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ABSTRACT

Purpose- Theory of sustainable economic growth scripts the foundation for the conservation
movement of planet Earth. Sustainable development, an extensively used notion, is an endeavor
to combine mounting concerns of environmental issues with rapid socioeconomic progress.
Typically, sustainability issue like corporate environmental disclosures (CED) connecting with
corporate monetary performance is an intense trigger for the researcher for guiding, motivating,
and suggesting policy designers in delineating sustainable goals and implementing strategies.
The effect of the present anthropogenic actions on the ecosystems, societies, and environments
of the forthcoming is sustainability anxiety, which ought to be mirrored in the deliberate planning
of sustainable firms. Through adopting long-term application, a more comprehensive set of
accountability aiming at ethical compliance, staffs, vicinities, and clients, such strategic objectives
are operationalized.

Design/methodology/approach- In this paper, we have mapped a gradual evolution of the
sustainability movement, their policy frameworks, and their drifts towards change, and the
outcomes of changes. Further, to aid the policy-making, for taking ecologically sustainable
strategies, we have explored the impact of corporate green disclosure activities on the financial
performance of the corporate entities from the in effect literature. To develop an association
between the sustainability practices of firms through CED and its applied impact on the firm’s
economic performance, we have searched the relevant literature.

Findings- The findings show that the CED and fiscal performance varies on firms, industries, and
countries and give a mixed result. However, due to the global green movements and increasing
angst and awareness, the gaps are gradually dwindling and driving the issue towards saturation
and institutionalization.

Originality/value- The article offers stimulating inferences for stakeholders that a desire for
sustainability compliance through green management and environmental loyalty based on social,
environmental, and human objectivity, may result in an optimistic inspiration on the firm's
economic performance.
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1. INTRODUCTION

Malthus predicted a gloomy future because of the conflict between ever-growing human beings
versus the fixed land, which means that supplies of food cannot meet the demand. The theory of
sustainable economic growth in the 1960s scripts the foundation for the preservation movement of
planet Earth, supposing that economic growth must use available natural resources in a sustainable
way (Dasgupta et al.,, 2001). And, through scrutiny informed citizens influence sustainability
(Dasgupta et al., 2001) necessitating greater information and education policies adoption (Malolitneva
and Dzhabrailov, 2020). Brundtland Report (Brundtland, 1987), originate sustainable development
concept of meeting the needs of the present without compromising the ability of future generations to
meet their own needs. Sustainability is a systems-based concept (Gray, 2010), and is constructed
upon efficient transformation process and fairness in distributive effects (Aras and Crowther, 2008). In
1989 David Pearce’s Blueprint for a Green Economy (Routledge) had suggested a new economic
policy: natural capital preservation i.e. measuring and recognizing the environment in economic
benefits, market-like mechanisms, a price imposed on pollution, and to show country's gains and
losses from natural capital within a period. As societies have slowly begun to recognize the relevance
of planetary ecological boundaries (Rockstrom et al., 2009), the discussion continues with great
concern on how to and by whom the compulsory amendments to the usual social practices would be
made. And, a social contract symbolizes a relationship that individuals or organizations freely enter
into and which can intensify the welfare of humanity through justice fairness (Rawls, 2001). Such
understanding contributes as the means for the annexation of society’s preferences into corporate
performance (Biddle et al., 1997), and meeting it successfully manifest that the organization’s purpose
is harmonious with society’s objectives. Notably, the advanced countries made it mandatory

legislations concerning social and environmental issues (Deegan, 2007).

Whilst, social attachment call for preparing approaches and strategies to the intrinsic uncertainties at
the interface between the corporate and green issues, and commercial organizations being visible
social group have a significant role to tackle the environmental challenges. Corporate green
accountability necessitates organizations to contribute to eco-friendly management, accounting
methods, and conservational proactivity which are well recognized in the literature (Gray et al., 2014;
Pechpoothong and Naenna, 2019). Corporate Environmental Disclosure (CED) has emerged in the
last few decades and the early 1970s is known as the social accounting era. Research related to
environmental accounting becoming increasingly popular for its academic and practical aspects.
However, the majority of studies provide an insight mainly from the developed economies’
perspectives (Archel et al., 2009; Newson and Deegan, 2002). Though, limited CED studies been
undertaken relating to newly industrialized or emerging economies, particularly in Asia (Liu et al.,
2011; Liu and Anbumozhi, 2009; Tang and Li, 2009; Islam and Deegan, 2008). This infers that firms in
the developed world tend to establish their environmental reporting practices voluntarily (Uwuigbe and
Uadiale, 2011), while those in the developing world leave it to the government to mandate such
practices (Azzone et al., 1996). Any firm’s environmental disclosure stratagem depends on a) the

advantage of reducing in information asymmetry of managers and shareholders and data collecting
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costs by investors (information costs) and b) environmental disclosure using costs by stakeholders
apart from shareholders from a firm’s financial circumstance landscapes (financial condition). To build
up communal bond management gives an additional environmental report to obtain cheaper capital,
or to maximize the firm’s reputation as a loyal corporate partner. CEOs identify that an
establishment’s disclosure dogma is a tactical device that delivers economic aids if coped properly.
While, firm’s pro-environment drive can facilitate objectives (Inman, 2002). There is evidence that an
open disclosure policy has a positive impact on firm value (Blacconiere and Patten, 1994; Botosan,
1997).

The paper aims to review the studies that have examined the impact of corporate environmental
disclosure (CED), and corporate financial performance to scrutinize the main findings found
concerning their relationship. This study seeks to contribute to the argument about the motives to
implement green strategies, carrying out a thorough review of the CED and economic performance
link. In our view, green strategy and disclosure should be integral of the business for stakeholders’
benefit maximization. However, this combination will be favored when regulatory authority can
motivate and the decision-makers of firms can realize the execution of environmentally friendly
strategies will assist businesses to reach a state where both the company’s financial performance and

the environmental integrity will be benefited.

The rest of this paper is organized as follows. Section 2 represents the environmental movement and
development of various concepts and institutions, forces and obstacles of CED, and ethical aspects of
CED, Section 3 and 4 demonstrate the individual and interrelated aspects of CED, economic
performance through disclosure strategies. As a final point, Section 5 provides the conclusion and

some notions for future study.

2. ENVIRONMENTALISM MOVEMENTS TO REMIND FOR ECOLOGICAL SUSTAINABILITY
DOCTRINE

Sustainable development, an extensively used notion, is an endeavor to combine mounting concerns
of environmental issues with rapid socioeconomic progress. United Nations (UN) and its technical
agencies actively led International development agenda and funds from the inception in late 1940s.
Various World Summits, Conferences addresses three magnitude of development — environmental,
social and economical. The MDGs saw the junction of development agenda of UNDP, UNEP, WHO,
UNICEF, UNESCO and other development agencies. In further strengthening equity, human rights,
and nondiscrimination globally Sustainable Development Goals (SDGs) adopted by the agencies
reflecting further increase in convergence of the development agenda (Kumar et al. 2016). Some
global environmental drives and their subsequent outcomes are a place of inspiration for the
inhabitants of planet earth. Global environmental initiatives are fuzzy before 1946, however, some
national and regional attempts were taken in different parts of the world, and it is notable to mention

that Canada and USA jointly did some activities concerning to environment protection.
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A sitting held in 1946 in London and the International Organization for Standardization (ISO)
established in February 1947. And, ISO 9000 standards are tools for the corporate entity to ensure
the quality that meet customers’ requirements. Later, in October 1948, the International Union for the
Protection of Nature (IUPN) was founded in Fontainebleau, France, and it was renamed the
International Union for Conservation of Nature and Natural Resources (IUCN) in 1956. The goal of
IUCN is to inspire, boost and assist societies internationally to conserve ecological integrity and

biodiversity, and to check the use of natural capital is equitable and ecologically sustainable.

After a long while, at Ramsar in Iran, “The Convention on Wetlands” was signed in 1971, providing the
framework for national action and global assistance for prudent use of wetlands and their resources.
The Limits to Growth of Donella Meadows (1972) shows the system’s dynamic modeling to estimate
future paths for population, production, and pollution. Consequently, the first United Nations
Conference on the Human Environment (UNCHE) was held in 1972 in Stockholm, Sweden which
steered the initiation of the United Nations Environment Program (UNEP). Development and the
environment association concept and identifying ecological degradation as the global enemy were the
most valued outcomes. At that juncture, in 1973, Prevention of Pollution from Ships (MARPOL) was
signed addressing mainly oil pollution. The international agreement CITES (The International Trade in
Endangered Species of Wild Fauna and Flora) speaks to the plight of endangered species was

accepted in Washington in 1973.

In 1978, after evolving to terms like “environment and development,” “destruction free development,”
and “environmentally sound growth” the term “eco-development” appeared in the United Nations (UN)
Environment Program review. In the following year, Long-Range Transboundary Air Pollution, a pact
was signed which encourages policy negotiation and scientific collaboration on air pollution from its
source into the atmosphere aiming at the limit and gradually reducing, and preventing air pollution.

World Commission on Environment and Development (WCED) was established in 1983 by the UN
General Assembly. ‘Our Common Future’, or Brundtland Report published in 1987 from the WCED
declaring that a tradeoff is a must between the environment and the economy and "sustainable
development” emerged to ensure enjoying comfort in the earth, development should not expire capital
of future generations. Soon after, the Montreal Protocol was signed in 1987 on substances that
deplete the ozone layer calls for phasing out production and consumption of compounds that deplete
ozone in the stratosphere. Economist David Pearce (1989) vouches for interactions among individuals,
money, and the milieu; and developed tools for identifications of conflicts of growth and ecological
quality. Besides, Basel agreement was signed up in Switzerland in 1989 on the control of

transboundary movements of hazardous wastes and their disposal.
The greatest event regarding the sustainability concern was the UN Conference on Environment and

Development (UNCED), which was held in Rio de Janeiro in June 1992, commonly known as Rio
Declaration or the first Earth Summit. Countless anxieties evolved with the issues of desertification,
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along with climate change and the loss of biodiversity were addressed in the summit which produced
the Rio Declaration on Environment and Development. While, Agenda 21, a statement on Forest
Principles, and two conventions; one on Biodiversity and another on Climate change were the other
major products from UNCED. Many civil society and citizens’ groups met in Rio and produced 46 non-
binding nature alternative agreements expressing the concern that progress on sustainability issues
will not be made only at the country level rather in the international spectacle. Subsequently, the Earth
Summit of UN Commission on Sustainable Development has set up by the United Nations to monitor
the progress of the countries’ relative to treaties made in Rio. Most countries have formed their own
National Councils to coordinate efforts between all sectors of society aimed at sustainable
development. As a part of a comprehensive strategy for sustainable development, a Convention on
Biological Diversity (CBD) was held at the 1992 Earth Summit in Rio de Janeiro, Brazil that targets
meeting the needs of generations of human beings fairly. In this pact, governments commit to
maintaining the world’s ecological foundations in economic development. Three main goals the
convention sets: biological diversity conservation, plant and animal species use sustainably, and
sharing of benefits equitably from the use of inherited capitals. Further, UN Framework Convention on
Climate Change (UNFCCC) formed as another initiative from the 1992 Earth Summit, which sets an
overall framework for intergovernmental efforts to meet the challenge of climate change. It recognizes
the climate system is a shared resource whose stability can be affected by emissions of carbon
dioxide and other greenhouse gases. Moreover, the Convention on Transboundary Effects of
Industrial Accidents was signed in 1992, aiming protecting human health and the environment from

industrial accidents.

Far along, the United Nations Convention to Combat Desertification (UNCCD) established in Paris on
17 June 1994 (active from December 1996) is the international agreement only legitimate in linking
environment and development to sustainable land-dwelling management. Likewise, to mitigate the
effects of drought through poverty reduction and conservational sustainability in the affected areas,
John Elkington (1999) introduced the Triple Bottom Line (TBL or 3BL) in a framework with three parts
of accounting- social, ecological, and financial, also known as the three Ps- people, planet, and profit

are the basics of sustainability.
After a while, the Global Reporting Initiative (GRI) created in 1997 in Boston USA, is a voluntary

organization that promotes sustainability with the attachment of CERES, UNEP, and the Tellus

Institute. A summary of GRI is shown in Fig.1.
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GRI: Outline Requirements of 2002 Guidelines |

Reporting Principles: |

Transparency; Inconclusiveness; Auditability; Completeness; Relevance; Sustainability; Context; :
Accuracy; Neutrality; Comparability; Clarity; Timelines |

Report Content :

Vision and Strategy; Profile; Governance Structure and Management Systems; GRI Index ‘
Performance Indicators (excluding ‘Additional Indicators’)

AN

Economic Performance Indicators
e Direct Impacts (Monetary flow between

Social Performance Indicators

organization and Stakeholders; Impacts of e Labor practice and decent work
the organization on the economic well- e  Human Rights
being of stakeholders) e Society

e Indirect Impacts ( Total economic impact e  Product responsibility

including externalities)

v

Environmental Performance Indicators

Materials other than water (Total materials used; Percentage of materials are wasted)

Energy (Direct energy use; Indirect energy use)

Water (total water use)

Biodiversity (Land in biodiversity-rich habitats; Major impacts on biodiversity: terrestrial,

freshwater, and marine)

e  Emissions, Effluents, and Waste (Greenhouse gas emissions; Ozone-depleting chemicals:
NOx, Sox and other; Total waste by type and destination; Discharges to water; Significant
spills)

e  Products and services (Impacts of products and services; Percentage of product reclaimable)

e  Compliance (Fines)

Fig 1. A summary of GRI (Adapted from www.globalreporting.org)

In June 23-27, 1997 on the fifth anniversary of the UNCED, the UN General Assembly sit in a special
session to assess the status of Agenda 21, and found progress “uneven” and identified trends
worsening the global environment. Further, on December 11, 1997, the Kyoto Protocol was accepted
in Kyoto, which was implemented from 2001 as the “Marrakesh Accords”, and it outlines industrial
activity as the prime cause of GHG emissions by the developed countries, hence, developed nations
must compensate under the principle of “common but distinguished responsibilities.”

Consequently, the World Summit on Sustainable Development was arranged by the UN that took
place from 26 August to 4 September 2002, in Johannesburg, South Africa. The 2002 summit is also
informally known as "Rio+10" as it was held on the 10th anniversary of the UNCED or the Earth
Summit, which promised international cooperation in decreasing world poverty, special attention for

developing nations, empowering women, and maintaining biodiversity, for a sustainable future.
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Fig 2. Map of the Environmentalism Movements

The third Earth Summit held in 2012 was aimed at reconciling the economic and environmental goals
of the global community. Hosted by Brazil in Rio de Janeiro from 13 to 22 June, Rio+20 was a follow-
up to the 1992 Earth Summit held in the same city, and the 10th anniversary of the 2002 World
Summit on Sustainable Development (WSSD) in Johannesburg. The primary result of the conference
was the nonbinding document, "The Future We Want," a 49-page work paper where the heads of
state renewed their commitment to sustainability.

Last but not least, on September 25, 2015, in United Nations Sustainable Development Summit
(UNSDS), global leaders adopted the 2030 Agenda for SD, which contains a set of 17 Sustainable
Development Goals (SDGs) to end dearth, fight inequity and discrimination, and tackle climate
change by 2030. SDGs are known as global goals, aims, and indicators for UN member states for the

next 15 years.

2.1. Forces for CED

The environmental drive of the firms is involved in two fundamental stages. The earlier one is
compliance-based or the legal concerns for enterprise environmental replies (Rosen, 2001) where
responses were more reactive to the regulatory regime. While the later one is the competitive
advantage-based opinion argues that ecology and economics are interrelated, and best
environmental display leads to above the average industry profits (Rosen, 2001). Then, better
technology and the wisdom to influence public policy are the other competitive advantage based on
environmental sustainability (Groenewegen and Vergragt, 1991; Shrivastava, 1995; Starik and Rands,
1995). Companies are expected to effectively manage their environmental performance and they are

24



International Journal of Ecology & Development

also to be accountable for this performance (Schaltegger and Burritt, 2000). Many technologically
progressed associations and non-governmental organizations (NGOs) offer innovative solutions
regarding the problem of report format, standardization, and uniformity (MacLean and Gottfrid, 2000).
ISO 14001 and European Union’s Eco-Management and Audit Scheme (EMAS) introduced the Global
Reporting Initiative (GRI), the Coalition for Environmentally Responsible Economies (CERES), the
Public Environmental Reporting Initiative (PERI), and the ICC Business Charter for Sustainable
Development (Buchholz, 1998).

Further, some complex motivations could encourage companies to disclose their environmental
information. This includes social forces, markets forces, legitimacy forces, and other forces. In social
forces, firstly social media network and media (such as TV and newspapers) and the government are
providing environmental awareness and training programs for communities for putting pressure on
companies. As well as, multi-step training programs, encouragement, and support to stimulate firms to
disclose their environmental information. Secondly, being a social enterprise the businesses must
disclose environmental information. Thirdly, the faith in the firm’s role in society and being a member
of society requires the preservation of the environment. Fourthly, religious faith shapes an ethical
creed that drives to disclose facts. Fifthly, as a social entity, company managements must have the
integrity and patriotism to inform the stakeholders, finally, CED’s motivation is to solve the problem
rather than catch the offenders. In response to market forces, there is competition in the market and
environmental disclosure can play the role in attracting consumers, shareholders, and using advanced
and modern technology in the production process encourages companies to disclose their
environmental information. Organizational legitimacy forces argue that, if the company preserves the
environment and does efforts to preserve the environment, this will encourage it to disclose its
environmental information to impress the government and the stakeholders. Importantly, to justify their
existence within the society, corporation should bear environmental responsibility and firms should
value religion, ethics, integrity, patriotism, and adopt the latest innovation in the production process.
Moreover, awareness of environmental issues is increasing and general evolution of environmental
philosophy encourages companies to make an environmental disclosure which is suggested by Gray
et al. (1996) and reinforced by de Villiers and van Staden (2007). Disclosure can materialize benefit
meaning that saving cost or increasing income. Therefore, market competition (market-company and
market-company products) drives companies to disclose environmental information- improving
profitability by increasing sales and attracting investors (Elijido-Ten et al., 2010; Ahmad and Gao,
2005; Suttipun and Stanton, 2012). Besides the government’s direct and indirect motivation and
regulation, and alternative environmental monitoring is inevitable when firms strategically disclose
green information. Being in the information age, different stakeholders prepare the disclosure on their
perspectives from asset fund reports to NGO-led critical stand explanations and expressive mass
media stories (Thomson et al., 2011). Such reports are produced by the outsiders (Shearer, 2002) to
provide a real scenario of the firm which can use for intermediation and typically embody the views of
worrying social clusters of ecological structures. And, they are creating and publishing about the
subject corporation (Dey, 2007; Thomson et al., 2011) based on open access data, with different
names and forms as social audits (Medawar, 1976), counter accounts (Gallhofer et al., 2006), and
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shadow accounts (Dey, 2007). Such types of monitoring are putting swelling pressure on firms for

governance and total environmental disclosure.

2.2. Obstacles of CED

Several obstacles exist to environmental disclosure. To be precise, to encounter uncertainty, to
maintain the legitimacy, lack of concern for CED issues, managers’ disclosure discretion (Deegan et
al., 2002), reluctance to report sensitive information (Solomon and Lewis, 2002), the possibility of
damaging a company’s reputation (Yuan et al., 2015 ) and staff shortage (Yuan et al., 2015; Suttipun
and Stanton, 2012 ), lack of regulatory requirements by the states (Jacobs and Kemp, 2002; Ahmad
et al., 2014; Ajaz and Ahmad, 2010; Suttipun and Stanton, 2012), lack of awareness and knowledge
in developing countries (Ahmad and Gao, 2005; Suttipun and Stanton, 2012), CED is an obligation for
others, fear of state agencies decisions, administrative difficulties (Suttipun and Stanton, 2012), to
avoid providing information to competitors (Solomon et al., 2002) and corporate reluctance in taking
the responsibility of the ecological impact of their events (Belal et al., 2015) are the prime

disincentives.

2.3. Ethical aspects

How corporations use reporting to make their operations more or less transparent is an issue of major
concern (Hopwood, 2009), and corporations may use environmental disclosure not for greater
transparency, but as an alternative to reduce the questions being asked of the organizations. Having
specific reporting guidelines for industries historically emitted affluence, which will have to incur these
costs and its potential disclosure, few companies disclose their expenditure (Cho and Patten, 2008),
and corporate environmental disclosure remains a largely voluntary activity (Buhr, 2007). According to
Bebbington and Gray (2000), environmental reporting is a voluntary activity, while disclosure only
reflects those environmental actions which organizations wish to release, and it is only a legitimacy
device and not an answerability appliance. In addition, Hopwood (2009, p. 437) defines the reporting
as a tactic to facilitate in constructing a new and different image of the company and aids as a thick
veil, providing a different face to the outsiders, while the true mechanisms of the organization are
protected from external view. Furthermore, the environmental disclosure is self-laudatory, with firms
disclosing positive sides of environmental performance, but little or not disclosing negative aspects
(Hughes et al., 2001; Adams, 2004; Laine, 2010; Boiral, 2013). Berman et al. (1999) found two
contrasting views i.e. managerial interest in stakeholders’ concerns and on the moral standards to
how the firm does business and their ultimate intent is strategic. Another fundamental ethical issue is
the measurement of environmental performance itself. Financial performance has a well-accepted
summary and standardized indicator such as net earnings, however, CED is still the concept of
tentative. Many dimensions including air pollution, water pollution, soil pollution, health and safety,
and unsustainable development made it composite. Besides, there is a significant managerial choice
in environmental performance indicators and measurement. Likewise, external auditing and validation
are still haphazard in many countries and the uniformity gap impedes comparisons across firms as

well as formal assessments of overall environmental performance.
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3. CORPORATE ENVIRONMENTAL DISCLOSURE (CED)

Economic markets are ever influential globally which can manifest in many ways — including in the
ecological dreadful conditions and societal injustice. Sustainability performance involves a sound
managing framework linking environmental and social management with the business, competitive
strategy, and management. And, it also requires the integration of green and social facts with
economic business evidence and sustainability reporting (Schaltegger and Wagner, 2006; Garcia-
Sanchez et al.,, 2016). CED may be one of the possible ways to re-educate markets towards
sustainability. A firm’s environmental performance reporting, like the publication of its financial
performance summary to the public at large, is known as environmental disclosure. The purpose of
CED is to pursue the corporate policies, decisions, and actions and make it obligatory to comply with
the values of society. Total disclosures of environmental (TED) information, is the sum of mandatory
environmental disclosure (MED) and voluntary environmental disclosure (VED). So, it can be said that
MED+VED = TED (Wang, 2016).

Although it is evident that companies providing environmental disclosures have been increased in
number (Deegan and Gordon, 1996), and the form of green reports (Koehler and Chang, 1999),
studies attempted to detect the factors coupled with the discrepancy in environmental disclosure
amongst firms (Hackston and Milne, 1996; Deegan and Gordon, 1996; Gray et al., 1995a; Patten,
1992; Cowen et al., 1987). Gray et al. (1995b) argue that the social-political (political economy,
legitimacy, stakeholder) theories have resulted in the most influential studies of social disclosure
which advise that corporate environmental disclosure is a function of social and/or political pressure
(Bewley and Li, 2000). More specifically about legitimacy theory, Patten (1992) argues that a
corporation’s economic legitimacy is monitored through the market while the public policy process
monitors the social legitimacy. Lindblom (1994) put forward that a corporation uses disclosure as a
device to (1) educate relevant citizens and inform about actual performance changes, (2) change
public perceptions about the organization performance, (3) deflect attention from the core issues of
concern by stressing accomplishments related to the social issues, or (4) pursue to change public
beliefs of its act (Gray et al., 1995b). Another distinct view advocates that environmental reporting is
strictly an economic decision, with management assessing the additional disclosure benefits to be
derived from costs which are determined by the explicit-implicit contractual relationships of the firm’s
stakeholders. For instance, if the information is used by outsiders against its interests, there may be a
cost from disclosure (e.g., competitors, pressure groups), and disclosure may be beneficial if the firm
can convince its investors about various aspects of its operations and performance and thus can
reduce its cost of capital, which approach has been used to clarify definite financial reporting
adoptions (Scott, 1994). For corporate environmental disclosure, Li et al. (1997) and Barth et al. (1997)
commonly suggest that firms adopt a strategic stance in disclosing (or not disclosing) environmental
liabilities, through their genuine environmental performance playing a significant role. However, the
release of green obligations as part of an overall environmental disclosure strategy of companies
which is determined by an objective of cost-benefit trade-offs. Voluntary disclosure theory (Bewley

and Li, 2000; Clarkson et al., 2008) suggests companies use the information to signal an
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unobservable proactive strategy toward environmental concerns relative to poorer performing firms,
while legitimacy theory (Cho and Patten, 2007; Deegan, 2002, 2007) argues companies use the

disclosure as a tool to reduce exposures to the social and political environment.

A diverse number of factors influence CED practices including their level and quality. Notably,
company size and industry types (Liu and Anbumozhi, 2009; Brammer and Pavelin, 2008) are the
leading roots in the level and quality of environmental disclosure in financial reporting. Industries with
excessive environmentally sensitivity, typically categorized as the gasoline, chemical, metals, and
paper (Cowen et al., 1987; Patten, 2002; Hackston and Milne, 1996; Halme and Huse, 1997), make
more comprehensive disclosures than from less naturally sensitive businesses and market consider
the implicit ecological liabilities to pulp-paper firms, chemicals, and oil refiners (Cormier and Magnan,
1997). The negative news of environmental events alike spills and disasters (Deegan et al., 2000), or
the fines and prosecutions met from environmental safety agencies (Li et al., 1997) call for CED, yet,
companies from non-environmentally sensitive industries, do not make any adjustment for potential
industry effects (Fekrat et al., 1996). And, others found that proprietary costs (leverage, productivity),
information costs, the risk (Cormier and Magnan, 2003), ownership (Cormier and Magnan, 1999) or
ownership dispersion (Ullmann, 1985; Keim 1978), societies varieties, features of country’s system
(Garcia-Sanchez et al., 2015), business’s fixed assets age (Freedman and Jaggi, 1992), company
age (Ullmann, 1985; Cowen et al., 1987) and firm processes determine the level and quality of
environmental disclosure. Likewise, a firm's financial condition, the regulatory system (Cormier and
Magnan, 2007), director ownership, government proprietorship, the board size, exposure to public
pressure (Dobler et al., 2015) governs firms’ levels of CED. The governments through regulations; the
capital provider of the companies; and the creditors who can provide economic power through debt
provision (Roberts, 1992) are the other persuading factors of CED. In addition, Media attention is
evident to relate to corporate environmental disclosures (Cormier and Gordon, 2001), and a firm's
media publicity is to some extent more valuable to the analysts than environmental disclosure (Aerts
et al., 2008).
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Fig 3. A literature-based systematic model on the determinants of environmental disclosure

Communicating through media, CED can be used to correct community misperceptions (O’'Donovan,
1999). Concurrently, various stakeholders as a part of Environmental Monitoring (EM) or on their
perspectives prepare the disclosure varying in format, ranging from asset fund reports to NGO-led
critical viewpoint explanations and expressive mass media stories (Thomson et al., 2011). Also,
based on open access data they are creating and publishing about the subject corporation (Dey, 2007;
Thomson et al., 2011) in different names and forms such as social audits (Medawar 1976), counter
accounts (Gallhofer et al., 2006), and shadow accounts (Dey, 2007), such reports are produced by
the outsiders (Shearer, 2002) provide a real scenario of the firm. Such report is used for

intermediation which typically embodies the views of worrying social clusters of ecological structures.

On the contrary, transparently reporting is an issue of major concern (Hopwood, 2009), besides, few
companies disclose their expenditure (Cho and Patten, 2008). And, CED remains largely a voluntary
activity (Buhr, 2007), while disclosing the environmental action which organizations wish (Gray, 2002)
providing a different face to the outsiders. Besides, the environmental disclosure is self-laudatory, with
firms disclosing positive sides of environmental performance, but little or not disclosing negative
aspects (Adams, 2004; Cho, 2009; Laine, 2010; Boiral, 2013). Nevertheless, due to the
inconclusiveness of CED, a body of research recommends for the in-depth query and what pushes
variances in disclosing the corporate environmental information is remains unsettled (Ingram and
Frazier, 1980; Wiseman, 1982; Freedman and Wasley, 1990; Fekrat et al., 1996; Hughes, 2000;
Hughes et al., 2001; Patten, 2002; Al-Tuwaijri et al., 2004; Cho, 2009).
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4. CORPORATE ECONOMIC PERFORMANCE

A firm’s performance can be measured on the economic performance (financial returns, market share,
and sales growth) and operational performance (aspects that relate to the improvement of process
efficiency). The economic performance of the business is mainly grounded on the profitability level
(Cowen et al., 1987) that gives the flexibility and freedom for firms to make CED (Gray et al., 1995b),
and higher-level disclosures drive towards greater profitability. In addition, analyzing the financial
performance of a business house profitability ratio is pragmatic that shows the combined effect of the
ratio of liquidity, asset management, and debt on operative consequences (Brigham and Houston,
2006). Net profit margin or return on equity can be used in measuring fiscal performance that
specifies the company's capacity to make profits after subtracting all outlays, and monetary
performance can also be measured by sales growth and cash flow/sales ratio. Additionally, economic
performance indicates a firm’s business performance in terms of return on assets (ROA), return on
investment (ROI), internal rate of return, and market share. Operational performance has been used
as an indicator of a firms’ performance whether the firms utilize its resources effectively to achieve its
objectives. Moreover, economic value added (EVA), a tool for creating assets is another leading
indicator of economic performance, is popular in corporate finance which represents an enterprise's
market value. Stern et al. (1995) defined EVA as the difference between a company’s net operating
profit after taxes and its total cost of fund i.e. equity cost and debt cost. What is more, EVA evaluates
the company’s performance with another group of companies through the comparison using
performance based on traditional accounting. Biddle et al. (1997) found that EVA may be an effective
tool for internal decision making, performance measurement, and incentive compensation. John
O'Hanlon and Ken Peasnell (1998) pointed out that the EVA index has more superior ability to explain
stock price changes than the traditional index. William P Rogerson (1997) and Ehrbar (1998) showed
a mechanism to use the EVA index into an application of a firm’s performance management includes
strategic design, capital spending choices, performance management and appraisal, reimbursement

plan, and some else.

4.1. Environmental disclosure and financial performance

Relating corporate environmental disclosures (CED) and corporate monetary performance are vital for
framing sustainable goals and implementing strategies to reach a win-win situation both for the planet
earth and for the enterprises (Pedron et al., 2021). Corporate sustainability entails the analysis of the
influences of social and eco-friendly initiatives on overall business profitability (Epstein and Roy,
2001). Affirmative approaches and strategies to the intrinsic uncertainties at the interface between the
corporate and green issues have inferences for the firm’s competitiveness (Sharma and Vredenburg,
1998; Berry and Rondinelli, 1998; Ameer and Othman, 2012). Such kind of proactive conservation
strategy shapes the firm’s affiliation with staff, fund providers, consumers, policymakers, and other
participants (Hart, 1997). Yet, firms with sufficient financial means and management competencies
can only pursue a proactive environmental strategy (Clarkson et al., 2011). Financial development
and trade openness boost the environmental quality (Sahnewaz, 2019) and less emission are

significantly associated with better financial performance (Hassan and Romilly, 2018). Improving
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profitability by increasing the scales and to attract investors to the CED strategy is worthy (Elijido-Ten
et al,, 2010; Ahmad et al., 2005; Suttipun and Stanton, 2012). Pedron et al (2021) reported that
sustainability practicing firms have higher economic performance as measured by ROA, earning
before taxation, and cash inflow. Eco-efficiency is positively related to operational performance and
open market value (Guenster et al., 2011; Soedjatmiko et al., 2021). While CED is a strategic choice
option and explicit environmental endeavors provide positive pieces of evidence (Hassan et al., 2013),
and voluntary disclosure and profitability are ominously positively correlated (Richardson and Welker,
2001; Al-Tuwaijri et al., 2004). Besides, Deegan and Gordon (1996) assume that more positive
disclosure of environmental information to the community should contribute to their economic
performance. In other words, environment disclosure is more prospective to have an optimistic effect
on the monetary performance of the current year or the following year(s) as a result of a time lag
effect on the financial performance. Likewise, reverence to human rights, culture, society as well as
product responsibility shows a substantial and positive link with the yield on equity (Chen et al., 2015 ),
and Clarkson et al. (2013), found environmental reporting to be incrementally instructive over an
alternative measure for conservational performance (TRI data) in guessing firm’s profitability and
firm’s value, and more positive disclosure quality is significantly positively associated with a firm value
(Plumlee et al., 2015). Equally, corporate governance is correlated with TED, MED, and VED and firm
value is positively connected to VED (Wang, 2016). Also, carbon facts disclosure adds positively to
enterprise value formation suggesting managers can reap more financial paybacks by disclosing more
carbon data and investing in carbon effluent management, and studies have analyzed the benefits
that carbon information disclosure brought to an enterprise is positive value creation (Saka and
Oshika, 2014; Chapple et al., 2013; Nishitani and Kokubu, 2012). As well, by using asymmetric data
and stakeholder theories, for searching the link of carbon information release of enterprises in value
creation, Li et al. (2015) investigates market liquidity and cost of equity capital and found that carbon
data revelation has a noteworthy affirmative influence on business value creation. Moreover,
environmental management behaviors can improve the relationship between the company’s
stakeholders, which in turn can help to gain environmentally friendly recognition and can improve
corporate value considerably (Hang and Chunguang, 2015). Correspondingly, environmental
enthusiasm influence a firm's capital construction, and the match between the two is connected with a
superior financial demonstration (Simerly and Li, 2000), and CED practice is indicative of a better-
managed firm and/or that the managements are positively signaling to the financial participants that
the threats linked with social and conservational issues are being well managed, (Gray, 2002). As well,
firms with a visible community accountability concert, a well social, green reporting demonstration
have improved economic performance (Richardson et al., 1999), and the better economically
performing companies do indeed manifest a healthier level of visible social obligation, social and
conservational reporting conduct (Murray et al., 2006). Further, green products, process and services
have become a central business strategy which driven by the competitive pressures and customer
requirements (Agbejule et al., 2004), and ISO 14001 certification has a positive influence on firms’

performance (Ann et al., 2006). Finally, VED is value-relevant i.e. the marketplace participants value
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voluntary release and the more a firm’s VED, is the higher value it has given stakeholders (Uyar and
Kilig, 2012).

On the contrary, economically fragile firms that acquire external finance have a higher disclosure
(Jankensgard, 2015), others opine that conservation responsiveness and financial performance are
linked positively to a certain level and then become negative (Bowman and Haire, 1975; Ulimann,
1985). In addition, the superior financial performers had higher incidences of green policies and/or
images of the conservational pledge than firms categorized as low thespians, while firms considered
as medium monetary performers had the highest frequencies of firm eco-friendly policies and/or a
report of their ecological vow (Stanwick and Stanwick, 2000; Gerged et al., 2020). And, some found
no correlation between superficial environmental disclosure and profits (Rahman et al., 2009; Cormier
and Magnan, 2007), CED is self-laudatory and promotes positive aspects only (Deegan and Gordon,
1996). Interestingly, an investigation of firms from Canada, France, and Germany (Cormier and
Magnan, 2007) using simultaneous equations approach for the searching relationship between
environmental disclosure and firm attributes and found CED does not significantly influence the stock
market valuation of a firm’s earnings. Moreover, some found that “green-behavior” has no effect on
financial return, i.e. the compensation, required by investors, and may be due to being a relatively
new concept. However, such behavior may be beneficial in terms of firming customer loyalty,
attracting new clients, improvement of the image being socially responsible (Puopolo et al., 2015;
Gerged et al., 2020; Soedjatmiko et al., 2021). In addition, some found that managers believe that
investing in environmental issues can lead to reduced profits, (Aupperle et al., 1985), and CED
practices in emerging developing economies, for instance, Malaysia, profitability is negatively linked
with the level of disclosures, which may be partially attributable to the ripeness of the reporting
practice (Smith et al., 2007).

5. CONCLUSION AND RECOMMENDATIONS

A desire for ultimate sustainability through green supervision and environmental loyalty based on
social, environmental, and human objectivity may result in an optimistic inspiration on the firm’'s
economic performance. As well, CED and corporate economic performance tradeoffs are a crying
need of the new millennium for the better and smoother future of our planet. Nevertheless, nearly all
the studies were conducted in the developed economies while quantification is limited in emerging
developing countries and very limited in developing countries. This study examined the environmental
information disclosure behaviors and its consequence on economic performance. The observed
results provide important insights into a firm’s environmental disclosure motives. We ftried to link
economic performances driven by the corporate green disclosure. At the moment, global
environmental awareness and movements are creating a common ground [i.e. publication of the
World Conservation Strategy of IUCN, (1980), Brundtland report of WCED (1987), Our Common
Future, TBL, GRI, and I1SO] for a combined effort of the more accurate and reshaped CED practices

which is reflecting in developed countries corporate arena and they are going to be well adopted
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globally. And, CED is significantly increased over time due to the increase in societal concern
involving environmental issues. To be more specific we found that the CED practice is gradually
heading towards saturation and institutionalization, and the discrepancies are dwindling progressively.
And, green disclosure practice is positively connected to corporate financial performance, with a few
exceptions. Moreover, the discrepancies, lack of transparency, self-laudatory, unwillingness to
release the total disclosure, and firms strategic posture may and should be checked and controlled by
an depth trial of their statements, through a direct engagement, or through reconstruction like that in

» o«

Adams (2004) or else through constructing “silent”, “counter” or “shadow” account, not for confronting

but for a desire to expedite physical adjustment.

Further, managers’ beliefs that investing in environmental issues can lead to reduced profits, was
challenged by stakeholders and resource-based view which claim that for obtaining goodwill,
innovation, competitive advantage, and reducing risks of future mandatory regulation firms should
engage in green activities. The literature proof an adverse link between emissions and financial
performance and a positive association between pollution prevention and firm value, though, by
satisfying interested party demands and implementing a positive strategy, firms can upgrade their
economic performance. Additionally, participatory environmental regulation and technical assistance
to encourage, assist firms in understanding and identifying the way-out are needed to address the
environmental challenges. Besides, if, the superior environmental performer can be identified and
rewarded, it can be an extensive incentive to economic gains in the form of goodwill. Furthermore,
investors and experts may consider a firm’s green involvements in forming investment strategies, and
firms with proactive conservational strategy, filling the demands of various patrons, are likely to invite

investors to buy their shares and ultimately enhance their share returns.

For future research, CED-environmental performance -firm performance and stakeholder’'s net value
creation may be a link. However, due to the lack of comprehensive and unique standards of data on
firms’ environmental statements, it will be a bit tough. The study of how firm, society, and country
characteristics are affecting the link concerning environmental management system and firm
performance may be done, though such characteristics and environmental disclosure are linked
diversely. It can analyze the link among CED, business strategy, and social strategy as a
management tool and their association in economic value creation and social well-being maximization.
The further research may investigate how not-for-profit enterprises observe sustainable practices and

their evaluation procedure as they differ from for-profit businesses.
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