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Abstract
Given the increasing concern for the global environmental issues and the relating need
for preservation of the ecosystem, sustainability reporting has become more and more
important, to both developed and developing economies, sparking the interest of the
literature. This study primarily aims to investigate the factors that influence the
adoption of new sustainability reporting practices and external assurance. Also, this
paper examines the relationship between the reporting activity and firms’ economic
performance. The paper combines data from the Global Reporting Initiative’s (GRI)
Sustainability Disclosure Database and the Orbis database, from Bureau van Dijk.
More specifically, the study uses two logit models and one regression model based on a
sample of 366 large Asian and African companies which have addressed the SDGs in
their sustainability reports published in 2017. The results reveal that operating in the
manufacturing sector and having a higher percentage of women directors in the
company’s management structure are positively related to the adoption of sustainability
reporting and external assurance. Also, operating in the manufacturing sector leads to
better firms’ economic performance. Contrarily from previous studies, the age of the
company’s board of directors does not have influences on the use of sustainability
reporting. This research contributes to the sustainability issues in the context of
emerging markets by explaining the driving factors behind it and its linkage with
firms’ performance.
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Introduction

During the years, sustainability reporting has established itself as a key instrument
capable of helping companies and organizations to satisfy the growing demand for
transparency from customers, investors, other stakeholders, and from the society in
general (Martínez et al. 2016). Through sustainability reports, companies disclose
voluntary information about the economic, environmental and social impacts produced
by their activities. This allows companies to reduce information asymmetries and
increase transparency on their—positive or negative—sustainability performance
(Nobanee and Ellili 2016).

Moreover, this increased transparency provides investors with the possibility to
make more appropriate valuations and to better orient their investment towards com-
panies with a more positive impact. This translates into better competitive positions
(Fracarolli Nunes and Lee Park, 2017) and greater advantages on the market (Milne and
Gray, 2013) for companies that, by demonstrating their social commitment, responsi-
bility and sustainability in behaviour, manage to obtain the legitimacy and the social
acceptance they need to be successful (Hahn and Kühnen 2013; Scherer et al. 2013;
Martínez et al. 2016).

In light of this, companies and organizations are increasingly paying attention to
sustainability issues, and in applying more sustainable business models (Morioka et al.
2017) and new strategies for reporting (Clark et al. 2015).

Among the major providers of sustainability reporting guidance,1 the Global
Reporting Initiative’s (GRI’s) Sustainability Reporting Standards are the most adopted
frameworks for voluntary reporting worldwide (Brown et al. 2009b).

In 2018, the GRI together with the United Nations Global Compact (UNGC) gave
life to a collaborative initiative aimed at empowering corporate actions towards
achieving the United Nations Sustainable Development Goals (SDGs). The SDGs
have been introduced in 2015 by the United Nations Procurement Division (UNDP)
as part of the 2030 Agenda for Sustainable Development the aim of which is to
provide as a framework for institutions and organizations to work towards a more
sustainable world (United Nations General Assembly 2015). They consist of a set of
17 global goals structured into 169 ambitious targets to be reached by 2030.

The initiative mentioned above has enabled companies to incorporate SDGs into
their existing business and reporting processes. Business reporting on the SDGs
integrates the GRI Standards and the UN Global Compact Communication on Progress
(Global Reporting Initiative 2018).

Contributing to the achievement of the SDGs is crucial for companies to achieve
sustainable development goals in different areas (Kuzey and Uyar 2017; Moldavska
and Welo 2019), and succeed in the short and long term (Agarwal et al. 2017).

The KPMG (2017) survey based on corporate responsibility (CR) and sustainability
reporting from 4900 companies in 49 countries and regions reveals that reporting on
SDGs has increased considerably worldwide since their launch. Of the 3543 N100

1 The other main providers of sustainability reporting guidance include (i) The Organization for Economic
Co-operation and Development (OECD Guidelines for Multinational Enterprises), (ii) The United Nations
Global Compact (UNGC) (the Communication on Progress) and (iii) The International Organization for
Standardization (ISO 26000, International Standard for social responsibility).
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companies and 233 G250 companies2 that report on CR, a large part of the two groups
(39% and 43%, respectively) made a connection between the company’s sustainability
reporting and the SDGs.

The integration of SDGs in business reports allows companies to show their
commitment to addressing global issues related to sustainable development such as
poverty, environmental degradation, climatic changes and discrimination (Adams
2017).

Given the increasing concern for the global environmental issues and the relating need
for preservation of the ecosystem, sustainability reporting has become more and more
important, to both developed and developing economies, sparking the interest of the
literature (Hahn and Kühnen 2013). Consequently, an increasing number of scholars has
started to analyse the factors influencing the adoption of new sustainability methods in
business reporting (Bear et al. 2010; Da Silva Monteiro and Aibar-Guzmán 2010; Gallo
andChristensen 2011; Gamerschlag et al. 2011; Arayssi et al. 2016; Ben-Amar et al. 2017;
Anazonwu et al. 2018; Dissanayake et al. 2019). Prior studies also have analysed the
adoption of external assurance of sustainability reporting in order to increase the trans-
parency of the sustainability information disclosed and enhance stakeholders’ confidence
(Kolk and Perego 2010; Moroney et al. 2012; Junior et al. 2014; Peters and Romi 2015).
Most of these studies provide empirical evidence on the role played by external assurance
—made by professional accountants–—in enhancing the credibility of sustainability
reports (Park and Brorson 2005; Pflugrath et al. 2011). Some authors have examined
the relationship between firms’ characteristics and the adoption of external assurance,
finding that some factors, such as the firm size, the ownership structure, the industrial
affiliation, board composition, and so on, play a determinant role in the adoption of
external assurance of sustainability reporting (Haddock-Fraser and Fraser 2008; Lourenço
and Branco 2013; Sierra et al. 2013; Branco et al. 2014; Amran et al. 2014; Shamil et al.
2014; De Beelde and Tuybens 2015).

Finally, a limited number of existing studies have analysed the sustainability
reporting and its impact on firm performance (Ameer and Othman 2012; Bachoo
et al. 2013), and evaluation (Lo and Sheu 2007; Schadewitz and Niskala 2010;
Berthelot et al. 2012).

However, much of the literature on sustainability reporting mainly focuses on the
quality of the different institutional environments and the pressure exerted by stake-
holders on companies (Michelon and Parbonetti 2012; Klettner et al. 2014). Conse-
quently, the influence of organizational factors, such as the organizations’ internal
structure, decision-making, performance, or governance structure, is often overlooked
and needs to be dealt with more comprehensively (Hahn and Kühnen 2013; Sarbah and
Xiao 2015).

Moreover, prior studies have principally focused on developed countries (especially
on Europe and the USA) (Lo and Sheu 2007; Berthelot et al. 2012) leaving the topic
partly unexplored in relation to developing countries (Kuzey and Uyar 2017).

The contribution of this research is threefold. Firstly, this study extends the literature
on sustainability reporting in the emerging market context by examining the influence

2 According to the KPMG study, the N100 refers to a worldwide sample of 4900 companies comprising the
top 100 companies by revenue in each of the 49 countries researched in the study. While, the G250 refers to
the world’s 250 largest companies by revenue based on the Fortune 500 ranking of 2016.
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of company characteristics on the adoption of new sustainability reporting practices
(i.e., SDG reporting). Additionally, it addresses the question of how the gender and age
diversity of board resources affects the adoption of the external assurance of sustain-
ability reporting, providing suggestions for further research in the field of assurance of
sustainability reporting. Secondly, this study contributes to the existing literature on the
relationship between sustainability reporting and firms’ economic performance provid-
ing evidence from large companies in the low- and middle-income countries in Asia
and Africa. Finally, through its empirical findings, this study provides statistical and
economical validity to the 2018 joint initiative of the GRI and the United Nations
Global Compact (UNGC) aimed at empowering corporate actions towards achieving
the United Nations SDGs.

The study employs two logit models and one regression model based on a sample of
366 large Asian and African companies which have addressed the SDGs in their
sustainability reports published in 2017.

The rest of this paper is organized as follows. Section 2 discusses the theoretical
background on sustainability reporting. Section 3 presents the research setting, data and
analysis. Section 4 examines the results of our analyses. Section 5 concludes and
discusses the implications of our findings.

Literature Review

The increasing concern for the global environmental issues it forced companies to
worry not only about their financial performance but also about their non-financial
performance in order to address the different economic, environmental and social
expectations of their stakeholders and obtain the legitimacy they need to succeed
(Freeman 1994; Martínez et al. 2016).

Indeed, to obtain the resources they need to carry out their activities, companies have
to prove to address societal demands and obtain organizational legitimacy. Social and
environmental reporting (SAR) can help companies in managing public pressures
(Cormier et al. 2005), and creating and maintaining this legitimacy (Deegan 2002).

The literature on sustainability reporting has widely recognized the positive effect
that companies obtain in disclosing information related to the sustainability of their
daily activities (Hahn and Kühnen 2013). The disclosure of information related to the
companies’ sustainability performance reduces information asymmetries and increases
transparency (Nobanee and Ellili 2016). This helps investors to make a better assess-
ment and comparison of companies according to the risks and opportunities they face
and to make more informed investment choices, directing their capital towards more
sustainable objectives.

According to Berthelot, Coulmont and Serret (2012), investors positively value the
publication of sustainability reports. Based on a sample of 146 Canadian companies
listed on the Toronto Stock Exchange, the authors find empirical evidence that firms
publishing sustainability reporting enjoy a better reputation among investors and are
therefore treated at a premium.

By signalling their commitment to achieving sustainable goals, companies enhance
their reputation, credibility and legitimacy towards internal and external stakeholders
(Belal 2002; Herzig and Schaltegger 2006; Calabrese et al. 2015). By analysing the
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market reactions to the first standalone sustainability reports issued by a sample of 59
US companies over the period from 2001 to 2007, Brown et al. (2009a) find evidence
that highest quality sustainability reports positively enhance corporate reputations. In a
later study, Guidry and Patten (2010) report similar results.

Sustainability reporting could provide companies with the possibility to strengthen
their public and social visibility. Reverte (2009) states that media exposure is the most
influential variable for explaining CSR disclosure practices of Spanish listed firms.

Moreover, sustainability reporting, by signalling a social and environmental com-
mitment to stakeholders, could help companies to achieve a better competitive position
in the market (Cormier et al. 2005; Kiliç and Uyar 2014; Kuzey and Uyar 2017) and
even create new competitive advantages (Nor et al. 2016; Ortas et al. 2017; Uwuigbe
et al. 2018

According to a limited number of existing studies, this improves company’s perfor-
mance (Ameer and Othman 2012; Bachoo et al. 2013) and its value (Lo and Sheu
2007; Schadewitz and Niskala 2010; Anam et al. 2011; Kuzey and Uyar 2017).

Basing on the signalling theory, Anam et al. (2011) find a positive relationship
between sustainability disclosure and firm value linked to an increase in transparency
and a consequent reduction in the devaluation of the share price, which in turn increases
the firm value.

Similarly, other researchers have provided evidence about the value-enhancing role
of sustainability reporting (Lo and Sheu 2007; Schadewitz and Niskala 2010).

In a recent study based on a sample of 297 Turkish publicly traded companies at the
Borsa Istanbul, Kuzey and Uyar (2017) find a positive relationship between sustain-
ability reporting and firm value confirming that sustainability reporting is value
relevant.

A large part of the literature on sustainability reporting has focused on the factors
affecting the adoption of sustainability reporting (Hahn and Kühnen 2013).

Some authors, for example, have proved that the company size (usually measured by
the number of employees, total assets, sales or market capitalization) has a positive
influence on the decision or the likelihood of a company to engage in sustainability
reporting (Janggu et al. 2007; Gallo and Christensen 2011; Das et al. 2015; Schreck and
Raithel 2018; Dissanayake et al. 2019). According to these authors, the positive
relationship can be explained by the greater public visibility (and pressure) that large
companies have to face (Fortanier et al. 2011; Fernando and Pandey 2012; Fernando
et al. 2015).

Other authors have analysed the impact of firms’ financial, social and environmental
performance on sustainability reporting, providing mixed results.

Cormier and Magnan (2003) and Stanny and Ely (2008) find, for instance, a
negative relationship between a high level of debt or leverage and sustainability
reporting due to the company’s inability to bear the costs necessary for reporting.
Companies with a high level of profitability can, instead, bear the costs of sustainability
reporting and face any negative consequences related to the disclosure of harmful
information (Cormier and Magnan 2003; Haniffa and Cooke 2005; Kent and Monem
2008).

Contrarily, Haniffa and Cooke (2005) find that by disclosing sustainability
reporting, companies can legitimize their corporate activities towards
creditors.
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Authors analysing the influence of social and environmental performance (mea-
sured, for example, by the number of fines for environmental transgressions or the data
on pollution discharge) provide evidence of a positive effect on sustainability reporting
activities (Clarkson et al. 2008). According to Belal and Cooper (2011), companies that
enjoy a good social and environmental performance use sustainability reporting to
signal it to their stakeholders. On the contrary, companies with poor social and
environmental performance show unwillingness to publish reports as they are fright-
ened by bad publicity.

The literature widely recognized the relationship between the industry sector in
which companies operate and their engagement in sustainability reporting
(Brammer and Pavelin 2006; Clarkson et al. 2011; Alrazi et al. 2016; Kuzey
and Uyar 2017).

According to the literature, sectors with high social and environmental impacts
(e.g., manufacturing sectors) and sectors with a close relationship to consumers
(e.g., banking, food/drink/tobacco, media and retailing) tend to disclose a high rate
of information on the environmental impact of their activities through sustainabil-
ity reports because of the great pressure from stakeholders and the consequent
need to prove them their environmental responsibility. Sectors with a lower level
of environmental impact and of proximity to consumers (e.g., the IT, construction,
telecommunications) show, instead, a lower rate of disclosure and report.

The literature on sustainability reporting also has investigated the relationship
between firms’ reporting activities and its ownership structure, finding interesting
results (Shamil et al. 2014; Kiliç et al. 2015; Jizi 2017; Ortas et al. 2017;
Odoemelam and Ofoegbu 2018; Ofoegbu et al. 2018; Rosati and Faria 2019).

State-owned companies provide, for example, more extensive reports (Tagesson
et al. 2009; Amran and Haniffa 2011) than publicly listed companies. However, these
last disclose higher-quality information (Haniffa and Cooke 2005; Da Silva Monteiro
and Aibar-Guzmán 2010; Gamerschlag et al. 2011) and are more engaged in sustain-
ability reporting (Haddock 2005).

Concentrated ownership negatively influences the quality and extent of the sustain-
ability reports (Brammer and Pavelin 2006; Cormier and Magnan 2003; Gamerschlag
et al. 2011). While foreign ownership can positively influence the level of sustainability
reporting (Cormier and Magnan 2003; Haniffa and Cooke 2005; Othman and Ameer
2009).

By analysing the size of the board of directors, for instance, several studies found a
positive influence of its large size on the level of environmental disclosure (Siregar and
Bachtiar 2010; Htay et al. 2012; Rao et al. 2012; Andrikopoulos and Kriklani 2013;
Raman and Bukair 2013; Jizi et al. 2014; Shamil et al. 2014; Khlif et al. 2015; Osazuwa
et al. 2016; Trireksani and Djajadikerta 2016). By analysing the board composition,
other studies find that the firms’ engagement in sustainability reporting, as well as the
quantity and quality of disclosed information, is positively influenced by the presence
of independent directors and of a dual leadership structure (Chau and Gray 2010;
Zhang 2012; Jizi et al. 2014; Shamil et al. 2014; Liao et al. 2015; Eberhardt-Toth
2017).

By exploring the influence of board gender diversity (measured by the number or the
percentage of female directors on the board) on firms’ reporting activities, a large
number of scholars find evidence of a positive relationship in both developed and
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developing countries (Bear et al. 2010; Post et al. 2011; Liao et al. 2015; Jizi 2017;
Ben-Amar et al. 2017; Rosati and Faria 2019).

By analysing companies from the UK, some authors find that boards with
higher female participation show a greater propensity in disclosing sustainability
information and greater reporting efficiency (Liao et al. 2015; Arayssi et al.
2016; Jizi 2017).

Kiliç et al. (2015) and Anazonwu et al. (2018) find similar results in the
Turkish banking industry and in Nigeria, respectively. In a recent study based
on a sample of 408 organizations worldwide, Rosati and Faria (2019) show a
positive relationship between a high share of female directors and the early
adoption of SDG reporting.

In addition to the above-mentioned factors, the literature has recognized that the
adoption of external assurance—made by professional accountants—can enhance the
credibility of sustainability reports and as a consequence increase stakeholders’ confi-
dence (Park and Brorson 2005; Kolk and Perego 2010; Pflugrath et al. 2011; Moroney
et al. 2012; Junior et al. 2014; Peters and Romi 2015).

The literature has also recognized that the specific firms’ characteristics (e.g., firm
size, ownership structure, industrial affiliation and board composition) can influence
the adoption of external assurance (Lourenço and Branco 2013; Sierra et al. 2013;
Branco et al. 2014; Amran et al. 2014; Shamil et al. 2014; De Beelde and Tuybens
2015).

Although there are numerous studies on sustainability reporting, these are mainly
concentrated on the quality of the different institutional environments and the pressure
exerted by stakeholders on companies (Michelon and Parbonetti 2012; Klettner et al.
2014).

Moreover, most of these focused on developed countries (especially on Europe and
the USA) (Lo and Sheu 2007; Berthelot et al. 2012) leaving the topic partly unexplored
in relation to developing countries (Kuzey and Uyar 2017).

Consequently, the influence of organizational factors on sustainability reporting
needs to be dealt with more comprehensively (Hahn and Kühnen 2013; Sarbah and
Xiao 2015).

Thus, consistent with the previous literature review and its findings, this study aims
at extending the literature on sustainability reporting in the emerging market context
providing evidence from large companies in the low- and middle-income countries in
Asia and Africa.

Specifically, this study explores the following research questions:

RQ1 Do firms’ characteristics have a significant positive association with the firm’s
decision or likelihood to adopt sustainability reporting and external assurance?

RQ2 Does sustainability reporting have a significant positive association with the
firm’s economic performance?

In order to answer these questions, the paper investigates the influence of
company characteristics on the adoption of new sustainability reporting prac-
tices (i.e., SDG reporting) and external assurance statements, and analyses the
relationship between sustainability reporting and the firms’ economic
performance.
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Data and Methodology

Data Sources and Sample

This study use data collected from GRI’s Sustainability Disclosure Database and the
Orbis database, from Bureau van Dijk (BVD). The GRI (Global Reporting Initiative)
database displays organizations that have published a sustainability/integrated report,
indicating for each of them the presence of any explicit reference to the UN SDGs.

From the GRI database, we extracted an initial sample of 369 large organizations in
low- and middle-income countries in Asia and Africa which have published a sustain-
ability report following the G4 Sustainability Reporting Guidelines (G4 Guidelines)3 in
the year 2017. For each organization in the sample, we have collected data relating to
its name, the sector, the originating country, and type (e.g., private or not a private
company4).

Moreover, we have collected information on the explicit reference to or the appli-
cation in the sustainability reports of the following standards and principles:

& the IFC Performance Standards.
& the UNGC (United Nations Global Compact) and its principles.
& the ISO 26000 clauses.
& one of the annual Carbon Disclosure Project (CDP) questionnaires, or an associated

CDP project.
& the UN Sustainable Development Goals (SDGs).
& the AccountAbility AA1000 Assurance Standard (AA1000AS).
& the adoption of external assurance, including information related to the type of

assurance provider, assurance scope, level of assurance, and assurance standards
(i.e., AA1000AS, ISAE3000, national general, and national sustainability).

By entering the names of the 369 organizations in the Orbis database, we obtained the
final sample of 366 observations for each of which we have gathered the following
information:

& Information about the organizations’ economic and financial performance, includ-
ing the total assets, market capitalisation, taxation, operation revenue, ROE, ROA,
EBITDA, Tobin’s q, leverage and profit margins.

& Information about organizations’ corporate governance, including the number of
employees, the number of men and women at the management level and the
average age of the board of directors.

3 According to Global Reporting Initiative (2013), “The guidance in G4 is designed to be compatible with a
range of different reporting formats”. In addition to enhancing the relevance and quality of standalone
sustainability reports, G4 also offers a widely recognized global standard for sustainability information to
be included in integrated reports”
4 Non-private companies include (i) state-owned companies (legal entities created by the government to
undertake commercial activities on the government’s behalf); (ii) cooperatives (organizations jointly owned
and democratically controlled by the employees and/or end-users of the goods and services produced to meet
their common needs); (iii) subsidiaries (companies controlled by another company through the ownership of
50% or more of the voting stock); (iv) public institutions (administrative units of government; (v) and
partnerships (formation of businesses and/or individuals to advance their business interests).
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Table 1 shows the characteristics of the sample by region, country and sector.

Variables

In line with previous studies (Kuzey and Uyar 2017), this paper examines three
hypotheses:

1. The relationship between the company characteristics and the likelihood of address
the SDGs in its sustainability report.

2. The relationship between the company characteristics and the adoption of external
assurance statements in the company’s sustainability report.

3. The relationship between sustainability reporting and firm’s economic
performance.

For this purpose, we use three dependent variables: (i) “SDGs”, a dichotomous
variable denoting 1 for companies addressing the UN sustainable development goals
(SDGs) in their sustainability report, and 0 otherwise; (ii) “external assurance”, a
dichotomous variable denoting 1 for companies addressing the external assurance
statement in their sustainability report, and 0 otherwise; and (iii) “Tobin’s q”, the ratio
between a physical asset’s market value and its replacement value. As independent
variables, we employ a number of financial and economic measures of the companies
performances, such as the total assets (ASSET), number of employees (EMP), market
capitalization (CAP), taxation (TAX), the earnings before interest, taxes, depreciation
and amortization (EBITDA), profit margins (PM), the ratio between a physical asset’s
market value and its replacement value (TOBQ), leverage (LEV), return on equity
(ROE) and return on assets (ROA). We also include a variable indicating the
manufacturing or service sector (SEC) and whether the organization is private or not
(TYPE).

Finally, following previous studies (Bear et al. 2010; Liao et al. 2015; Jizi 2017;
Ben-Amar et al. 2017; Rosati and Faria 2019), we also consider the percentage of the
female on the board of the company (FEMALE). Moreover, we include the average age
of the members of the board of directors (AGE), expecting that presence of younger
directors has a positive influence on the adoption of the SDG practices since younger
individuals tend to be more sensitive to environmental issues (Post et al. 2011).

Data sources and variables are presented in Table 2.

Method of Analysis

We used the following three models for review. To investigate whether the decision or
likelihood of an organization to address the SDGs in its sustainability report is related to
the factors mentioned above (corporate governance such as gender at the management
level and the average age of members of BoD, economic and financial competencies,
and so on), we employ a logit model (Rosati and Faria 2019) where our dependent
variable is “SDGs”—a binary variable taking value 1 when the organization has
addressed the UN sustainable development goals (SDGs) in its sustainability report,
and 0 otherwise. The second variable in the model is “external assurance” statement, a
dummy variable taking value 1 when company reports are verified by an external
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Table 1 Characteristics of the
sample

Region N (%)

Asia 316 (86)

Africa 50 (14)

Country

Bangladesh 4 (1.09)

Cambodia 1 (0.27)

Cote d’Ivoire 2 (0.55)

Egypt 3 (0.82)

India 39 (10.66)

Indonesia 42 (11.48)

Kenya 1 (0.27)

Madagascar 1 (0.27)

Mainland China 68 (18.58)

Malaysia 15 (4.1)

Marocco 1 (0.27)

Nigeria 5 (1.37)

Pakistan 4 (1.09)

Philippines 11 (3.01)

South Africa 33 (9.02)

Sri Lanka 39 (10.66)

Thailand 61 (16.67)

Turkey 20 (5.46)

Uganda 1 (0.27)

Viet Nam 12 (3.28)

Zimbabwe 3 (0.82)

Sector

Agriculture 6 (1.64)

Automotive 15 (4.1)

Aviation 5 (1.37)

Chemicals 9 (2.46)

Commercial services 2 (0.55)

Computers 1 (0.27)

Conglomerates 15 (4.1)

Construction 12 (3.28)

Construction materials 9 (2.46)

Consumer durables 1 (0.27)

Energy 28 (7.65)

Energy utilities 11 (3.01)

Equipment 2 (0.55)

Financial services 90 (24.59)

Food and beverage products 17 (4.64)

Forest and paper products 3 (0.82)

Healthcare products 8 (2.19)

Healthcare services 3 (0.82)
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assurance, and 0 otherwise. The third variable in the model is Tobin’s q, used as a
proxy for firm’s performance.

The proposed model is given as

SDGs ¼ 1 if β0 þ β1 eperð Þ þ β2 tobqð Þ þ β3 exterð Þ þ β4 govð Þ þ ε
0 otherwise

�

EXTERNALASSU

¼ 1 if β0 þ β1 eperð Þ þ β2 tobqð Þ þ β3 exterð Þ þ β4 govð Þ þ ε
0 otherwise

�

TOBQ ¼ 1 if β0 þ β1 eperð Þ þ β2 tobqð Þ þ β3 exterð Þ þ β4 govð Þ þ ε
0 otherwise

�

The variable “eper” represents the financial performance of organizations measured by
ROE, ROA, leverage and profit margin. The “tobq” variable represents the level of
economic performance. To represent external assurance, we use the variable “exter” as

Table 1 (continued)
Region N (%)

Household and personal products 1 (0.27)

Logistics 8 (2.19)

Media 3 (0.82)

Metal products 8 (2.19)

Mining 23 (6.28)

Other 24 (6.56)

Public agency 1 (0.27)

Railroad 1 (0.27)

Real estate 10 (2.73)

Retailers 5 (1.37)

Technology hardware 3 (0.82)

Telecommunications 23 (6.28)

Textiles and apparel 12 (3.28)

Tobacco 1 (0.27)

Tourism/leisure 1 (0.27)

Waste management 1 (0.27)

Water utilities 4 (1.09)

Total 366 (100)
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the commitment to external stability and assurance. Finally, the variable “gov”, used as
a feature of the company’s structure, represents the gender diversity at the management
level measured by the number of women in the board of directors and the average and
the sector. We run two logit models when dependent variables are SDGs and
EXTERNALASSU and one regression model when the dependent variable is TOBQ.

Table 3 reports the summary statistics. In particular, 71% of the organizations in the
model are private companies. Only 32% used SDGs guidelines, and 36% of organiza-
tions used external assurance. Moreover, 56.2% of the firms in the sample operate in
the manufacturing sector, while 43.8% operate in the service sector.

Results

In this section, we look at the results and findings to explain the relationship between
dependent variables and organizational factors (see Table 4). We specifically examine
the results of our hypotheses: economic performance, external assurance and the

Table 2 Description of variables and data sources

Variable Symbol Description Data
sources

Dependent variable

SDGs SDG Dummy variable equals to 1 if
company reports with addressing
SDGs, and 0 otherwise.

GRI

External assurance
statement

EXTERNALASSURANCE Dummy variable equals to 1 whether
company reports verified by an
external assurance, and 0 otherwise.

GRI

Tobin’s q TOBQ Market capitalisation/total assets. Orbis

Explanatory variables

Employees EMP Number of employees. Orbis

Asset ASSET Total assets. Orbis

Capitalisation CAP Market capitalisation. Orbis

Taxation TAX Taxation. Orbis

Ebitda EBITDA Earnings before interest, taxes,
depreciation, and amortization.

Orbis

Profit margins PM Profit margins. Orbis

ROE ROE Return on equity. Orbis

ROA ROA Return on assets. Orbis

Sector SEC Dummy variable equals to 1 whether
company is in the manufacturing sector,
and 0 otherwise.

GRI

Type of company TYPE Private company or not. GRI

Leverage LEV The ratio of total liabilities to total assets. Orbis

Female FEMALE Percentage of female members on BoD. Orbis

Age AGE The average age of members of BoD. Orbis
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characteristics of corporate governance. We used a model for each of these hypotheses.
The three models look to find the relationship between all variables and the dependent
variables. Our findings show that taxation, asset and profit margin have a significant
impact on the SDGs and economic performance (Tobin’s q). The financial performance
can be due to the use of high technology or smart marketing by these companies that
leads to higher commitment and sustainable development. Economic performance is
also important; there is a direct relationship between ROA and Tobin’s q. These results
confirm several studies in the prior literature (see, for example, Khan 2010; Cohen et al.
2012; Sharif and Rashid 2014). In line with Kuzey and Uyar (2017), the results show
that operating in the manufacturing sector has a significant positive association with the
company’s decision to report by addressing SDGs frameworks, and to adopt external
assurance statements. Also, operating in the manufacturing sector leads to a high level
of Tobin’s q.

The results on the capital and leverage show a significant and mixed relationship
with our dependent variables. Finally, regarding the management structure of compa-
nies, there is a direct relationship between gender diversity and SDGs.

In line with previous researches (Lückerath-Rovers 2013; Setó-Pamies 2015), this
study shows that having a higher percentage of women directors in the company’s
management structure is positively related to the adoption of the SDG reporting. This
means that gender diversity on the board is a determinant of SDG adoption by large
organizations in the low- and middle-income countries in Asia and Africa. Contrarily
from previous studies, the age of the company’s board of directors does not have
influences on the use of sustainability reporting.

Table 3 Summary statistics

Variable obs. Number Mean Std. dev. Min Max

SDGs 366 0.327869 0.470079 0 1

EXTERNALAS 366 0.363388 0.481634 0 1

TOBQ 268 0.801791 1.504502 0 15.52

EMP 243 27,081.65 62,661.88 3 449,296

ASSET 257 3,810,426 1.41E+07 24.81 1.99E+08

CAP 268 6933.292 18,419.16 2.35 208,120.3

TAX 247 111,637.9 305,201.7 − 516,327 2,398,744

EBITDA 221 812,117.7 1,957,500 − 131,332 1.46E+07

PM 326 15.75015 19.79561 − 84.71 90.75

ROE 328 17.15576 44.15562 − 337.94 512.68

ROA 329 4.243161 6.832613 − 13 60

SEC 365 0.561643 0.496866 0 1

TYPE 366 0.704918 0.456704 0 1

LEV 108 1.040556 0.9755352 0 5.84

FEMALE 366 0.14987 0.110712 0 1

AGE 352 58.42898 5.783419 41 71
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Discussion and Conclusions

The research contributes to the growing literature on sustainability reporting in devel-
oping economies by examining the influence of company characteristics on sustain-
ability reporting and on the adoption of external assurance statements in the company’s
sustainability report of large companies in the low- and middle-income countries in
Asia and Africa. Moreover, this study contributes to the existing literature by analysing
the relationship between sustainability reporting and firms’ economic performance.
Given the increasing relevance of sustainability reporting, this paper could support
large Asian and African companies in increasing their engagement in sustainability

Table 4 Results of statistical analysis

Variable Model 1 Model 2 Model 3

Dependent variable SDGs EXTERNALAS TOBQ

PM 0.05** − 0.11 − 0.02**
(0.04) (0.07) (0.01)

SEC 0.63* 0.82* 0.41*

(0.28) (1.02) (0.27)

ASSET 0.35** 0.03 0.15*

(0.14) (0.22) (0.15)

EBITDA − 0.001 − 0.001 0.001

(0.01) (0.01) (0.01)

EMP − 0.001* − 0.001 0.01

(0.01) (0.01) (0.01)

TAX 0.01* 0.00 0.01**

(0.02) (0.01) (0.01)

ROA 0.17 0.11 0.17**

(0.15) (0.17) (0.04)

ROE − 0.23 − 0.20 0.01

(0.15) (0.07) (0.01)

LEV − 4.94** − 0.24* − 0.25**
(2.02) (0.43) (0.11)

CAP − 0.02** 0.01 0.001**

(0.01) (0.18) (0.00)

FEM 0.3* 0.48 0.05*

(0.16) (0.19) (0.14)

AGE 0.01 0.01 0.01

(0.01) (0.01) (0.1)

Pseudo R2 0.037 0.06

p value 0.047 0.021 0.00

Standard errors in parentheses

*p value < 0.1

**p value < 0.05
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initiatives by adopting more sustainable long-term strategy and policy. The paper could
also support policymakers and other regulators to define impactful frameworks pro-
moting sustainability reporting and the use of external assurance. Finally, the empirical
findings of this research contribute to providing statistical and economical validity to
the 2018 joint initiative of the GRI and the United Nations Global Compact (UNGC)
aimed at empowering corporate actions towards achieving the United Nations SDGs.
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