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Abstract

This study examines the impact of corporate sustainability practices on firm performance,
sustainable development, and value by focusing on ESG performance, sustainability com-
mittees, and sustainability reporting. While prior literature documents a general association
between ESG performance and firm value, limited attention has been paid to the role of
sustainability governance structures and their contribution to sustainable development out-
comes, particularly SDGs disclosure, in a multi-country setting. Sustainable development
is proxied by an SDGs disclosure index constructed using firm-level disclosures aligned
with the 17 Sustainable Development Goals based on LSEG (Refinitiv) ESG item-level
data. The analysis controls for firm size, leverage, profitability, industry-, and country-level
institutional factors to ensure robust results. Using panel data comprising 36,438 firm-year
observations from 6073 companies across OECD member countries from 2017 to 2022, this
study employs a fixed-effects model based on diagnostic tests, including the Hausman and
Breusch—Pagan tests. The findings revealed that higher ESG performance scores positively
influence both sustainable development outcomes and market value. Moreover, the pres-
ence of sustainability committees and broader sustainability reporting further strengthens
these relationships. These results highlight the importance of institutional sustainability
governance in translating ESG commitments into measurable firm values and SDG-related
outcomes. This study provides novel empirical evidence on how sustainability-focused
governance mechanisms enhance corporate contributions to sustainable development,
offering important implications for managers and policymakers as well as directions for
future research.

Keywords: sustainable development goals; OECD; environmental; social and governance;
sustainability

1. Introduction

Sustainable development is a major concern for governments, regulators, and corpora-
tions, as nations hasten the achievement of the United Nations Sustainable Development
Goals (SDGs). Over the past few years, investors and policymakers worldwide have
focused on the importance of corporate sustainability practices in the formation of so-
cial and environmental impacts, particularly in developed economies where regulation

Sustainability 2026, 18, 2474

https:/ /doi.org/10.3390/su18052474


https://crossmark.crossref.org/dialog?doi=10.3390/su18052474&domain=pdf&date_stamp=2026-03-03
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://www.mdpi.com/journal/sustainability
https://www.mdpi.com
https://orcid.org/0000-0002-7071-5197
https://orcid.org/0009-0008-6463-1828
https://orcid.org/0000-0003-0693-3955
https://doi.org/10.3390/su18052474

Sustainability 2026, 18, 2474

20f27

principles and reporting policies are stricter than usual [1]. The environment in OECD coun-
tries promotes transparency, strong governance processes, and alignment with national
sustainability goals, and SDGs disclosure is an important part of responsible corporate
behavior [2,3]. Simultaneously, stakeholders are currently asking not only that compa-
nies realize sustainability practices but also how these practices contribute to the greater
SDGs agenda.

This change has been significant, and growth in environmental, social, and governance
(ESG) frameworks has been a factor. According to past studies, companies that perform better
in terms of ESG demonstrate a high degree of environmental responsibility, enhanced social
practices, and better governance structures, which contribute to a higher orientation toward
SDGs [4-6]. There is also evidence that plausible ESG engagement improves transparency and
promotes active reporting by firms on their way to global development [7,8]. Nevertheless,
some researchers have found that the correlation between ESG practices and SDGs results
tends to be unstable and varies with differences in regulatory frameworks, institutional
strengths, and national environments [9,10]. These ambivalent results point to the fact that
ESG mechanisms are not sufficient to account entirely for variations in SDGs disclosure, and
the question arises as to what internal governance arrangements can enable firms to transform
sustainability promises into valuable public reporting.

The sustainability committee is a governance structure that has received increasing
attention. A growing number of companies are implementing board-level committees
devoted to sustainability, in which ESG strategy, environmental risk management, social
initiatives, and stakeholder engagement responsibilities are involved. According to previ-
ous studies, such committees have the ability to enhance sustainability integration, improve
monitoring, and widen disclosure practices [11]. Likewise, sustainability reporting systems
contribute to a better level of transparency, organization of disclosure activities, and provide
the most reliable information on corporate sustainability. However, even following this
development, the overall impact of ESG performance, sustainability committees, and sus-
tainability reporting on SDGs disclosure has not been well studied, especially in developed
regulatory frameworks such as the OECD.

The importance of this gap is that OECD companies should show a positive example
of practices related to sustainability, but there is a lack of empirical data on why certain
companies reveal information about SDGs more often than others do. Overall, most of the
available literature concentrates on ESG-SDG linkages [7,12] or governance mechanisms
and voluntary reporting [13], but few studies combine these strands to explain the disclo-
sure behavior of SDGs. Furthermore, it has been noted that the majority of the literature
examines emerging markets or country-specific environments, and there is no evidence on
the cross-country context to support more sophisticated economies where institutional and
regulatory frameworks are more sophisticated.

This study makes several important theoretical and empirical contributions to the
literature on sustainability, corporate governance, and firm value. First, it extends the grow-
ing body of SDG-related research by providing one of the few large-scale, cross-country
empirical analyses of SDGs disclosure among OECD firms using an extensive panel dataset
obtained from LSEG Data and Analytics. By focusing on OECD countries, this study offers
insights into sustainability practices within advanced institutional and regulatory environ-
ments where stakeholder pressure and disclosure expectations are particularly pronounced.
Second, the study advances the existing literature by jointly examining ESG performance,
sustainability committees, and sustainability reporting within a single empirical frame-
work. Rather than treating sustainability governance mechanisms as auxiliary controls, this
study conceptualizes them as distinct institutional channels through which firms translate
ESG performance into structured SDGs disclosures. This integrated approach provides
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a more nuanced understanding of how internal governance arrangements shape firms’
engagement in global development priorities. Third, from a theoretical perspective, this
study contributes to stakeholder theory by demonstrating that firms respond to stake-
holder expectations not only through improved ESG performance, but also through the
formalization of governance structures and reporting practices that enhance accountability
and transparency. The findings show that sustainability committees and sustainability
reporting play an independent role in reinforcing firms’ responsiveness to societal demands,
thereby extending stakeholder theory beyond outcome-based explanations to governance-
based mechanisms. Fourth, the study enriches legitimacy theory by highlighting the role
of sustainability governance mechanisms in strengthening the credibility of SDGs dis-
closure. The results suggest that firms adopt sustainability committees and structured
reporting practices as legitimacy-enhancing tools that signal long-term commitment to
sustainable development, particularly in institutional contexts characterized by strong
regulatory scrutiny and stakeholder oversight. From a stakeholder theory perspective, our
findings suggest that firms do not rely solely on ESG outcomes to manage stakeholder
relationships; instead, formal governance arrangements serve as active coordination and
accountability mechanisms that translate stakeholder demands into structured disclosure
and strategic alignment with the SDGs. From a legitimacy theory standpoint, sustainability
committees and reporting frameworks operate as institutionalized responses to societal
expectations, signaling organizational commitment to global development goals beyond
what is captured by ESG scores alone. Finally, the study contributes to the literature on firm
value by providing new empirical evidence that ESG performance and sustainability gover-
nance mechanisms are associated with higher market valuation. These findings suggest
that sustainability integration is not merely symbolic, but can generate tangible economic
benefits by improving transparency, reducing information asymmetry, and strengthening
market confidence. Overall, this study deepens the understanding of how sustainability
performance, governance, and disclosure jointly shape societal outcomes and firm value in
mature economies.

The remainder of this paper is organized as follows. The second section outlines the
theoretical framework and draws on previous literature pertaining to ESG performance,
sustainability committees, sustainability reporting, and SDGs disclosure. This is followed
by a methodology that defines the sources of the data, samples, variables, and econometric
models. The results of the empirical, correlation, and regression findings are presented
in the next section. Finally, the implications of the research are discussed, along with the
limitations of the research and avenues for future research.

2. Literature Review
2.1. Impact of ESG Performance on SDGs

The literature generally suggests that strong ESG performance enhances firms’ contri-
butions to sustainable development; however, the strength, scope, and mechanisms of this
relationship remain contested across contexts. High ESG scores are commonly interpreted
as signals of responsible environmental practices, social investment, and sound governance
structures, which collectively support long-term societal well-being [1,4—-6]. Empirical
evidence indicates that firms with robust ESG performance tend to exhibit lower envi-
ronmental footprint, stronger social responsibility, and higher transparency, all of which
facilitate SDG-related outcomes [7,14]. Similar patterns have been documented in ASEAN
and other emerging economies, where ESG initiatives contribute to aligning firm-level
strategies with national SDGs agendas [15,16].

Despite this generally positive narrative, prior studies increasingly emphasize that
the ESG-SDGs nexus is neither uniform nor automatic. ESG frameworks are widely used
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to assess how firms integrate sustainability concerns into their strategies [17,18], yet their
capacity to capture substantive SDGs engagement varies significantly across institutional,
regulatory, and sectoral contexts. While some studies argue that effective ESG practices
stimulate innovation and strategic alignment with broader sustainability objectives, such
as the SDGs [19], others highlight misalignment between ESG ratings and SDGs disclosure,
suggesting that these metrics often reflect different dimensions of sustainability perfor-
mance [9,20]. This divergence raises concerns about whether conventional ESG indicators
adequately capture firms’ contributions to sustainable development.

Moreover, the ESG-SDGs relationship appears highly sensitive to country-specific
regulatory quality, institutional capacity, and economic structure. Isik et al. (2024) [10]
demonstrate that the correlation between ESG performance and SDGs outcomes fluctuates
substantially, depending on national governance systems and enforcement mechanisms.
Similarly, Soni (2023) [12] finds that, in several emerging economies, ESG performance
relates to SDGs primarily through environmental indicators, while social and governance
dimensions exhibit weaker or insignificant effects. These findings suggest that ESG com-
ponents may not contribute equally to SDGs achievement, and that aggregate ESG scores
may obscure important internal trade-offs.

The stakeholder theory provides a useful lens for understanding these mixed findings.
Firms operate within complex stakeholder networks that shape corporate behavior, dis-
closure practices, and sustainability priorities [3,21]. When firms respond to stakeholder
demands for transparency and ethical conduct, they enhance their legitimacy and trust,
which may encourage broader SDGs engagement [21,22]. However, stakeholder pressures
themselves vary across institutional environments, potentially explaining why ESG-driven
SDGs disclosure is more pronounced in some contexts than in others. Firms with strong
ESG performance may also possess superior internal resources and governance mecha-
nisms that enable more structured SDGs adoption and reporting [23], yet such capabilities
are unevenly distributed across firms and regions.

Recent empirical research, focusing specifically on ESG disclosure and SDGs reporting,
further supports this heterogeneity. Firms with higher ESG disclosure levels are generally
more inclined to report SDG-related information, reflecting greater preparedness and
commitment to sustainability agendas [8]. This tendency is particularly evident among
OECD firms operating under stronger regulatory scrutiny, advanced governance systems,
and more mature sustainability reporting frameworks [24,25]. The availability of high-
quality ESG data in OECD countries enhances the reliability of empirical assessments that
link ESG practices to SDGs outcomes.

Overall, while a substantial body of evidence supports a positive association between
ESG performance and SDGs achievement [6,7,12], the literature also reveals important
limitations and unresolved debates. Differences in measurement approaches, institutional
settings, and ESG component effectiveness suggest that ESG performance alone may be
an incomplete proxy for firms’ SDGs contributions [9]. Furthermore, firm-level SDGs
disclosure remains relatively underdeveloped compared with ESG reporting, with notable
variation across industries and regions ([26,27]). These gaps highlight the need for more
systematic cross-country investigations into how ESG performance translates into SDGs
disclosure within diverse institutional environments. Based on this discussion, we propose
the following hypothesis:

H1: ESG performance positively and significantly improves SDGs disclosure.
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2.2. Impact of the Sustainability Committee on SDGs

Prior research on sustainability governance emphasizes that formal board-level struc-
tures play a critical role in shaping the depth, credibility, and strategic orientation of
corporate sustainability reporting. Among these structures, the sustainability committee
has received increasing attention as a specialized governance mechanism designed to
oversee environmental, social, and governance issues and align corporate activities with
stakeholder expectations [28,29]. Unlike general board oversight, sustainability committees
provide a dedicated forum for monitoring sustainability performance, coordinating internal
processes, and facilitating dialogue between the firm and its stakeholders [11,29,30].

The literature suggests that the presence of a sustainability committee is associated
with more extensive and structured sustainability disclosure, as the committee enhances
internal control and signals a firm’s commitment to responsible and transparent behavior.
However, the relevance of sustainability committees becomes particularly pronounced in
the context of SDGs disclosure, which is inherently more complex than traditional non-
financial reporting. SDGs reporting requires firms not only to disclose environmental and
social performance but also to demonstrate how corporate actions contribute to globally
defined development objectives. This complexity increases the demand for formal gover-
nance mechanisms capable of integrating sustainability into strategic decision making and
ensuring consistency across reporting dimensions.

The effectiveness of sustainability committees is closely linked to their members’
expertise and competencies. Committee members often possess specialized knowledge
of sustainability, environmental management, or social issues, enabling them to embed
sustainability considerations into corporate strategies and operational processes [31]. Prior
studies indicate that such expertise enhances the committee’s ability to translate sustainabil-
ity principles into actionable policies and measurable outcomes [11,32]. With the growing
emphasis on SDGs, firms face heightened reporting expectations that require systematic
progress monitoring, evaluation of SDG-related initiatives, and transparent communication
with stakeholders. Sustainability committees are therefore well positioned to coordinate
SDG-related information flows and review disclosure quality before public reporting [33].

The empirical evidence further supports the role of sustainability committees in im-
proving sustainability performance and disclosure. Orazalin (2020) [34] documented a
positive association between board-level sustainability committees and firms’ environmen-
tal and social performance, suggesting that such committees function as strategic responses
to external pressures and stakeholder demands. From a resource-dependence perspective,
sustainability committees also serve as mechanisms through which firms access critical
knowledge, legitimacy, and resources that support sustainability initiatives [35]. These
findings align with earlier arguments that specialized committees allow directors to better
interpret stakeholder expectations and incorporate them into corporate strategies [36].

Legitimacy theory offers additional insights into why firms establish sustainability
committees and how these structures influence SDGs disclosure. Firms seek to align their
practices with societal values to maintain legitimacy, and the creation of a sustainability
committee represents a visible organizational commitment to this alignment [37]. According
to Patten (2020) [38], firms pursuing legitimacy are more likely to develop formal gover-
nance structures staffed with knowledgeable members to enhance their environmental and
social performance and improve their corporate image. Directors with environmental or
social expertise, who often serve sustainability committees, contribute to higher-quality
deliberations and a more consistent integration of sustainability objectives into corporate
reporting. Prior studies suggest that heterogeneity and expertise improve transparency
and reduce symbolic disclosure practices.
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Another strand of literature highlights the accountability functions of sustainability
committees. These committees contribute to monitoring sustainability initiatives, improv-
ing data credibility, and reducing the risk of greenwashing by strengthening the internal
oversight mechanisms. Enhanced accountability increases firms’ confidence in disclosing
detailed SDG-related information, particularly in environments characterized by strong
regulatory frameworks or heightened stakeholder scrutiny. The empirical evidence from
country-specific studies supports this argument. For example, research conducted in
Italy [39] and Australia [40] showed that the presence of sustainability committees is posi-
tively associated with SDGs disclosure. However, these findings are largely confined to
single-country settings, which limits their generalizability.

Overall, the literature indicates that sustainability committees play a central role in
institutionalizing sustainability governance, improving disclosure quality, and facilitating
the integration of SDGs into corporate reporting. Nevertheless, their effectiveness may
depend on committee characteristics such as independence, expertise, and level of engage-
ment. While the relationship between sustainability committees and general sustainability
reporting is relatively well established, empirical research that explicitly examines their
impact on SDGs disclosure remains limited, particularly in cross-country contexts. This
gap is especially evident in OECD economies where firms operate in diverse institutional
and regulatory environments. Addressing this limitation, this study investigates the role of
sustainability committees in shaping SDGs disclosure across OECD firms. Based on this
discussion, we propose the following hypothesis:

H2: Sustainability committees positively and significantly improve SDGs disclosure.

2.3. Impact of Sustainability Reporting on SDGs

In recent years, firms across jurisdictions have increasingly disclosed non-financial
information through standalone sustainability reports and integrated financial disclo-
sures [41]. This shift has been largely driven by regulatory pressures, stakeholder de-
mands, and broader national commitments to sustainable development [42,43]. While
sustainability-related information is now frequently embedded in annual reports, the liter-
ature suggests that standalone sustainability reporting carries a stronger signaling value
as it reflects a firm’s deliberate and visible commitment to sustainability and long-term
development objectives. Mahoney et al. (2013) [44] argue that separating non-financial
disclosures from financial reports enhances credibility by reducing the perception that such
information is merely symbolic or compliance-driven.

Corporate sustainability reporting has thus emerged as a primary channel through
which firms communicate their sustainability performance and broader contributions to
global development agendas, including the SDGs [45]. These reports enable investors and
stakeholders to assess firms’ exposure to sustainability-related risks and opportunities
as well as their strategic alignment with long-term societal goals. From a theoretical
perspective, legitimacy theory provides a strong explanation for reporting behavior. Firms
disclose sustainability information to demonstrate conformity with societal expectations
and maintain their social licenses to operate [46—49]. In this context, SDGs disclosure can
be viewed as an extension of legitimacy-seeking behavior, as firms increasingly align their
reporting narratives with internationally recognized development goals.

Sustainability reporting plays a particularly important role in facilitating SDGs disclo-
sure, because the SDGs framework requires firms to move beyond generic sustainability
statements and explicitly link corporate activities to specific development targets. Prior
studies suggest that well-developed sustainability reporting systems enhance firms’ ca-
pacity to incorporate SDG-related information in a structured and consistent manner [50].
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This process has been accelerated by global initiatives aimed at harmonizing sustainability
reporting and SDGs frameworks. Notably, the SDGs Compass, introduced by the United
Nations in 2016, established a formal link between the SDGs and the Global Reporting
Initiative standards, encouraging firms to integrate SDGs into their sustainability disclo-
sures [51,52]. Similarly, developments in integrated reporting have incentivized firms to
embed SDGs considerations within broader corporate reporting practices [53-55].

The literature also highlights that SDGs disclosure is associated with higher levels
of integrated thinking, enabling firms to align sustainability objectives with financial
and strategic decision making [56]. Sustainability and CSR reports remain the primary
platforms through which firms communicate SDG-related information, reflecting a growing
organizational focus on embedding sustainability within core business strategies [57].
Moreover, the credibility and depth of SDGs disclosures are enhanced when sustainability
reports are subject to external assurance. Garcia et al. (2022) [58] show that assured
sustainability reports are more likely to contain substantive SDG-related information,
particularly when the assurance quality is high.

Empirical evidence generally supports a positive relationship between sustainability
reporting and SDGs disclosures. For instance, Pizzi et al. (2021) [39] find that standalone
sustainability reporting is positively associated with SDGs disclosure in Italy, whereas
Bose et al. (2024) [8] document similar findings at the firm level. These studies suggest
that sustainability reporting provides the structural foundation necessary for firms to
systematically identify, measure, and communicate their contributions to SDGs. However,
the existing evidence is largely limited to single-country contexts, and little is known
about whether these relationships hold across countries with heterogeneous institutional,
regulatory, and reporting environments.

Despite the growing importance of SDGs in corporate reporting, multinational evi-
dence on the role of sustainability reporting in shaping SDGs disclosures remains scarce.
This limitation is particularly relevant in OECD countries, where firms operate under
diverse regulatory regimes but face increasing pressure to align corporate reporting with
global sustainability agendas. To address this gap, the present study examines whether the
adoption of standalone sustainability reporting enhances SDGs disclosure among OECD
firms. Based on the foregoing discussion, the following hypothesis is proposed.

H3: Sustainability reporting positively and significantly improves SDGs disclosure.

2.4. Impact of ESG on Firm Value

Studies on the relationship between ESG performance and firm value are based on
several theoretical views and an increasing number of empirical studies that find diverse,
but generally positive, impacts. The resource-based view and stakeholder theory claim that
good ESG results enable firms to establish customer trust, employee trust, supplier trust,
and government trust, reduce conflict and uncertainty, and produce intangible benefits
such as reputation, social capital, and human capital that aid in long-term value generation.
Signalling and legitimacy lenses enrich this by stating that visible ESG programs signal
quality and long-term orientation to the market, whereas agency and risk-management
perspectives suggest that ESG mitigates downside risk, regulatory risk, and cost of capital.
Altogether, these processes indicate that ESG actions can improve valuation in various ways.

In line with stakeholder theory, companies are supposed to be responsible not only for
stockholders, but also for employees, consumers, suppliers, policymakers, and communities
Meeting ESG requirements enhances the relationship between these groups and may result
in an increase in the value of the firm [59,60]. ESG programs also reduce the information
asymmetry between managers and outside investors [61,62]. Inadequate information can
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lead investors to overvalue a company [63], and experience demonstrates that investors are
becoming increasingly concerned about ethical and sustainability standards, rather than
focusing solely on financial performance [64,65]. This has led to robust and believable ESG
performance becoming an important driver of valuation.

Empirical evidence overwhelms the positive interaction between ESG performance
and firm value with variations in outcomes across situations [66]. Numerous studies have
reported positive relationships between ESG scores and various market-based indicators
including Tobin’s Q [67]. ESG performance is also recorded to decrease idiosyncratic risk
and reduce the cost of equity and debt, which helps increase the value of the firm [68].
Additional evidence from China also demonstrates that ESG disclosure boosts firm value
to a greater degree, with greater effects on non-state-owned firms, non-heavy-polluting
industries, and firms with greater transparency [69]. Nevertheless, other studies observe
weak or non-linear relationships, as ESG investments may be unsuccessful in yielding value
in the short term when initial extravagant costs are high or when differences in stakeholder
expectations and measurement models exist [70]. Although the evidence of a connection
between ESG and firm value is substantial, it is still context-dependent, and there is little
research on how this relationship will be conducted in larger groups of countries with
predominantly strong regulatory environments (e.g., OECD countries). Based on this, we
propose the following hypotheses:

H4: ESG performance Significantly and Positively Improves the Firm Value.

2.5. Impact of the Sustainability Committee on Firm Value

Having a sustainability committee on the board is an indication that a firm has gone a
step ahead to ensure that the sustainability aspect is incorporated in its strategic decision
making and reporting of such actions to stakeholders. These committees enhance the
governance framework by ensuring that the board pays specific attention to its environment
and social concerns by the board [32]. According to stakeholder-agency theory, ESG
disclosure made through sustainability committees aids in safeguarding the interests of
stakeholders and also provides a better understanding of managerial intents, decreasing
information asymmetry, and providing transparency.

According to Garcia-Sanchez et al. (2019) [28], sustainability committees advise boards
on social and ecological issues, facilitate sustainability-based strategies, and improve their
internal management systems. These committees enable organizations to be more respon-
sive to stakeholders’ expectations by enhancing sustainability planning and communication.
Burke et al. (2019) [71] also asserted that sustainability committees produce value by creat-
ing opportunities related to sustainability in addition to undertaking monitoring activities
to ensure that the current value is not eroded. In line with this, Chen et al. (2018) [72]
determined that cost savings can be attained, and even an increase in profitability, because
operational efficiency and resource management can be improved when the sustainability
committees of firms are active.

Recent empirical research has provided direct evidence of financial benefits. Orazalin
et al. (2024) [73] demonstrated that the existence of a board sustainability committee is
positively related to market value, indicating that capital markets view committees as a
sign of improved governance, risk management, and long-term orientation. Despite these
revelations, there is still sparse empirical evidence on the effect of sustainability committees
on the value of firms, particularly in a wider international environment. Based on this
discussion, we propose the following hypotheses:

H5: Sustainability Committee Significantly and Positively Improves the Firm’s Value.
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2.6. Impact of Sustainability Reporting on Firm Value

Studies on the relationship between sustainability reporting and firm value have
provided mixed results, although several studies have indicated a positive relationship.
The stakeholder theory offers the theoretical basis of this relationship by implying that
the generation of value by firms occurs because of their sustainable nature in interactions
with their stakeholders [74]. This finding is supported by empirical work. Several studies
indicate that increased sustainability or environmental reporting amplifies a firm’s per-
formance, because such reports contribute to establishing transparency, confidence, and
credibility in the long term. Chang (2015) [75] and Tan et al. (2017) [76] find a strong positive
association between environmental disclosure and firm performance and environmental
sustainability disclosure and performance outcomes, respectively. Tomsic et al. (2015) [77]
found that sustainability disclosures had a positive impact on firm performance in the
Slovenian context, whereas Elbardan et al. (2023) [78] discovered a positive relationship
between CSR reporting and firm value. Similarly, the evidence presented by Gupta and
Gupta (2020) [79] indicated the highly positive influence of environmental sustainability
on a firm’s performance.

Nevertheless, the outcomes are not always optimistic. According to some studies,
sustainability reporting can be costly or not be translated into an instant value. Cantele
and Zardini (2018) [80] find no relationship between sustainability disclosures and firm
performance. Friske et al. (2022) [81] demonstrated that there is a negative relationship
between sustainability reporting and Tobin’s Q, which means that a high Tobin’s Q is an
expensive early-stage marker. Their results also indicate that the correlation becomes in-
creasingly positive with time as companies become more skillful in conveying sustainability
plans, and investors become more proficient at decoding such reveals. Similarly, Shah et al.
(2025) [82] observed that mandatory disclosure of CSR is negatively related to firm value,
and Suhartini et al. (2024) [83] observed that sustainability reporting does not have any
direct relationship with firm value.

In general, a mixed picture can be offered throughout the literature, and it can be
argued that sustainability reporting can increase the value of firms, as stakeholders develop
greater confidence in the company and its long-term reputation. However, in other contexts,
short-term expenditure or a lack of tangible financial gains is plausible. Considering these
inconsistent and inconclusive results, we formulate a hypothesis based on the assumption
of a positive correlation between the sustainability reporting and firm value. Based on this
discussion, we propose the following hypotheses:

He6: Sustainability reporting significantly and positively improves the firm’s value.

Based on this theoretical discussion, we frame the conceptual framework of this study,
as shown in Figure 1.
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Figure 1. Conceptual framework of the study.

3. Research Methodology
3.1. Data and Sample

The proposed study relies on firm-level data retrieved from the London Stock Ex-
change Group (LSEG) Data and Analytics database, which offers a full account of the
sustainability indicators, financial traits, and reporting patterns of global listed companies.
The sample comprises 36,438 firm-years between 2017 and 2022, from 6073 companies in
OECD member countries. Given that the sample period (2017-2022) overlaps with major
global disruptions, most notably the COVID-19 pandemic, the empirical specification ex-
plicitly controlled for time-specific shocks. Year fixed effects were included in all regression
models to account for macroeconomic fluctuations, global crises, and other time-varying
factors that may simultaneously affect firms’ sustainability practices, disclosure behav-
ior, and market valuation. By absorbing common shocks across firms within each year,
this approach helps to isolate the effects of ESG performance, sustainability governance
mechanisms, and sustainability reporting on SDGs disclosure and firm value. In addition,
firm-fixed effects are employed to control for unobserved, time-invariant heterogeneity,
thereby reducing potential bias arising from structural differences across firms during the
pandemic period.

The sample consisted of Australia, Austria, Canada, Chile, Colombian, Costa Rican,
Czech, Danish, Estonian, Finnish, French, German, Greek, Hungarian, Iceland, Israeli, Ital-
ian, Japanese, the Republic of Korea, Latvian, Luxembourg, Mexico, Netherlands, Norway,
Poland, Slovenia, Spain, Sweden, artisans, Switzerland, Turkey, the United Kingdom, and
the United States. The empirical analysis is based on firm-level data obtained from LSEG
Data & Analytics (Refinitiv) for listed companies operating in OECD member countries
from 2017 to 2022. The initial dataset comprises 9733 firms, representing 68,131 firm-year
observations across 38 OECD countries. Firms were selected based on the availability of key
variables including ESG performance, sustainability governance mechanisms, sustainability
reporting, SDGs disclosure, and firm value.

Firms with substantial missing observations were excluded from the analysis to ensure
data completeness and consistency. After the screening process, 3660 firms and 31,693
firm-year observations were removed, resulting in a final sample of 6073 firms and 36,438
firm-year observations across 34 OECD countries. Four OECD countries (Ireland, Lithuania,
Portugal, and the Slovak Republic) are excluded because of insufficient firm-level data
coverage. Although this data-cleaning procedure may introduce potential survivorship
bias by retaining firms with more consistent disclosure practices, the use of firm-level
fixed effects helps mitigate this concern by controlling for unobserved time-invariant
firm characteristics.
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The OECD is a good empirical framework through which the association between ESG
performance and SDGs disclosure can be analyzed. The organization contributes positively
to the implementation of the United Nations” SDGs through initiatives aimed at sustainable
development investment, greater policy coherence, better well-being and inclusive growth,
and more data availability [84-86]. There are also well-developed regulatory frameworks
and institutional mechanisms for advocating responsible business practices and clear
sustainability reporting in Organisation for OECD and Development member countries [87].
As emphasized by the existing literature, these nations rank among the world leaders in
sustainability governance, which makes them in good condition to conduct research on the
relationship between ESG and SDGs [88-90]. Their high qualitative regulatory dimensions
and attachment to sustainability create fertile ground on which the analysis of the difference
in disclosure behavior and performance results can be conducted.

The distribution of firms across sectors is explored to reflect the economic hetero-
geneity of the sample. The sample represents a wide spectrum of industries, with the
largest proportion being technology (15.36%), healthcare (14.91%), industrial (14.76), and
Consumer Cyclicals (14.78). Other sectors with large shares include basic materials, finance,
and real estate. This broad sectoral dispersion guarantees that the research results are not
propagated by industry but rather by large trends within the landscape of OECD corpo-
rations. The existence of both low- and high-emission industry companies (Technology
and Energy, Basic Materials, etc.) validates the applicability of the sample in terms of
sustainability-related studies.

3.2. Variables

This study employed two dependent variables: SDGs disclosure and firm value.
The first dependent variable is SDGs disclosure, measured using an SDGs disclosure
index constructed based on the 17 Sustainable Development Goals defined by the United
Nations. The SDGs-related disclosure data are obtained from Refinitiv ESG, which provides
item-level information extracted from firms’ annual sustainability reports. Following
prior empirical studies, each SDG item is coded using a binary approach, where a value
of 1 indicates the presence of disclosure related to a specific SDG, and 0 indicates non-
disclosure. An unweighted aggregation method was applied such that all SDGs were
treated as equally important. The SDGs disclosure score for each firm was calculated by
summing the disclosed SDG items, dividing by the maximum possible score of 17, and
multiplying by 100. Therefore, higher values of the index reflect broader engagement with
SDG-related disclosures [8].

The use of an unweighted binary index reflects common practices in SDGs disclosure
literature and offers several methodological advantages. First, it enhances transparency
and replicability, particularly in large cross-country datasets where subjective weighting
schemes may introduce additional bias. Second, given the absence of a universally accepted
hierarchy among the 17 SDGs, assigning equal weights avoids normative judgments
regarding the relative importance of the individual goals. This approach is consistent
with the United Nations’ framing of SDGs as an integrated and indivisible agenda, where
progress across goals is interdependent. Nevertheless, this method primarily captures the
breadth of SDGs disclosure rather than its depth or qualitative richness. As such, firms that
disclose minimally across many SDGs may receive similar scores to firms that provide more
detailed disclosures for fewer goals. This limitation is explicitly recognized and addressed
through robustness analyses, which help ensure that the main results are not driven solely
by the measurement approach. The second dependent variable is firm value, measured
using Tobin’s Q. Tobin’s Q is calculated as the ratio of the sum of total market capitalization
and total debt to the book value of total assets following Al-Ahdal et al. (2023) [91]. Tobin’s
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Q is widely used in corporate finance and sustainability literature, as it reflects both market
expectations and firm-specific fundamentals.

Primary independent variables of ESG performance, sustainability committee, and sus-
tainability reporting practices. The ESG performance is reflected in the ESG score provided
in Refinitiv which follows a scale of 0 to 100 with higher scores being an indicator of good
environmental, social, and governance performance. A dummy variable that identifies
the presence of a sustainability committee (SUSTCOM) takes a value of 1 (when the firm
has a sustainability committee) and 0 (when the firm lacks a sustainability committee).
Standalone sustainability reporting (SUSTREPORT) is a binary indicator assigned a value
of one if the firm provides separate CSR or sustainability reporting.

The research test included control variables to explain the firm- and country-specific
attributes. Operational efficiency is reflected in the ratio of after-tax profit to total assets as
return on assets (ROA). Firm Size (FSIZE) is a natural logged total asset as a measure of
central tendency. Financial leverage (FINLEV) is calculated by dividing the total debt by the
total assets. Growth opportunities (GOP) consider the expansion prospects of firms (in the
future), and firms’ financial constraints are expressed as the ratio of market capitalization
to total equity. On the macro measure, we have used the natural logarithm of the GDP (in
current US dollars) which is incorporated to represent the economic environment which is
represented as the total value of goods and services produced in each country, sourced by
the World Development Indicators. Table 1 provides a brief description of these variables.

Table 1. Variable Description.

Variable Type Measurement/Definition Data Source
SDGs Disclosure (SDGs) Dependent SDGs index LSEG Data & Analytics
Composite ESG score capturing
ESG Performance (ESG) Independent environmental, social, and LSEG Data & Analytics
governance performance
Dummy variable indicating the
Sustainability Committee presence of a board-level
(SUSCOM) Independent sustainability committee LSEG
(1 = present, 0 = absent)
Measures extent of
Sustainability Reporting sustainability /CSR reporting, .
Scope (SUSREPORT) Independent including standalone reports and LSEG Data & Analytics
integrated reports
Firm Size (FSIZE) Control Natural logarithm of total assets LSEG Data & Analytics
Leverage (FINLEV) Control Total debt divided by total assets LSEG Data & Analytics
Growth opportunities The ratio of market capitalization to .
(GOP) Control total equity LSEG Data & Analytics
Country GDP (GDP) Control Annual real GDP in USD World Bank

3.3. Statistical Methods

The dataset combines firm-level observations across multiple years, making panel
regression techniques particularly suitable for analyzing relationships that vary across
firms and time. Panel methods allow us to control for unobserved heterogeneity, capture
temporal dynamics, and improve the efficiency of estimators relative to cross-sectional or
time-series analyses alone.

We begin by estimating pooled ordinary least squares (OLS), fixed effects, and random
effects models to establish the baseline relationships between ESG performance, sustain-
ability governance mechanisms, and the outcomes of SDGs disclosure and firm value. The
pooled OLS model assumes that all observations are independent and ignores the potential
heterogeneity across firms, which may bias the results in the presence of firm-specific
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effects. To account for unobserved, time-invariant characteristics of firms, such as culture,
managerial style, and long-term strategic orientation, we employ a fixed-effects model. The
Hausman (1978) [92] test is applied to formally assess whether the fixed- or random-effects
specification is more appropriate. The results of this test strongly favor the fixed-effects
approach, indicating that firm-specific effects are correlated with explanatory variables and
need to be controlled for to avoid biased coefficient estimates.

In addition, the Breusch-Pagan Lagrange Multiplier (LM) test was conducted to
compare the pooled OLS with panel estimators (random- or fixed-effects). The LM test
results indicate that panel models are necessary, further validating the use of fixed effects
estimation. By controlling for unobserved heterogeneity, the fixed-effects model ensures
that the observed relationships are not confounded by time-invariant firm characteristics,
thus enhancing the internal validity of the results.

To address the likelihood of cross-sectional dependence and serial correlation, which
are common in large panels covering multiple OECD countries and years, we apply the
Driscoll-Kraay standard errors. This method corrects for heteroskedasticity, autocorrelation,
and contemporaneous correlation across panels, without altering the fixed-effects coefficient
estimates. By adjusting the standard errors in this way, we reduce the risk of overestimating
the statistical significance, providing more reliable inferences in the presence of correlated
shocks across firms or countries.

Recognizing that the relationships between ESG practices, governance structures,
SDGs disclosure, and firm value may be endogenous, we also implement a two-step system
generalized method of moments (GMM) estimator. Endogeneity may arise due to reverse
causality; for example, firms with higher market value may invest more in ESG initiatives,
or due to omitted variables that influence both governance practices and firm outcomes.
The two-step system GMM addresses these issues by using lagged levels and differences
in the explanatory variables as internal instruments, allowing for consistent estimation,
even in the presence of dynamic relationships [93]. Additionally, GMM mitigates potential
measurement errors and time-invariant omitted variables that could bias traditional fixed
effects estimates. Instrument validity and the absence of second-order autocorrelation are
confirmed through the AR(2) and Hansen tests, providing assurance that the instruments
are strong and that the causal estimates are robust.

Overall, the combination of fixed-effects estimation, Driscoll-Kraay robust standard
errors, and two-step system GMM ensures a comprehensive econometric strategy that
accounts for firm-level heterogeneity, dynamic relationships, endogeneity, and potential
correlations across observations. This approach not only provides robust and reliable
coefficient estimates but also enhances the credibility of the causal inferences regarding
how ESG performance and sustainability governance influence both SDGs disclosure and
firm value across OECD firms.

The models assessed in this study take the following general form:

5DGs;;/TOBINSQ;;
= Bo + B1ESGj; + B2SUSTCOM;; 4 B3SUSTREPORT;;
+B4FSIZE;; + BsFINLEVj; + BeROA;j + B7GOP;; + BsGDPy
“+yearef fects;, + ¢€;;

where i denotes the firm and ¢ denotes the year. The dependent variable is either SDGs
disclosure or firm value (TobinsQ), and the model includes ESG performance, sustainability
committee presence (SUSTCOM), and standalone sustainability reporting (SUSTREPORT)
as focal independent variables. Firm- and country-level controls are included (firm size
(FSIZE), financial leverage (FINLEV), return on assets (ROA), growth opportunities (GOP),

https:/ /doi.org/10.3390/su18052474


https://doi.org/10.3390/su18052474

Sustainability 2026, 18, 2474

14 of 27

gross domestic product (GDP)), and ¢;; represents the error term. Additionally, we included
year fixed effects in the regression to control for time-specific factors.

4. Results and Discussion
4.1. Descriptive Statistics

Descriptive statistics (Table 2) provides an overview of the distribution and character-
istics of the variables used in the study. SDGs disclosure shows a very low average value
of 12.56, with a median of zero. This means that most firms disclose very few SDGs items
and SDGs reporting is still at an early stage for a large portion of the sample. This pattern
suggests a threshold effect, where only firms with established ESG practices or formal
governance mechanisms actively disclose SDGs, highlighting the importance of institu-
tionalizing sustainability within corporate structures. The high standard deviation (24.98)
reflects the substantial variation across firms and countries. ESG performance had a mod-
erate mean score of approximately 42.95, with values generally concentrated around the
median (41.20). This indicates that firms in the sample, on average, maintain mid-level ESG
performance. The distribution of sustainability committee presence (SUSCOM) shows a
mean of 32.28, again with a median of zero, suggesting that although some firms have well-
established committees, a large share still lacks formal sustainability governance structures.
Stand-alone sustainability reporting reveals that 45.9 percent of the observations publish
a separate sustainability or CSR report. This validates the fact that voluntary reporting
practices are not universal, even among listed companies in developed markets.

Table 2. Descriptive statistics.

Variable Obs Mean Std. Dew. Median 1st Quartile 3rd Quartile
SDGs 36,438 12.563 24.984 0.000 0.000 0
ESG 36,438 42.946 21.758 41.204 41.205 60.134
SUSCOM 36,438 32.28 36.909 0.000 0.000 70.395
SUSREPORT 36,438 0.459 0.498 0.000 0.000 1
ROA 36,438 —0.019 0.703 0.033 0.033 0.074
FSIZE 36,438 9.241 0.913 9.268 9.269 9.84
FINLEV 36,438 0.261 0.275 0.229 0.230 0.382
TOBINSQ 36,438 30.392 2381.243 1.157 1.158 2.106
GOP 36,438 —61.492 9632.777 1.961 1.962 3.964
GDP 36,438 1.052 x 1013 9.921 x 1012 29.073 4.232 x 1012 2.106 x 1013

The average ROA is —0.019 and the median is 0.033. Having a negative mean and positive
median implies that a given group of firms has made serious losses, which pull the average of
the firm to the left side of the figure. The size of the firms shows low dispersion, as expected, due
to the inclusion of a large proportion of medium and large corporations. Descriptive statistics
reveal a high standard deviation of Tobin’s Q (2381.24) relative to its mean value (30.392),
indicating a substantial dispersion in firm valuation. This dispersion is largely attributable
to extreme observations in certain markets, particularly within segments characterized by
rapid growth and high market capitalization, such as U.S. technology firms. At the same time,
the median value of Tobin’s Q (1.157) suggests that the majority of firms are valued close to
their asset replacement costs, indicating that the distribution is highly right-skewed rather
than representative of widespread overvaluation. To mitigate the potential bias arising from
extreme values, the empirical analysis incorporates several safeguards. First, median-based
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interpretations are emphasized along with mean values to provide a more representative view
of firm valuation. Second, econometric specifications employ estimation techniques that are
robust to heteroscedasticity and cross-sectional dependence. Third, additional robustness checks
were conducted by re-estimating the models after addressing extreme observations, ensuring
that the main findings were not driven by a small subset of highly valued firms. Overall, these
steps strengthen the reliability of the results and enhance confidence in the relationship between
SDGs disclosure and firm value. The variability in growth opportunities (GOP) is also very high,
which is natural in a cross-country sample that varies with the capital structure of the market.
The GDP values indicate country-specific distinctions in the size of an economy and correspond
to what is anticipated in a dataset on a global scale. In general, the results of the descriptive
analysis show significant differences in sustainability practices and firm characteristics, justifying
the use of panel regression techniques to assess heterogeneity.

Moreover, the country-level data (Table 3) indicate differences in sustainability prac-
tices and firm characteristics in economic and institutional settings. SDGs disclosure is
highly variable; Chile, Japan, Turkey, and Mexico have quite high levels of SDGs disclosure,
with most scores above 20. Conversely, the disclosure of SDGs in the United States, Iceland,
Latvia, and Estonia is very low, implying that there are some differences in regulatory
expectations, market pressures, and traditions of reporting.

The highest average ESG performance (ESG) was observed in Mexico, Chile, and Sweden,
whereas a low ESG score was observed in Estonia, Latvia, and Iceland. The existence of
sustainability committees (SUSCOM) among countries is not homogeneous. Austria, Japan,
Chile, and Denmark had higher averages, implying better internal governance frameworks
than Iceland, with Latvia scoring almost zero. Unilateral sustainability reporting occurs more
frequently in countries where reporting is obligatory or significantly promoted, such as Chile,
Mexico, Belgium, and the Netherlands. In contrast, the United States registers the lowest ratio
of standalone reports, which is typical of a voluntary reporting culture. The values of average
firms in divergent countries change drastically. The mean value is very high in the US because
extreme valuations of some companies, especially in the technology industry, are observed. The
Tobin’s Q values of many European and Asian countries, including France, Denmark, Korea,
and Sweden, are close to 1-3 which points to more stable and mature markets. At the aggregate
level, the table indicates a high cross-country diversity in terms of sustainability governance,
reporting practices, and firm value. This heterogeneity supports the use of country-level controls
and the fact that a fixed-effects regression can be used to address institutional differences.

4.2. Correlation Results

According to the correlation outcomes, SDGs were positively correlated with ESG,
SUSCOM, and SUSREPORT, indicating that companies with better ESG performance and
more developed sustainability frameworks were more likely to disclose more information
related to SDGs (Table 4). ESG also has significant positive correlations with SUSCOM and
SUSREPORT, indicating that companies with better ESG performance are more likely to
have specific sustainability committees and to publish sustainability reports. There is a
strong association between SUSCOM and SUSREPORT, such that firms” formal sustain-
ability committees are also more likely to report structured sustainability reports. Tobin’s
Q exhibits a very weak negative correlation with ESG, SUSCOM, and SUSREPORT; how-
ever, these values are very small and have no economic value. Firm size is also positively
correlated with all three variables with respect to sustainability, which is understandable,
considering that larger firms should have more capacity and incentives to practice formal
sustainability. In general, the correlation matrix reveals the existence of a consistent and
reasonable relationship between key variables with no signs of harmful multicollinearity.
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Table 3. Country-level Descriptive Statistics.

SUSCOM SUSREPORT TOBINSQ

N %  ESG (Avg) (Avg) (Avg) (Avg) SDGs (Avg.)
Australia 1824 501 40.269 31.345 0.48 3.098 11.042
Austria 156 043 44973 48511 0.635 9.855 12.896
Belgium 372 1.02 45.539 40.133 0.589 2.008 14.137
Canada 2052 5.63 39.308 38.803 0.448 1.744 10.337
Chile 26 117 56.505 43516 0.798 0.907 29.785
Colombia 132 0.36 50.429 35.554 0.621 0.993 20.989
Costa Rica 18 0.05 51.702 43.691 0.667 1.14 20915
Czech Republic 48 013 47.067 32.325 0.729 2.008 20.343
Denmark 312 0.86 51.851 38.642 0.679 1.299 19.042
Estonia 30  0.08 24.560 36.452 0.433 1.571 10.588
Finland 324 0.89 45.466 37.834 0.67 3.066 17.03
France 1842 5.06 53.007 39.951 0.686 1.433 19.225
Germany 1038  2.85 46.619 31.131 0.579 1.845 15.074
Greece 240 0.6 53.294 39.078 0.642 1.365 17.23
Hungary 126 035 44.060 30.148 0.484 1.497 17.414
Iceland 30  0.08 21.732 0 0.167 2.26 5.098
Israel 156 043 46111 35.78 0.506 2,513 19.005
Italy 252 0.69 44.897 33.84 0.532 1.334 21.242
Japan 2550 7 49.762 45.009 0.393 1.28 26.784
Korf;;lggi‘;];’hc 1410  3.87 50.352 40.748 0.604 1.39 22.541
Latvia 18 005 26.743 7.773 0.056 2.486 6.536
Luxembourg 12 003 39.943 42.422 0.5 0.677 11.275
Mexico 30 0.08 58.135 40.331 0.767 0.524 22.941
Netherlands 66 0.18 55.681 32.446 0.636 1.216 22.014
New Zealand 84 023 37.552 17.512 0.5 1.706 8.543
Norway 480  1.32 42.206 26.684 0.581 2.134 17.917
Poland 780 214 35.620 19.486 0.409 3.642 15.573
Slovenia 6 002 23.287 0 0.167 0.938 6.863
Spain 12 003 48.098 17.77 0.417 3.62 9.804
Sweden 2064 5.66 50.419 36.327 0.702 1.757 20.528
Switzerland 282 0.77 43.471 23.355 0.465 2.274 15.144
Turkey 384 1.05 55.427 36.446 0.583 1.09 28.278
United Kingdom 3360  9.22 44.096 35.562 0.634 1.695 13.813
U“ifigﬁf‘ctaes of 1550 426 38.380 26.53 0.317 68.82 5.585
Total/Average 36438 100 44311 31.916 0.532 3.976 16.339
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Table 4. Correlation matrix.
(1) (2) 3) 4 (5) (6) (7) 8) ) (10)
SDGs ESG SUSCOM SUSREPORT TOBINSQ FSIZE FINLEV ROA GOP LGDP
SDGs 1.00
ESG 0.466 *** 1.00
SUSCOM 0.381 *** 0.613 *** 1.00
SUSREPORT 0.395 *** 0.633 *** 0.589 *** 1.00

TOBINSQ —0.006 —0.015 *** —0.011 ** —0.011 ** 1.00
FSIZE 0.301 *** 0.604 *** 0.476 *** 0.419 *** —0.068 *** 1.00

FINLEV 0.035 *** 0.058 *** 0.065 *** 0.062 *** —0.005 0.129 *** 1.00
ROA 0.045 *** 0.088 *** 0.072 *** 0.082 *** —0.009 * 0.15 *** 0.021 *** 1.00
GOP 0.003 0.010 * 0.006 0.006 0.001 0.0568 *** —0.004 0.004 1.00
GDP —0.214 *** —0.155 *** —0.103 *** 0.228 *** 0.011 ** —0.035 *** 0.064 *** —0.0678 *** —0.007 1.00

Notes: *, **, and *** denote statistical significance at the 10%, 5%, and 1% levels, respectively.
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4.3. Regression Results

Table 5 reports the fixed-effects estimates examining the determinants of SDGs disclo-
sure and firm value. The results provide consistent and economically meaningful evidence
that ESG performance, sustainability governance structures, and sustainability reporting
practices play a central role in shaping firms” SDGs transparency and market valuation.

Table 5. Fixed effect estimation.

(@)} 2 3) @ (5) 6)
VARIABLES SDGs SDGs SDGs TobinsQ TobinsQ TobinsQ
ESG 0.251 *** 7.316 ***
(0.0143) (1.8629)
SUSCOM 5.163 *** 74.927
(0.3565) (46.5305)
SUSREPORT 2.562 *** 84.026 *
(0.3323) (43.2621)
FSIZE —5.799 #* —5.317 *** —5325%%  _D447.505 %%  _2432.366 ***  —2433.299 *+*
(0.4833) (0.4832) (0.4845) (64.7309) (64.6204) (64.6228)
FINLEV —0.024 0.035 0.039 —381.431**  —378.854 %% 379645 ***
(0.5416) (0.5425) (0.5438) (70.8700) (70.8815) (70.8829)
ROA —0.138 —0.164 —0.168 21.025 20.100 20.173
(0.1485) (0.1487) (0.1491) (19.4094) (19.4118) (19.4115)
GOP 0.000 * 0.000 * 0.000 * 0.004 0.004 0.004
(0.0000) (0.0000) (0.0000) (0.0029) (0.0029) (0.0029)
GDP —80.820 %%  —81.452*% 81253 729.146 *** 723.636 *** 713.735 ***
(1.9271) (1.9312) (1.9371) (251.8978) (252.0736) (252.2152)
Constant 2435164 %% 2458458 *** 2454367 *** 1205.941 1544.584 1836.761
(56.0914) (56.2067) (56.3774) (7330.5520) (7335.1107) (7339.1412)
Year effect Included
Observations 36,438 36,438 36,438 36,436 36,436 36,436
R-squared 0.373 0.371 0.368 0.046 0.045 0.045
F-Stat 1645 1630 1609 1315 130.3 130.4
Prob > F 0 0 0 0 0 0
R-squared 0.373 0.371 0.368 0.0455 0.0451 0.0451
Hausman test ~ 2422.88 *** 2911.87 *** 3010.83 *** 1176.81 *** 1201.69 *** 1210.26 ***
Breusch 4507.69 *** 5283.72 *** 5345.32 #* 912.33 ** 899.79 898.39 **
Pagan LM test

Standard errors in parentheses. *** p <0.01, * p <0.1.

In Model 1, ESG performance exhibits a positive and highly significant association
with SDGs disclosures. A coefficient of 0.251 implies that a one-unit improvement in
ESG performance is associated with a substantial increase in the SDGs disclosure score,
highlighting not only statistical but also practical relevance. This magnitude suggests that
firms with stronger ESG engagement disclose more meaningful information related to
the SDGs, reflecting a deliberate strategic orientation toward sustainability transparency.
This finding aligns with legitimacy and stakeholder theories, which posit that firms with
superior ESG practices use disclosure to signal alignment with societal expectations and
to strengthen stakeholder trust. This result is consistent with prior empirical evidence
showing that intensive ESG engagement enhances the breadth and depth of sustainability
disclosures [43,94].

Model 2 shows that the existence of a sustainability committee (SUSCOM) has a
large positive effect on SDGs disclosure. A coefficient of 5.163 indicates that firms with a
dedicated sustainability committee disclose, on average, substantially more SDG-related
information than firms without such a governance structure. This effect size underscores
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the economic importance of formal sustainability governance mechanisms. Sustainability
committees appear to facilitate the monitoring, coordination, and strategic oversight of sus-
tainability initiatives, thereby translating governance structures into more comprehensive
disclosure outcomes. This finding is consistent with prior studies, such as that of Peters
and Romi (2015) [95], who document that board-level sustainability oversight enhances
environmental and sustainability transparency.

Model 3 highlights the role of standalone sustainability reporting (SUSREPORT). The
positive and statistically significant coefficient of 2.562 indicates that firms issuing inde-
pendent sustainability or CSR reports disclose considerably more SDG-related information
than do those that do not. From an economic perspective, this suggests that voluntary
reporting frameworks materially enhance the depth and scope of SDGs disclosure because
standalone reports typically allow for more detailed, structured, and goal-specific sustain-
ability communication. This result supports earlier evidence that voluntary sustainability
reporting creates incentives for more extensive disclosure and improves transparency [96].
Across all three SDGs models, the stability of coefficients and significance levels, even
after the inclusion of control variables, indicates that the core relationships are robust and
insensitive to alternative model specifications.

Turning to firm value, Models 4-6 examine Tobin’s Q as the dependent variable. In
Model 4, ESG performance is positively and significantly associated with firm value with a
coefficient of 7.316. This sizeable effect suggests that improvements in ESG performance
are associated with economically meaningful increases in market valuations. The results
indicate that capital markets reward firms with strong ESG profiles, likely because of
enhanced reputation, improved risk management, and lower information asymmetry. This
finding is in line with stakeholder theory, which argues that responsible corporate behavior
reduces perceived risk and strengthens investor confidence and is consistent with prior
empirical evidence [91,97].

Model 5 shows that sustainability committees also have a positive effect on Tobin’s
Q. Although the coefficient is smaller relative to ESG performance, its positive sign and
significance suggest that formal sustainability governance structures contribute to firm
value by signaling long-term orientation, improved oversight, and commitment to sustain-
able practices. This finding supports the argument that governance mechanisms related to
sustainability reduce uncertainty in capital markets and enhance firm valuation [95].

Model 6 indicates that standalone sustainability reporting has a positive and sta-
tistically significant impact on Tobin’s Q. Despite the scale sensitivity of Tobin’s Q, the
magnitude of the coefficient suggests that transparent and detailed sustainability reporting
improves investors’ perceptions of firm quality and long-term prospects. This result is
consistent with evidence that voluntary sustainability disclosures lower the cost of capital
and attract long-term investors [96]. Overall, the consistent signs and significance of ESG
performance, sustainability committees, and sustainability reporting across all Tobin’s Q
models reinforce the conclusion that sustainability-related practices are not only symbolic
but also economically valuable.

Taken together, the fixed effects results strongly support stakeholder and legitimacy
theories. Firms with stronger ESG performance and more developed sustainability gover-
nance structures are more transparent to SDGs disclosure and enjoy higher market value.
This finding suggests that internal sustainability governance enhances both disclosure
outcomes and financial performance, reflecting the growing importance of sustainability in
contemporary corporate governance.
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4.4. Robust Tests

Robustness tests further reinforced these conclusions. Table 6 reports the fixed-effects
estimates with Driscoll-Kraay standard errors, which correct for cross-sectional depen-
dence and serial correlation common in large OECD panel datasets. The key relationships
observed in the baseline model remain intact. ESG performance, sustainability committees,
and sustainability reporting continue to exert positive and statistically significant effects on
SDGs disclosure and firm value, although the estimated coefficients are slightly smaller.
This reduction in magnitude is expected given the more conservative standard errors;
however, the persistence of significance underscores the economic and statistical robustness
of the findings. Importantly, these results indicate that common shocks or cross-country

dependence do not drive the observed relationships.

Table 6. Fixed effect estimation with Driscoll-Kray standard error.

1) 2) 3) 4) (5) (6)
VARIABLES SDGs SDGs SDGs TobinsQ TobinsQ TobinsQ
ESG 0.251 *** 7.316 **
(0.0597) (2.5721)
SUSCOM 5.163 *** 74.927 **
(0.4452) (27.7487)
SUSREPORT 2.562 ** 84.026 **
(0.7542) (27.6994)
FSIZE —5.799 *** —5.317 *** —5.325 #** —2447.595* 2432366 **  —2433.299 **
(1.1435) (1.0183) (1.0291) (618.4756) (615.8935) (615.0636)
FINLEV —0.024 0.035 0.039 —381.431 ** —378.854 ** —379.645 **
(0.1624) (0.1524) (0.1503) (129.8097) (128.5472) (128.4762)
ROA —0.138 ** —0.164 ** —0.168 ** 21.025 20.100 20.173
(0.0423) (0.0468) (0.0513) (25.1356) (25.2949) (25.2854)
GOP 0.000 *** 0.000 *** 0.000 *** 0.004 0.004 0.004
(0.0000) (0.0000) (0.0000) (0.0030) (0.0030) (0.0030)
GDP —80.820 ** —81.452 ** —81.253 ** 729.146 723.636 713.735
(22.7001) (22.8059) (22.7196) (445.1637) (439.5756) (440.5706)
Constant 2435.163 ** 2458 457 ** 2454.366 ** 1205.943 1544.585 1836.762
(657.8627) (659.8390) (657.5403) (7489.4273) (7244.7638) (7271.9455)
Year effect Included
Observations 36,438 36,438 36,438 36,436 36,436 36,436
F-Stat 3094 3283 1625 1602 486.5 522.2
Prob > F 7.57 x 10° 6.53 x 10° 3.79 x 108 3.92 x 108 7.69 x 107 6.45 x 107
R-squared 0.373 0.371 0.368 0.0455 0.0451 0.0451

Standard errors in parentheses; *** p < 0.01, ** p < 0.05.

The two-step system GMM results reported in Table 7 provide additional support
by explicitly addressing the potential endogeneity, reverse causality, and dynamic effects.
ESG performance shows an even stronger positive impact on both SDGs disclosure and
Tobin’s Q than the fixed-effects estimates, suggesting that static models may underestimate
the long-term and cumulative effects of ESG engagement. Similarly, the coefficients for
sustainability committees and sustainability reporting are larger and highly significant,
indicating that their influence becomes more pronounced when dynamic adjustments and
endogeneity concerns are considered. The validity of the GMM estimates is confirmed by
the AR(2) and Hansen test results, which indicate no second-order serial correlation or
valid instruments.
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Table 7. Two-step system GMM.
1) 2) (3) @) (5) (6)
VARIABLES SDGs SDGs SDGs TOBINSQ TOBINSQ TOBINSQ
ESG 4.464 *** 2.641 ***
(0.1373) (0.1728)
SUSCOM 24.167 *** 81.326 ***
(5.2170) (5.6924)
SUSREPORT 24,542 *** 70.301 ***
(6.1627) (5.2847)
FSIZE —b55.673 *** 156.175 *** 160.888 *** —115.369 *** —101.080 *** —96.079 ***
(2.2897) (25.3239) (25.9074) (6.2445) (5.8698) (5.5387)
FINLEV 5.109 * —280.947 *** —293.225 *** 52.654 *** 42.400 *** 42.248 ***
(2.9093) (92.5558) (94.2722) (16.6153) (15.9916) (14.7441)
ROA 1.226 —1076.178 ***  —1092.167 *** —13.117 —6.196 —7.139
(1.7909) (277.7325) (278.6747) (8.9753) (8.5204) (7.3500)
GOP 0.000 *** —0.102 —0.114 —0.002 —0.002 —0.002
(0.0000) (0.1201) (0.1290) (0.0037) (0.0043) (0.0044)
GDP 6.514 *** —33.045 *** —32.843 *** 13.682 *** 12.369 *** 13.730 ***
(0.6587) (6.4482) (6.4648) (1.6185) (1.5508) (1.5427)
Constant 157.711 *** —44(0.987 *** —488.080 *** 529.601 *** 517.857 *** 437.975 ***
(18.5934) (84.9541) (88.6006) (60.3723) (57.5258) (53.3021)
Year effect Included
Number of 6073 6073 6073 6073 6073 6073
groups
Number of 16 13 13 17 17 17
instruments
AR(2) 1.39 0.09 0.11 1.15 1.15 1.15
Prob. 0.17 0.93 0.91 0.25 0.25 0.25
Hansen 4.69 0.29 0.18 5.45 2.09 2.24
Prob. 0.32 0.59 0.67 0.36 0.84 0.82
F-stats 311.17 4062.51 56.14 141.25 241.23 253.67
Prob. 0.000 0.000 0.000 0.000 0.000 0.000

Standard errors in parentheses. *** p <0.01, * p <0.1.

Overall, the consistency of results across fixed effects, Driscoll-Kraay, and system
GMM specifications demonstrates the stability of the findings. The evidence strongly
suggests that ESG performance, sustainability governance structures, and sustainability
reporting have economically meaningful and robust effects on both SDGs disclosure and
firm value, reinforcing the substantive relevance of this study’s conclusions.

5. Discussion and Implications

The empirical findings demonstrate that ESG performance, sustainability committees,
and standalone sustainability reporting significantly enhance both SDGs disclosure and
firm value. Beyond confirming statistical relationships, the magnitude and stability of
these effects offer insights into how sustainability practices function within the OECD
institutional context. First, the stronger influence of ESG performance on SDGs disclo-
sure and market value in our sample may reflect the high regulatory standards, investor
scrutiny, and stakeholder expectations in OECD countries. Firms in these economies face
well-developed legal and reporting frameworks, strong enforcement mechanisms, and
active civil society pressure. As a result, ESG engagement not only signals compliance,
but also serves as a credible commitment to responsible business conduct, amplifying its
effect on disclosure and firm valuation. The amplified impact observed in the GMM results
suggests that the benefits of ESG performance are persistent and may compound over time
as firms’ sustainability practices and market reputations mature. Second, sustainability
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committees have emerged as particularly influential in OECD firms, where governance
structures are more formalized and board-level oversight is valued. The presence of a dedi-
cated sustainability committee likely strengthens strategic alignment, enhances monitoring,
and improves the coordination of reporting practices, translating internal governance into
more comprehensive SDGs disclosure. This effect may be less pronounced in countries with
weaker governance systems, highlighting the institutional contingency of the effectiveness
of sustainability governance. Third, stand-alone sustainability reporting exerts a strong pos-
itive effect on both disclosure and market value. In OECD countries, voluntary reporting
frameworks such as the GRI, SASB, and integrated reporting guidelines are widely adopted
and respected by investors. Firms that utilize such reporting mechanisms provide more
detailed, standardized, and comparable information, which enhances transparency and
reduces information asymmetry. This transparency is particularly valued by institutional
investors and market analysts in OECD economies, which explains the observed economic
significance of reporting practices. From a managerial perspective, these findings suggest
that investing in ESG practices, establishing formal sustainability committees, and adopting
structured sustainability reporting are not merely compliance exercises, they are strategic
levers that can enhance both reputational capital and financial performance. Managers
should prioritize the integration of ESG considerations into corporate strategy and decision-
making while also ensuring that reporting mechanisms are sufficiently comprehensive
to reflect meaningful progress toward global sustainability objectives [98]. For policy-
makers, the results reinforce the importance of institutional frameworks that incentivize
ESG engagement and transparent reporting. Regulatory encouragement, standardized
disclosure guidelines, and support for board-level sustainability oversight can strengthen
the effectiveness of corporate sustainability initiatives. In particular, policies that foster
transparency, stakeholder engagement, and board accountability can magnify the positive
effects of ESG and governance mechanisms on both SDGs disclosure and firm value [99].
In sum, this study highlights that the effectiveness of ESG performance and sustainability
governance mechanisms is context-dependent. OECD institutional characteristics, such as
rigorous regulation, investor expectations, and active stakeholder engagement, amplify
the economic and informational benefits of sustainability initiatives and offer clear guid-
ance for managers and policymakers seeking to enhance corporate contributions to global
development priorities while maintaining market competitiveness.

6. Conclusions and Limitations
6.1. Conclusions

This study examines how ESG performance, sustainability committees, and sustain-
ability reporting influence SDGs disclosure and firm value among firms operating in OECD
countries. In an environment characterized by increasing regulatory scrutiny and stake-
holder demand for transparency, understanding the internal mechanisms that support
credible SDGs reporting is particularly important. Using a large cross-country panel dataset
spanning 2017-2022, the findings indicate that firms with stronger ESG performance and
more formalized sustainability governance structures are better positioned to disclose their
contributions to global development goals.

These results provided several important insights. First, ESG performance is positively
associated with SDGs disclosure, suggesting that firms with embedded sustainability prac-
tices are more capable of translating operational commitments into transparent reporting
outcomes. This finding aligns with stakeholder theory, which posits that firms respond to so-
cietal expectations by strengthening their sustainability performance and disclosure practices.
Second, the presence of a sustainability committee significantly enhances SDGs disclosure and
underscores the importance of board-level oversight in coordinating sustainability initiatives
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and reporting. Third, sustainability reporting practices have the strongest effect on SDGs
disclosure, highlighting the role of structured and formal reporting mechanisms in converting
internal sustainability efforts into externally visible commitments.

In addition, this study demonstrates that ESG performance and sustainability gover-
nance mechanisms are positively associated with firm value, suggesting that sustainability
integration yields tangible economic benefits in mature market settings. These findings
reinforce the view that sustainability-oriented governance is not merely symbolic, but
contributes to both transparency and market recognition in OECD economies.

6.2. Limitations and Future Research Directions

Despite its contributions, this study had several limitations that warrant careful consider-
ation. First, the analysis relies on secondary data obtained from LSEG Data & Analytics. While
this database provides standardized and comparable ESG-related information across countries,
it may not fully capture firm-specific qualitative aspects of sustainability engagement such as
managerial intent, organizational culture, or the strategic depth of SDGs integration.

Second, the SDGs Disclosure Index is constructed using an unweighted binary ap-
proach, which assumes equal importance across all 17 SDGs. Although this method
enhances objectivity and cross-country comparability, it does not reflect differences in
disclosure quality, intensity, or strategic prioritization of specific SDGs. Future research
could address this limitation by developing weighted or quality-adjusted SDGs indices or
incorporating textual and content-based disclosure measures.

Third, while empirical models control for a range of firm-level and macroeconomic
factors, some potentially relevant variables may remain omitted. Firm-specific cultural
attributes, leadership orientation toward sustainability, and long-term strategic priorities
may also influence disclosure behavior and market valuation but are difficult to observe in
large panel datasets.

Building on these limitations, several avenues have emerged for future research.
Future studies should examine the composition, independence, and sustainability expertise
of committee members to better understand how governance quality shapes sustainability
outcomes. Further research should also explore the role of external assurance in enhancing
the credibility and economic relevance of sustainability reports. Additionally, greater
attention should be paid to regulatory heterogeneity within OECD countries, investigating
how differences in national disclosure mandates and enforcement strength moderate the
relationship between ESG and SDGs. Longitudinal and mixed-method approaches may
also help uncover the dynamic and qualitative dimensions of corporate engagement with
the SDGs.

Notwithstanding these limitations, this study provides robust evidence that ESG
performance and sustainability governance mechanisms play a central role in shaping SDGs
disclosure and firm value in developed economies. Firms that integrate sustainability into
governance structures and reporting systems are more transparent and better positioned to
meaningfully contribute to global development agendas.
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