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Abstract 
As the importance of Sustainability emerges globally, companies need to incorpo-

rate sustainability in their business. Not only due to high societal expectations but also 

due to regulatory development. This results in the need to integrate sustainability into 

mergers and acquisitions as well, to meet regulatory requirements, investor expecta-

tions, and the financial materiality of environmental, social, and governance risks. 

Nevertheless, M&A practice remains characterized by heterogenous ESG assess-

ments and inconsistent post-merger integration of sustainability priorities. The study is 

investigating the question “What are barriers, opportunities, and solutions for sustain-

ability as a decision criterion in M&A activities?” 
The study aims to contribute to ongoing scientific research regarding whether ESG 

in M&A primarily operates as a risk mitigator or can be leveraged as a driver of value 

creation. Methodologically, the research adopts an interpretative stance and is based 

on qualitative semi-structured expert interviews. The outcome is a set of empirically 

derived propositions and practice-oriented recommendations on how companies can 

overcome barriers or improve their Due Diligence, valuation, and post-merger pro-

cesses in a way sustainability is recognized as a relevant part in the decision-making 

process. The findings as well aim to contribute to further academic research and un-

derstanding of sustainable M&A implementation as support organizations in aligning 

dealmaking with sustainability objectives. 
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List of Abbreviations 
CSDDD: Corporate Sustainability Due Diligence Directive 

CSRD: Corporate Sustainability Reporting Directive 

DD: Due Diligence 

ESG: Environmental, Social und Governance 

ESRS: European Sustainability Reporting Standards 

GRI: Global Reporting Initiative 

HGB: Handelsgesetzbuch (German Commercial Code) 

IFRS: International Financial Reporting Standards 

LP: Limited Partners 

M&A: Mergers & Acquisitions 

PE: Private Equity 

SASB: Sustainability Accounting Standards Board 
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1. Introduction 
Sustainability has emerged as a relevant topic in mergers and acquisitions (M&A) 

over the last years. Market evidence demonstrates recognition of strategic importance 

of sustainability. In a study by Pai (2024), 83% of M&A buy-side companies state that 

they would be willing to pay at least 3% premium for solid ESG credentials, and 14% 

would be willing to pay 6% premium or more. Beyond executive sentiment, empirical 

research on 69 Indian acquisitions spanning from 2010 to 2023 reveals that acquiring 

firms experience an average of 11% improvement in ESG performance when integrat-

ing targets with superior pre-merger ESG profiles (Panda et al., 2024), suggesting 

measurable value creation through sustainability alignment.  

Despite this recognized potential, ESG is not systematically integrated into M&A 

decision-making, which manifests in practice on three levels. First, regulatory frame-

works now mandate sustainability assessments without providing a clear operational 

methodology. The European Union´s Corporate Sustainability Directive (CSRD) (Eu-

ropean Union, 2022) and Corporate Sustainability Due Diligence Directive (CSDDD) 

(European Union, 2024) require certain companies to conduct comprehensive sustain-

ability Due Diligence (DD) and report using the double materiality framework. Yet, dou-

ble materiality assessment generates both measurement complexities and implemen-

tation challenges for organizations incorporating them (Dunfjäll, 2025). Second, prac-

titioners face multiple competing ESG reporting frameworks (e.g. GRI, SASB) which 

creates methodological inconsistencies that hinder comparison of target companies’ 

sustainability profiles (Mondal et al., 2025). Third, despite research establishing that 

pre-deal ESG alignment correlates with superior post-acquisition financial outcomes, 

integration teams often lack clear methodologies to merge divergent sustainability 

strategies (Caiazza et al., 2021). Qualitative research with German industry experts 

demonstrates that while CSRD has started a transformative shift in sustainability re-

porting practices, companies simultaneously report insufficient internal control pro-

cesses, data collection burdens, and limited organizational capacity to translate sus-

tainability assessment into M&A decision making (Sharma, 2025). Panda et al. (2024) 

further show that these improvements translate only marginally into market value cre-

ation (0.8% gain in Tobin´s Q). 

To address this gap, this study takes a qualitative approach, combining insights 

from sustainable finance, corporate governance, financial accounting, and strategic 
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management literature. While the M&A-focused sustainability subdiscipline is growing, 

it remains fragmented across fields and rarely addresses the organizational mecha-

nisms behind ESG integration (Beretta et al., 2025; Mondal et al., 2025). 

From a societal perspective, M&A has profound consequences for employees, 

supply chain workers, communities, and ecosystems, which traditional DD often over-

looks. Sustainability-informed M&A processes can create mechanisms to identify and 

mitigate human rights violations, labor exploitation, and environmental degradation in 

target companies. From a financial risk perspective, sustainability-informed M&A can 

surface impact-driven liabilities such as climate transition that traditional DD often 

misses (Falsarone, 2022). This study contributes to the field of Sustainable Entrepre-

neurship, which examines how business activities can be designed to create economic 

value while simultaneously considering ecological and social goals (Johnson & 

Schaltegger, 2020). While this field has primarily focused on founding processes and 

operational business models, ownership change through M&A represents an equally 

critical and underexplored context for sustainability integration. 

By empirical investigation, this study contributes to the emerging field of sustaina-

ble M&A by examining the barriers, opportunities and solutions that can shape sus-

tainability as a foundation for decision-making. 

1.1. Research Question 

Despite growing recognition of the strategic importance of sustainability in M&A, 

there still are knowledge gaps. Most of M&A sustainability literature is quantitative and 

correlates ESG performance with post-merger financial returns, rarely including organ-

izational mechanisms nor decision-making (Panda et al., 2024). Even though recent 

literature identifies ESG implementation barriers, these barriers have been docu-

mented primarily in non-M&A contexts (Mondal et al., 2025). The introduction of CSRD 

and double materiality has intensified complexity by adding new assessment layers 

that practitioners must operationalize alongside existing frameworks (Afsharipour, 

2024). 

This research addresses the disconnect between organizational recognition of 

strategic importance of sustainability in M&A and the barriers preventing practitioners 

from operationalization. While research has established that pre-deal ESG alignment 

correlates with superior post-acquisition outcomes, few studies have investigated the 

organizational, cultural, or procedural barriers that prevent successful integration 
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(Caiazza et al., 2021). Additionally, most empirical M&A research concentrates on 

large-cap, US-based transactions which limits the evidence existing on how European 

regulatory frameworks affect M&A practices (Beretta et al., 2025). Researching this 

gap requires qualitative investigation of organizational practices, barriers, and solu-

tions as experienced and understood by M&A professionals and sustainability experts. 

This leads to the research question: “What are barriers, opportunities and so-
lutions for Sustainability as a decision criterion in M&A activities?” 

1.2. Aims and Objectives 

First, this study aims to identify and understand the barriers that prevent sustaina-

bility from being included as a decision criterion in M&A processes. Understanding 

these barriers is essential to explain the gap between recognized strategic importance 

of ESG and its limited operationalization in practice. Second, the study examines the 

opportunities that arise from integrating sustainability criteria into M&A decision-mak-

ing. Identifying these opportunities provides a strategic rationale for practitioners to 

engage with ESG beyond compliance. Third, the study suggests concrete solutions 

that can support a more systematic integration of sustainability into M&A activities. The 

empirical findings will be translated into actionable guidance for different stakeholder 

groups. 

2. Theory 

2.1. Literature Review 

The literature reveals a fundamental debate about ESG´s role in M&A that has 

evolved over the last two decades. The dominant perspective from 2010 to 2020 

treated sustainability as a defensive risk mitigation strategy, emphasizing compliance, 

avoidance of environmental liabilities, prevention of regulation penalties, and reputa-

tion protection (Mondal et al., 2025). An emerging perspective positions ESG as a stra-

tegic value creation opportunity, supported by evidence that acquiring green targets 

improves operational performance (Barros et al., 2022; Beretta et al., 2025). However, 

other research indicates that low-ESG acquirers may experience performance declines 

when acquiring high-ESG targets which suggest cultural friction costs can outweigh 

synergy benefits (Caiazza et al., 2021). 
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Research consensus establishes several key findings. ESG performance disparity 

between acquirer and target materiality affects deal valuation (Cardillo & Harasheh, 

2023). Pre-deal ESG alignment correlates with superior post-acquisition financial out-

comes and lower integration friction (Panda et al., 2024). Post-merger integration rep-

resents the most critical phase for realizing ESG value, yet remains poorly executed in 

practice (Caiazza et al., 2021). The regulatory environment is forcing operational 

changes in how M&A professionals assess and integrate sustainability considerations. 

Measurement challenges persist due to inconsistent scoring and comparability be-

tween ESG frameworks (Dunfjäll, 2025). This research reveals a gap between what 

literature suggests ESG can contribute and what organizations can operationalize. 

2.1.1. Sustainability Due Diligence 

Sustainability DD represents the systematic process through which acquiring firms 

identify, assess, and evaluate environmental, social, and governance (ESG) risks, im-

pacts, and opportunities in target companies for acquisition decision-making (Af-

sharipour, 2024). The EU´s Corporate Sustainability Due Diligence Directive (CSDDD) 

mandates that companies identify, prevent, and mitigate adverse human rights and 

environmental impacts in their own operations and value chains (European Union, 

2024). Unlike Financial DD, which focuses on historical performance and quantifiable 

synergies, Sustainability DD examines qualitative and quantitative ESG factors that 

may create risks or opportunities (Parlak de Oliveira Serra, 2025). 

2.1.2. ESG Measurement Frameworks 

ESG frameworks represent methodologies through which organizations measure, 

disclose, and score their sustainability performance across environmental, social, and 

governance dimensions. Framework comparability refers to the degree to which differ-

ent ESG measurements produce consistent, comparable assessments of the same 

company´s sustainability performance (Michelon et al., 2024). Despite abundant ESG 

data, sustainability reports within the same industry remain largely incomparable due 

to different methodologies, weighting schemes, and materiality definitions (Dunfjäll, 

2025). For example, GRI provides broad and stakeholder-oriented sustainability dis-

closures, SASB offers industry-specific metrics for investors, and the ESRS adds a 

further layer through its double materially requirement. Still, the practical integration of 

these frameworks differs highly across companies and sectors (Fagbemi et al., 2025). 
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2.1.3. Stakeholder Theory 

Stakeholder theory posits that firm value depends on effectively managing rela-

tionships with multiple stakeholder groups (Freeman & Mcvea, 2001). It operates on 

two distinct dimensions, being external and internal, that are both relevant to this study. 

 In the external dimension institutional investors, limited partners (LP), banks, and 

regulators increasingly function as sustainability-oriented stakeholders who shape the 

conditions under which M&A transactions are structured and financed (Freeman & 

McVea, 2001). Their requirements range from ESG-linked financing conditions to LP-

level reporting mandates and create external pressure that makes ESG conformity a 

practical prerequisite for capital access (Pai, 2024; Mondal et al., 2025). This dynamic 

suggests that firms which fail to integrate sustainability criteria into M&A decision-mak-

ing risk damaging relationships with key stakeholders, with direct consequences for 

deal financing and market positioning. 

In the internal dimension acquiring organizations, deal teams and sustainability 

functions often represent divergent stakeholder logics. While deal teams prioritize 

shareholder value and short-term financial returns, sustainability functions represent a 

broader set of stakeholder interests including long-term risk mitigation, regulatory com-

pliance, and reputational resilience. This internal tension creates friction that can pre-

vent ESG findings from meaningfully influencing deal decisions, even when formal 

ESG processes are in place (Pedersen et al., 2025). Organizations with existing sus-

tainability infrastructure and strong internal governance are therefore expected to be 

more successfully incorporating ESG criteria into M&A decision-making and post-mer-

ger integration than firms lacking these capabilities (Caiazza et al., 2021; Freeman & 

McVea, 2001). 

Stakeholder theory provides the analytical lens to examine both why ESG integra-

tion is externally demanded and why it remains internally difficult making it the central 

theoretical framework for this study. 

2.2. Theoretical Framework and Operationalization 

Stakeholder Theory (Freeman & McVea, 2001) provides a relational lens to exam-

ine why ESG integration in M&A is not only a technical or regulatory challenge but also 

a question of whose interests are considered in deal-making. In this study, stakeholder 

theory helps to explain the external pressures that drive ESG integration, such as in-

vestor requirements, capital market expectations, and the internal organizational 
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dynamics between financial and sustainability functions that hold divergent stakeholder 

logics. 

As outlined in section 2.1.3, the framework operates on an external level by ex-

plaining investor and regulatory pressure, while the internal level shows organizational 

tensions between deal teams and sustainability functions. Together, these two dimen-

sions provide a coherent analytical structure that guided the development of the inter-

view guidelines and the analysis of the empirical data, as also reflected in the opera-

tionalization table in Appendix 1. By applying stakeholder theory to the M&A context, 

this makes a theoretical contribution by extending the framework beyond its conven-

tional application into M&A decision-making. This reveals that the internal conflict be-

tween divergent stakeholder logics is a central mechanism explaining why ESG inte-

gration fails in practice. 

3. Methods 

3.1. Research Design 

This research aims to answer the question “What are barriers, opportunities and 

solutions for sustainability as a criterion in M&A activities?”. The study is structured into 

a theoretical and an empirical part. The theoretical part defines and situates key con-

cepts and synthesizes the relevant literature to develop an initial analytical lens for the 

empirical study. 

The empirical part consists of eight semi-structured expert interviews with purpos-

ively selected participants. Semi-structured interviews enable flexibility to explore par-

ticipants´ emerging meanings and unexpected dimensions of their experiences (Cre-

swell & Poth, 2018). Interviews were recorded, transcribed verbatim, and analyzed 

using Mayring´s (2014) qualitative content analysis, combining deductive category ap-

plication with inductive category development. This allows systematic identification of 

both theoretically predicted patterns and emergent meanings from the interview data. 

Since the aim is not to determine how strongly certain criteria influence the pro-

cess, but rather to understand how sustainability criteria are or are not considered in 

M&A processes and how this can be changed, qualitative research design is the most 

appropriate. 
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3.2. Case selection 

Within the interview participants, two groups were defined in advance to ensure 

representation across different expertise. These groups were Group 1 (Sustainability 

Experts) and Group 2 (M&A Experts). Group 1 included individuals who, at the time of 

the interview, were employed or are academics in the field of sustainability or worked 

as sustainability consultants. These people were intended to provide a perspective on 

relevant sustainability regulations. Group 1 participants were required to have 

knowledge of CSRD, CSDDD or the EU taxonomy, as well as other regulations that 

are closely related to sustainability. Group 2 included individuals who were working as 

M&A or C-level finance practitioners. This group provided a practical lens and an un-

derstanding of potential barriers. Group 2 was expected to be familiar with Due Dili-

gence standards and able to assess the feasibility of incorporating sustainability crite-

ria. 

All potential participants were contacted directly via e-mail or LinkedIn. Priority was 

given to contacting individuals who were already known to the researcher. Participants 

are labeled with abbreviations in addition to the participant number. Group 1 was la-

beled “SU” and Group 2 as “MA”. The participants are differentiated by their job title 

and industry: 

1. SU1: Sustainability Consultant – Consulting 

2. SU2: Senior Sustainability Consultant – Consulting 

3. SU3: Director ESG & Sustainability – Legal Services 

4. SU4: Researcher Sustainability – Academia 

5. SU5: Partner Sustainability Services – Accounting / Audit 

6. MA1: Manager M&A Strategy – Advisory 

7. MA2: Senior Advisor – Consulting 

8. MA3: Founder & Director in the field of M&A – Investment Banking 

3.3. Method of data collection 

Two semi-structured interview guidelines were created for the interviews. Both in-

cluded the same themes but were tailored to the groups and differed slightly in their 

wording. Since the background of the two groups differs, it needs two guidelines that 

take this into account. The interview guidelines and their structure can be seen in Ap-

pendix 2.  



   

 

 12 

The “SU” guide mainly focused on the sustainability-oriented perspective. The 

“MA” guide dealt with the current possibilities for integrating sustainability criteria into 

the M&A process and the limitations that prevent this. This served to provide a holistic 

understanding of the state of the market. Since M&A is a complex construct, it must be 

studied from different angles.  

Participants were informed in advance about the study and asked to sign a consent 

form covering the topic, personal data use, data protection, and the right to withdraw. 

Participants were also informed that their anonymity would be preserved by the re-

searcher and that an audio recording would be made. 

All interviews were held in German. During online interviews, the researcher asked 

participants to ensure that they were in a comfortable and quiet place, could speak 

freely, and keep their camera and microphone always switched on. For interviews con-

ducted with participants on site, care was taken to ensure that the interview took place 

in a room where the participants felt comfortable and where there were no disturbances 

from external influences. 

3.4. Method of data analysis 

After an interview had been conducted and recorded, it was transcribed verbatim 

and coded using MAXQDA. Since all interviews were held in German, all citations in 

this study were translated into English. For data analysis, Mayring’s (2014) qualitative 

content analysis method was utilized to identify important passages of the text and 

place them in their contextual meaning. In the first step, the researcher defines a sub-

ject of investigation and prepares it theoretically. Based on the theoretical preparation, 

deductive codes emerged. Specifically, the external dimension of stakeholder theory 

informed deductive codes such as “regulatory drivers” and “investor pressure”. The 

internal dimension informed codes such as “sustainability literacy” and “organizational 

silos”. In the first round of analysis, approximately 50% of the material was reviewed, 

to assess the accuracy of the initial codes (Mayring, 2014). After this step, necessary 

adjustments were made to the codes. In this case some codes were merged, adjusted, 

or removed. Additionally, to the deductive process, inductive codes were included that 

appeared while working with the full data set. When working with the material, the final 

step was meaning analysis and interpretation (Mayring, 2014). This step is represented 

in the Chapters 4 and 5. 
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3.5. Criteria for qualitative Research and Limitations 

Credibility and validity were strengthened through several measures aligned with 

Mayring's (2014) criteria for qualitative research. First, procedural documentation was 

ensured by explicitly describing each step of the analysis process, from deductive code 

definition to inductive refinement, enabling the research to be traced and replicated. 

Second, argumentative interpretation was applied by grounding all interpretations in 

direct evidence from the interview material and linking findings back to the theoretical 

framework. Using Mayring's (2014) content analysis with explicit procedures for de-

ductive code definitions and inductive refinement provides methodological consistency 

to support dependability. 

However, the study has important limitations. The sample is geographically con-

centrated in the German-speaking context, which means that findings may not fully 

reflect M&A practices in other regulatory environments, particularly outside the Euro-

pean Union. The short time frame of interviews might lead to findings focusing on a 

specific point in time rather than following actual outcomes (Mayring, 2014), which is 

particularly relevant given the rapidly changing regulatory landscape around CSRD 

and CSDDD. Additionally, eight interviews limit the depth of coverage across all rele-

vant M&A contexts, deal sizes, and industry sectors. Another limitation concerns the 

professional homogeneity of the sample. Although participants were recruited from dis-

tinct groups, the sample is heavily concentrated in consulting, advisory, and financial 

services. Several participants work in or adjacent to financial advisory and assurance 

services, which may have shaped the findings towards process-oriented and data-

driven solutions. Perspectives from professionals in human resources, operations, or 

impact investing are underrepresented. This limits the extent to which the results reflect 

the full range of organizational approaches to ESG integration in M&A. Future research 

should seek to include a broader range of professional backgrounds to better capture 

governance, reputational, and cultural dimensions of ESG integration. 

3.6. Research ethics 

This study was conducted in accordance with the University of Groningen's stand-

ards for research ethics, centering on the principles of autonomy, confidentiality, data 

minimization, and secure data handling. 
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Participation was voluntary throughout the entire research process. Informed con-

sent was obtained from all participants prior to the interviews, following the principles 

outlined by Kleinig (2010).  

To protect confidentiality all transcripts were anonymized by removing direct iden-

tifiers such as names and organizations, as well as indirect identifiers such as unique 

combinations of role and context. Data was stored securely on the researcher's laptop 

with appropriate access controls. Audio recordings were treated as confidential given 

that voices could potentially be recognized. All files, including consent forms, record-

ings, and transcripts, will be deleted within a maximum of two years after each inter-

view. 

Bias was addressed using neutral, non-leading interview questions, consistent in-

terview techniques across participants, and reflexive notes to monitor how researcher 

assumptions might shape coding and interpretation. Results are reported only in anon-

ymized or aggregated form, and participants were offered the opportunity to request 

access to the findings upon completion of the study. 

4. Findings 
The findings of the qualitative content analysis are structured along three thematic 

clusters that emerged from the interview data: Data & Standardization, Organization & 

Culture, and Market & Stakeholders. Each cluster integrates the identified barriers, 

opportunities, and solutions that relate to the same underlying theme, which allows for 

a more coherent analytical perspective than a sequential presentation of barriers, op-

portunities, and solutions separately. Table 1 provides an overview of all identified bar-

riers, opportunities, and solutions across the three clusters. 
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Table 1: Overview of findings by thematic cluster 

Cluster Barriers Opportunities Solutions 
Data & Stand-

ardization 

Lack of ESG report-

ing standardization  

Regulatory frame-

works (CSRD, 

CSDDD, EU Taxon-

omy) as integration 

driver  

Binding ESG report-

ing standards with in-

dependent third-party 

audit 
Unreliable ESG data 

& absent verification  

Organization 

& Culture 

Lack of sustainability 

literacy in deal  

teams  

New market access, 

synergies & reputa-

tional gains 

ESG literacy & capa-

bility building 

Organization silos 

between finance & 

sustainability  

Leadership commit- 

ment & cultural 

change 

ESG DD treated as 

isolated, one-time 

exercise 

Cross-functional dia-

logue & external advi-

sory 

Market & 

Stakeholders 

ESG backlash & cy-

clical market deprior-

itization 

ESG as early warn-

ing system for physi-

cal, transitional & so-

cial risks 

Structural integration 

of ESG into Financial 

& Commercial DD 

ESG as transaction-

specific identification 

tool 

Investor & stake-

holder pressure  

reshaping deal con-

ditions 

Source: own illustration based on qualitative content analysis (n=8).  
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4.1. Data & Standardization 

4.1.1. Barrier: Lack of Standardization in ESG Reporting and 

M&A Processes 

The interviewees mention the missing standardization of ESG data and reports as 

a structural barrier. In contrast to financial KPIs which are backed by established stand-

ards like HGB (Germany) or IFRS (international) there are no consistent and required 

data sets, especially for small and medium sized businesses. 

“The lack of standardization in the reporting of ESG performance within companies, 

across industries, and throughout the economy.” - SU3 

The regulatory volatility, for example in the context of the EU Omnibus, which re-

duced the scope of the CSRD, supported a delay and increasing mistrust for a reliable 

ESG database. If there are no standardized and audited ESG KPIs, which are equal 

to financial KPIs, ESG will continue to be difficult to integrate into the M&A process.  

“There is no standard yet. And we also experience this problem with 

sustainability ratings […] there is supposed to be legislation on sustainability ratings 

and standardization. But here too, we encounter the problem that there is no standard-

ized information available on the market.“ - MA2 

4.1.2. Barrier: Lack of Reliable ESG Data and Verification 

Closely related to the missing standardization is the availability and reliability of 

ESG data. The interviewees mention that especially small and medium sized compa-

nies often do not have the capacity or the infrastructure to collect and provide reliable 

data. Additionally, in case there is data, it lacks independent audit for verification. 

“And then, of course, a major hurdle is the issue of data availability and data quality 

combined with a jungle of providers in this field.” - SU5 

Multiple interviewees describe how this creates an asymmetry in M&A processes. 

While financial data is regularly audited and verified by independent third parties, ESG 

data often relies on self-reporting without external assurance. This limits the usefulness 

for deal valuation and risk assessment. This problem goes even further in supply chain 
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contexts, where companies that are willing to report cannot obtain reliable information 

from their own suppliers. 

“Even if we wanted the supply chain to be clean, we don't even know where to 

get the data from. Nobody shares their data with us, and the ones further down the 

chain won’t share theirs either.“ – SU1 

4.1.3. Opportunity: Regulatory Frameworks as Driver 

The European regulation, especially CSRD, CSDDD and the EU-Taxonomy are 

mentioned as the main drivers for increasing ESG integration in M&A processes. Com-

panies which already have a stable ESG set up gain advantage in acquisitions because 

there is no need for intense and costly adjustments after closing a deal. 

“CSRD, with the EU Taxonomy. In the end, yes, everything that the legislator 

prescribes, we must understand and apply.” – SU2 

The interviewees perceive a direct connection between regulatory compliance and 

economic value. A target company that already fulfills regulatory requirements reduces 

post-merger costs and lowers the legal risks for the buyer. This dynamic is highlighted 

because it is particularly relevant for strategic buyers that themselves are subject to 

CSRD or CSDDD reporting obligations. At the same time, the interviewees 

acknowledge that regulatory frameworks can also create short-term uncertainty, as 

frequent changes and implementation delays make it difficult for companies to plan 

and invest in ESG infrastructure with assurance. 

“The regulatory pressure is of course a central point, even if it currently 

sometimes produces the opposite effect: regulatory uncertainty is also leading to sig-

nificant delays. In the EU, in the context of the CSRD implementation, it is quite a 

double-edged sword.“ - MA3 

4.1.4. Solution: Standardization through Legislation & ESG 

Frameworks 

As the most important systemic solution the participants mention binding standards 

in ESG-reporting. This should include both the necessary KPIs and the audit by inde-

pendent third parties. ESG-data can only be fully integrated into M&A valuation if it is 

reliable and compatible as financial KPIs. 
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“If we have this information when we establish and standardize these reporting stand-

ards, we will have made significant progress.“ - SU3 

Several interviewees highlight that standardization needs to operate on two levels. 

The first one is the level of what is reported, which includes the ESG metrics that are 

considered material and their calculation. The second level the reporting verification. 

This includes independent third-party assurance that creates the same level of trust as 

audited financial statements. Without both levels being addressed, ESG data will con-

tinue to be treated as soft information rather than a reliable input for deal valuation. 

Sector specific frameworks such as SASB are mentioned as a helpful addition to 

broader standards like ESRS since they can cover industry specific materiality more 

precisely. 

“On the one hand, we need standardization of the units of measurement. How 

the whole thing is evaluated, how the criteria within a company are assessed. Not 

evaluated in the sense of how much money they are worth, but simply a scale. And 

then, once it is standardized, it can also be better evaluated monetarily and thereby 

incorporated as part of the purchase price determination.” - MA1 

4.2. Organization & Culture 

4.2.1. Barrier: Lack of Sustainability Literacy 

One of the most mentioned barriers is the lack of sustainability literacy of people 

who are mainly steering M&A processes like finance- and deal-teams. The interview-

ees describe that ESG is often seen as a regulatory obligation rather than a strategic 

instrument. This leads to potential risks and opportunities are not seen or systemati-

cally included in decision-making. 

“The first thing that came to my mind was cost. And cost, given that most people can’t 

see the economic value. Either because it’s hard to grasp when it comes to many 

sustainability issues or because they just view it as a compliance topic.” – SU1 

A lack of knowledge about how ESG criteria can be operationalized reinforces this 

compliance-first perception. This can be seen particularly in M&A contexts, where deal 

teams are primarily trained in financial analysis and legal assessment, but rarely have 
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a foundational understanding of material ESG dimensions and their economic implica-

tions. 

“Sustainability plays a role only indirectly or to a limited extent in my 

environment on the sell side of small to mid-market transactions.” - MA1 

4.2.2. Barrier: Silos and Communication 

Another structural barrier are organizational silos between sustainability depart-

ments and M&A- or finance-teams. The interviewees reported about prejudices on both 

sides. While sustainability experts are seen as trouble seekers without any business 

knowledge, the financial domain is seen as locked up and hard to talk to. Additionally, 

there is a terminology barrier due to the different backgrounds which makes collabora-

tion even more complicated. 

“In my view, the parties involved generally speak fundamentally different languages at 

first.” - SU5 

4.2.3. Barrier: Missing Integration of ESG in M&A Processes 

Multiple interviewees mention that ESG DD is often a one-time activity that hap-

pens in parallel to classical audit processes (Financial, Legal, or Commercial DD) in-

stead of getting fully integrated. Findings from an ESG DD are often not systematically 

included in the post-merger phase. 

“Another common mistake is treating this as a one-time exercise for the transaction 

and failing to incorporate the insights gained into day-to-day operations or the portfolio 

as a whole.” - SU5 

They also describe how this isolation of ESG DD leads to a situation where valua-

ble sustainability insights are generated during the transaction process but then lost 

after closing. This pattern is particularly visible in private equity contexts, where the 

pressure to close deals quickly is high and the focus on short-term value creation 

leaves little room for systematic ESG integration. 

“If you can be certain that something will only have an effect after ten years, 

when the company is with you, and that some regulation won't kick in before then, then 

it's simply irrelevant to them.” - MA1 
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4.2.4. Opportunity: New Market Access, Synergies and reputa-

tional gains 

Multiple interviewees refer to entering new markets through ESG-based acquisi-

tions, realizing sustainable synergies (e.g. ESG-software or sustainable production 

processes) and increasing the company´s reputation as opportunity from incorporating 

sustainability as a criterion in M&A processes. Still, these opportunities are evaluated 

as near to long-term and highly deal dependent. 

“If I now acquire a company that is above or below me in the value chain, for 

example, someone who does sustainable packaging, then I can ship my product to my 

customers in a sustainable box.“ – SU2 

Several interviewees describe how ESG driven acquisitions can open access to 

customer segments and markets that would otherwise be difficult to reach. Additionally, 

a strong ESG profile can increase a target´s attractiveness to a broader range of buy-

ers and support a higher valuation in sale processes. Some interviewees also mention 

technology and data synergies, where acquiring a company with an established ESG 

data infrastructure or reporting system can accelerate the buyer´s own sustainability 

transformation. 

“On the other side you of course also have opportunities that come with being 

credibly ESG-compliant because you might simply be more attractive to certain buyer 

groups that value this, and you can offer differentiation.“ - MA3 

4.2.5. Solution: Capability Building and ESG-Literacy 

On an organizational level the building of basic ESG-literacy is seen as essential 

in all areas. This does not require every employee to be a sustainability expert, but it 

should create a common language and understanding of the material ESG dimensions 

and their economic impact.  

“First, capacity development, creating awareness. And that doesn't 

mean that everyone in the company must become a sustainability expert. But I think 

taking the necessary steps to create a basic understanding is the first step, so that you 

don't always have this barrier where one person has no interest and the other must try 

to push their topic through.” – SU1 
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Closely connected is also the recommendation to align sustainability and financial 

language to reduce barriers in dialogues between sustainability and deal-teams. Inter-

viewees point out that the ability of sustainability functions to communicate in financial 

terms is one of the most supportive enablers for ESG integration in M&A processes. 

Without this shared language, even well-founded ESG findings risk being dismissed 

as irrelevant by deal teams who focus on financial returns. In the long-term interview-

ees also highlight the role of academic education in building this capability. 

“I think it is important that ESG criteria plays a role in the academic 

development of young business and economics students. Because not everyone en-

counters this in their day-to-day professional life. But if you have had to engage with 

these criteria at least once during your academic career, you can incorporate them into 

your professional life or your own decision-making afterwards.“ - MA1 

4.2.6. Solution: Leadership Commitment and Cultural Change 

Integrating sustainability does only work if it is supported and carried from the man-

agement. Top-down commitment is a precondition for ESG-processes to be integrated 

organizational and not just as a side activity. 

“It must be practiced from the top down. [...] It must be modeled from the top down: 

Hey, we’re behind this, we see the added value.” - SU2 

Without visible leadership support, ESG initiatives remain isolated within sustain-

ability departments. C-level commitment signals to the organization that ESG is a stra-

tegic priority rather than a compliance obligation. This is particularly relevant in M&A 

contexts, where deal decisions are ultimately made at the executive level. 

“In essence, it is the overall responsibility of the board or management. 

Nobody can opt out of this. A CEO cannot say the CFO is responsible for it, or that 

they have an ESG officer who takes care of it while the others just observe from the 

sidelines. It is a matter for the top, and ultimately nobody can be left out.“ - MA2 
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4.2.7. Solution: Cross-functional Dialogue and External Advi-

sory 

Some participants recommend the set-up of structured exchange formats between 

finance and sustainability teams as well as the use of external advisory for translation. 

This is especially helpful in early phases of the integration process. External advisors 

can work as a catalyst who simplifies regulatory complexity and reveals practical ESG-

business cases. 

“Continuous exchange would be my answer to the question between the two 

teams, as we do it and as we will continue to do.“ - SU3 

A practical starting point described by the interviewees is the establishment of reg-

ular cross-functional meetings between sustainability and finance teams. These regu-

lar touchpoints help to build mutual understanding during high-pressure deal pro-

cesses more effective.  

“I think that currently it is of course a very important task for the consulting and 

service companies that accompany these financial transactions. Because they are on 

the seller side once and on the buyer side once, and through this they of course also 

have a very large pool of experience that continues to grow.“ - MA2 

4.3. Market & Stakeholders 

4.3.1. Barrier: ESG Backlash and Shifting Market Priority 

The interviewees describe a recognizable decrease of ESG´s overall relevance in 

the M&A market. This is due to economic pressure, geopolitical shifts and the strategic 

change of big investors to focus less on ESG criteria. 

“As for ESG: I think public perception of it has already hit rock bottom. I don’t know if 

we’ve reached the absolute lowest point yet, but its relevance is practically zero when 

people talk about M&A.” - MA3 

The interviewees describe that ESG criteria were a central differentiating factor in 

M&A markets only a few years ago, but they have lost significant traction nowadays. 

They also point out to a broader shift in investor interests, which are driven by geopo-

litical uncertainty, rising interest rates, and a general refocusing on short-term financial 
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performance. This had led to a situation where ESG is increasingly treated as an op-

tional add-on rather than a strategic necessity in deal-making. 

“Until about three to five years ago, when the economy was still doing well and 

everyone was on cloud nine, you could really focus on sustainability and differentiate 

yourself through it. Special ESG funds were launched, investors and limited partners 

often tightened their ESG criteria, and it was a huge topic on the banking side.” - MA3 

On the other hand, all interviewees who address this topic mention that this is a 

cyclical effect and the topic of sustainability in general will not disappear in the future. 

Especially due to regulatory requirements and businesses facing real climate risks. 

4.3.2. Opportunity: ESG Integration for long-term Risk Man-

agement 

The mostly mentioned opportunity is ESG´s function to serve as an early warning 

system for physical, transitional or social risks. The interviewees argue that a company 

with a solid ESG foundation has more resilient supply chains, lower regulatory expo-

sure, and a higher operational stability which can materialize in M&A valuation. 

“If you were looking to buy a company right now and saw that it has a poor ESG rating, 

you’d probably have to conclude: “Okay, that means I definitely need to invest in it 

somehow to improve that rating over the long term.” That would likely influence the 

decision in some way.” - SU1 

Especially in climate risk analysis many interviewees see a growing standard. The 

analysis of physical risks such as flood or drought and transitional risks such as carbon 

pricing is expected to be an integral part of an ESG DD. The risk management function 

was highlighted especially for asset heavy industries, where physical climate risks can 

directly affect the value of production facilities, real estate, and infrastructure. 

“One would minimize one's own risks of future additional investments. One 

would also minimize future risks arising from social issues, for example future lawsuits 

or having to bear new expenditures.“ - MA2 
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4.3.3. Opportunity: ESG as a Risk Identification Tool in M&A 

Transactions 

Beyond the general risk management ESG offers concrete clues for identifying 

transaction-specific risks, such as supply chain dependencies, site exposure or social 

risks like precarious working conditions or lacking diversity measurements. According 

to the interviewees these risks are usually not considered in Financial DD, even though 

they can have high business impacts. 

“The topic of climate risk analysis took us by surprise. There’s growing demand for it, 

and it’s almost becoming standard practice, because it’s clear that financial risk is al-

ready lurking in the background, regardless of whether I’m subject to regulatory re-

quirements or a private equity firm is aligning itself with ESG criteria.” - SU5 

Identifying these risks during the transaction process allows buyers to adjust the 

purchase price, negotiate warranties, or decide not to proceed rather than facing costly 

surprises after closing. 

4.3.4. Opportunity: Investor and Stakeholder Pressure 

Also, the pressure by institutional investors, LPs and banks is identified as driving. 

Some interviewees mention that ESG-conformity is considered in financing conditions 

(e.g. ESG-aligned interest rates) or LP-requirements which directly influences the prof-

itability of transactions. 

“Many banks have incorporated ESG-criteria into their term sheets, and there are al-

ready differences in the interest rates and margins offered depending on how ESG-

compliant I am or am not.” - MA3 

Beyond financing conditions, a broader shift in investor expectations that is reshap-

ing the M&A landscape is described. Younger generations of investors and business 

owners are increasingly incorporating ESG criteria into their decision-making, which is 

gradually changing the composition of buyers. Impact funds and ESG-focused family 

offices are becoming more active in M&A markets, which creates additional demand 

for targets with strong sustainability profiles. The interviewees also point to the reputa-

tional dimension of investor pressure. Companies that are clearly non-compliant with 
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ESG expectations risk damaging relationships with key stakeholders, which can affect 

their ability to attract financing and close deals in favorable terms. 

4.3.5. Solution: Integration of ESG into the Financial and Com-

mercial Due Diligence 

Multiple interviewees ask for a structural reconfiguration of the DD process. ESG 

should not be a separate audit domain but an integral part of the Financial and Com-

mercial DD. Here, ESG risks and opportunities should not only be described qualitative 

but as well be modeled financially and translated into scenarios. 

“It shouldn't be a parallel process. […] It really needs to be integrated much more into 

mainstream finance.” - SU2 

When ESG risks are not expressed in financial terms, deal teams have no basis to 

incorporate them into valuation models or purchase price negotiations. Beyond the 

transaction itself, interviewees emphasize that the insights generated during ESG DD 

should feed directly into post-merger integration planning. This would allow acquiring 

companies to start improvements from day one after closing. 

“On the buy side, ESG certainly plays a role in the individual DDs. If we are 

working within certain legal structures and must comply with certain regulations, the 

legal DD can cover this as well. But there is also a separate ESG DD, which is partic-

ularly important for identifying any major red flags.“  

- MA1 

Taken together, and as summarized in Table 1, the findings reveal an asymmetry 

across clusters. While structural and data-related barriers dominate the first cluster, 

the organizational and cultural cluster carries the highest number of identified barriers 

but also the broadest set of solutions. The market and stakeholder cluster is charac-

terized by a concentration of opportunities, suggesting that external pressure and risk 

management potential are more readily recognized by practitioners than internal or-

ganizational readiness to act on them. 
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5. Discussion 

5.1. Classification into the existing literature 

The identified barriers, opportunities, and solutions align with the growing body of 

research on sustainable finance in M&A. It also reveals empirical patterns that have 

not yet been deeply addressed in the literature. 

The barrier of missing standardization confirms Afsharipour (2024) and Mondal et 

al. (2025), while the interviews extend this by revealing a missing link between ESG 

metrics and financial valuation models. This gap can prevent deal teams from incorpo-

rating ESG findings into purchase price negotiations or investment decisions. 

The regulatory volatility around CSRD aligns with Sharma (2025) and Dunfjäll 

(2025), who document significant uncertainty regarding scope and timing. Parlak de 

Oliveira Serra (2025) further contextualizes this through a legal assessment of the 

CSDDD and its DD implications. 

ESG as a risk identification and risk management tool confirms the approach of 

Pai (2024), who describes ESG DD as a central instrument for identifying hidden finan-

cial risks. The interviewees also emphasized strongly on the benefits for risk manage-

ment, when ESG is early evaluated and the findings are systematically considered and 

integrated. 

Cardillo & Harasheh (2023) show that ESG scores influence deal timing, support-

ing the interviewees ‘description of ESG ratings as a buyer signaling mechanisms. 

The interviewees demand a structural integration of ESG into the Financial and 

Commercial DD. This is also supported by Mondal et al. (2025), who proposes an in-

tegrated framework for sustainable finance in M&A. Beretta et al. (2025) conclude that 

a coherent connection between sustainability performance and M&A activity is still 

largely absent in empirical research. Standardization through legislation and ESG 

frameworks can support this integration. It also aligns with the regulatory logic de-

scribed by the European Union (2022; 2024) which establishes binding reporting and 

DD requirements as the foundation for more comparable and reliable ESG data.  

An alternative interpretation of this barrier is that it reflects motivational rather than 

structural constraints. Deal teams may have access to sufficient ESG information but 

lack the incentive to incorporate it into valuation models under the time and perfor-

mance pressure that governs M&A transactions. This is consistent with the private 
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equity (PE) holding period observation. If the incentive structure rewards short-term 

exit returns, even high-quality ESG data will not be acted upon. This suggests that 

standardization alone will not close the gap, also structural incentives within deal pro-

cesses may need to change alongside data quality. 

While Barros et al. (2022) and Caiazza et al. (2021) document positive effects on 

M&A outcomes, none addresses the cyclical nature of ESG relevance. A perception 

most practitioners describe as a significant barrier. 

From a stakeholder theory perspective (Freeman & McVea, 2001), the persistence 

of barriers to ESG integration in M&A can be understood on two levels. Internally, the 

fragmentation between deal teams and sustainability functions reflects a conflict be-

tween diverging stakeholder logics within the organization. While deal teams prioritize 

shareholder value, sustainability functions represent a broader set of stakeholder in-

terests. This internal conflict is reinforced by organizational silos that prevent ESG find-

ings from transferring into deal decisions even when formal processes exist (Pedersen 

et al., 2025). SU5 and SU1 describe mutual prejudices and different terminology in 

both functions. This is a micro-political dynamic that goes beyond structural integration 

challenges. This internal conflict must be resolved before a coherent external stake-

holder strategy becomes possible.  

An alternative understanding of the organizational silo barrier is that it represents 

a rational adaptation to deal processes constraints. Under time pressure, deal teams 

naturally prioritize information that is quantifiable, auditable, and directly linked to val-

uation, which ESG data currently fails to meet. From this perspective, the communica-

tion gap between sustainability and finance functions is a symptom of ESG´s limited 

financial operationalization rather than its cause. This interpretation does not weaken 

the importance of capability building and cross-functional dialogue, but it implies that 

cultural interventions will only produce lasting change of accompanied by structural 

changes to how ESG findings are expressed and weighted in deal decisions.  

Externally, the findings confirm that investor pressure, LP requirements, and ESG-

linked financing conditions are increasingly functioning as stakeholder mechanisms 

that make ESG conformity a practical prerequisite for capital access (Pai, 2024; Mon-

dal et al., 2025).  

The generational shift among family offices and impact investors described by MA3 

illustrates how the composition of the buyer landscape is gradually changing in ways 

that reward targets with strong sustainability profiles. Companies that ignore ESG as 
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a decision criterion therefore risk regulatory exposure and jeopardize their relation-

ships with key financial stakeholders, with direct consequences for deal financing and 

market positioning.  

The ESG backlash could alternatively be interpreted as a temporary market cor-

rection following a period in which ESG criteria were overweighted relative to their 

demonstrated financial impact. If this reading is correct, the current deprioritization of 

ESG in M&A markets may be self-limiting. As regulatory frameworks mature and ESG 

data becomes more comparable and auditable, the condition for reintegration is sup-

ported by the observation that all interviewees who addressed the backlash simulta-

neously describe it as cyclical, suggesting practitioners themselves do not interpret the 

current moment as permanent. 

MA1 describes how PE investors systematically ignore ESG risks beyond a five-

year horizon, as these will not materialize before exit. This circumstance has direct 

implications on which types of buyers can internalize ESG as a decision criterion. 

5.2. Stakeholder Recommendations 

5.2.1. Regulators and political decision makers 

The empirical findings suggest that regulators play a key role in overcoming the 

mentioned structural barriers. The priority should be to introduce binding, consistent, 

and audited ESG-reporting standards for small and medium sized companies which 

are currently mainly exempted from the CSRD. Additionally, these regulatory frame-

works should be designed practical. Bureaucratic overload as described by the inter-

viewees can have a counterproductive impact and undermine the credibility of ESG 

frameworks. Taxation and financial incentives for ESG-conform M&A activities can 

drive additional impulses. 

Beyond reporting standards, regulators should also consider introducing minimum 

governance requirements for ESG integration in M&A processes. This could include 

mandating board-level accountability for Sustainability DD outcomes and requiring that 

ESG findings are formally documented as part of deal approval processes. Such gov-

ernance requirements would signal that ESG is a matter of organizational leadership 

and would create structural incentives for C-level commitment beyond voluntary adop-

tion. 
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5.2.2. M&A Advisors and Due Diligence Providers 

Consultancies and advisories have a bridging role between sustainability expertise 

and financial logic. It is recommended to not view ESG DD as an isolated audit but as 

an integral part of the Financial and Commercial DD. ESG-risks should be modelled in 

financial scenarios and be included in the price determination. The results of an ESG 

DD should be included in post-merger integration plans as well. External advisors take 

on a translating role because they can support companies in operationalizing regula-

tory requirements and communicate ESG-business cases into the language of finance 

teams. But they can also push the topic further onto their clients from a professional 

perspective. 

M&A advisors also function as reputational gatekeepers in transaction processes. 

Advisors who systematically surface and communicate ESG risks contribute to a mar-

ket environment in which sustainability shortcoming become visible before closing. 

This reputational function is particularly relevant in mid-market transactions, where tar-

gets often lack the ESG infrastructure to self-report reliably. By making ESG a standard 

part of their client communication, advisors can gradually shift market norms and de-

crease the reputational cost of ignoring sustainability criteria in deal-making. 

5.2.3. Companies on the Buy and Sell Side 

Companies should treat ESG capabilities as a strategic resource. On the buy side, 

this means systematically integrating ESG criteria into deal strategy and valuation, for 

example through ESG-weighted risk models. On the sell side a proactive ESG-posi-

tioning and a stable data base can increase attractiveness as a target. A strong lead-

ership commitment is a precondition for successful integration. If there is no clear sus-

tainability strategy embedded on C-level, ESG will not be properly considered in deal 

decisions. 

ESG can also build reputational capital. For companies on the sell side, a credible 

and well-documented ESG profile builds stakeholder trust that extends beyond the 

transaction itself, which signals to customers, employees, and investors that the or-

ganization is managed with long-term accountability in mind. For buyers, acquiring 

companies with strong governance structures and sustainability track records reduces 

reputational exposure and strengthens the acquirer’s own stakeholder relationships.  
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5.2.4. Academic Training and Competency Building 

In the long-term ESG-knowledge needs to be more embedded in business and 

legal study programs to create a common understanding of sustainability and its con-

nection to financial KPIs. It’s not about creating entirely new programs but to under-

stand how deal-making can be influenced by sustainability considerations. This might 

support the decrease of communication barriers between deal and sustainability teams 

in practice. 

In addition to ESG literacy, academic programs should build competency in corpo-

rate governance and stakeholder accountability. Understanding how boards structure 

sustainability oversight, how ESG responsibilities are allocated across management 

levels, and how stakeholders’ interests are formally represented in decision-making 

processes is as relevant for future M&A practitioners as understanding ESG metrics 

and reporting frameworks. Integrating governance perspectives into business and law 

curricula would better prepare graduates to navigate the organizational and political 

dimensions of ESG integration. 

5.3. Reflection on transdisciplinary dimension 

Engaging with practitioners revealed a fundamental difference in how academic and 

practical knowledge is structured and valued. Where academic frameworks such as 

stakeholder theory operate with clearly defined constructs and causal logic, practition-

ers tended to reason from their transactional experience, pattern recognition, and mar-

ket intuition. Several interviewees acknowledged the relevance of stakeholder ac-

countability but without using academic language. They described the same mecha-

nisms trough deal dynamics, LP pressure, and reputational consequences. This re-

quired a continuous translation throughout the research process by interpreting practi-

tioner observations through a theoretical lens while ensuring that the analytical cate-

gories remained grounded in the realities they described. The most challenging mo-

ment was the ESG backlash theme. From an academic perspective, the cyclical depri-

oritization of ESG shows a tension with the external stakeholder pressure that stake-

holder theory predicts should drive ESG adoption. From a practitioner perspective, it 

is simply how markets work. Holding both perspectives simultaneously was essential 

to gain findings that are both theoretically coherent and practically credible. 
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6. Conclusion 
The study examined how sustainability can be more systematically integrated as a 

decision criterion in M&A activities and what barriers, opportunities, and solutions 

shape this process in practice. 

 The findings provide a clear answer to the research question. Sustainability is 

broadly recognized as strategically relevant in M&A, yet its systematic integration re-

mains limited by a combination of structural, cultural, and market-driven barriers. The 

most significant barriers are the lack of standardized and audited ESG data, organiza-

tional silos between deal teams and sustainability functions, insufficient ESG literacy 

among M&A practitioners, and the cyclical deprioritization of ESG in economically chal-

lenging market conditions. At the same time, concrete opportunities exist. ESG DD 

functions as an early warning system for physical, transitional, and social risks; regu-

latory frameworks such as CSRD and CSDDD create structural incentives for integra-

tion; and investor and stakeholder pressure is gradually reshaping the conditions under 

which transactions are financed and evaluated. A clear pattern emerged that existing 

literature does not adequately capture. Poor ESG performance creates measurable 

disadvantages in deal valuation, while strong ESG credentials generate little to no pric-

ing premium. This reveals a fundamental asymmetry between ESG as a downside risk 

factor and ESG as a value driver.  

This study further contributes to the field of Sustainable Entrepreneurship by 

demonstrating that sustainability does not end at organizational boundaries but contin-

ues or fails at the moment of ownership change, making M&A a critical and underex-

plored context for sustainability integration. 

For practitioners, the most important implication is to move beyond a compliance-

first understanding of ESG. On the buy side, ESG criteria should be integrated system-

atically into deal strategy and valuation through ESG-weighted risk models and sce-

nario-based financial modeling. For M&A advisors, ESG DD should not be treated as 

an isolated workstream but embedded into Financial and Commercial DD, with findings 

translated into financial scenarios and carried through into post-merger integration 

planning. For regulators, binding reporting standards and minimum governance re-

quirements for ESG integration in M&A would reduce the data asymmetry that currently 

prevents deal teams from incorporating ESG findings into valuation decisions. Across 

all stakeholder groups, leadership commitment remains a precondition. Without C-level 
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support, ESG will continue to be treated as an exterior activity rather than a strategic 

input into deal-making. 

Future research should build on these findings in several directions. Quantitative 

studies could test the identified barriers and solutions at scale across different deal 

types, geographies, and industry sectors. Long-term research tracking ESG integration 

practices over time would capture how the rapidly evolving regulatory landscape 

shapes organizational readiness. Comparative studies examining differences between 

strategic buyers and PE investors could explain how holding periods and exit orienta-

tions affect ESG decision-making. More broadly, the field of sustainable M&A would 

benefit from interdisciplinary research combining financial, legal, organizational, and 

governance perspectives moving beyond the fragmentation across disciplines. 

The barriers identified in this study are existent, but they are not undefeatable. The 

central finding, that poor ESG performance creates measurable downside risk while 

strong ESG credentials generate little pricing premium, point to a market that does not 

see ESG as a value driver. Closing that gap needs better data, clearer and practical 

regulation, organizational commitment, and professional literacy. As those conditions 

mature, sustainability has the potential to become what financial performance already 

is. A non-negotiable criterion in every M&A decision.  
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8. Appendices 

8.1. Operationalization Table 
Factor Conceptual Definition Expected Observation Data Source 
Sustainability Due Dil-

igence Practices 

Systematic process of 

identifying, assessing, 

and evaluating ESG risks, 

impacts, and opportuni-

ties in target companies 

during acquisition (Af-

sharipour, 2024; Serra, 
2025) 

o Specific ESG assess-

ment methodologies, 

tools, or checklists used 

in target screening and 

due diligence 

o Formal ESG criteria 

Interviews with 

M&A and strat-

egy profession-

als 

ESG Measurement 

Framework Chal-

lenges 

Comparability and con-

sistency across different 

ESG measurement sys-

tems and resulting obsta-

cles (Michelon et al., 

2024; Dunfjäll, 2025) 

o Specific measurement 

inconsistencies across 

frameworks 

o Difficulties comparing 

target company ESG 

scores 

o Challenges in integrat-
ing double materiality 

requirements 

o Solutions for improving 

comparability 

Interviews with 

Sustainability 

and M&A profes-

sionals 

Stakeholder Pressure 

& Investor Require-

ments 

External demands from 

investors, capital provid-

ers, and other stakehold-

ers that influence ESG in-

tegration in M&A deci-
sion-making (Freeman & 

McVea, 2001) 

o References to LP re-

quirements 

o ESG-linked financial 

conditions 

Interviews with 

Sustainability 

and M&A profes-

sionals 

Organizational ESG 

literacy & Capability 

The degree to which or-

ganizations possess the 

internal knowledge, skills, 

and cultural readiness to 

operationalize ESG crite-

ria in strategic decisions 
(Scott, 2014) 

o Description of 

knowledge gaps 

o Communication barriers 

o Capability building 

measures 

Interviews with 

Sustainability 

and M&A profes-

sionals 
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Regulatory Frame-

works Compliance 

The extend to which regu-

latory requirements such 

as CSRD and CSDDD 

drive or constrain ESG in-

tegration in M&A pro-
cesses (European Union, 

2022; European Union, 

2024) 

o References to regula-

tory pressure as driver 

or barrier 

o Compliance burdens 

Interviews with 

Sustainability 

and M&A profes-

sionals 

ESG integration into 

M&A Processes 

The degree to which ESG 

criteria are systematically 

embedded in deal strat-

egy, due diligence, valua-

tion, and post-merger in-
tegration (Mondal et al., 

2025; Beretta et al., 2025) 

o Description of ESG be-

ing treated as a compli-

ance exercise versus in-

tegrated process com-

ponent 

Interviews with 

Sustainability 

and M&A profes-

sionals 
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8.2. Interview Guidelines 

Interview Guideline Sustainability 
Introduction: 

• Briefly introduce the research topic: sustainability considerations in M&A. 
o This research examines how sustainability considerations are integrated into mergers 

and acquisitions. The goal is to understand barriers, drivers, and opportunities for us-

ing sustainability as a decision criterion in M&A processes. 

• Explain purpose of the interview and confidentiality. 

• Ask permission for recording. 

Background Information: 
• Could you briefly describe your role and responsibilities related to sustainability? 

• Do you have any work-related connection to M&A? 

Barriers for Sustainability as a Decision Criterion in M&A 
• From your experience, what main obstacles prevent sustainability from being considered in 

major business decisions like acquisitions? 

• Do you see any difficulties arise when assessing the sustainability performance of a com-
pany? 

o How might regulatory complexity or inconsistent ESG reporting standards contribute 

to these obstacles? 

• Do you see potential organizational barriers between sustainability teams and deal teams? 

Drivers for Sustainability as a Decision Criterion in M&A 
• What current trends or external pressures encourage companies to focus more on sustainabil-

ity when making strategic decisions? 

• From your view, do ESG ratings or sustainability audits create incentives for companies to em-

bed ESG more deeply even in M&A contexts? 

• Imagine your company wants to buy another company. You are part of the decision-making as 

an expert for sustainability. What kind of information or data would you expect to receive to 

make a decision or recommendation? 

Opportunities for Sustainability as a Decision Criterion in M&A 
• What value can sustainability bring to a merger or acquisition (e.g., risk reduction, innovation, 

long-term growth)? 

• How might strong ESG performance affect the attractiveness or valuation of companies during 

acquisitions? 

• Could sustainability be used to identify synergies beyond financial metrics — such as cultural 
fit or operational resilience? 

• In your view, how can due diligence evolve to better capture sustainability-related risks and 

opportunities? 
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Reflections and Recommendations 
• What practical steps can companies take to overcome barriers and make sustainability a 

standard criterion in strategic deals? 

• How could ESG experts and M&A professionals better collaborate? 

• Looking ahead, what skills or frameworks will be critical for integrating sustainability more ef-

fectively into M&A decisions? 

Closing 
• Is there anything we did not discuss that you believe is important for understanding sustaina-

bility in M&A? 
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Interview Guideline M&A 
Introduction: 

• Briefly introduce the research topic: sustainability considerations in M&A. 

o This research examines how sustainability considerations are integrated into mergers 

and acquisitions. The goal is to understand barriers, drivers, and opportunities for us-

ing sustainability as a decision criterion in M&A processes. 

• Explain purpose of the interview and confidentiality. 

• Ask permission for recording. 

Background Information:  
• Could you briefly describe your current role and responsibilities in the M&A process? 

• At which stages of the M&A process are you most involved? 

• Does your organization have a formal ESG strategy? 

• What types of deals do you typically work on (industry, deal size, cross-border vs domestic)? 

Barriers for sustainability as a criterion in M&A: 
• To what extent and how frequently is sustainability currently considered in M&A decision-mak-

ing in your organization? 

• What challenges do you encounter when incorporating sustainability factors into M&A transac-
tions? 

• How difficult is it to assess the sustainability performance of a target company? 

• Are there internal constraints (resources, expertise, processes) that limit ESG integration in 

M&A? 

• How do multiple ESG reporting frameworks affect the comparability of target companies? 

Drivers for sustainability as a criterion in M&A: 
• What factors motivate companies to incorporate sustainability considerations in M&A? 

• How do regulatory developments influence sustainability assessments during deals? 

• Have you seen an increase in sustainability considerations in deals in recent years? 

o Why do you think there is an increase/decrease? 

• How do investors or boards influence the importance of ESG during acquisitions? 

Opportunities for sustainability as a criterion in M&A: 
• In your experience, how can sustainability create value in M&A transactions? 

• Can sustainability considerations influence valuation or deal premiums? 

• Have you seen cases where sustainability influenced deal outcomes? 

• How could sustainability be better integrated into due diligence or valuation models? 
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Reflections and Recommendations: 
• What would help organizations better integrate sustainability into the M&A process? 

• How could sustainability due diligence be improved? 

• Do you have any recommendations for companies that want to integrate sustainability more 

effectively into their dealmaking? 

Closing: 
• Is there anything we have not discussed that you think is important regarding sustainability in 

M&A? 


