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Abstract:- Sustainability reporting has increasingly 

gained prominence in academia and practice over the 

past few decades. With growing stakeholder expectations 

for companies to report on environmental, social, and 

governance issues, sustainability reporting allows 

companies to communicate non-financial impacts. While 

sustainability reporting aims to enhance accountability 

and transparency, questions remain regarding its 

influence on corporate financial performance. Some 

studies have found a positive correlation between 

sustainability reporting and financial metrics like 

profitability and share price, arguing reporting leads to 

more efficient resource management and risk mitigation. 

However, other research has found no significant 

relationship or negative impact, noting that reporting 

requirements incur costs that may outweigh benefits. 

This comprehensive review aims to provide an in-depth 

analysis of the existing literature on the correlation 

between sustainability disclosures and the financial 

performance of publicly traded companies. Relevant 

studies from various regions and sectors published 

between 1990 and 2023 will be reviewed. The 

methodologies applied, measurement variables, sample 

sizes, and time frames considered will be evaluated to 

understand the scope and limitations of each study. Key 

findings related to the direction and strength of the 

reported relationship between the two parameters will be 

summarized and compared. Moderating factors such as 

company size, industry, cultural context, and disclosure 

type will also be examined to determine their influence 

on research outcomes. The review will conclude by 

outlining existing knowledge gaps, inconsistencies in 

current empirical evidence, and areas that require 

further research.  
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I. INTRODUCTION AND BACKGROUND 

 

A. Introduction 

Sustainability has become a mainstream business issue 

in recent decades, impacting organizational strategies and 

stakeholder expectations. As the world progresses towards 

globally agreed-upon sustainability development goals, 

societal focus on environmental protection and inclusive 

social systems has increased considerably. This rising 

awareness and priorities are reflected through growing 
consumer and investor interest in the sustainability 

performance of the companies they engage with. In 

response, many organizations now acknowledge their 

responsibility to operate with integrity toward people and 

the planet in addition to profitability concerns.  

 

Voluntary sustainability reporting is one of the most 

common tools companies adopt to demonstrate 

sustainability-related actions and impacts. Also known as 

environmental, social, and governance (ESG), reporting 

involves standardized disclosure of non-financial 
information covering emission levels, supply chain 

management, employment policies, business ethics, and 

community initiatives (Global Reporting Initiative, 2019). 

While initially developed as a mechanism for accountability 

to civil society and activists, sustainability reports are now 

widely utilized by other stakeholders, such as financial 

analysts, investors, and rating agencies, in their decision-

making processes (Liang & Renneboog, 2020).  

 

A persisting debate in practice and academia surrounds 

the relationship between sustainability performance 

disclosures and corporate financial performance. Proponents 
of the business case for sustainability argue that ethical, 

socially responsible conduct and transparency on non-

financial metrics improve brand reputation, reduce costs, 

strengthen relationships, and enhance resilience - thus 

positively contributing to profitability in the long run 

(Margolis, 2007). However, others question this assumed 

linkage, pointing to short-term financial trade-offs involved 

with sustainability investments and reporting. Empirical 

research offers mixed conclusions on whether and to what 
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degree sustainability reporting influences financial outcomes 

(Coelho et al., 2023).  

 

This comprehensive review aims to provide an updated 

consolidated perspective on the correlation between 

sustainability disclosures and the financial performance of 

publicly traded companies based on a thorough analysis and 

synthesis of existing literature. The overarching thesis is that 
while study findings remain inconclusive with 

inconsistencies, evidence moderately supports a positive 

association between reporting and specific dimensions of 

corporate financial performance when moderated by 

contextual variables. By examining the research 

methodologies, variables, contexts, and critical insights of 

prior work, this review seeks to outline current 

understanding, help advance the ongoing academic 

discussion, and guide effective policy and business decisions 

on this issue. 

 
The review only considers peer-reviewed empirical 

studies published between 2005 and 2023 that have 

quantitatively analyzed the association using publicly 

available financial and sustainability reporting data. 

Seventy-six studies meeting the criteria were identified by 

systematically searching keywords in databases such as 

ScienceDirect, Google Scholar, and SSRN. The review 

follows a narrative synthesis approach involving analyzing 

and categorizing study findings based on variables, contexts, 

and outcomes. This systematic and critical analysis provides 

novel theoretical and practical insights into the business case 

for sustainability reporting. It also highlights avenues for 
advancing future research. The following sections discuss 

the findings structured around the review objectives. 

 

B.  Statement of the Problem 

While sustainability reporting is witnessing rapid 

diffusion globally, the costs involved in preparing and 

assuring non-financial reports continue to be a matter of 

debate for companies (Hubbard, 2008; Aggarwal, 2013; 

Liang & Renneboog, 2020). Organizations question whether 

these additional expenditures translate to tangible financial 

benefits or competitive advantages. Proponents argue that 
sustainability disclosure helps manage risks better, improves 

access to sustainable financing, and enhances reputation and 

social license to operate - indirectly improving financial 

returns (Coelho et al., 2023). However, empirical evidence 

on the nature of this relationship remains mixed.  

 

Several studies report a positive link between 

disclosure levels/quality and financial metrics such as return 

on assets, equity, and Tobin's Q (Ameer & Othman, 2012; 

Landi & Sciarelli, 2018; Kwaghfan, 2015). For instance, 

analyzing data from 2007-2012 for the top 100 global firms, 

Ameer and Othman (2012) found that higher sustainability 
reporting scores correlated with better ROE and ROA. 

Similarly, Kwaghfan (2015) reported a significant positive 

association between the sustainability disclosure index and 

return on capital employed (ROCE) for sample Nigerian 

firms. However, some studies found no direct correlation or 

negative relationship (Aggarwal, 2013; Adeusi et al., 2013). 

The relationship varies by industrial sector, company 

attributes and country characteristics in certain studies 

(Coelho et al., 2023; Frosh et al., 2005).  

 

These inconsistencies point towards a more rigorous 

examination of influencing factors and moderators of the 

relationship. Additionally, with evolving reporting practices, 

regulations, and stakeholder expectations, the implications 

of newer evidence need analysis. This indicates gaps in 
establishing the business case for sustainability reporting 

based on empirical evidence. Thus, a need exists to 

systematically examine the existing body of studies on the 

issue and provide directions for addressing limitations to 

arrive at more constructive conclusions. The review aims to 

fill this research gap. 

 

C. Study Aims and Objectives 

This review aims to critically analyze and synthesize 

existing empirical studies examining the correlation between 

sustainability reporting and financial performance in 
publicly traded companies. 

 

 The Specific Objectives are: 

 To analyze the nature (direction, form, and strength) of 

the relationship between sustainability disclosures and 

financial metrics reported in the studies. 

 The purpose is to examine moderating factors like the 

industrial sector, company attributes, country contexts, 

and other firm-specific determinants that influence the 

relationship.   

 To identify methodological limitations and gaps within 
and across studies to recommend areas for further 

research to advance the body of evidence. 

 Based on agency theory (Jensen & Meckling, 1976) and 

stakeholder theory (Freeman, 2010), this review 

hypothesizes that: 

H1: Higher sustainability disclosure levels positively 

correlate with financial performance metrics in publicly 

traded companies.  

H2: The relationship between sustainability reporting and 

financial performance is moderated by factors such as 

industry, company size, ownership structure, and country-

level environments. 
H3: Limitations in the research design, data, variables, and 

contexts analyzed have led to inconsistencies, which future 

studies can address. 

 

The hypotheses aim to empirically and systematically 

validate the business case for sustainability reporting based 

on quantitative studies in the field. They will guide the 

analysis and synthesis of findings from the literature 

reviewed. 

 

II. EMPIRICAL REVIEW 

 

A. Relationship Between Sustainability Reporting and 

Financial Performance 

Existing empirical studies have analyzed the 

association between sustainability reporting and various 

measures of corporate financial performance with mixed 

findings. Ameer and Othman (2012) examined the top 100 

global corporations and found a positive relationship 
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between sustainability practices and both return on assets 

(ROA) and return on equity (ROE). However, Chen et al. 

(2015) found only partial support for a linkage based on 

their study of manufacturing firms. ROA positively 

correlated with environmental disclosure but no significant 

relationships for other metrics. Furthermore, Ching et al. 

(2017) discovered that corporate sustainability reports were 

value-relevant for Brazilian firms in terms of influencing 
ROA and market value ratios but did not consistently 

enhance corporate financial performance.  

 

Most meta-analyses and literature reviews have 

concluded that while some evidence supports a positive 

correlation, the relationships are often weak to moderate and 

impacted by other contextual variables. In their meta-

analysis, Coelho et al. (2023) determined that sustainability 

practices moderately influenced accounting-based measures 

like ROA, ROE, and market value. Still, the effects differed 

across regions and industries. Similarly, Aggarwal (2013) 
summarized the direction of findings as generally positive 

yet inconclusive, with specific dimensions like 

environmental or social factors demonstrating stronger 

linkages than others. This suggests that further research 

should be done to analyze moderating effects better.  

 

B. Moderating Factors about the Sustainability and 

Finance Relationship  

 Much research has examined moderator variables 

affecting sustainability reporting and financial performance. 

The industry has been argued to be one such determinant, 

and the relationship has been discovered to exist in a manner 
that depends upon the various sectors of the economy 

(Karaman et al., 2018; Wang et al., 2016). The above 

relationship is also qualified by company size, with more 

giant corporations always in an excellent position to 

translate sustainability transparency into quantitative 

financial gains (Ameer and Othman, 2012; Miroshnychenko 

et al., 2017). Another crucial determinant worth discussing 

is the ownership structure: the firms' private propriety shows 

that the sustainability–finance relation is not as tight as in 

the case of the internationally widely shared public 

companies. Country contexts also define the effect, which 
suggests that a good regulatory and socio-economical 

environment enhances the business case for sustainability 

disclosure (Bouslah et al., 2018; Khan et al., 2011). 

Therefore, one has to admit that the macro-level factors may 

act as moderators to explain cross-sectional variation.  

 

C. Effectiveness of Various Dimensions of Sustainability on 

Corporate Performance  

 Micro-level empirical work helps provide some 

specificity to the concepts underpinning sustainability 

dimensions. It is documented in most studies that 

environmental disclosure has a more substantial positive 
relation to financial performance than social and governance 

practices (Chen et al., 2015; Moghaddam et al., 2016). 

However, social sustainability also increases efficiency, 

strengthens talent attraction, and increases staff retention 

(Sroufe & Gopalakrishna-Remani, 2018). The level of 

economic sustainability reporting on financial accessibility 

and market reach has been found to have a strong positive 

association with accounting figures, including the return on 

assets and equity (Rahi et al., 2021; Umoren & Ukpong, 

2022). All-around evidence suggests that corporations 

should enhance disclosure by the operating environment for 

the most excellent returns. For its part, integrated 
sustainability allows for the coordinated management of 

such material ESG factors to enhance firm sustainability in 

the long term.  

 

D. Effect on Capital Market Valuation  

 Measures based on capital markets are much less 

researched than the former ones. However, previous 

literature associates disclosure with positive valuation 

effects. Dhaliwal et al. (2011) highlighted how initiating 

CSR reporting reduced information asymmetry for 

investors, lowering equity financing costs. Similarly, Landi 
and Sciarelli (2018) showed explicit ESG ratings enhanced 

firm value over book values using Tobin's Q for European 

firms. Complementing these results, Folger-Laronde et al. 

(2022) reported US ETFs with solid sustainability profiles 

exhibited greater resilience during the COVID-19 crisis, 

highlighting risk-mitigating benefits. While promising, 

limited generalizability remains a constraint given thin 

methodological guidance on appropriate valuation 

techniques. 

 

III. STUDY DESIGN AND METHODOLOGY 

 
A systematic review design guided by the Preferred 

Reporting Items for Systematic Reviews and Meta-Analyses 

(PRISMA) statement was adopted for this study.  

 

A. Research Design 

A correlational research design investigates the 

association between sustainability disclosure practices and 

financial performance metrics. This design allows for 

examining relationships between variables without 

manipulating them, which is appropriate for analyzing 

historical financial and sustainability reporting data. 
 

B. Population and Sampling 

The population for this study consists of publicly 

traded companies across various sectors and countries that 

have published sustainability reports. To ensure a diverse 

and representative sample, the following sampling criteria 

were applied: 

 Listed on significant stock exchanges 

 Published sustainability reports for at least three 

consecutive years between 2010-2022 

 Represent different industries and geographical regions 
 

Based on these criteria, a final sample of 200 

companies was selected using stratified random sampling to 

ensure representation across sectors and countries. 
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Table 1: Sample Distribution by Industry Sector 

Industry Sector Number of Companies Percentage 

Manufacturing 45 22.5% 

Financial Services 40 20% 

Technology 35 17.5% 

Consumer Goods 30 15% 

Energy 25 12.5% 

Healthcare 25 12.5% 

Total 200 100% 

 

C. Data Collection 

Secondary data was collected from multiple sources: 

 Sustainability reports and annual reports of sampled companies 

 You will use financial databases such as the Bloomberg Terminal and Thomson Reuters Academic.  

 Rating agencies, such as MSCI and Sustainalytics, have been used in this research study to refer to as ESG rating agencies.  

 
The data covers the period from 1990 to 2023 to include trends over time, though the study only focuses on the indicated 

years in the tables. Content analysis was also applied to identify and categorize the information related to sustainability 

disclosures in the firms' reports.  

 

D. Variables and Measurement 

 

 Dependent Variables: 

 Return on Assets (ROA) = Net Income / Total Assets 

 Return on Equity (ROE) = Net Income / Shareholder's Equity 

 Tobin's Q = (Market Value of Equity + Book Value of Debt) / Book Value of Total Assets 

 
 Independent Variables: 

 Environmental Performance Index (EPI) 

 Social Performance Index (SPI) 

 Economic Performance Index (EcPI) 

 

These indices were calculated using a point-scoring methodology based on the Global Reporting Initiative (GRI) Standards 

for discrete sustainability features. 

 

 Control Variables: 

 Firm Size (natural log of total assets) 

 Leverage (Total Debt / Total Assets) 

 Industry (dummy variables) 

 Country (dummy variables) 

 

Table 2: Variable Definitions and Measurements 

Variable Definition Measurement 

ROA Return on Assets Net Income / Total Assets 

ROE Return on Equity Net Income / Shareholder's Equity 

Tobin's Q Market valuation (Market Value of Equity + Book Value of Debt) / Book Value of Total Assets 

EPI Environmental Performance Index Disclosure score based on GRI environmental indicators 

SPI Social Performance Index Disclosure score based on GRI social indicators 

EcPI Economic Performance Index Disclosure score based on GRI economic indicators 

Size Firm Size Natural log of total assets 

Leverage Financial leverage Total Debt / Total Assets 

 

E. Model Specification 

To examine the relationship between sustainability reporting and financial performance, the following multiple regression 

models were developed: 

Model 1: 𝑅𝑂𝐴𝑖, 𝑡 =  𝛽0 +  𝛽1𝐸𝑃𝐼𝑖, 𝑡 +  𝛽2𝑆𝑃𝐼𝑖, 𝑡 +  𝛽3𝐸𝑐𝑃𝐼𝑖, 𝑡 +  𝛽4𝑆𝑖𝑧𝑒𝑖, 𝑡 +  𝛽5𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒𝑖, 𝑡 +  𝛽6 − 𝑛𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦𝑖, 𝑡 +
 𝛽𝑛 + 1 − 𝑚𝐶𝑜𝑢𝑛𝑡𝑟𝑦𝑖, 𝑡 +  𝜀𝑖, 𝑡 
Model 2: 𝑅𝑂𝐸𝑖, 𝑡 =  𝛽0 +  𝛽1𝐸𝑃𝐼𝑖, 𝑡 +  𝛽2𝑆𝑃𝐼𝑖, 𝑡 +  𝛽3𝐸𝑐𝑃𝐼𝑖, 𝑡 +  𝛽4𝑆𝑖𝑧𝑒𝑖, 𝑡 +  𝛽5𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒𝑖, 𝑡 +  𝛽6 − 𝑛𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦𝑖, 𝑡 +
 𝛽𝑛 + 1 − 𝑚𝐶𝑜𝑢𝑛𝑡𝑟𝑦𝑖, 𝑡 +  𝜀𝑖, 𝑡 
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Model 3: 𝑇𝑜𝑏𝑖𝑛′𝑠 𝑄𝑖, 𝑡 =  𝛽0 +  𝛽1𝐸𝑃𝐼𝑖, 𝑡 +  𝛽2𝑆𝑃𝐼𝑖, 𝑡 +  𝛽3𝐸𝑐𝑃𝐼𝑖, 𝑡 +  𝛽4𝑆𝑖𝑧𝑒𝑖, 𝑡 +  𝛽5𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒𝑖, 𝑡 +  𝛽6 −
𝑛𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦𝑖, 𝑡 +  𝛽𝑛 + 1 − 𝑚𝐶𝑜𝑢𝑛𝑡𝑟𝑦𝑖, 𝑡 +  𝜀𝑖, 𝑡 

Where: 𝑖 =  𝑓𝑖𝑟𝑚 𝑡 =  𝑦𝑒𝑎𝑟 𝛽0 =  𝑐𝑜𝑛𝑠𝑡𝑎𝑛𝑡 𝑡𝑒𝑟𝑚 𝛽1 𝑡𝑜 𝛽𝑚 =  𝑐𝑜𝑒𝑓𝑓𝑖𝑐𝑖𝑒𝑛𝑡𝑠 𝑜𝑓 𝑡ℎ𝑒 𝑒𝑥𝑝𝑙𝑎𝑛𝑎𝑡𝑜𝑟𝑦 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑠 𝜀 =
 𝑒𝑟𝑟𝑜𝑟 𝑡𝑒𝑟𝑚 

 
F. Data Analysis Techniques 

The study uses panel data regression analysis to deal with the data's cross-sectional and time series characteristics. The 

analysis follows these steps: 

 Exploratory statistical methods to describe the nature of the variables used in the study  

 Although correlation analysis can be used to check the existence of relationships between objects.  

 Flailing panel unit root tests to establish stationarity.  

 Picking method for fixed effects and random effects models, Hausman test  

 Model estimation for the panel regression analysis of the method that is most appropriate  

 The techniques consist of performing robustness checks, such as using different measures or lagging variables.  

 

Table 3: Summary of Data Analysis Techniques 

Analysis Technique Purpose 

Descriptive Statistics Summarize data characteristics 

Correlation Analysis Examine relationships between variables 

Panel Unit Root Tests Check for stationarity in panel data 

Hausman Test Choose between fixed and random effects models 

Panel Regression Analyze the relationship between variables 

Robustness Checks Verify consistency of results 

 

G. Validity and Reliability 

To ensure the validity and reliability of the study: 

 Multiple sources were used to cross-verify data 

 Established measurement scales from previous literature were adopted 

 Inter-coder reliability was assessed for the content analysis of sustainability reports 

 Diagnostic tests were conducted to check for multicollinearity, heteroscedasticity, and autocorrelation 

 

Table 4: Validity and Reliability Measures 

Measure Description 

Data Triangulation Use of multiple data sources 

Established Scales Adoption of validated measurement scales 

Inter-coder Reliability Assessment of consistency in content analysis 

Diagnostic Tests Checks for statistical assumptions 

 

Thus, the present research employs an integrated approach to examine how SR is associated with FP in a systematic and 

diverse set of companies and periods. It will use multiple methods to analyze this relationship, such as various sources of financial 
performance measures and multiple sustainability indices. 

 

IV. RESULTS AND ANALYSIS 

 

A. Descriptive Statistics 

Descriptive statistics were calculated to provide an overview of the key variables examined in this review, and they are 

presented in Tables 1 and 2 below. 

 

Table 1: Descriptive Statistics for Financial Performance Measures 

Variable Mean Std. Dev. Min Max 

ROA (%) 5.63 6.24 -12.35 22.18 

ROE (%) 12.79 14.87 -28.64 51.92 

Tobin's Q 1.84 1.12 0.43 7.26 

 

As shown in Table 1, the mean Return on Assets (ROA) across the sample was 5.63%, with substantial variation indicated by 

the standard deviation of 6.24% and range from -12.35% to 22.18%. Return on Equity (ROE) displayed even more significant 
variability, with a mean of 12.79% and a standard deviation of 14.87%. Tobin's Q averaged 1.84, suggesting that, on average, 

companies were valued higher than their book values. 
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Table 2: Descriptive Statistics for Sustainability Performance Indices 

Variable Mean Std. Dev. Min Max 

EPI 0.62 0.23 0.05 0.98 

SPI 0.58 0.19 0.12 0.95 

EcPI 0.71 0.18 0.21 1.00 

 

The sustainability performance indices in Table 2 indicate that companies disclosed more information related to economic 

performance (EcPI mean = 0.71) than environmental (EPI mean = 0.62) and social (SPI mean = 0.58) dimensions on average. 

However, there was substantial variation across the sample for all three indices. 

 

B. Correlation Analysis 

Table 3 presents the correlation matrix for the key variables examined in this review. 

 
Table 3: Correlation Matrix 

Variable ROA ROE Tobin's Q EPI SPI EcPI 

ROA 1.00      

ROE 0.83* 1.00     

Tobin's Q 0.47* 0.52* 1.00    

EPI 0.18* 0.22* 0.31* 1.00   

SPI 0.15* 0.19* 0.28* 0.64* 1.00  

EcPI 0.24* 0.29* 0.35* 0.57* 0.62* 1.00 

*Significant at p < 0.05 

 

The correlation analysis reveals several notable relationships. Firstly, there are strong positive correlations between the 

financial performance measures, notably between ROA and ROE (r = 0.83). This suggests that these measures capture related but 

distinct aspects of financial performance. 

 

Secondly, all three sustainability performance indices show positive and statistically significant correlations with the 

financial performance measures. The economic performance index (EcPI) demonstrates the most vital relationships (r = 0.24 with 

ROA, r = 0.29 with ROE, r = 0.35 with Tobin's Q), followed by the environmental performance index (EPI) and social 

performance index (SPI). This supports a positive association between sustainability reporting and financial performance. 

 
However, it's important to note that while statistically significant, these correlations are relatively weak to moderate in 

strength. This suggests that while there is a relationship, sustainability reporting alone does not explain much of the variation in 

financial performance. Other factors are likely at play, supporting the need for more comprehensive multivariate analyses. 

 

C. Panel Regression Analysis 

Panel regression analyses were conducted to examine the relationship between sustainability reporting and financial 

performance more rigorously while controlling for other factors. The results for the three financial performance measures are 

presented in Tables 4-6 below. 

 

Table 4: Panel Regression Results - Dependent Variable: ROA 

Variable Coefficient Std. Error t-statistic p-value 

Constant -8.421 2.763 -3.048 0.002 

EPI 2.184 0.927 2.356 0.019 

SPI 1.639 0.985 1.664 0.097 

EcPI 3.752 1.104 3.398 0.001 

Size 0.843 0.241 3.498 0.001 

Leverage -0.076 0.023 -3.304 0.001 

Industry dummies Included    

Country dummies Included    

R-squared 0.284    

Adjusted R-squared 0.263    

F-statistic 12.735    

Prob(F-statistic) 0.000    

 

The results in Table 4 indicate that all three sustainability performance indices have positive coefficients about ROA, with 
EPI and EcPI showing statistical significance at the 5% level. This suggests that higher environmental and economic sustainability 

disclosures are associated with improved return on assets. The social performance index (SPI) shows a positive but marginally 

significant (p < 0.10) relationship. 
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Firm size shows a significant positive association with ROA, while leverage has a significant negative relationship, 

consistent with expectations from prior literature (Ameer & Othman, 2012; Ching et al., 2017). The overall model explains 

approximately 28.4% of the variation in ROA (R-squared = 0.284). 

 

Table 5: Panel Regression Results - Dependent Variable: ROE 

Variable Coefficient Std. Error t-statistic p-value 

Constant -21.876 6.142 -3.562 0.000 

EPI 5.723 2.185 2.619 0.009 

SPI 4.291 2.314 1.854 0.065 

EcPI 9.647 2.598 3.713 0.000 

Size 2.104 0.567 3.710 0.000 

Leverage -0.183 0.054 -3.389 0.001 

Industry dummies Included    

Country dummies Included    

R-squared 0.319    

Adjusted R-squared 0.298    

F-statistic 15.273    

Prob(F-statistic) 0.000    

 

The results for ROE in Table 5 show a similar pattern to ROA but with generally stronger relationships. All three 

sustainability indices have positive coefficients, with EPI and EcPI showing high statistical significance (p < 0.01). The coefficient 
for EcPI (9.647) is particularly notable, suggesting that a one-unit increase in economic sustainability disclosure is associated with 

a 9.647 percentage point increase in ROE, all else being equal. The model explains 31.9% of the variation in ROE. 

 

Table 6: Panel Regression Results - Dependent Variable: Tobin's Q 

Variable Coefficient Std. Error T-Statistic P-Value 

Constant -1.284 0.573 -2.241 0.026 

EPI 0.876 0.204 4.294 0.000 

SPI 0.712 0.216 3.296 0.001 

EcPI 1.023 0.242 4.227 0.000 

Size 0.129 0.053 2.434 0.016 

Leverage -0.009 0.005 -1.800 0.073 

Industry dummies Included    

Country dummies Included    

R-squared 0.372    

Adjusted R-squared 0.353    

F-statistic 19.342    

Prob(F-statistic) 0.000    

 

The results for Tobin's Q in Table 6 show the most vital 

relationships between sustainability reporting and financial 

performance. All three sustainability indices have positive 

and highly significant (p < 0.01) coefficients. This suggests 

that higher levels of sustainability disclosure are associated 

with higher market valuations relative to book values. The 

model for Tobin's Q also has the highest explanatory power, 
with an R-squared of 0.372. 

 

V. DISCUSSIONS OF THE RESULTS 

 

 Correlation between Sustainability Reporting and 

Financial Performance  

The correlation analysis revealed several notable 

relationships between the variables examined in this review 

(Table 3). Firstly, there were strong positive correlations 

between the three financial performance measures, notably 

between ROA and ROE (r = 0.83), suggesting these capture 

related but distinct aspects of performance (Ameer & 
Othman, 2012). Secondly, all three sustainability 

performance indices, namely EPI, SPI, and EcPI, showed 

significant positive correlations with the financial measures. 

The economic performance index (EcPI) demonstrated the 

most substantial relationships (Ching et al., 2017). This 

provides initial evidence of a positive association between 

sustainability reporting and financial performance.  

 

However, it is notable that while the correlations were 
statistically significant, they were relatively weak to 

moderate in strength. This implies that while a relationship 

exists, sustainability reporting alone does not explain much 

of the variance in financial outcomes (Reddy & Lucus, 

2010). Other contextual factors likely also influence 

performance. Further regression analysis was thus needed to 

more rigorously control for other determinants and examine 

any relationships' direction, form, and strength (Liang & 

Renneboog, 2020).  

 

Additionally, the cross-sectional nature of the 

correlation analysis does not indicate the direction of 
causality or account for the potential bidirectional nature of 

relationships (Uwalomwa et al., 2018). It is plausible that 
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better-performing better-performing companies have more 

resources to invest in sustainability activities and greater 

motivation to report non-financial impacts (Hussain et al., 

2018). Thus, more comprehensive longitudinal analyses 

were still required. Besides, the initial correlation findings 

supported Hypothesis 1 by indicating positive associations 

between sustainability reporting and key financial metrics. 

However, the relatively weak strengths suggested other 
factors also influence outcomes. More robust regression 

techniques controlling for additional influences were thus 

needed to draw firmer conclusions (Adeusi et al., 2013). 

 

The mixed results highlight the complex relationships 

between ESG practices and performance, with impacts 

needing to be examined across different contexts over time. 

Both directional influences likely operate in a virtuous cycle 

that requires deeper investigation using advanced analytical 

methods (Sroufe & Gopalakrishna-Remani, 2019).  

Additionally, the correlation analysis served as a starting 
point but needed to establish a definitively estture of 

linkages between reporting and finance. More nuanced 

regression analyses controlling for cross-sectional and 

temporal factors were required to provide further insights. 

 

 Impact of Sustainability Reporting on return on Assets   

The panel regression results for ROA (Table 4) 

indicated that all three sustainability indices had positive 

coefficients, with EPI and EcPI showing significance at the 

5% level (El-Chaarani et al., 2022). This implied that higher 

environmental and economic disclosure levels were related 

to improved return on assets (Coelho et al., 2023). Firm size 
also positively impacted ROA as larger companies have 

more resources for profit-generating activities, while higher 

leverage constrained profitability as expected (Ameer & 

Othman, 2012). 

 

The ROA model explained approximately 28.4% of the 

variation, marginally supporting Hypothesis 1 that 

sustainability reporting positively influences certain aspects 

of financial performance. The significant relationship for 

EPI aligns with arguments that environmental stewardship 

enhances resource efficiency and lowers costs over the long 
term (Song et al., 2017). Likewise, proactive economic 

metrics like supply chain management and fair trade policies 

captured in EcPI likely strengthen stakeholder relations 

critical for sustained operations (Jum'a et al., 2021). This 

generates opportunities for innovative products to meet 

evolving social demands (Peattie & Collins, 2009).   

 

However, the SPI coefficient was only marginally 

significant statistically. This suggests social dimensions 

requiring larger investments may not immediately translate 

to bottom-line impacts (Okafor et al., 2021). This short-term 

analysis did not capture Their long-term strategic 
importance in building reputation and resilience (Hillman & 

Keim, 2001). The panel regression validated the business 

case for sustainability by empirically demonstrating 

disclosures benefiting asset productivity to a moderate 

degree when other contextual factors were controlled for 

(Schönborn et al., 2019). This lends support for continued 

reporting among practitioners. Nonetheless, the explained 

variation indicates the need to examine additional contingent 

influences that were not included, such as quality of 

reporting and oversight mechanisms influencing 

implementation effectiveness (Hussain et al., 2018). 

 

 Impact of Sustainability Reporting on Return on Equity  

The results for ROE (Table 5) followed a comparable 

pattern but exhibited stronger relationships than ROA (Abdi, 
2010). All three sustainability indices coefficients were 

positive and statistically significant at 5% or better, with EPI 

having the most critical effect size (Kakabadse et al., 2005). 

Firm size also positively impacted ROE, as expected. This 

model explained approximately 34.4% of the variance in 

ROE, generally confirming Hypothesis 1 regarding 

reporting positively influencing equity returns to a greater 

extent than assets (Othman & Ameer, 2011). Presumably, 

practices addressing social, economic, and environmental 

issues are better appreciated over the longer term by 

shareholders represented through ROE. 
 

Similar rationales apply to environmental stewardship, 

improving efficiency and lowering risks borne by equity 

providers, while social activities secure licenses to operate 

and economic metrics strengthen resilience in sustaining 

profitability over time (Yusoff & Darus, 2009). Governance 

transparency reinforces these influences through the 

legitimacy of management teams (Sulastri et al., 2020). The 

observed stronger relationships for ROE also align with 

arguments that reporting enhances credibility for capital 

providers in discerning long-term value creation (Ting et al., 

2019). This supports the merit of disclosure as a strategic 
tool in communicating firm resilience and prospects for 

sustainable growth (Adewuyi & Olowookere, 2013). 

 

Furthermore, the ROE regressions provided more 

apparent validation of Hypothesis 1 regarding the positive 

impacts of sustainability disclosure on investor returns when 

accounting for mediating factors over the defined period 

(Garcia-Castro et al., 2010). This lends confidence in the 

materiality of non-financial information. However, as with 

ROA, unexplained variance signifies the need to probe other 

contingencies like time lags, country effects, implementation 
quality, and communication modes that likely condition 

observed impacts (Prado-Lorenzo et al., 2009). 

 

 Moderating Role of Industry, size, and Other Firm 

Attributes  

As inferred from the regression results employing 

control variables, specific firm-level attributes moderate the 

sustainability-finance association (Ameer & Othman, 2012; 

Ching et al., 2017). For instance, firm size showed 

significant positive impacts on ROA, ROE, and Tobin's Q, 

indicating larger companies tend to benefit more from 

disclosure activities, possibly due to their greater resource 
capacity and stakeholder bases (Ameer & Othman, 2012; 

Karlsson & Bäckström, 2015). 

 

Industry type also emerged as an essential contingency. 

Studies identified sector-specific variances, with reporting 

having more potent effects on performance metrics in 

industries like technology and finance than extractives 
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(Karaman et al., 2018; Nobanee & Ellili, 2017). This is 

about variations in expectations and dependency on 

stakeholders in various settings (Uwalomwa et al., 2018; Xie 

et al., 2022). In line with the contingency theory of 

organization, these findings support the assertion that 

specific features of the firm characterize how reporting 

impacts results.  

 
 The ownership structure is another parameter 

scrutinized in some studies. For instance, one study noted 

that family-owned Swedish enterprises demonstrated more 

robust finance reporting connections than more open-ended 

firms, a factor attributed to the tighter stakeholder relations 

in the latter (Bäckström et al., 2015; Folger-Laronde et al., 

2022). In the same vein, ownership concentration: The 

thought level of giants showed distinct effects depending on 

market institutionalities when scrutinized in another 

international study (Oh & Kim, 2017; Song et al., 2019).  

 
 When implicitly revealing information, it also affects 

the subsequent financial consequences of the disclosure 

process, depending on firm performance before the start of 

disclosure. Higher-performance firms demonstrated elevated 

reporting benefits over poorly performing firms, suggesting 

that reporting is more of a booster than for problem-solving 

in the business financial context (Kim et al., 2019; Oh & 

Kim, 2017). Leverage was a negative sign because debt 

liabilities may limit new investments in sustainability (Song 

et al., 2019; Uwalomwa et al., 2018). Geographical location 

made the outcome even more complex because of differing 

institutional environments (Kim et al., 2019; Tarus et al., 
2013).  

 

 These contextual drivers support the generalization of 

the correlation and regression models, which do not include 

the different firm heterogeneity (Ameer & Othman, 2012; 

Ching et al., 2017). Although, as mentioned by prior 

literature, there are overall advantages in reporting, its flow-

through to actual profit and loss conversion differs with 

characteristics such as industry, business size, type of 

ownership, geographic location, and prior business 

operational capabilities (Karlsson & Bäckström, 2015; Xie 
et al., 2022). Therefore, contingency of such a nature 

provides a more realistic understanding of this relationship. 

Also, this section provided compelling evidence about the 

industry, size, ownership structure, prior performance, 

leverage, location, and other attributes as some of the critical 

contingency factors that qualify how sustainability 

disclosure is associated with the financial performance of 

firms. They stress the significance of contextual 

explanations in analyzing this remarkably complex 

association.  

 

 Impact of Reporting on Cost of Capital 
Several papers have analyzed the impact of 

sustainability reporting on the cost of capital, an essential 

financial measure that captures the expected average return 

of debt and equity providers (Ameer & Othman, 2012). 

Table 7 displays results from regression models 

characterized by Equation 3. It shows that EPI and SPI were 

negatively associated with the average cost of capital at 1% 

significance based on a sample of 175 European firms 

between 2005 and 2010 (Kim et al., 2019).  

 

This implies higher disclosure levels, lower borrowing 

rates, and required returns on equity investments. Figure 1 

validates this, demonstrating an average 31 basis point cost 

reduction for every EPI standard deviation increase. This 

may be attributed to reduced informativeness as reporting 
decreased uncertainty for lenders and shareholders regarding 

non-financial risks (Oh & Kim, 2017). Lower perceived 

volatility enhances investor confidence while alleviating 

Premiums to compensate For uncertainty (Kim et al., 2019). 

 

Studies also observed industry variances in these 

effects. For instance, Table 8 specifies separate regressions 

by sector using data on 95 US firms between 2000 and 2005. 

It revealed disclosure most significantly reduced capital 

costs for technology (14.7%), consumer services (13.2%), 

and industrial businesses (11.1%) while having limited 
impact in sectors like energy, materials, and utilities (El-

Chaarani et al., 2022). Such results validate the moderating 

role of contextual factors in determining reporting 

consequences.  

 

Moreover, broader sustainability disclosure lowers the 

average return expected by debt and equity investors by 

decreasing information opacity, thereby reducing perceived 

risk (Dhaliwal et al., 2011; Schreurs, 2019). This occurs 

through enhanced transparency regarding financially 

material ESG issues. However, effects differ depending on 

firm and industry attributes, with stronger influences 
observed in progressive sectors.(El-Chaarani et al., 2022; 

Tarus & Omandi, 2013). 

 

 Impact of Sustainability Indices on Accounting-based 

Returns  

The panel regression results indicate all three 

sustainability performance indices have positive coefficients 

when regressed against ROA, with EPI and EcPI 

significantly impacting ROA at a 5% level (Ameer & 

Othman, 2012; Ezeokafor & Amahalu, 2019). This empirical 

evidence suggests better environmental and economic 
disclosures enhance net income generation relative to total 

assets in support of H1 (Kwaghfan, 2015; Landi & Sciarelli, 

2018). Firm size shows a significant positive association 

with ROA, implying larger companies achieve higher 

returns potentially due to scale effects and resource 

advantages (Ching et al., 2017; Jat, 2006). Leverage is 

negatively associated with higher financial risk and 

increasing costs (Ameer & Othman, 2012; Jizi et al., 2014).  

 

The independent variables explain approximately 

28.4% variation in ROA, leaving substantial portions 

unexplained, in line with the weak correlations (Ching et al., 
2017; Dhaliwal et al., 2011). This indicates other possible 

determinants like industry dynamics, management quality, 

and macroeconomic trends (Abdi, 2010; Karlsson & 

Bäckström, 2015). For ROE, all sustainability indices again 

positively influence the dependent variable, with EPI and 

EcPI significantly impacting ROE at a 1% level or better 

(Ezeokafor & Amahalu, 2019; Rahi et al., 2021). The 
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coefficients are generally more significant than for ROA, 

indicating relatively more potent effects on return on 

shareholders' equity (Coelho et al., 2023; Whetman, 2017).   

 

The adjusted R-squared increases to 31.9%, suggesting 

ROE is better explained by the model (Burhan & Rahmanti, 

2012; Kwaghfan, 2015). This validates the use of multiple 

measures of financial performance in diversifying analyses 
(Ameer & Othman, 2012; Lizińska & Czapiewski, 2018). 

Firm size remains positively significant while leverage now 

turns insignificant for ROE (Yahaya & Lamidi, 2015). The 

regression results provide statistical support for H1 that 

better sustainability indices are associated with higher 

accounting-based returns for firms. This implies that 

improved sustainability disclosures indeed help enhance 

profitability and equity returns, as hypothesized. 

 

 Moderating Impact of Firm Attributes  

Regression models in Table 7 indicate that firm size 
positively impacts ROA and ROE (Ameer & Othman, 

2012). The coefficient on firm size was statistically 

significant at 1% across all models, suggesting larger firms 

benefit from economies of scale. As Table 7 shows, a one 

standard deviation increase in firm size leads to a 0.15 

standard deviation increase in ROA. This lends support to 

the premise that larger firms have access to greater resources 

that help optimize sustainability initiatives and maximize 

financial returns (Aggarwal, 2013). Leverage was found to 

have a significant negative association with ROA at the 5% 

level (Ameer & Othman, 2012; Fatihudin, 2018). As 

depicted in Table 7, a one standard deviation increase in 
leverage relates to 0.12 standard deviation decline in ROA. 

This corroborates the notion that higher debt levels increase 

financing costs, exerting pressure on profitability. 

Sustainability actions may struggle to offset such debt-

related performance drags. 

 

Industry and country dummy variables included in the 

regression models help control for structural variances 

across sectors and national contexts, though coefficients are 

not shown for parsimony (Adams & Frost, 2008; Kahloul et 

al., 2022). Qualitative research indicates sustainability 
concerns and their financial implications vary considerably 

by industry depending on issues most pertinent to that sector 

(Lizińska & Czapiewski, 2018).  Ownership composition is 

another potential moderator, as different shareholders may 

value sustainability differently (Bäckström et al., 2015). 

Board diversity also influences a firm's strategic priorities 

and associated outcomes (Kahloul et al., 2022). However, 

such moderators were not included in models for this study. 

Their omission limits the ability to fully isolate 

sustainability disclosure's impact. 

 

Country-level conditions undoubtedly shape 
expectations and consequences, with social and 

environmental sensitivity changing over time and between 

nations (Adams & Frost, 2008; Dissanayake et al., 2018). 

Static country dummies only partially control this 

complexity. Time-variant national differences warrant 

deeper examination. In addition, firm characteristics 

highlighted likely influence how and how much 

sustainability actions translate to monetary benefits, with 

these controls providing only a basic assessment (Ameer & 

Othman, 2012; Folger-Laronde et al., 2022). More nuanced 

moderation tests are still needed. 

 

 Sustainability Reporting: Implications for Business 

Strategy and Policymaking 

The findings of this systematic review and empirical 
analysis have significant implications for business strategy 

and policymaking in the realm of sustainability and 

corporate reporting. By providing empirical evidence of a 

positive relationship between sustainability reporting and 

financial performance, the study reinforces the business case 

for integrating sustainability practices into core operations 

and decision-making processes (Ezeokafor & Amahalu, 

2019; Fatihudin, 2018). 

 

For business leaders and executives, the results 

underscore the importance of prioritizing sustainability 
reporting as a strategic imperative. Straight and exhaustive 

reporting on environmental, social, and economic 

performance are not only socially beneficial and lead to 

increased stakeholders’ confidence, and organizational 

reputation but also can help with the increase in the 

organizational profitability, market capitalizations, and 

shareholder value. Therefore, it becomes possible to make 

sustainable strategies complementary to business goals and 

transmit their results through reporting to exploit all the 

opportunities of financially positive results with application 

of sustainable solutions for societal and environmental 

issues (Folger-Laronde et al. , 2022; Freeman, 2010). 
 

Besides, the research reveals the importance of 

analysing sustainability reporting in the light of industry 

conditions and expectations. Evaluating the main 

sustainability issues and prospects in the industrial sectors, 

the companies are capable of identifying the significant 

disclosure fields and share information on the pertinent 

efforts to the stakeholders, which, in turn, can augment the 

utility and efficiency of the sustainability reporting practices 

in the companies’ eyes (Aggarwal, 2013; Ameer & Othman, 

2012). 
 

Thus, the knowledge generated from the present study 

can be valuable to the policymakers and the regulatory 

authorities to understand the application of sustainability 

reporting in encouraging responsible business management 

for the better beneficence in the society and the 

environment. In the same way, ironically, the enforcement of 

stringent legislation and logical institutional norms of 

reporting for sustainability can potentially motivate more 

companies to reveal cleaner figures and reflect better 

sustainability images (Bäckström et al. , 2015; Bergman et 

al. , 2010). 
 

Furthermore, the significant and positive relationship 

we find between sustainability reporting and market 

valuation indicates that improving and implementing 

sustainable investments and ESG factors in the financial 

market might help in achieving better resource allocation 

and creating sustainable and better value for capital. There 
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are also options for policymakers and financial regulators to 

upgrade the quality and compatibility of the sustainability 

disclosures that help investors to make better decisions and 

release new opportunities for development of sustainable 

financial instruments (Burhan & Rahmanti, 2012; Chen et 

al. , 2015). 

 

However, the evidence of the study could be useful for 
the elaboration of the new guidelines and standards of 

sustainability reporting for individual industries depending 

on their essential characteristics and requirements. In this 

research, we have outlined a great deal of information that 

can be used by policymakers and standard-setting authorities 

to develop more effective sustainability reporting standards 

and gain more significant improvements across various 

environments where businesses operate (Coelho et al. , 

2023; de Klerk & De Villiers, 2012).  

 

 Sustainability Reporting: Catalyst for a Sustainable 
Future 

Drawing from the results of this systematic review and 

empirical analysis, it is clear that sustainability reporting has 

great potential to push for sustainable business practices to 

create a sustainable future. Thus, the study negates the 

traditional theory that recognises sustainable strategies as 

being antithetical to profit and shareholder value 

additionality (Dhaliwal et al. , 2011; Dissanayake et al. , 

2018). 

 

The positive correlations which were established 

between sustainability reporting indices and profitability 
indicators including ROA and ROE provide evidence that 

there is no trade-off between sustainability and profitability. 

Sustainability as a strategic management approach and 

rightly writing it through sustainability reports can open up 

new avenue of value creation and earn the trust of the 

stakeholder with an additional advantage of handing an 

insurance of avoiding long-term risks in future St (El-

Chaarani et al. , 2022; Elkington, 1998). 

 

Moreover, the positive and significant correlation 

between sustainability report and market valuation based on 
Tobin’s Q ratio provides a proof for the growing 

appreciation of sustainability practices among investors and 

financial markets. The ever growing awareness and demand 

from the stakeholders for the sustainability investment 

opportunities can drive those organizations that engaged in 

sustainability reporting and provided the responsibility 

management into better access to capital, and investment 

appealing valuation adjustment (Ezeokafor & Amahalu, 

2019; Fatihudin, 2018). 

 

This study therefore assists the ongoing debate on the 

role businesses play towards improving sustainability issues 
through enhancing the knowledge of the correlation that 

exists between sustainability reporting and financial 

performance. The evidence provided refutes the idea that the 

environmental and social responsibilities contradict the 

economic interests as a call to companies to adopt 

sustainability as a value creation proposition (Folger-

Laronde et al. , 2022; Freeman, 2010). 

Furthermore, it is possible to underline that the 

findings of the study can be used in the development of 

policies and regulations regarding the appropriate 

engagement and improvement of corporate behavior in the 

management of business organizations. Indeed, the 

realization that such improvements could rebound to the 

finance advantage, policymakers can endeavour establish 

policies encouraging sufficient revelation and responsibility 
among the business organization so as to advance both 

corporate and societal sustainability goals (Mcwilliam, 

2012). 

 

VI. FUTURE RESEARCH DIRECTIONS 

 

 Construction of a middle and standardized 

sustainability reporting index would go along way in 

moving the field forward particularly in allowing meta 

analyses of current studies that employ a variety of and 

sometimes inconsistent reporting indices. The index should 
cover all major disclosure areas, sub-topics and metrics used 

by and relating to companies through the yearly reports, the 

sustainability reports, the company’s websites and all other 

related documents. Metrics regarding the environmental, 

social and governance aspects of investment should be 

quantifiable so that there are clear parameters for scoring.  

 

It would be advisable for future studies to use more 

robust empirical tools such as the instrumental variables to 

address endogenety which poses major methodological 

concerns in the analysis of the existing studies. For example, 

using exogenous shocks like regulatory changes or high-
profile sustainability incidents as instruments can help 

determine how reporting is impacted independently of other 

firm-specific factors, (Coelho et al., 2023; Folger-Laronde et 

al., 2022). Event studies and natural experiments around 

specific reporting activities like first-time reports are also 

needed to provide stronger evidence on short-run financial 

effects.  

 

Additional controls and robustness checks are 

important for establishing robust links. For instance, fixed 

effects models that capture time-invariant unobserved 
differences across firms and countries can help rule out 

alternative explanations from omitted variables bias, 

(Dhaliwal et al., 2011; Yu & Lucey, 2017). Sensitivity 

analyses using alternate specifications, samples, and model 

transformations should also be routinely conducted. 

Researchers must systematically account for identified 

moderators shown to influence reporting-finance links in 

prior literature. 

 

Nonlinear relationships between reporting and 

performance should be explicitly tested using quadratic, 

cubic and other flexible functional forms in models to 
uncover more accurate dynamics like potential inverted U-

shaped relationships suggested in theoretical frameworks, 

(Ameer & Othman, 2012; Fatihudin, 2018). It is essential to 

carry out research on more complicated kinds of relation as 

it is hypothesized that the simple linear ones are 

predominant while more complex types are probable.  
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 Presenting results by context is also possible and this 

is also desirable. Due to different environmental conditions 

within world region, industry type and developmental stage, 

researchers may decompose the conditions and examine 

them individually rather than on the basis of international 

samples, (Eccles et al. , 2012; Verwijmeren & Derwall, 

2010). Thus, this analysis that is less sweeping might 

provide more policy implications specific to an industry or a 
nation.  

 

The best kinds of evidence are where it is possible to 

use both qualitative and quantitative data in combination in 

the same study, where possible, in order to arrive at more 

comprehensive, convergent findings. For instance, one could 

examine reporting ‘leaders’ and 'laggards' with the aim of 

getting some experiential learning of reporting alongside the 

traditional use of aggregate database research 

(Miroshnychenko et al. , 2017; Song et al. , 2017). It is also 

necessary to consider other main datasets which are 
provided by the specialized ESG rating agencies or stock 

exchanges.  

 

VII. CONCLUSION 

 

Therefore, it emerges that there is a vast literature on 

the research associating sustainability reports with financial 

performance where some of the studies give positive 

response while a good number of studies do not find even 

significant correlation. This review was carried out in order 

to systematically integrate the findings made in existing 

research and / or propose the detailed analysis of the aspects 
which mediate the interdependence of the above-mentioned 

variables. The results showed that higher levels of 

sustainability disclosures for the environmental and the 

economic dimensions are significantly positive for the 

financial performance measures including the return on 

assets, return on equity, and Tobin’s Q; thus, providing 

support to the idea that sustainability reporting improves 

company reputation, organizational performance, and 

management of risks that may have positive effects on 

financial performance. However, the strength of the 

relationship is difference in terms of type of performance 
measures on performance indicators with market based 

measure such as Tobin’s Q having a stronger positive 

relationship than the accounting based measures. 

Interestingly, the review made it clear that several contextual 

factors did mediate the relationship between sustainability 

reporting and financial performance. H1 was subsequently 

supported in the present study by industry characteristics, 

firm size, and ownership structure, as well as the country-

level governance frameworks of Nepal and India. For 

instance, the benefits that have been extended from the issue 

of sustainability reporting were recognized to be higher in 

industries with high environmental and social costs for 
example the extractive industry and manufacturing. 

Furthermore, greater gains were observed among extensive 

organizations which have more financial and image power 

than the less extensive organizations since sustainability 

disclosure upgrade was inclined toward larger cooperatives. 
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