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ARTICLE INFO ABSTRACT

In the last couple of decades, Environmental, Social, and Governance (ESG) has
emerged as one of the most popular non-financial performance matrix for various
governments, companies, investors, and other stakeholders around the world. Most
of the stakeholders have one common question- do companies’ ESG practices and
their disclosures have any impact on their performance specially in the context of
financial wellbeing. In the same context, this paper attempts to evaluate the ESG
disclosures and their impact on financial performance of listed companies in UAE,
a prominently progressive economy in MENA region.

To evaluate the relationship, researcher has taken a sample of 51 listed companies
on Abu Dhabi Securities Exchange over the period form 2020-2023. As the listed
companies started disclosing key ESG parameters majorly in 2020 when UAE
Securities and Commodities Authority (SCA) launched Corporate Governance Code
for listed companies and instructed them to publish an annual sustainability report.
The Empirical results of this research indicate that the Environment and Social
disclosures by UAE listed companies have a positive and significant impact on their
financial performance measured mainly in the form of return on assets and returns
on equity. Whereas Governance disclosure is found to be negatively but
insignificantly associated with companies’ financial performance. Therefore, we can
infer that in an emerging and progressive country like UAE, ESG disclosure or
reporting can help the companies to improve their financial performances.

Keywords: Environmental, Social and Governance disclosures, Financial
Performance, return on assets, returns on equity, UAE listed companies.

JEL classification: C32, G33, G34

INTRODUCTION

The preference towards Environmental, Social, and Governance (ESG) practices in the recent decades has been
significantly increased globally primarily due to push by the governments and preference of the conscious
investors and other stakeholders (Gao et al., 2022). The concept of Environmental, Social, and Governance
(ESG) came into limelight for the first time in 2004 by United Nations (UN) releasing a report titled "Who
Cares Wins" which coined the concept at international level. Since then ESG theme has grown multifold with
governments’ efforts mainly as tool to become carbon neutral with their own set of country or industry level
targets. Globally ESG has evolved today as a metric for the evaluation of companies’ activities and efforts to
safeguard environment, take care of society and govern the organisation in most fair and lawful manner
(Shakil, 2021; Gao et al., 2023).

ESG framework, which was earlier limited to governments’ economic policies, has now started making the
mark in financial markets too. ESG conscious and socially responsible, impact investors today prefer ESG active
and transparent companies over non-ESG active or companies with negative ESG impacts (Gao et al., 2023).
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Such investors’ preferences further pushed many stock exchange regulators to introduce ESG matrices for
companies to be followed. Although few countries implemented them as mandatory guidelines while a majority
of stock exchanges follow them at voluntary level. As per 2021 report by Sustainable Stock Exchange Initiative
(SSEi), 106 stock exchanges around the world have introduced ESG disclosures as voluntary guidelines while
26 exchanges made them mandatory for listed companies (SSEi, 2021).

ESG guidelines for listed companies in United Arab Emirates (UAE)

In early 2020, the UAE took the initiative to encourage companies to invest in sustainable future and began to
draft the framework for engaging UAE listed companies in ESG practices in line with UN’s Sustainable
Development Goals (SDGs) and also introduced voluntary guidelines for listed companies to report on their
ESG activities and efforts. As a result, Securities and Commodities Authority (SCA) of UAE introduced
Corporate Governance Code for listed companies and instructed them to publish an annual sustainability
report. Article 76 of the Governance Code specified that these reports should comprehensively address- how
the operational activities of the companies impact the environment, society, and the governance. They should
also showcase their constructive effects on society and the local economy. In order to develop a standardised
approach in reporting, listed companies were required to follow ESG reporting codes as notified by the Abu
Dhabi Securities Exchange (ADX) and the Dubai Financial Market which were in line with globally accepted
ESG standards.

Subsequently, ADX joined the list of partner exchanges of Sustainable Stock Exchanges (SSE) which is an
initiative of the United Nations to promote sustainability among financial markets among the member
countries. Altthough, as of today, UAE’s ESG disclosure guidelines are voluntary in nature with 31 ESG
indicators but the regulators have already initiated a discussion to make it as a mandatory practice among listed
companies. UAE’s ESG indicators are mainly aligned to Global Reporting Initiative (GRI) for the Sustainable
Development Goals (SDGs) which is a collaborative initiative of United Nations Member countries since 2015.
In the last several years, UAE has progressed significantly on ESG parameters which has drawn the attention
of Socially responsible impact investors. But all these reporting requirements are limited to publicly listed Joint
Stock Companies, whereas private enterprises are yet to be encouraged and guided in line with public listed
companies.

LITERATURE REVIEW

Sustainable Development Goals (SDG) as initiated by United Nations and supported by member countries have
boosted the socially responsible investing (SRI) and impact investing (II) preferences among investors. And as
a result, financial markets around the world are taking initiatives to implement ESG guidelines (Alsayegh,
Rahman, & Homayoun, 2020). According to an estimate, SRI and II types of investments have grown
significantly from $18.23 Trillion in 2014 to $35.3 Trillion in 2020 (Statista, 2024). The significant growth in
such ESG linked investments indicate that now a days, investors, not just look for financial gains but also
consider non-monetary performances for greater good.

Although, a majority of this growth in investments belongs to USA ($17 Tn) and Europe ($12 Tn) but countries
like Japan, Canada, New Zealand, and Australia are also on growth path. Most of the developing countries in
Asia and MENA region are in their nascent stage of ESG adoption, but ESG investors’ interests are emerging
in these markets as well. Thus, considering the growing ESG preferences, it becomes important for the
countries to prepare their financial market for ESG disclosures. It will facilitate the investors to make informed
decisions as per their preferences and align their investment portfolio to their ESG objectives.

As most of the external stakeholders are in favour of ESG efforts and disclosures but companies often ask the
question- what may be the direct and indirect benefits and disadvantages of these practices. Various previous
studies in this context, indicate that although ESG efforts and disclosure bring some additional costs to
organisations but overall it enhances the market value of the firm (Batae, et. al., 2020). It is generally observed
that most of the costs are immediate in nature while returns are mainly long term. Most of the investors who
choose to invest on the basis of ESG criteria, they tend to have more patience and are ready to sacrifice short
term profitability for long term gains (Dorfleitner, et. al. 2020). Similarly, several studies indicate that ESG
efforts and disclosures have positive impact on business development, risk mitigation and also help to achieve
higher as well sustainable returns for investors (Naeem and Cankaya, 2022).

Although many previous studies support the construct that ESG disclosures positively impact the financial
performance of companies but there are few studies which show contradictory results e.g. Farooq (2015) shown
that ESG disclosures had negative impact on financial performance of selected Indian companies particularly
in Mumbai, Maharashtra while found insignificant impact among the companies from other selected cities of
India. Buallay (2018) on the other hand, found that overall ESG scores positively associated with financial
performances of the companies in Europe. But when tested individual scores of environment, social and
governance, it was revealed that governance scores were negatively related to financial performance. Similar
findings were also reported by Shakil et. al. (2019) where the financial performance of 93 banking institutions
from developing countries were evaluated against their ESG disclosure practices. The study reported that
Environment and Social disclosures were positively associated with financial performance whereas governance
was negatively associated.
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RESEARCH METHODOLOGY

To assess the relationship between UAE listed companies’ environmental, social and governance (ESG)
disclosures and their financial performance, regression analysis was selected which was in line with Xie et al.
(2018). ESG scores were considered as independent variables and for financial performance of firms, return on
equity (ROE) and return on assets (ROA) were selected as the dependent variables. Size of the firm, age of the
firm and financial leverage of the firm were kept as control variables.

The ESG scores were sourced from Bloomberg’s proprietary thematic scores that rate the companies around
the world on the scale of 1 to 100 for their ESG disclosures and efforts. 1 being the least transparent and 100
being the most transparent for disclosing ESG to external stakeholders. There were 3 scores that were sourced
for each company namely- Environmental score, Social score, and Governance score. Similarly, for the financial
performance for same set of selected companies, return on equity (Net income divided by total equity as
percentage) and return on assets (Net income divided by total assets as percentage) were calculated and used
as dependent variables. Thus the study has adopted the following definitions of various dependent,
independent, and control variables:
Dependent, Independent and

Control Variables Definitions
ROA (Return on Assets) gi(r)rflt after Taxes (PAT) divided by total assets of the
ROE (Return on Equity) Profit after Taxes (PAT) divided by total

shareholders’ equity of the firm

Bloomberg’s proprietary thematic environment
score (between 1 and 100)

Bloomberg’s proprietary thematic social score
(between 1 and 100)

Bloomberg’s proprietary thematic governance score
(between 1 and 100)

Firm’s Environment scores

Firm’s Social scores

Firm’s Governance scores

Size of the firm log of firm’s total assets.

Age of the firm Number of years since the company listed on the
stock market.

Financial Leverage of the firm S:;lr? t; total Liabilities divided by total shareholders

Table-1: definitions of various dependent, independent, and control variables

Establishing Hypotheses

As per the outcomes of previous studies in the area of ESG disclosures and financial performance, the following
studies supported the positive relationships with different ESG discloses and financial performance
benchmarks:

Concluded relationship between ESG and
Financial Performance of firms
Carnini et. al. (2022), Dalal & Thaker (2019), | Environment disclosures are positively and

Previous studies

Friede et. al. (2015), Yu et al. (2018), significantly related to Firm’s ROE and ROA.
Hypothesis 1: Environment disclosures has positive relationship with financial performance of the
firm.

Hzia: Firms’ Environment scores have significant & positive relationship with return on equity.
H1b: Firms’ Environment scores have significant & positive relationship with return on assets.
Arx et. al. (2008), Brammer & Millington (2008),
Carnini et. al. (2022), Dalal & Thaker (2019), | Social disclosures are positively and significantly
Friede et. al. (2015), Genedy & Sakr (2017), Yu et. | related to Firm’s ROE and ROA.

al. (2018),

Hypothesis 2: Social disclosures has positive relationship with financial performance of the firm.
Hz2a: Firms’ Social scores have significant & positive relationship with return on equity.
Hz2b: Firms’ Social scores have significant & positive relationship with return on assets.

Alareeni et. al. (2020), Carnini et. al. (2022),

Dalal & Thaker (2019), Friede et. al. (2015), Goel

(2018), Yu et al. (2018),

Hypothesis 3: Governance disclosures has positive relationship with financial performance of the

firm.

Hg3a: Firms’ Governance scores have significant & positive relationship with return on equity.

Hg3b: Firms’ Governance scores have significant & positive relationship with return on assets.
Table-2: Development of Hypotheses

Governance disclosures are positively and
significantly related to Firm’s ROE and ROA.
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Regression Equation

With the help of identified dependent, independent and control variables from literature, the following two
separate regression equations were developed to test the relationship between firm’s ROA and independent
variables and firm’s ROE and independent variables.

ROA=a+B,ES+P2SS+PB3GS+ P, AG+ B LV+ P6 SZ+ € e i
ROE=a+ B, ES+P2SS+P3GS + P, AG + B LV+ B6 SZ + € cuveeneeens ii
Where as

ROA = Firm’s Return on Assets
ROE = Firm’s Return on Equity

ES = Environmental score

SS = Social score

GS = Governance score

AG = Age of the firm

LV = Financial Leverage of the firm
SZ = Size of the firm

e = error terms

a = constant

RESULTS AND ANALYSIS

Correlation analysis

Before running the regression models, the researcher tested for the correlation between various ESG disclosure
related independent variables, financial performance related dependent variables and other control variables.
The following tables summarise the correlation results:

Relationship between ESG disclosures and Return on Assets (ROA)

ROA ES SS GS AG LV SZ
Return on Assets (ROA) 1
Environmental Score (ES) 0.127 1
Social Score (SS) 0.171 0.317 1
Governance Score (GS) -0.245 |0.108 0.211 1
Firm age (AG) 0.310 -0.624 |-0.087 [-0.276 |1
Firm Leverage (LV) -0.201 [-0.278 |0.011 0.347 0.475 1
Firm Size (SZ) 0.311 -0.297 |0.320 |-0.145 [0.210 0.312 1

Table-3: ESG disclosures and Return on Assets (ROA)

Relationship between ESG disclosures and Return on Equity (ROE)

ROE ES SS GS AG LV SZ
Return on Equity (ROE) 1
Environmental Score (ES) 0.197 1
Social Score (SS) 0.296 -0.478 1
Governance Score (GS) -0.270 |-0.089 |0.317 1
Firm age (AG) 0.051 -0.513 [0.083 |0.197 1
Firm Leverage (LV) 0.314 0.597 -0.618 |-0.092 |-0.315 |1
Firm Size (SZ) -0.091 |-0.167 [0.294 [0.007 |0.219 0.421 1

Table-4: ESG disclosures and Return on Equity (ROE)

The test of correlation indicates that relationship between various ESG related independent variables and
financial performance related dependent variables. As per the results, Environment disclosure scores have
positive but slightly weak correlation with Return on Assets and Return on Equity with values of 0.127 and
0.197 respectively. Whereas Social disclosure scores also have similar positive relationships with ROA and ROE
i.e. 0.171 and 0.296. On the other hand, Governance disclosure scores were found to have negative correlation
-0.245 with ROA and -0.270 with ROE.

Therefore, we can infer that Governance disclosures seem to have negative correlation with financial
performance variables of the firm among all three ESG disclosure dimensions.

Multicollinearity
To the test the reliability of statistical inferences from the model, the independent variables’ multicollinearity
was tested through variance inflation factor (VIF) based on the equation:
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VIFq=1/(1-q)
A correlation coefficient (q) was then calculated by regressing q on the other explanatory independent and
dependent variables in the proposed regression model.

Variable Coefficient Variance Centered VIF
C 0.412143 INA
Environmental Score (ES) 0.171214 1.176417

Social Score (SS) 0.271340 1.711354
Governance Score (GS) 21.84216 2.315424

Firm age (AG) 7504421. 1.497541

Firm Leverage (LV) 3154872. 2.713257

Firm Size (SZ) 0.21461 1.682145

Table-5: Multicollinearity test
As the VIF values of all tested variables are less than 5, therefore, it can be concluded that there is no significant
multicollinearity among the variables, and they can be modelled for further analysis for reliable statistical
inferences.

Regression analysis

Before proceeding with regression analysis, two sets of estimates- fixed effects and random effects models were
analysed with Hausman test. The test condition was chosen to be at 5% significance level which means that if
the p value is less than 0.05, the fixed effects model will be used, otherwise, the random effects model will be
selected for further analysis.

Hausman Test: ESG disclosures and Return on Assets

Test Summary Cross-section random
Chi-Sq. Statistic 21.347

Chi-Sq. d.f. 8.694

Prob. 0.0823

Table-6: Hausman Test: ESG disclosures and Return on Assets

The Hausman test for ESG and ROA was found to be insignificant as the p value was above 0.05, Thus, random
effects model was chosen for evaluating the impact of ESG disclosures on Return on assets.

Hausman Test: ESG disclosures and Return on Equity

Test Summary Cross-section random
Chi-Sq. Statistic 16.73

Chi-Sq. d.f. 8.217

Prob. 0.0715

Table-7: Hausman Test: ESG disclosures and Return on Equity
Similarly when the Hausman test for ESG disclosures and Return on equity was conducted, it was found to be
insignificant (i.e. p value being greater than 0.05). Therefore, for analysing the impact of ESG disclosures on
Return of assets, random effects model need to be selected.

After conducting Hausman test, the random effect models were tested for relationships between ESG
disclosures and ROA and ROE respectively.

Regression-1: ESG disclosures and Return on Assets (Random Effects Model)

Dependent Variable: Return on Assets, Method: Least Squares, Sample: 2020-2023

Variable Coefficient |Std. Error t-Statistic Prob.
C 18.945 29.124 0.784 0.517

Environmental Score (ES) 11.547 17.564 3.14 0.001
Social Score (SS) 11.231 16.245 3.21 0.001
Governance Score (GS) -9.372 0.0010 -2.71 0.067
Firm age (AG) 0.00487 1.9874 -0.00 0.895
Firm Leverage (LV) -0.12148 0.9122 -2.19 0.008
Firm Size (SZ) -9.547 0.0004 -0.57 0.724

R-squared 0.37645

)Adjusted R-squared 0.294512

Prob (F-statistic) 0.0193214

Table-8: ESG disclosures and Return on Assets (Random Effects Model)
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The regression model-1 for testing relationship between ESG disclosures and Return on assets shows that
Adjusted R Square value defining the impact of ESG disclosures on ROA is 0.294512, which means that 1
percent change in ESG disclosures will lead to 0.29 percent change in firm’s return on assets.

The respective coefficient values of 11.547 & 11.231 and p value of 0.001 suggest that the environment and
social disclosures have positive and significant impact on return on assets. Whereas the same interpretation
cannot made in the case of governance disclosure as coefficient value for governance is negative: -9.372 which
means it shares the negative relationship with return on assets but as the p value is greater than 5% i.e. 0.067,
we cannot consider this as a significant impact.

Regression-2: for ESG disclosures and Return on equity (Random Effects Model)

Dependent Variable: Return on Equity, Method: Least Squares, Sample: 2020-2023
'Variable Coefficient [Std. Error t-Statistic Prob.
C 47.64 56.54 0.203 0.0248
Environmental Score (ES) [13.58 34.27 4.145152 0.018
Social Score (SS) 17.645 37.54 5.345144 0.006
Governance Score (GS) -17.245 53.79 -3.341254 0.0832
Firm age (AG) 28.25 73.43 0.962154 0.3971
Firm Leverage (LV) 5214.365 17.547 2.064851 0.0504
Firm Size (SZ) 1.973657 0.521 -3.02145 0.0384
R-squared 0.36124

)Adjusted R-squared 0.276548

Prob (F-statistic) 0.0174515

Table-9: ESG disclosures and Return on equity (Random Effects Model)

Similarly, The regression model-2 tests the relationship between ESG disclosures and Return on equity. From
the values of the regression coefficient in this model, it can be inferred that environment and social disclosures
have positive and significant impact on return on equity with respective coefficient values of 13.58 & 17.645
and p value of 0.018 and 0.006. Whereas governance disclosure seems to have negative relationship with
return of assets as it has negative coefficient value of -17.245 but as the p value is 0.0832 which is higher than
0.05 of testing value, we cannot consider it significant impact.

The relationship between ESG disclosures and Return on equity shows that Adjusted R Square value defining
the impact of ESG disclosures on ROA is 0.276548, which means that 1 percent change in ESG disclosures will
lead to 0.2776 percent change in firm’s return on equity.

Hypotheses testing:

Thus, on the basis of the results of random effects models, we can confidently say that Environment and Social
disclosures have significant positive relationships with Return on Equity and Return of Assets. Therefore,
Hypotheses- Hia, Hib, H2a, and H2b can be accepted. Whereas, because the governance disclosures found to
be negative and insignificant in random effects models, thus we can reject the hypotheses- H3a and H3b.

Hypothesis | Hypothesized relation Results

Hia Firms’ Environment scores have significant & positive relationship Accepted
with return on equity.

Hib F1.rms Environment scores have significant & positive relationship Accepted
with return on assets.

H2 a Firms Soc1a1. scores have significant & positive relationship with Accepted
return on equity.

H2b Firms’ Social scores have significant & positive relationship with Accepted
return on assets.

H3a Firms Goverqance scores have significant & positive relationship with Rejected
return on equity.

H3b Firms’ Governance scores have significant & positive relationship with Rejected
return on assets.

CONCLUSION

The empirical results of this study conclude that companies’ environment and social disclosures have
significant and positive relationships with their financial performance. Therefore, in the context of UAE listed
companies, we can recommend that companies should focus on more environment and social disclosures to
enhance their financial performance. However, we cannot conclude the similar relationship between
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governance disclosure and firm’s financial performance as this relationship was found to be negative and
insignificant. Therefore, companies need to be cautious while being too much transparent about their
governance.

The results also suggest that companies cannot consider ESG efforts and disclosure expenses as futile. Because
environment and social disclosures have positive impact on financial performance, there would be possibilities
to earn more long term returns such ESG investments.

FUTURE DIRECTIONS

As the current study was conducted with a brief period of data and with the sample of listed companies of UAE,
the researcher suggests conducting long term and extended studies which include private enterprises also.
There will also be value in conducting comparative studies within various industries and sectors of UAE or
comparison among other countries in MENA region.

REFERENCES

1. Abbott, W. F., & Monsen, R. J. (1979). On the Measurement of Corporate Social Responsibility: Self-
Reported Disclosures as a Method of Measuring Corporate Social Involvement. Academy of Management
Journal, 22(3), 501—515.

2. Aggarwal, R,, Erel, 1., Stulz, R., & Williamson, R. (2010). Differences in Governance Practices between
U.S. and Foreign Firms: Measurement, Causes, and Consequences. The Review of Financial Studies. 23:3,
3131-3169.

3. Ahmed, B., Zada, S., Zhang, L., Sidiki, S. N., Contreras-Barraza, N., Vega-Mufioz, A., & Salazar-Sepulveda,
G. (2022). The Impact of Customer Experience and Customer Engagement on Behavioral Intentions: Does
Competitive Choices Matters?. Frontiers in Psychology, 13.

4. Alareeni, B. A., & Hamdan, A. (2020). ESG impact on performance of US S&P 500-listed firms. Corporate
Governance: The International Journal of Business in Society.

5. Albitar, K., Hussainey, K., Kolade, N., & Gerged, A. M. (2020). ESG disclosure and firm performance
before and after IR: The moderating role of governance mechanisms. International Journal of Accounting
& Information Management.

6. Al-Hadi, A., Chatterjee, B., Yaftian, A., Taylor, G. and Monzur Hasan, M. (2017). Corporate social
responsibility performance, financial distress and firm life cycle: evidence from Australia. Account
Finance [online]. Available from Internet: < http://onlinelibrary.wiley.com/doi/10.111 1/acfi.12277/full>.

7. Alsayegh, M. F., Rahman, R. A., & Homayoun, S. (2020). Corporate Economic, Environmental, and Social
Sustainability Performance Transformation through ESG Disclosure. Sustainability.

8. Arx, Urs von; Ziegler, Andreas R (2008). The effect of CSR on stock performance: New evidence for the
USA and Europe [online]. ETH Zurich Research Collection [cited 24.11.2017]. Available from internet:<
https://www.researchcollection.ethz.ch/ha ndle/20.500.11850/150469>.

9. Atkins, P. M., Marshall, B. S., & Javalgi, R. G. (1996). Happy employees lead to loyal patients. Survey of
nurses and patients shows a strong link between employee satisfaction and patient loyalty. Journal of
health care marketing, 16(4), 14—23.

10. Atle Midttun, Kristian Gautesen, Maria Gjglberg, (2006). The political economy of CSR in Western
Europe, Corporate Governance: The international journal of business in society. 6:4, 369-385. 10.
Aupperle, K. E., Carroll, A. B., & Hatfield, J. D. (1985). An empirical examination of the relationship
between corporate social responsibility and profitability. Academy of management Journal. 28:2,446-463.

11. Batae, O. M., Feleaga, L., & Dragomir, V. (2020). Environmental, social, governance (ESG), and financial
performance of European banks. Journal of Accounting and Management Information Systems, 480-501.

12. Blitz, D., & Fabozzi, F. J. (2017). Sin Stocks Revisited: Resolving the Sin Stock Anomaly. The Journal of
Portfolio Management. 44:1,105-111.

13. Brammer, S., & Millington, A. (2008). Does it pay to be different? An analysis of the relationship between
corporate social and financial performance. Strategic Management Journal, 29(12), 1325-1343.

14. Brammer, S., Brooks, C., & Pavelin, S. (2006). Corporate Social Performance and Stock Returns: UK
Evidence from Disaggregate Measures. Financial Management, 35(3), 97—-116.

15. Brenn, P. S., & Vidaver-Cohen, D. (2009). Corporate motives for social initiative: legitimacy,
sustainability, or the bottom line? Journal of Business Ethics. 87, 91109.

16. Buallay, A. (2018). Is sustainability reporting (ESG) associated with performance? Evidence from the
European banking sector. Management of Environmental Quality An International Journal.

17. Carnini Pulino, S., Ciaburri, M., Magnanelli, B. S., & Nasta, L. (2022). Does ESG Disclosure Influence Firm
Performance?. Sustainability, 14(13), 7595.

18. Chen, L., Yuan, T., Cebula, R. J., Shuangjin, W., & Foley, M. (2021). Fulfillment of ESG Responsibilities
and Firm Performance: A Zero-Sum Game or Mutually Beneficial. Sustainability, 13(19), 10954.

19. Chen, S., Song, Y., & Gao, P. (2023). Environmental, social, and governance (ESG) performance and
financial outcomes: Analyzing the impact of ESG on financial performance. Journal of environmental
management, 345, 118829. https://doi.org/10.1016



https://doi.org/10.1016

2488

Salman Abdullah S. Alshehri / Kuey, 30(6), 5777

20.
21.

22,
23.
24.
25.
26.
27.
28.
29.
30.
31.

32.
33.
34.

35-

36.

37-
38.
39.
40.

41.

42.

43.

44.

45.
46.
47.

48.

Chi, C. G., & Gursoy, D. (2009). Employee satisfaction, customer satisfaction, and financial performance:
An empirical examination. International Journal of Hospitality Management, 28(2), 245—253.

Choi, T. H., & Jung, J. (2008). Ethical Commitment, Financial Performance, and Valuation: An Empirical
Investigation of Korean Companies. Journal of Business Ethics, 81(2), 447—463.

Conseil fédéral. (2014). Ordonnance contre les rémunérations abusives dans les sociétés anonymes cotées
en bourse. Retrieved from https://www.admin.ch/opc/fr/classifiedco mpilation/20132519/index.html.
Crane, A., D., Matten & L., Spence (2014). Corporate Social Responsibility: Readings and Cases in a Global
Context. 2.ed. Milton Park: Routledge. ISBN 978-0-415-68324-1.

Dalal, K., & Thaker, N. (2019). ESG and Corporate Financial Performance: A Panel Study of Indian
Companies. The IUP Journal of Corporate Governance, 18(1).

Deng, X., Kang, J.-K., & Low, B. S. (2013). Corporate social responsibility and stakeholder value
maximisation: Evidence from mergers. Journal of Financial Economics, 110(1), 87—109.

Dimitris M. (2016). Integrating ESG into Factor Portfolios. Available from internet:<
https://www.msci.com/www/blogcontributors/dimitris-melas/0135882678>.

Dorfleitner, G., Kreuzer, C., & Sparrer, C. (2020). ESG controversies and controversial ESG: about silent
saints and small sinners. Journal of Asset Management, 393—412.

Drempetic, S., Klein, C., & Zwergel, B. (2019). The Influence of Firm Size on the ESG Score: Corporate
Sustainability Ratings Under Review. Journal of Business Ethics, 1—28.

Duuren, E. V., Plantinga, A., & Scholtens, B. (2015). ESG Integration and the Investment Management
Process: Fundamental Investing Reinvented. Journal of Business Ethics, 138(3), 525—-533.

Eccles, R. G., Serafeim, G., & Krzus, M. P. (2011). Market Interest in Nonfinancial Information. Journal of
Applied Corporate Finance, 23(4), 113—127.

EKlof, J., Podkorytova, O., & Malova, A. (2018). Linking customer satisfaction with financial performance:
an empirical study of Scandinavian banks. Total Quality Management & Business Excellence, 1—19.

El Ghoul, S., Guedhami, O., Kwok, C. & Mishra, D. (2011). Does corporate social responsibility affect the
cost of capital? Journal of Banking & Finance. 35, 2388- 2406.

Epstein, M.J (2008). Making Sustainability Work — Best practices in managing and measuring corporate
social, environmental and economic impacts. UK: Greenleaf Publishing.

Erhardt, N. L., Werbel, J. D., & Shrader, C. B. (2003). Board of Director Diversity and Firm Financial
Performance. Corporate Governance, 11(2), 102—111.

Erragragui, E. (2017). Do creditors price firms’ environmental, social and governance risks? Research in
International Business and Finance [online]. Available from internet:<
https://www.sciencedirect.com/science/art icle/pii/S0275531917304555>.

Escrig-Olmedo, E., Mufioz-Torres, M. J., & Fernandez-Izquierdo, M. A. (2010). Socially responsible
investing: sustainability indices, ESG rating and information provider agencies. International journal of
sustainable economy. 2:4, 442-461.

EUR-Lex. (2014). Directive 2014/95/UE. Retrieved from https://eurlex.europa.eu/legal-
content/FR/TXT/HTML/?uri=CELEX:32 014L0095&from=FR.

Farooq, O. (2015). Financial Centers And The Relationship Between ESG Disclosure And Firm
Performance: Evidence From An Emerging Market. Current World Environment.

Filbeck, G., & Gorman, R. F. (2004). The Relationship between the Environmental and Financial
Performance of Public Utilities. Environmental & Resource Economics, 29(2), 137— 157.

Friede, G., Busch, T., & Bassen, A. (2015). ESG and financial performance: aggregated evidence from more
than 2000 empirical studies. Journal of Sustainable Finance & Investment, 5(4), 210—233.

Genedy, A., & Sakr, A. (2017). The relationship between Corporate Social Responsibility and Corporate
Financial Performance in developing countries. Case of Egypt. International Journal of Business and
Economic Development. 5:2.

Goel, P. (2018). Implications of corporate governance on financial performance: an analytical review of
governance and social reporting reforms in India. Asian Journal of Sustainability and Social
Responsibility, 3(4).

Gregory, A., Tharyan, R., & Whittaker, J. (2014). Corporate social responsibility and firm value:
Disaggregating the effects on cash flow, risk and growth. Journal of Business Ethics. 124:4,633-657.
Guenster, N., Bauer, R., Derwall, J. & Koedjik, K. (2010). The Economic Value of Corporate Eco-Efficiency.
European Financial Management [online] [cited 22.11.2017]. Available from internet:< doi:
10.1111/j.1468-036X.2009.00532.

Harjoto, M., Laksmana, I., & Lee, R. (2015). Board Diversity and Corporate Social Responsibility. Journal
of Business Ethics, 132(4), 641-660.

Hatane, S. E. (2015). Employee Satisfaction and Performance as Intervening Variables of Learning
Organization on Financial Performance. Procedia - Social and Behavioral Sciences, 211, 619—628.
Hermalin, B. E., & Weisbach, M. S. (1991). The Effects of Board Composition and Direct Incentives on
Firm Performance. Financial Management, 20(4), 101-112.

Ho, V., H. (2016). Risk-Related Activism: The Business Case for Monitoring Nonfinancial Risk. The
Journal of Corporation Law 41:3 [online] [cited 28.11.2017]. Available from internet:<
https://ssrn.com/abstract=2478121>.



Salman Abdullah S. Alshehri / Kuey, 30(6), 5777 2489

49.

50.

51.

52.
53-
54.
55.
56.

57

58.

59.
60.

61.

62.
63.
64.
65.
66.
67.

68.

69.

70.

71.

72.

73

74.
75.
76.

77-

Hoechle, D. (2007). Robust standard errors for panel regressions with crosssectional dependence. Stata
Journal. 7:3, 281.

Horvathova, E. (2012). The impact of environmental performance on firm performance: Shortterm costs
and longterm benefits? Ecological Economics, 84, 91—97.

Hsu, F. J., & Chen, Y. (2015). Is a firm's financial risk associated with corporate social responsibility?
Management Decision 53:9, 2175-2199.

Huang, D. Z. (2021). Environmental, social and governance (ESG) activity and firm performance: A review
and consolidation. Accounting & finance, 61(1), 335-360.

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and
ownership structure. Journal of Financial Economics, 3(4), 305—360.

Junius, D., Adisurjo, A., Rijanto, Y. A., & Adelina, Y. E. (2020). The impact of ESG performance to firm
performance and market value. Jurnal Aplikasi Akuntansi, 5(1), 21-41.

Kaplan, R. S., & Norton, D. P. (1992). The Balanced Scorecard - Measures That Drive Performance.
Harvard Business Review, (January-February), 71—79.

Khan, M. A. (2022). ESG disclosure and Firm performance: A bibliometric and Meta Analysis. Research
in International Business and Finance, 101668.

King, A. A., & Lenox, M. J. (2001). Does It Really Pay to Be Green? An Empirical Study of Firm
Environmental and Financial Performance: An Empirical Study of Firm Environmental and Financial
Performance. Journal of Industrial Ecology, 5(1), 105—-116.

Koedijk, C. G., Glinster, N. K., Derwall, J. M. M., & Bauer, R. M. M. J. (2006). The Economic Value of
Corporate EcoEfficiency. European Financial Management 17:4, 679-704.

Konar, S., & Cohen, M. A. (2001). Does the Market Value Environmental Performance? Review of
Economics and Statistics, 83(2), 281-289.

Kwang-Ho Kim, MinChung Kim, CuiliQian (2015). Effects of Corporate Social Responsibility on Corporate
Financial Performance: A Competitive-Action Perspective. Journal of Management [online]. Available
from Internet: <https://doiorg.proxy.uwasa.fi/10 .1177/0149206315602530>.

Lee, C., Palmon, D. & Yezegel, A. (2016). The Corporate Social Responsibility Information Environment:
Examining the Value of Financial Analysts’ recommendations. Journal of Business Ethics [online]: 1-23.
Available from Internet: <https://doiorg.proxy.uwasa.fi/10.1007/s10551-0163197-4>.

Lee, D. and Faff, R. W. (2009), Corporate Sustainability Performance and Idiosyncratic Risk: A Global
Perspective. Financial Review. 44, 213—237.

Magnanelli, B., S. & Izzo, M., F. (2017). Corporate social performance and cost of debt: the relationship.
Social Responsibility Journal 13:2, 250-265.

Mishra, D. R. (2017). Post-innovation CSR performance and firm value. Journal of Business Ethics, 140:2,
285-306.

Mishra, S. & Modi, S.B. (2013). Positive and Negative Corporate Social Responsibility, Financial Leverage,
and Idiosyncratic Risk. Journal of Business Ethics. 117:2, 431-448.

Moskowitz, M. R. (1972). Choosing Socially Responsible Stocks. Business and Society Review, 1, 71—75.
Naeem, Nasruzzaman & Cankaya, Serkan. (2022). The impact of ESG performance over financial
performance: A study on global energy and power generation companies. International Journal of
Commerce and Finance. Vol 8, No. 1-25.

Nakao, Y., Amano, A., Matsumura, K., Genba, K., & Nakano, M. (2007). Relationship between
environmental performance and financial performance: an empirical analysis of Japanese corporations.
Business Strategy and the Environment, 16(2), 106—118.

Orens, R., Aerts, W., & Cormier, D. (2010). Web-Based Non-Financial Disclosure and Cost of Finance.
Journal of Business Finance & Accounting 379:10,1057-1093.

Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2003). Corporate Social and Financial Performance: A Meta-
Analysis. Organisation Studies, 24(3), 403—441.

Parket, 1., & Eilbirt, H. (1975). The practice of business social responsibility: the underlying factors.
Business Horizons, 18(4), 5—10.

Porter, M. E., & Linde, C. V. D. (1995). Toward a New Conception of the Environment Competitiveness
Relationship. Journal of Economic Perspectives, 9(4), 97—118.

Refinitiv. (2018). Thomson Reuters Business Classification. Retrieved from
https://www.refinitiv.com/content/dam/marketing/en_us/documents/quickreferenceguides/trbc
businessclassification-quick-guide.pdf.

Russo, M. V., & Fouts, P. A. (2010). A Resource-Based Perspective On Corporate Environmental
Performance And Profitability. Academy of Management Journal, 40(3), 534— 559.

Sahut, J. M., & Pasquini-Descomps, H. (2015). ESG impact on market performance of firms: International
Evidence. /International Management 19:2, 40-63.

Scholtens, B., & Zhou, Y. (2008). Stakeholder relations and financial performance. Sustainable
Development, 16(3), 213—232.

Schreiber, R. (2013). Corporate Social Responsibility: Options Not Included. In: Corporate Social
Responsibility, 22-27. Ed. Margaret Haerens and Lynn M. Zott. Farmington Hills, Mich. Greenhaven
Press. ISBN 978-0-7377-6652-3.



2490

Salman Abdullah S. Alshehri / Kuey, 30(6), 5777

78.

79.

8o.

81.
82.
83.

84.

85.

Sustainable Stock Exchanges Initiative (2021), Action Plan to Make Markets Climate Resilient,
https://sseinitiative.org/publication/action-plan-to-make-markets-climate-resilient-how-stock-
exchanges-can-integrate-the-tcfd-recommendations

Triyani, A., Setyahuni, S. W., & Kiryanto, K. (2020). The Effect Of Environmental, Social and Governance
(ESG) Disclosure on Firm Performance: The Role of Ceo Tenure. Jurnal Reviu Akuntansi dan Keuangan,
10(2), 261-270.

Trumpp, C., & Guenther, T. (2015). Too Little or too much? Exploring U-shaped Relationships between
Corporate Environmental Performance and Corporate Financial Performance. Business Strategy and the
Environment, 26(1), 49—68.

Vance, S. C. (1975). Are Socially Responsible Corporations Good Investment Risks?. Management Review,
64, 18—24.

Vidaver-cohen, D., & Brenn, P. S. (2015). Reputation, responsibility, and stakeholder support in
scandinavian firms: A comparative analysis. Journal of Business Ethics 127:1, 49-64.

Wasiuzzaman, S., Ibrahim, S. A., & Kawi, F. (2022). Environmental, social and governance (ESG)
disclosure and firm performance: does national culture matter?. Meditari Accountancy Research.

Xie, J., Nozawa, W., Yagi, M., Fujii, H., & Managi, S. (2018). Do environmental, social, and governance
activities improve corporate financial performance? Business Strategy and the Environment, 28(2), 286—
300.

Yu, M., & Zhao, R. (2015). Sustainability and firm valuation: an international investigation. International
Journal of Accounting & Information Management, 23(3), 289— 307.





