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Abstract

The growing significance of sustainability reporting, as one of the most recent
and pivotal trends in the transformation of corporate reporting, has led to a
substantial increase in research within this field. Hence, this study, conducts a
systematic review of research examining the effectof sustainab@ty reporting
on financial performance. The final sample comprises, 95,articles indéxed in
Scopus and Web of Science databases, covering the peried\from 2013 to the
end of June 2025. The PRISMA checklist was employedto developithe review
protocol. The findings indicate that 70% of the studies report a positive impact
of sustainability reporting, on“ROA, 64% demonstrate a jpositive effect on
ROE, and 72% show . positive sinfluence, on market-based performance
metrics (such as Tobin's Q and the market-to-book value ratio). These results
suggest a relative consensus ‘tegarding the positive impact of sustainability
reporting on corporate pégformance. YAdditionally, the findings reveal that
contextual factors and moderating variables, such as the level of economic
development, corporate govgrhance, ESG investors, GRI standards, and
transparencyylevels ean influ%hce this relationship. Furthermore, the study
highlights that'different‘components of ESG disclosures may have varying
impacts on cekporategeerformance, although research outcomes in this regard
are highly diverse. Collectively, the reviewed studies suggest that
sustainability reporting is not merely a regulatory requirement but a strategic
asset for enhancing) financial performance, underscoring the need for
companies to develop long-term strategies for implementing sustainability
reporting.
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1. Introduction

In recent decades, corporate performance has been defined as a measure of a
firm's effectiveness in utilizing limited resources to create value. In the context
of value creation, companies strive to achieve sufficient returns while meeting
the expectations of interested stakeholders (Brundtland, 1987). In the current
era, investors increasingly consider not only financial reports but also non-
financial disclosures to better inform their investment decisions. Sustainability
reporting, which enhances transparency, enables investors to make more
informed and positive investment choices (Leins, 2020). “Environmental,
social, and governance (ESG) issues and sustaipability are'elosely intertwined
concepts that have garnered significant attention ih recent yeaks due to the
need to address global challenges and promote responsibleypusiness practices.
Sustainability reporting is defined as a set of activities undertaken by
organizations to provide evidenge of the integration of Social and
environmental considerations into corperate operations ang interactions with
stakeholders. The conceptyof ‘Sustainability reporting emerged in the early
1980s with the advent ofienvirenmeéntal reporting (Aifuwa, 2020).

The academic literature suggests that engaging in corporate social
responsibility (CSR)® activities, nat only enhances relationships with
stakeholders angd,the broader,community butialso differentiates companies in
competitive marketSyfostering trdst and maximizing value (Ameer & Othman,
2012; Vam, Linh et al. \20229, In recent years, sustainability reporting has
garnered sigmificant\attention as companies, investors, and consumers
increasingly priaritize sustainability. Sustainability is defined as meeting
present needsWwitholifieompromising the ability of future generations to meet
their own needs. As companies strive to maintain their market position amid
evolving landscapes;, it has become evident that a sole focus on financial
performance is no longer sufficient. Sustainability performance and disclosure
have become increasingly critical for achieving competitive success (Hahn &
Kihnen, 2013).

A substantial body of research has explored the relationship between
sustainability and corporate performance, yielding varied results ranging from
positive to insignificant or negative outcomes (Rodgers et al., 2019). The
literature on the relationship between sustainability reporting and corporate
financial performance has produced conflicting findings, with prior studies
indicating that results are so diverse that definitive conclusions remain elusive
(Nguyen et al., 2025). Given these considerations, the challenges associated
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with sustainability and corporate performance have attracted growing
attention from researchers and practitioners, leading to a significant increase
in related publications. Several studies have sought to synthesize this
extensive literature, employing bibliometric analysis and systematic reviews
to gain a comprehensive understanding of the field, identify knowledge gaps,
explore new ideas, and position their contributions. While bibliometric
analyses and systematic reviews on sustainability and its reporting have
proliferated, few studies have specifically focused on the relationship between
sustainability and corporate performance.
A review of the literature reveals that systematic reviews of the,relationship
between sustainability reporting and performance haveseceived limited
attention. Recent studies have primarily focusedyon bibliometrﬁanalyses to
identify trends and key patterns in this field, ‘withebit' providing a
comprehensive synthesis or analysis of the key findings of‘relevantresearch.
Given the increasing importance of sustainability reporting as one of the latest
transformative trends in carporate feporting, \this study undertakes a
systematic review of researeh examining thejimpact of sustainability reporting
on financial performance:
2. Methodology
This research is classified-as applied and exploratory in terms of its objectives
and aligns with gthe interpretive paradigm and qualitative research
methodalogy. Consistent\with tf% research objectives, a systematic review
method was,employed for data collection, and an inductive content analysis
approach was tised foryanalyzing the selected studies. The latest version of the
PRISMA checklist,(2020) was utilized to develop the review protocol. The
search for articles,was conducted in two reputable academic databases, Scopus
and Web of Science, The research period was set from 2013 to the end of June
2025. To enhance (the sensitivity and comprehensiveness of the search,
equivalent and related keywords for the two main terms, "sustainability
reporting™ and "corporate financial performance,” were used, along with the
Boolean operator "OR." The search was limited to English-language journal
articles that had undergone a rigorous peer-review process. The retrieved
articles were imported into Zotero software based on the search protocol and
subjected to multiple screening stages. Initially, duplicate articles from both
databases were removed. Subsequently, articles relevant to the research topic
and objectives were selected based on their titles. In the next stage, articles
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were screened based on their abstracts. Finally, after a full-text review, 95
studies were retained for analysis.

3. Results

The systematic review of the studies indicates that a significant majority of
the examined research supports a positive relationship between sustainability
reporting and both operational performance metrics (return on assets and
return on equity) and market-based performance metrics (Tobin's Q and
market-to-book value ratio). Specifically, 70% of the studies demonstrate a
positive impact of sustainability reporting on return on assets, 64% indicate a
positive effect on return on equity, and 72% show a positive influence on
market-based performance indicators. These positive findings, align with
supporting theories, including signaling theery, legitimacy theory, and
stakeholder theory. According to signaling theory;market si naﬁthat reduce
information asymmetry assist investors in making info%ned decisions.
Sustainability reporting enables tompanies to sendwpasitive signals to the
market, reducing asymmetry and“potentially enhanCing value creation.
Furthermore, legitimacy theorygposits that,companies operate with the implicit
approval of society but musteontinually demonstratettheir legitimacy to avoid
losing public support. Companies may disclose additienal information to
maintain legitimacygWhichycan™lead to, higher firm value. Thus, firms
engaging in sustainabilityyreporting can sustain their legitimacy and enhance
value creation.“Sumilarly, stakeholder theory suggests that a company’s
existence, dependston its ability\to meet stakeholders’ needs. This theory
emphasizeSythat companies fust engage in corporate social responsibility
activities, beyond maximizing shareholder profits, to address the needs of non-
financial stakeholder&who can provide significant support. These findings
support the legitimacy, stakeholder, and signaling theories and underscore the
importance of pelicymakers encouraging or mandating sustainability
reporting disclosuresto enhance market transparency and efficiency.

4. Conclusion

Based on the confirmation of a positive impact of sustainability reporting on
financial performance, the reviewed studies offer recommendations for
policymakers and companies. Some studies suggest that sustainability
reporting can serve as a risk mitigation strategy in uncertain environments.
These studies advocate that sustainability reporting is not only a regulatory
requirement but also a strategic asset for improving financial performance.
Companies need to develop long-term strategies for implementing
sustainability reporting. Governments should enhance the current legal
framework to establish a robust foundation for implementing sustainability
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reporting. These studies strongly support the notion that corporate
sustainability disclosure is a strategic tool for increasing firm value and
competitive advantage. Another key implication of the reviewed research is
the importance of regulations in improving transparency and corporate
performance. According to some findings, adherence to the Global Reporting
Initiative (GRI) standards in sustainability disclosures contributes to increased
firm value, highlighting the importance of standardization and transparency in
sustainability reporting to build investor confidence. The integration of
reporting frameworks as a means to improve quality and create value has also

influence of environmental, social, and gowerpance
advocating that ESG considerations should be, integrate

; ncial
term I‘fits.
Ly
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