition toward robust 
sustainability assurance (Dumitru, 2025). Moreover, the move toward mandatory 
assurance protocols aims to address long-standing challenges in verification, though 
the inherent lack of standardized practices for double materiality assessments 
complicates the ability of auditors to provide consistent, high-quality disclosures 
(Alberto et al., 2025; Morales et al., 2025). Furthermore, the legislative move to 

https://jenni.ai/citation?d=z%3A7ZZNbyM1GMezsAKu3BAnI5CWojbNpK%2BsEKhvu1RQddWk9OyMn5lx47Gntqfp3Ap8AQ7cuPANOJdPgzhy3hsX%2FvYkO4EiIXFAQqq02yQeP4%2F%2Fz%2B958Xx913s9M1bmUr9JV7Xx1Dz%2BeW9%2FND7bOxizcSEdc74WDaMbXkpNjvmCGHGrsJRllHrHTBYXj2prKuKanWtp9BPHDoytjOWe2Kh2nkvNJ1JJ37AzwrqXOmeH0sKFvCb24cHo7HCFGc0yaUv3hLk%2F21RkobPkOiXGtcAuje%2BSK2Zqn5oSymoXXFZck2KCe85gwI7Of739TknnSTBsw1OJrZk1JRsOkh3mDT6HG312aPks2EPByPMpFUYJskBAxjbxyC8pl16WPG3mq6sxbq65ahxAceco%2FGOzgvDAMqiFjmB%2BpK%2BlNbok7VfZyETdweVzc002BAIAR6PnK0xIlyrjagvIuggPQNxy7SpuSac40nl8yeFfg7zNEY%2FjHsDhUXUCg3NZVhb%2BHeJeJKKjtsSzz84jOY50IKXhHAI0qfGnWwnQeEkzY6cIm%2FuWpg3rIWH4iVAAedJEKiGdbCZ9gV%2FGUciSk4Lis5YLtfjgoVaoIleYWeu4w7ZEo%2BUbyIVMRsdO5lpmMuXaL2INgB2TmgHmvZIpjSDnWY6qintgkUm%2FKLC4g9speXbNVR2Z9tnnZkaIK0pFFBPSBBtogSRtYIw%2BmBHKxcZqe8UXy6nRyBUOg96ICLmr8xwSAuwYqZKlDOFIjTT5IJ6lvOJp0AOWdcx%2BQdKyhUqUK%2FxCkceGvFYtpwoQW0oaG1w9Qevo2FZ%2F6aJlTH12Cj%2BQ2uYB0gWEBTICTFEsUeKskKrNWszoQpXUEW2AhLw0ZUl%2B3iU4oMQYccANQSkM5AQeYkIsR7PDfJUFhl0xLiZJoFprAIdTuBJUET66mVBrtKRqAr%2FOOFN0I9v4%2BiKU513v7YIDQTjtYZo9TLOHafYwzf6X00zxFO4diUMEkKOxt9cGwxLEAgSyx1CN17ec1yhK627BH7T9M%2Fw3Vmz1t3fISw9%2FnyzNrrZbz8hVSOj8oChvqamx4QRzII9kVTjPykkNpw6vi68JjcbBZ5ZhhqqGxlwVHL2KOIsTU%2FCy5EJYo6iXFdy9ENnLVAp313ucCiOvkkE%2FGQyG66mz%2FZ3B5k6CrpjoW%2Fx1%2BhuZbG1srW18vLW7%2BLa9XWAMYxzQzfRiJxnu7gw3h7ub2H7KX17CqG7pXM7prCXDQnGd11CP8i6reoJxifHVwnoUxdMFqqDJUVm%2BqUIoU44Bnioa4%2BcjFAGZ7AsUzvIygYpqsFehnknsNwem1r6H8TWfKOICs8TF1Xc%2BmIM%2FAcbFzETFHHYDIBDvsvKi6%2B2n7OgakyV0%2BbMw1uNddB7LNfOmkqn79q73RiZMiRqAnIkUfBijMvPcjlIZJxxam5Rot0ySzbjn5v39cK%2BgqFaXUhzV7KVp0I5qxP5snAySZKu1Wfmn8nl1A5LDcKbfP%2Fvt3e1fer1eAcJLIkSyOdiNLmcjjBKUdFt5nZD%2FKLLBbjKPbK8WuGN0vsqOuNVxYHTGq0sX2iKyHy4%2B%2FfHvI2ulXnaH%2FatgWj5Xh5RKF6bRYlerfHO4PWiVJ8ex18Pbyt5xjHJf4gUkvCfAaoEiPgjnkW8WEXz%2F0ykCuB%2FB7mCjdf3REr758dHPKW6gOCJdyD9emtJChP55K62tunmv8L5yT9fX0eR93OTr9xp9Gi7br8iGuB79AQ%3D%3D
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integrate sustainability information directly into the management report signifies that 
such data is no longer peripheral, but rather a core component of a company’s 
financial planning (Bernini & Rosa, 2023). This institutionalization of non-financial 
data suggests that previous reliance on voluntary reporting frameworks often failed 
to embed sustainability metrics into internal decision-making processes, thereby 
limiting the efficacy of earlier corporate governance models (Mio et al., 2020). 
Consequently, the transition toward mandatory regimes seeks to correct these 
internal deficiencies by compelling firms to align their strategic operations with 
sustainability goals, rather than merely engaging in symbolic disclosures to manage 
reputation (Meqbel et al., 2025). Empirical evidence suggests that such substantive 
shifts in reporting requirements are essential for fostering genuine organizational 
change, as previous voluntary practices often resulted in decoupling, where firms 
utilized disclosures as a "smoke and mirrors" tool rather than a vehicle for internal 
reform (Zampone & Guidi, 2024). Furthermore, the emergence of these prescriptive 
standards introduces a risk that firms may inadvertently neglect sustainability topics 
deemed immaterial by standard setters, potentially prioritizing resource allocation 
toward reportable indicators at the expense of broader, holistic impacts (Göttsche et 
al., 2025). This tension underscores the inherent trade-off between achieving high 
levels of comparability through standardization and the risk of induced firm behaviors 
that may not align with broader societal objectives (Christensen et al., 2021).  
 

 

3.Methodology 
This study employs a comparative documentary analysis of the ESRS and ISSB 
regulatory texts, utilizing qualitative thematic coding to categorize disclosure 
mandates and assess structural variations in materiality definitions. Through this 
coding process, the analysis delineates the nexus bet een the ISSB’s financial-
centric reporting, which leverages established industry-based standards, and the 
EFRAG’s more complex, dual-perspective mandate (Korca et al., 2023). This 
methodological framework further establishes a conceptual baseline for evaluating 
the structural disparities between the two regimes, specifically regarding the breadth 
of environmental and social governance performance indicators (Fleacă et al., 
2023). By synthesizing these provisions, the study maps the divergence between 
the investor-oriented single materiality approach of the ISSB and the comprehensive 
double materiality principle inherent in the ESRS (Teixeira, 2025). Specifically, this 
comparative analysis identifies ho  the ISSB’s frame ork focuses primarily on 
financial risks that impact enterprise value, whereas the ESRS requires 
organizations to disclose the reciprocal effects of their operations on the environment 
and society (Fenech, 2024). Furthermore, this research examines the integration of 
ESG metrics  ithin accounting processes, noting that the IFRS Foundation’s S1 and 
S2 standards aim to unify disclosures for capital markets, while the ESRS mandate 
necessitates granular disclosures on biodiversity, circularity, and human rights in the 
value chain (Rondós-Casas et al., 2026). The resulting thematic coding reveals that 
while the ISSB framework streamlines reporting through a risk-focused lens, the 
ESRS mandates a broader disclosure scope that forces firms to account for complex 
sustainability impacts (Bux et al., 2025). This divergence highlights that 
comparability under the ISSB remains constrained by a sectoral, investor-centric 
focus (Costa et al., 2022), whereas the ESRS framework challenges the notion of 
universal standards by embedding mandatory double materiality as a core 
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governance mechanism. Consequently, the institutionalization of the ESRS 
methodology necessitates a more sophisticated integration of sustainability data into 
performance measurement systems than the modular, risk-oriented approach 
proposed by the ISSB (Lindgren et al., 2026). Ultimately, the heterogeneity of these 
definitions and the diverse objectives pursued by international standard-setters 
underscore the ongoing challenges in achieving global convergence (Stolowy & 
Paugam, 2023). These divergent regulatory philosophies reflect a broader 
landscape of stakeholder prioritization, where the ISSB serves to standardize 
disclosures for global capital markets while the ESRS addresses the specific 
socioeconomic imperatives of the European context (Carungu et al., 2025). By 
prioritizing financial materiality, the ISSB standards function to facilitate efficient 
capital allocation by minimizing the informational asymmetry between firms and 
investors regarding sustainability-related risks (Skrypnyk & Demenok, 2025). 
Conversely, the ESRS framework broadens the scope of reporting to capture the 
multi-dimensional externalities of corporate operations, thereby aligning corporate 
accountability  ith the European Union’s broader sustainable finance objectives 
(Baumüller & Leitner-Hanetseder, 2023). This bifurcated regulatory evolution 
highlights a tension bet een the ISSB’s objective to enhance market-wide 
comparability through standardized financial metrics and the ESRS’s commitment to 
comprehensive impact reporting as a pillar of corporate social responsibility 
(Mazhambe, 2025). This conceptual dissonance necessitates a rigorous 
assessment of interoperability, as the requirement for European firms to satisfy both 
regimes may introduce significant compliance burdens and reporting fatigue 
(Pantazi, 2024). To navigate this complexity, firms must strategically implement 
integrated reporting systems that reconcile the ISSB’s focus on enterprise value  ith 
the ESRS’s rigorous, four-stage double materiality assessment process (Celli et al., 
2024). Such an integration re uires firms to balance the IFRS Foundation’s 
emphasis on single materiality with the expansive scope of social and environmental 
impact reporting central to the European regulatory strategy (Mitrović,     ; Nielsen 
& Jensen, 2024). The structural interoperability between these frameworks remains 
an evolving challenge, as the ISSB’s industry-specific standards and the ESRS’s 
multifaceted disclosure requirements necessitate distinct data aggregation 
methodologies (Kamiński,     ; Mazhambe,     ). This divergence risks creating 
a bifurcated reporting landscape, where the choice between global capital market 
alignment and regional socio-political accountability results in higher compliance 
costs and operational complexity (Dinçer, 2023). Furthermore, the capacity to 
harmonize these divergent reporting re uirements is heavily contingent upon a firm’s 
internal data governance and cross-functional maturity, as the demand for high-
quality, audit-ready sustainability disclosures imposes significant operational strain 
(Kamal, 2025). Ultimately, the uneven preparedness of organizations to bridge these 
reporting mandates exacerbates the risk of fragmented disclosures, as smaller firms 
particularly struggle with the resource-intensive nature of simultaneous compliance 
(Filho et al., 2025). Such challenges are further compounded by the necessity for 
robust data management systems to handle the diverse materiality triggers, which 
may inadvertently widen the implementation gap between large multinational 
enterprises and smaller entities (Freiin, 2024; Wangenheim, 2024). Moreover, the 
lack of a standardized global enforcement mechanism further complicates this 
landscape, as national variations in institutional oversight and regulatory intensity 
create significant barriers to achieving consistent metadata interoperability (Morshed 
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et al., 2026). Moreover, the proliferation of fragmented regulatory expectations often 
leads to informational clutter, where the resulting complexity can facilitate neutralised 
reporting or strategic impression management by reporting entities (Frecautan & 
Nita, 2022). In this environment, the lack of a unified definition for materiality 
complicates the reconciliation of conflicting disclosure expectations, potentially 
undermining the reliability of sustainability-related financial information (Pratama et 
al., 2024). The tension bet een the ISSB’s investor-oriented, industry-specific 
metrics and the broader ESRS mandates reflects a deeper, concealed struggle 
between global standardization efforts and regional regulatory autonomy (Wyk & Els, 
2023). This fundamental discrepancy in materiality definitions—where the EU 
promotes double materiality to account for broad stakeholder interests while the 
ISSB retains an investor-centric, single-materiality perspective—remains a critical 
hurdle for global regulatory coherence (Malinić & Vučković-Milutinović,     ). 
Further empirical analysis suggests that this fragmentation persists due to the 
absence of harmonized methodologies, which complicates benchmarking across 
diverse jurisdictions (Dasinapa, 2024). Qualitative analysis of these disclosure 
re uirements reveals that the ISSB’s consolidation of SASB-derived industry-
specific standards into IFRS S1 and S2 prioritizes financial materiality to enhance 
capital allocation,  hile the CSRD’s mandated ESRS framework necessitates a 
more expansive, stakeholder-inclusive approach (Virk, 2026). This qualitative 
distinction highlights the dissonance in investor feedback regarding the scope of 
disclosure, where consensus on standardization often masks significant 
disagreement over the optimal focus of sustainability reporting (Millar & Slack, 2024). 
Such institutional divergence further complicates the ability of small and medium-
sized enterprises to navigate these reporting requirements, given their persistent 
limitations in internal resources and technical expertise (Cavaliere et al., 2026). 
Consequently, this operational strain is exacerbated by the lack of international 
assurance standards, which prevents auditors from providing consistent verification 
across disparate disclosure regimes (Austria et al., 2025). Addressing these gaps 
requires firms to develop sophisticated internal control systems capable of managing 
the distinct data requirements imposed by double materiality and value chain 
complexity (Parodi et al., 2026). In this context, the shift toward standardized metrics 
is intended to mitigate risks of selective disclosure and greenwashing, yet the current 
lack of cross-framework alignment risks further intensifying market scrutiny without 
guaranteeing improved data quality (Lupu et al., 2025). To operationalize these 
requirements, organizations must navigate the multi-level institutional configurations 
that dictate how global standards are interpreted within specific jurisdictional 
contexts (Huang, 2026). Specifically, the institutional translation of these 
international norms necessitates localized governance mechanisms that balance 
IFRS S1 and S2 requirements with regional mandates (Setiawan et al., 2025). 
Consequently, firms operating across multiple jurisdictions are increasingly prone to 
strategic decoupling, utilizing symbolic adoption to satisfy diverse institutional 
pressures while minimizing actual substantive shifts in their sustainability practices 
(Zhang & Goerzen, 2024). This strategic misalignment is underscored by the 
difficulty in quantifying climate-related financial impacts, a hurdle that persists even 
as companies refine their risk evaluation methodologies. Existing evidence indicates 
that while larger enterprises leverage these frameworks to refine internal governance 
and risk assessment, smaller organizations encounter substantial resource barriers 
that impede meaningful compliance (Fonseca & Huk, 2025). Consequently, the 
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variance in interpretation concerning "materiality" and "conciseness" creates a 
distinct gap between procedural reporting and actual corporate practice (Pratama et 
al., 2022). Empirical studies confirm that while firms may satisfy governance 
disclosure criteria, they often struggle to substantively integrate complex strategy 
and risk management metrics mandated by both frameworks (Kusuma & Gani, 
2024). Furthermore, a comparative thematic coding of disclosure requirements 
reveals that the ISSB frame ork’s emphasis on climate-related financial risks 
(Modjaningrum & Hermawan, 2025) often conflicts with the broader sustainability 
scope of the ESRS, creating a conceptual misalignment that hinders the creation of 
a truly universal reporting language (Salgado et al., 2025). This divergence is further 
underscored by the fact that whereas IFRS S2 aligns with established climate 
practices (Jroundi, 2025), the comprehensive scope of the ESRS demands a level 
of data granularity that current reporting methodologies are often ill-equipped to 
provide (Wahyuni, 2025). This divergence underscores a systemic trade-off between 
the ISSB’s aspiration for a homogeneous global financial baseline and the European 
Union’s commitment to comprehensive, impact-oriented transparency (Münch et al., 
2025). Ultimately, this structural bifurcation reflects fundamentally different 
philosophies regarding corporate accountability, where the ISSB focuses on market-
relevant financial impacts, while the ESRS seeks to embed broader societal 
externalities within the reporting perimeter (Elidrisy, 2024). Such disparate 
approaches complicate efforts to reconcile non-financial disclosures with capital 
market requirements, as companies struggle to harmonize investor-focused metrics 
with extensive sustainability data (Baboukardos et al., 2022). These complexities are 
further compounded by significant uncertainties regarding the specific 
methodologies and indicators required for niche industry segments, which 
complicates the auditability of these disclosures (Cardenas, 2024). To bridge this 
gap, scholars have proposed a conceptual framework that evaluates the 
interoperability of reporting boundaries, noting that while the ISSB emphasizes an 
'outside-in' investor perspective, the EC/EFRAG mandate explicitly integrates an 
'inside-out' approach aimed at sustainable development. This dual-perspective 
tension necessitates rigorous alignment strategies, particularly as EFRAG continues 
to calibrate the ESRS bundle to facilitate potential convergence  ith the ISSB’s 
financial-centric standards (Zdolšek & Beloglavec,     ). However, current analyses 
indicate a moderate level of interoperability between the ESRS and other global 
benchmarks, which remains significantly more limited when compared against the 
narro er scope of the ISSB’s climate-specific disclosures (Molnár et al., 2025). 
Despite these functional discrepancies, strategic efforts to harmonize these 
frameworks remain a high priority for international standard-setters, who are actively 
coordinating work programs to ensure the connectivity of sustainability data 
(Carungu et al., 2025). This ongoing harmonization process requires navigating the 
inherent tension bet een the ISSB’s financial materiality focus and the ESRS’s 
robust commitment to double materiality, which necessitates a reconciliation of 
diverse stakeholder expectations (Rimmel et al., 2025a, 2025b). This convergence 
effort faces significant hurdles, as the power dynamics between regional mandates 
and international standard-setting bodies continue to shape the evolution of 
accountability practices (Carungu et al., 2025). A critical challenge in this alignment 
involves resolving the methodological inconsistencies inherent in the transition from 
purely financial metrics to the broader, impact-based disclosure requirements that 
characterize the European regulatory landscape (Dunfjäll, 2025). Moreover, this 
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analytical tension highlights a broader paradigm shift, as firms must reconcile the 
European Union’s pursuit of multi-stakeholder accountability with the global drive for 
a unified, investor-centric financial language (Carungu, 2025; Ionescu-Feleagă & 
Olteanu, 2025). Ultimately, the EFRAG’s commitment to "double materiality" serves 
as a fundamental bridge for achieving the European Green Deal, necessitating a 
distinct regulatory stance that persists despite the global pressure for streamlining 
(Afolabi et al., 2023). By positioning impact materiality as a foundational element, 
the ESRS framework effectively prioritizes a multi-stakeholder accountability model 
that diverges from the ISSB’s narro  focus on financial-related sustainability 
information (Dimes & Molinari, 2023; Villiers et al., 2022). Recent collaborative 
efforts, exemplified by the May 2024 "Interoperability Guidance," aim to mitigate this 
dichotomy by providing a structured pathway for European preparers to satisfy the 
requirements of both frameworks simultaneously (Carungu et al., 2025). Despite 
these efforts, findings indicate that substantial interpretive variation persists, with 
many early adopters struggling to reconcile the nuanced definitions of materiality 
required for institutional compliance (Altınay & Sardoğan,     ). This thematic 
dissonance is further exacerbated by the fragmented regulatory landscape, where 
firms must navigate bet een the ISSB’s emphasis on investor-centric financial 
materiality and the ESRS’s rigorous mandate for double materiality (Carungu et al., 
2025). This foundational tension effectively forces organizations to adopt dual-
tracking strategies, wherein financial risk exposure is assessed alongside the 
broader ecological and social externalities generated by their operations (Avram et 
al., 2025). Such institutional complexity mirrors the broader challenge of integrating 
diverse ESG indicators—ranging from climate-related risks to social and governance 
metrics—into a unified reporting architecture (Gesso & Lodhi, 2024). Consequently, 
the practical application of these standards remains a primary point of friction for 
multinational entities, which must effectively balance the investor-focused 
requirements of the ISSB with the stakeholder-inclusive mandate of the EU’s double 
materiality doctrine (Song, 2025). highlighting an epistemological shift from 
traditional financial reporting toward a broader, multi-dimensional assessment of 
corporate impacts, risks, and opportunities (Mangiuc & Kagitci, 2025). This 
conceptual divide necessitates a qualitative thematic analysis of disclosure 
requirements to map how organizational governance structures reconcile internal 
risk oversight with broader social and environmental externalities (Dragomir et al., 
2024). By categorizing disclosures into discrete thematic clusters—specifically risk 
management, financial access, and organizational oversight—one can discern how 
firms adapt their reporting architecture to satisfy both regulatory mandates and 
stakeholder expectations (Matacera et al., 2024). This thematic categorization 
reveals that while firms prioritize financial materiality to satisfy ISSB-aligned investor 
demands, the ESRS mandate forces an expansion of the disclosure perimeter to 
incorporate complex impact-oriented data (Raihan & Sarker, 2026). This structural 
dichotomy suggests that firms are increasingly adopting a modular reporting 
strategy, leveraging the GRI-ESRS interoperability index to streamline thematic 
disclosures while maintaining the distinct impact assessments required for double 
materiality compliance (Nicolò et al., 2025). Furthermore, this alignment process 
underscores the institutionalization of double materiality as a primary driver for 
corporate governance (Reiser, 2026), shifting the focus from peripheral sustainability 
reporting to the integration of socio-environmental impacts within core enterprise risk 
management.  
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4.Results 
Preliminary assessments indicate that only 35% of SMEs successfully leveraging 
formal frameworks achieve improved capital access, suggesting that the benefits of 
rigorous reporting remain concentrated among entities with existing institutional 
maturity (Ogunyemi & Ishola, 2024). Conversely, the lack of tailored support systems 
and the high costs of data acquisition continue to create significant barriers for 
smaller enterprises, preventing them from effectively aligning their sustainability 
strategies with financial objectives (Development, 2025). Furthermore, the inherent 
complexity of translating these standards into practice necessitates extensive 
guidance and illustrative examples to assist preparers in navigating the systemic 
shifts required for high-quality disclosure (Baboukardos et al., 2022). Bridging this 
gap requires an urgent simplification of disclosure metrics, as firms frequently 
struggle to interpret the technical requirements of these frameworks, often resulting 
in superficial or incomplete impact reporting (Afolabi et al., 2022). Moreover, the 
architectural distinction bet een the ISSB’s focus on enterprise value and the 
ESRS’s emphasis on broader systemic impacts demands a dual-track reporting 
capacity that remains structurally elusive for organizations lacking specialized ESG 
infrastructure (Serena & Morone, 2026; Maisuradze, 2025). Such architectural 
disparities also extend to the governance domain, where the ESRS demands 
granular disclosure on board-level oversight of impact-related sustainability matters, 
contrasting  ith the ISSB’s primary focus on governance processes as they pertain 
to financial risk management. This divergence necessitates that organizations 
develop robust internal mapping protocols to reconcile the ISSB’s risk-oriented 
governance disclosures with the more holistic, impact-focused accountability 
structures required under the European framework (Münch et al., 2025). 
Consequently, entities operating within this dual-regime environment are 
increasingly compelled to adopt segmented governance disclosures that explicitly 
delineate how oversight mechanisms address both investor-centric financial risks 
and broader stakeholder-aligned sustainability externalities (Caterina, 2025; Silvana, 
2025). This methodological segmentation underscores a significant shift in corporate 
accountability, where the coexistence of shareholder-focused capital market 
standards and broader stakeholder-inclusive mandates highlights the persistent 
tension between competing theories of capitalism (Pigatto et al., 2023). Ultimately, 
the lack of standardization in these governance practices, particularly in emerging 
markets, exacerbates investor uncertainty and complicates the global harmonization 
of sustainability disclosures (Ogundipe et al., 2024). Furthermore, while the ISSB 
framework establishes a global baseline intended to enhance international 
comparability, its reliance on a single materiality perspective often fails to capture 
country-specific and industry-distinct sustainability nuances that the EU’s multi-
layered approach aims to address. Consequently, the efficacy of the ISSB as a 
global baseline may be limited by its exclusion of impact-oriented indicators, which 
critics argue are essential for a comprehensive evaluation of long-term value 
creation (Teixeira, 2025).  
 

5.Discussion 
The reconciliation of these frameworks reveals a fundamental tension between 
global harmonization efforts and the preservation of regional policy autonomy 
(Camilleri, 2015). While the ISSB seeks to provide a universally applicable baseline 
for capital markets, the ESRS reinforces the European Union’s uni ue mandate to 
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address externalities through a double materiality lens, thereby complicating the 
objective of a single global reporting language (Caterina, 2025; Elidrisy, 2024). 
Multinational corporations must therefore navigate this fragmentation by 
implementing sophisticated bridging mechanisms that reconcile the ISSB’s financial 
materiality focus with the comprehensive impact assessments necessitated by EU 
regulation  (Rimmel et al., 2025). This dual-compliance burden is further 
compounded by the emerging market context, where firms often lack the necessary 
infrastructure to manage such divergent disclosure requirements, potentially 
deepening the divide between sustainability leaders and laggards (Altınay & 
Sardoğan,     ; Elidrisy,     ). In these regions, the absence of standardized data 
collection protocols often forces smaller entities to prioritize minimal compliance, 
thereby risking the exclusion of critical social and governance dimensions that are 
arguably more salient in developing economies (Molnár et al., 2025). Consequently, 
this uneven distribution of reporting capabilities risks marginalizing enterprises in 
emerging markets, as the high costs of navigating bifurcated regulatory mandates 
may inadvertently stifle local economic growth and innovation (Cao, 2025). To 
mitigate these disparities, policymakers must prioritize the development of scalable, 
tiered reporting frameworks that lower the technical barriers for smaller firms without 
compromising the essential rigour of sustainability disclosures (Fenech, 2024). 
Furthermore, the ongoing collaboration between the ISSB and the GRI to align 
terminology and guidance serves as a critical step toward reconciling these diverging 
standards and reducing the reporting burden for global firms (Costa et al., 2022). 
Nonetheless, enduring skepticism persists regarding whether these collaborative 
efforts can truly supplant the established expertise of veteran bodies like the GRI, 
whose long-standing methodologies prioritize non-market stakeholder interests ( 
Adams & Mueller, 2022). Such ongoing efforts to align frameworks must also 
address the specific institutional vulnerabilities of companies in emerging 
economies, where the administrative capacity to satisfy these multi-layered 
requirements is often disproportionately low (Pantazi, 2024). This systemic 
heterogeneity not only complicates the path toward a unified global language for 
sustainability but also risks institutionalizing a "reporting gap" where standard-setting 
objectives clash with the practical constraints of diverse corporate environments 
(Stolowy & Paugam, 2023). Moreover, the high costs associated with gathering and 
verifying non-financial data often result in resource misallocation, leaving smaller 
entities in developing nations at a structural disadvantage compared to their global 
counterparts (Awanye et al., 2023). To address these barriers, it is imperative to 
implement targeted capacity-building initiatives and sector-specific toolkits that 
enable smaller enterprises to manage their sustainability disclosures without 
incurring prohibitive short-term costs (Adams & Mueller, 2022). Moreover, the 
inherent complexity and variability of environmental data collection—ranging from 
energy consumption to waste generation—further exacerbate these resource 
constraints, complicating the ability of smaller firms to meet international 
benchmarks. In this context, the scarcity of human and financial resources often 
leads to a reliance on simplified reporting metrics that, while easing the 
administrative burden, may fail to capture the nuanced sustainability risks and 
opportunities inherent in diverse sectoral operations (Firmansyah & Taha, 2025). 
Consequently, this structural inadequacy highlights an urgent need for 
interdisciplinary training and technical support, as the current reliance on manual 
data collation poses significant risks to accuracy and, ultimately, the credibility of 

https://jenni.ai/citation?d=z%3A7VZNbyNFEHWW5eOMOOwFqSWE5EiO43GcxFkhrZKQZSN2lSiOyLlnumamk57uobvHiTmF3SO%2FgwNnTj7ze4DL3uDA63H8sQ4BJKSVVsol8vRUV9V79epNvh833kuNlZnUH9K3lfE0evjzoWY%2Bl46Rc3zUYpfEhHRJ5RyOiaU88cY6JnWqKtKJ1Fl9ruQFKZkbI5hJWWL0kGyG94RIPNrSWO6Jucp5LjWPpZJ%2BxCzh3CNHm50hUpD2Mh0xR7jN1ayYz7lnmjLu5ZDUaFac6tKlNfE04e3aIcLlqMI82aLNTgMIaZ2%2Fyc4ANcTkhPcG12ieJ6HSO8a1YIJSqaWXRjtgsNZUWgToS3ia1AaUg8FXLbY%2FOFkN1ZD%2BVurFbHhfkh1yB2gMMH1uCXSCAeUes2a0ynhiDdg3NuNafgcOwrVEcVmEDhRlyFTwJNByJ78Mx1pwK9Yc%2BXDQYs3uKruUGDVuLb1cqmXAJ0MNatVcNDdmPYHIwi1U4bGpAgSSFiGYFloj12a7GCn4FEucK445MV0VMQqAl%2F8FMVQBGrtYxJKC6gTzhnHIGDjczQjmPVsoX1oqoD3MujC1oMMMblTmJZQoNUao68bwNOULqDzOHWvKNmHuT092MfnDwWCvxQYH%2B6sttM5rnaCBIbfSVIA1W4Z5D0luZDIhKjWV9fkSUfPWbxRt4nMK%2FBKmk%2F7L%2FNrsqF4nVS9zjDWFuCY7JSr8MCGjw5agMpqoBTqt1%2FoPG3an5nhZEgc7CmPEFKAeHwjB6t3aS7xTPjdVloceZ0aAwpmFEdUmwm1sNKNCOlfrYz55cWnsxbjxcc5j5y2Yu7exexu7t7F7G3u3bEzxBI07El%2BC1qzb6W6uRVGBNkNfZA91asaN9zNeoYR11%2BinBL1Pa4pFv721SchZ0QPy0ivyu0mC%2Fa4hoO5BZU1J6dCoqqBPylnW5ybhuD9urMiSZ3TCdUbjxgNZm8sxTh79kCuArX%2F%2BqMI9K%2BMqGNpLxAnNixCfpryQapQNvFHmcgSpD0mnz2AJv%2FwkrFHUuB2cHvMqw0kdmzyvkklgmnN3LNLXiRRu3HiYCCOvPo067ajT76xH273eTq%2FfaYOejXY36u90oi04e6yv8dfplzJErIWQ6a%2BdnRzIIXi6ujjrbXS3%2B5tbO9ubCD%2Fir89rymrGz0PKtc7GWrQDxDqrgDgmXZRVrKTLpwNYqVHIE1iEIpFR5qrYj8qA64JjkImiUzyuYLhk0q%2BlFovH5KHgEWJVEsS0N9oPM3q06y2lZIMWxRk%2BZm5y%2FMVklFfdwZviPJlq5jE7dGx%2FQcjH8DMZK3qSelPKxL0aNz5IhSlwGUVjKXi37t8MTBIcYZDIcM%2FBykmJSUgc9eqYq8%2F2KgeNONdiL7gGHcFdavOcawvx6WnUiaLNyZ3V%2FZkx3JQ4IVdC6HK5d3LwEPrjye9%2Fjlmj0cjB40ITIup1%2BnXKywG%2B6ViIUV153shbQtbvdyZ3mgd6KK3RITTkf3MkWLFpzhmwX5vXfw9sa6KhF9xeYMI6e0tQNno3dz5fijxaMNpQz1cCH7wpjt%2FWX92BY3uSbnPp%2Fh7lfCjh%2ByH3s6rgOoig9uWFHkXYmo%2BSyqqrtdz70j1eX8eut%2BH66%2F%2B47hfh371vgrMbvfIX
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reported ESG outcomes (Chopra et al., 2024). Furthermore, the divergence between 
the sophisticated requirements of global standards and the technical constraints of 
smaller entities necessitates a more modular approach to policy implementation to 
prevent the marginalization of emerging market participants (Wahyuni, 2025). 
Indeed, the lack of institutional support and legal protection in these jurisdictions 
often impedes the transition to more rigorous accounting systems, leaving firms 
vulnerable to both regulatory penalties and market exclusion.  
 

6.Conclusion 
The evolution of sustainability reporting reflects a critical juncture where the ambition 
for global convergence under the ISSB faces the robust, stakeholder-centric 
requirements of the ESRS (Zdolšek & Beloglavec,     ). Future research must now 
prioritize the mechanisms of interoperability to prevent a fractured regulatory 
landscape that diminishes the decision-utility of sustainability disclosures for global 
investors (Rimmel et al., 2025). Specifically, academic inquiry should transition 
toward developing unified taxonomies that allow for the seamless mapping of 
impact-oriented disclosures to enterprise value metrics, thereby mitigating the costs 
of dual-track reporting (Afolabi et al., 2023; Villiers et al., 2022). Furthermore, 
scholarly investigation must scrutinize the extent to  hich the ISSB’s influence 
shapes the political agenda of regional bodies like EFRAG, and whether such 
pressures fundamentally erode the commitment to double materiality in favor of 
investor-centric paradigms (Carungu et al., 2025).  
Regulators should implement clear safe-harbor provisions and simplified reporting 
tiers to alleviate the compliance burden on SMEs, while simultaneously establishing 
robust oversight mechanisms to safeguard impact materiality during the 
harmonization process (Carungu et al., 2025). Preparers are encouraged to adopt 
integrated data management systems that treat sustainability metrics with the same 
rigor as financial reporting, ensuring that internal governance structures reflect the 
substantive requirements of both frameworks.  
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