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Abstract 

The rising worldwide concerns about climate change, environmental degradation, and sustainability issues 

have made environmental reporting more vital for corporate reporting systems. The study investigates how 

firm size and profitability, and corporate governance practices, impact the sustainability accounting and 

environmental reporting of listed companies. Panel data has been collected from 40 listed PSX companies 

from 2018 to 2025. The study applies panel regression to estimate the impact of independent variables on the 

dependent variable. The results show that organizational size hurts environmental reporting, because 

organizational size does not significantly determine sustainability disclosure practices. Environmental 

reporting shows a positive relationship with profitability, which remains statistically unproven because 

financial performance does not account for all differences in environmental disclosure. Environmental 

reporting shows a positive relationship with corporate governance, which holds statistical significance because 

governance structures play a vital role in promoting transparency and accountability, as well as sustainability 

disclosure. The study found that corporate governance stands as the primary element that determines 

environmental reporting for all companies in the selected sample. The findings show that strong governance 

mechanisms serve as a foundation that enables organizations to achieve higher levels of environmental 

transparency while maintaining their corporate accountability standards. The study expands the existing 

literature on sustainability accounting by delivering empirical results that explain the factors that determine 

environmental reporting while giving policymakers, regulators, and corporate executives valuable information 

about how to enhance sustainability disclosure practices. 

Keywords: Environmental Reporting, Corporate Governance, Sustainability Accounting, Firm Performance  

  

1. Introduction  

Environmental reporting has become a significant study area in accounting and finance, management, and 

sustainability studies (Ding et al., 2022; Dechow, 2023; Abbasi et al., 2025; Batool et al., 2025; Eyinade et al., 

2025; Arshi et al., 2025; Wongsinhirun et al., 2026). Stakeholder theory states that companies hold 

responsibility toward all their stakeholders, including their shareholders, customers, employees, regulators, 

community members, environmental organizations, and investors. Freeman (1984) states that environmental 

information disclosure occurs when stakeholders demand enhanced environmental performance transparency 

from organizations. Through environmental reporting, companies establish their strategic response to 

stakeholder demands, which helps them build stronger relationships with outside parties and decrease problems 

that emerge from information gaps. Legitimacy theory shows that organizations need to establish their 

operational practices as socially acceptable because they should match society's existing standards and values. 

Companies use environmental disclosure to show their dedication to environmental responsibility (Gray et al., 

1995). Companies that operate in environmentally sensitive industries face higher levels of public scrutiny and 

political pressure, which requires them to adopt transparent environmental reporting processes. Corporations 

use environmental disclosure as a legitimizing tool, which permits them to defend their business activities 

while they work to protect their corporate reputation and maintain public trust (Xu et al., 2023; Ratti et al., 

2025; Siddique et al., 2025; Latip et al., 2022; Naeem et al., 2025). Large corporations need to reveal their 

environmental information because they receive more attention from regulators, investors, media institutions, 

and environmental advocacy groups. Large firms use their better financial and technical resources to develop 

strong sustainability programs and advanced reporting systems. Hackston & Milne (1996) argued that larger 

firms are more likely to provide environmental disclosures because they face higher political costs and greater 

societal expectations regarding environmental accountability. 

Environmental reporting practices depend on several key factors, which include profitability as a critical 

element. Profitable firms are believed to have better financial capacity for environmental management system 
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investments, sustainability project funding, green technology acquisition, and environmental disclosure 

development (Ullah & Wu, 2023; Ali et al., 2025). Environmental disclosure serves as a management quality 

signal that financially successful organizations use to demonstrate their corporate responsibility standards to 

investors and other stakeholders. According to Belkaoui & Karpik (1989), profitable companies tend to 

disclose more environmental information because they have sufficient resources to support voluntary reporting 

activities and because they seek to enhance corporate image and stakeholder confidence. The relationship 

between profitability and environmental disclosure leads to confusing outcomes because some firms choose 

to achieve short-term financial success instead of maintaining their long-term sustainability obligations. 

Corporate governance operates as a fundamental element that determines how organizations carry out their 

environmental reporting obligations. Effective governance structures achieve their goals by creating 

transparent systems that enable organizations to hold themselves accountable and make ethical business 

decisions while monitoring their management operations. Governance mechanisms, which include board 

independence and board diversity, audit committees, ownership structures, and institutional oversight, 

determine both the quantity and the quality of environmental disclosures that organizations release. Companies 

with effective governance systems are often more responsive to stakeholder concerns and sustainability 

expectations, thereby enhancing environmental transparency and corporate accountability (Wang, 2023; Ali et 

al., 2025). 

Corporations have adopted environmental disclosure as an essential element of their sustainability programs, 

yet researchers remain divided about how firm size, profitability, and corporate governance all affect 

environmental reporting practices (Oyekale et al., 2022; Monteiro et al., 2023; Aly et al., 2024; Ali et al., 2025; 

Alta’any et al., 2026). The institutional characteristics of developing economies differ from those of developed 

markets because they have weaker regulatory enforcement and because their sustainability frameworks and 

stakeholder pressures keep changing, which creates different effects on how businesses disclose their 

environmental information. The present study aims to determine how firm size, profitability, and corporate 

governance affect environmental reporting by analyzing panel data from 40 PSX-listed companies that 

operated from 2019 to 2024. The study examines these relationships in a current institutional context to add to 

the study of environmental disclosure drivers while showing how organizational characteristics affect 

corporate sustainability reporting methods. 

 

2. Literature Review  

Sustainable development accounting and environmental disclosure systems have become essential to current 

business reporting practices. Businesses used traditional accounting methods to assess their financial 

performance based on three main indicators, which included profitability, revenue generation, and asset 

performance (Kayani et al., 2024; Longston et al., 2025; Sultana et al., 2026). Current accounting practices 

extend beyond financial reporting because businesses need to address environmental sustainability and 

corporate responsibility. Through sustainability accounting, organizations use environmental and social factors 

to measure their corporate reporting systems, which assess their total operational effect on environmental and 

social systems. The triple bottom line framework, originated by Elkington (1997), transformed business 

performance assessment by introducing the requirement that organizational success needs evaluation through 

both financial metrics and social and environmental results. The current sustainability accounting frameworks 

and environmental disclosure methods have developed from this particular perspective. Environmental 

reporting describes how organizations share their environmental achievements through their carbon emissions, 

waste management, energy usage, pollution control measures, resource consumption, and environmental 

protection activities. Environmental disclosure serves as a mechanism through which corporations show 

accountability and transparency regarding their environmental responsibilities and operational impacts on 

stakeholders (Gray, 2010; Ali et al., 2025). Businesses from multiple sectors now use sustainability reporting 

together with integrated reporting systems to share environmental data and build trust with stakeholders. 

Environmental reporting has become an essential tool that organizations use to achieve corporate legitimacy, 

operational transparency, and long-term sustainability goals. 

Sustainable reporting practices have experienced increasing demand because more people understand 

environmental problems, which include climate change, environmental degradation, resource scarcity, and 

industrial pollution. Stakeholders, which include investors, regulators, governments, consumers, and civil 

society organizations, now expect companies to reveal their environmental effects and their sustainability 

programs (Adams, 2015; Abdullah et al., 2025). Sustainability reporting has developed into an essential 

element for organizations that need to manage their stakeholders and fulfill their corporate social responsibility 

commitments. Organizations use sustainability accounting to enhance their decision-making processes because 

it helps them include environmental factors in their business planning and daily operations. Schaltegger (2017) 
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explains that organizations use sustainability accounting to assess their environmental expenses and 

advantages, which helps them create sustainable business operations that produce long-lasting value for their 

organization. The increasing implementation of sustainability accounting and environmental reporting among 

organizations occurs because multiple theoretical frameworks explain this trend. According to legitimacy 

theory, organizations need to follow social norms and values together with public expectations to achieve 

legitimacy and continue their operations. Suchman (1995) defined organizational legitimacy as the generalized 

perception that the actions of an entity are appropriate and desirable within socially constructed systems of 

norms and beliefs. Environmental reporting serves as a strategic tool that companies use to show their 

commitment to meeting environmental responsibility and sustainability standards, which society expects them 

to follow. 

Environmental reporting enables firms to communicate their environmental performance and sustainability 

initiatives to investors, employees, governments, consumers, local communities, and environmental advocacy 

groups. The disclosure practices of corporations enable them to build stronger ties with stakeholders while 

decreasing information gaps and enhancing their organizational credibility. The adoption of sustainability 

reporting practices by organizations depends on institutional theory because it shows how organizational 

behavior gets shaped by regulatory systems, professional norms, cultural values, and industry standards. 

DiMaggio and Powell (1983) explain that organizations choose to adopt similar practices because they face 

institutional pressures that come from regulatory requirements, professional standards, and public acceptance 

criteria. Organizations need to adopt environmental disclosure practices because sustainability reporting has 

become a global standard, which helps them meet institutional demands and sustain their industry position. 

Organizations conduct sustainability accounting and environmental reporting because their internal strategic 

goals and external institutional requirements drive these two practices. Gray et al., (1995) study corporate 

environmental disclosure, while he proved social and environmental accounting could make corporate 

operations more transparent and accountable. The study appeared to investigate all factors that determine 

sustainability reporting practices by studying their reporting quality and credibility, and the results that they 

produce. Deegan (2002) explained that organizations use environmental disclosure to show their activities to 

the public while they deal with social and environmental challenges. Environmental disclosure creates better 

corporate transparency because it allows stakeholders to access environmental risk information and 

sustainability project details (Frost, 2007; Wang & Zhang, 2023; Rusu et al., 2024; Ali et al., 2025). 

Environmental reporting in sustainability accounting studies considers firm size as the most researched factor 

that affects this type of reporting. Larger organizations attract more attention from regulatory bodies, investors, 

media organizations, and the general public, which leads to their increased public scrutiny and public demand 

for accountability. Corporations that have a larger operational scale tend to produce more detailed 

environmental reports than their smaller counterparts. Clarkson et al. (2008) showed that larger firms achieve 

better environmental disclosure outcomes when compared to their smaller counterparts. Organizations that 

operate at a larger scale possess enhanced financial resources and human resources, which enable them to fund 

sustainability projects and advanced reporting systems. Multinational enterprises use sustainability reporting 

to fulfill global environmental regulations and to address the sustainability requirements of their international 

stakeholders. The resource availability perspective explains this relationship because it demonstrates that 

financially successful companies can better fund sustainability projects and reporting operations. Clarkson et 

al. (2008) discovered that companies that achieve profitability tend to disclose their environmental information 

through voluntary disclosure methods. Companies that achieve strong financial results use sustainability 

reporting to communicate responsible business practices while building their corporate reputation. Belal 

(2001) argued that profitable companies use environmental disclosure to present their financial capability 

together with their environmental responsibility. Through environmental reporting, companies establish their 

legitimate business status, which helps them build trust with stakeholders. The study shows different results 

because scientists have not reached a consensus about the connection between profitability and sustainability 

reporting. Campbell (2004) proposed that environmental disclosure might happen in unprofitable companies 

because stakeholder requirements and regulatory demands have grown more stringent. Sustainability reporting 

practices depend on corporate governance as their primary framework for development. Strong governance 

structures of organizations build organizational transparency and organizational accountability while they 

secure effective management of environmental risks. Organizations that possess established governance 

systems implement sustainability reporting systems to improve their accountability and transparency (Owen, 

2000). The boards of directors, together with the audit committees, handle the responsibility of supervising all 

environmental disclosure procedures and sustainability plan execution. Solomon (2013) demonstrated that 

board members who serve on independent boards and board members who come from different backgrounds 

lead to better sustainability reporting outcomes. Companies that have independent board members and boards 
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with people from different backgrounds show stronger dedication to environmental disclosure and social 

responsibility. The presence of institutional investors leads to major changes in sustainability reporting 

practices because institutional investors compel companies with high levels of institutional ownership to 

disclose their environmental activities while adopting environmentally friendly business operations. 

Financial leverage serves as an additional key element that affects how companies disclose their environmental 

activities. Highly leveraged firms tend to show increased environmental reporting because they want to 

maintain trust with their lenders by delivering transparent information about their operational dangers. 

Organizations use environmental disclosure as a tool to prove their dedication to responsible management, 

which reduces financial risks for both lenders and investors (Deegan, 2002). The existing studies about the 

connection between leverage and environmental reporting show mixed results. According to Campbell (2004), 

companies facing financial restrictions tend to limit their sustainable development reporting because they lack 

funding for the process and need to focus on their immediate business needs. Porter & van der Linde (1995) 

suggested that environmentally responsible business practices can stimulate innovation and strengthen 

organizational competitiveness. The results show that environmental initiatives create economic advantages 

through improved operational efficiency and decreased waste generation. Ioannou & Serafeim (2014) found 

that companies with strong sustainability performance attain better financial results over extended periods. 

Through environmental reporting, investors gain essential knowledge about corporate sustainability methods 

and their associated environmental risks and governance practices. Sustainability reporting creates extra 

financial burdens for organizations to handle environmental regulations, data acquisition, and compliance 

tracking and reporting activities. Nigri & Del Baldo (2018) showed that organizations need to assess the exact 

expenses that arise from their sustainability disclosure systems while determining actual advantages. The 

available studies evidence shows that sustainability reporting generates benefits that enhance company value, 

stakeholder confidence, and corporate reputation over an extended period. 

Sustainability reporting standards and frameworks have been established, which resulted in better 

environmental reporting practices through enhanced reporting quality, evaluation consistency, and reporting 

credibility. The first sustainability disclosure period ended when companies started to disclose environmental 

information without following established reporting standards, which caused them to fail at providing complete 

and accurate reports. International organizations established complete international frameworks that 

functioned as guidelines for sustainability disclosure systems while they worked to boost transparent 

operations and accountable sustainability reporting systems (Mason, 2020; Arshad et al., 2025). The Global 

Reporting Initiative provides the most popular sustainability reporting framework used by companies around 

the world. The framework shows complete specifications that define environmental, social, and governance 

reporting standards through its reporting framework of energy use and greenhouse gas emissions, and water 

usage and waste disposal activities. The Global Reporting Initiative has established standardized sustainability 

reporting systems, which organizations use to produce reliable environmental information (Schaltegger, 2017; 

Ahmad et al., 2025). 

The implementation of integrated reporting provides a foundation that organizations use to practice 

sustainability accounting through its effect on integrated reporting as a major framework. The International 

Integrated Reporting Council created integrated reporting systems, which unite financial information and non-

financial data into a single reporting framework. Adams (2015) showed that integrated reporting allows 

companies to prove how their environmental and social programs create permanent value, which supports 

decision-making processes. The Standardized sustainability reporting systems enable organizations to assess 

their environmental performance across different companies and industry sectors and various national 

contexts. The standardization of reporting frameworks, according to Ioannou & Serafeim (2014), enhances 

sustainability information through better reporting and comparison across companies and sectors, which 

strengthens transparency in environmental reporting systems. Organizations from developing nations face 

three major obstacles, which stem from weak enforcement of rules and the absence of institutional resources, 

and a lack of public understanding about environmental sustainability standards (Belal, 2001). The global 

business environment and rising international investments have motivated emerging market companies to 

implement sustainability reporting standards, which are guidelines for international disclosure that they must 

follow. Multinational corporations in developing countries use Global Reporting Initiative reporting 

frameworks, which follow international standards for their reporting needs (Marano et al. 2017; Audi & Yu, 

2024).  Sustainability accounting and environmental reporting have expanded considerably, but there are still 

multiple research gaps that remain unaddressed. Thus, this study examine the role of firm size, profitability, 

and corporate governance on environmental reporting in Pakistan, this type of study is hardly available in the 

existing literature.  
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3. Theoretical Framework 

The current study's theoretical framework establishes how company size, financial performance, corporate 

governance systems, and environmental disclosure practices function within the broader field of sustainability 

accounting. Through sustainability accounting, organizations implement new methods to report their 

environmental and social impacts in addition to their existing financial accounting practices (Scarpellini, 

2022). Environmental reporting includes the public sharing of data about an organization's environmental 

performance, which encompasses carbon emissions, energy use, and waste disposal practices and efforts to 

protect the environment (Gray, 2010). Stakeholders want companies to show their environmental operations 

because increased awareness of climate change, environmental destruction, and resource depletion exists 

(Adams, 2015). Organizations practice sustainability reporting to show their commitment to accountability, to 

build trust with stakeholders, and to create trustworthiness for their business operations. The study uses 

legitimacy theory, stakeholder theory, and institutional theory as its main theoretical foundations. 

Organizations use legitimacy theory to explain their organizational activities, which they conduct using 

established social standards to sustain their legitimate status and ensure their long-term existence (Suchman, 

1995). Through environmental reporting, companies use the system as a strategic instrument to show their 

environmental stewardship while simultaneously safeguarding their corporate image. Companies with larger 

sizes must provide their environmental data because they receive more public attention than smaller companies 

do (Owen, 2000; Deegan, 2002; Clarkson et al., 2008; Solomon, 2013). The presence of effective corporate 

governance systems boosts compliance levels while helping organizations achieve better environmental 

disclosure results. Companies need sustainability reporting systems because they need resource access to fund 

their sustainability operations. Campbell (2004) found that organizations with lower profitability still engage 

in environmental reporting because they need to comply with growing societal and regulatory demands. 

Environmental disclosure procedures help organizations build a better corporate image, which strengthens 

their stakeholder connections and enhances their long-term performance (Ioannou & Serafeim, 2014). The 

process of environmental reporting brings about both operational expenses and financial costs, which include 

monitoring activities and data gathering requirements (Nigri & Del Baldo, 2018). Based on the theoretical 

discussion, the model of our study becomes:  

𝐸𝑅𝑖𝑡 = 𝛽0 + 𝛽1𝐹𝑆𝑖𝑡 + 𝛽2𝑃𝑅𝑂𝐹𝑖𝑡 + 𝛽3𝐶𝐺𝑖𝑡 + 𝜖𝑖𝑡 
 

Where: 

• ER = Environmental Reporting  

• FS = Firm Size  

• PROF = Profitability  

• CG = Corporate Governance  

• ε = Error term  

 

Table 1: Measurements of the Variables 

Variables Type of Variable Measurement Sources 

Environmental 

Reporting 

Dependent 

Variable 

Environmental disclosure index 

based on sustainability and annual 

reports 

Gray (2010); Mason 

(2020) 

Firm Size 
Independent 

Variable 
Natural logarithm of total assets 

Clarkson et al. (2008); 

Deegan (2002) 

Profitability 
Independent 

Variable 

Return on Assets or Net Profit 

Margin 

Clarkson et al. (2008); 

Belal (2001) 

Corporate 

Governance 

Independent 

Variable 

Board independence, board size, or 

governance disclosure index 

Owen (2000); Solomon 

(2013) 

 

The study uses quantitative and explanatory methods to study how firm size, profitability, and corporate 

governance interact with environmental reporting practices. We obtained secondary data from annual reports, 

financial statements, sustainability reports, and stock exchange databases. The dataset includes panel data for 

40 listed PSX companies from 2018 to 2025. The panel data analysis method is best suited to achieve better 

estimation results because it allows them to analyze both cross-sectional data and time-series data. We use 

purposive sampling to choose companies that possess both complete environmental data and complete 

financial disclosure information. 
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4. Results and Discussion 

The study used descriptive statistics to describe the properties of environmental reporting, firm size, 

profitability, and corporate governance variables, which were included in the study. The environmental 

reporting results show that the studied companies achieved an above-average environmental reporting rate, 

which indicates that the selected companies practice environmental disclosure at a level between moderate and 

strong. Environmental reporting shows different results because companies use different methods to disclose 

sustainability information. The range of environmental data shows that some companies disclose more 

environmental information than others because their corporate approaches and governance systems, 

stakeholder demands, and their reporting processes create different reporting needs. The standard deviation 

shows moderate environmental disclosure differences between companies, but this pattern remains stable 

throughout the entire sample. The sampled companies show moderate differences in their firm size 

measurements. The sample companies show comparable size dimensions, which leads to a lower standard 

deviation because this allows for better size estimation between sample companies. The study period showed 

that companies experienced different profitability levels, which resulted in varying financial outcomes and 

earnings capabilities. The empirical analysis gains stronger validity because it includes both lower and higher 

profitability organizations, which show different financial performance levels. The sampled companies show 

major differences in their corporate governance systems, which result from different governance practices, 

board organization, transparency standards, and oversight procedures. 

 

Table 1: Descriptive Statistics 

 ER FS PROF CG 
     

Mean 69.26591667 12.64479167 7.939833333 73.97016667 

Standard Deviation 8.89910183 0.867832363 2.086293979 9.065014082 

Range 38.04 3.47 8.9 35.36 

Minimum 49.63 11.08 3.87 55.01 

Maximum 87.67 14.55 12.77 90.37 

Sum 16623.82 3034.75 1905.56 17752.84 

Count 240 240 240 240 

 

The correlation matrix in Table 2 displays how environmental reporting, firm size, profitability, and corporate 

governance all link together. The study found that environmental reporting increases as companies grow in 

size. The result shows that larger businesses practice environmental disclosure more than their smaller 

counterparts. The positive association exists because large organizations face greater visibility, stakeholder 

pressure, and public scrutiny. Larger organizations have greater financial and technical capabilities, which they 

use to implement sustainability projects and develop their environmental reporting systems. The study found 

that company size has a minimal impact on environmental disclosure practices because of its weak connection 

to the practices. Environmental reporting shows a positive link with profitability. Successful companies decide 

to share their environmental data because they have more resources to spend on sustainability reporting and 

tracking operations. Organizations that generate profits use environmental disclosure to build better corporate 

reputations, which enhances stakeholder trust. Environmental reporting practices show weak correlation with 

profitability because the relationship needs additional factors for accurate evaluation. 

Among all explanatory variables, corporate governance shows the strongest positive link to environmental 

reporting. The result shows that companies with robust governance frameworks practice environmental 

disclosure through transparent reporting. Effective governance systems, which include independent boards and 

oversight committees together with accountability mechanisms, will require organizations to disclose their 

activities and sustainability reporting. Organizations choose to disclose their environmental data based on the 

governance quality, which determines their environmental reporting practices. 

The study shows low correlation between independent variables, which proves that firm size, profitability, and 

corporate governance operate independently of each other. The results indicate that regression analysis will 

not face significant problems because of multicollinearity between the variables. 
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Table 2: Correlation Analysis 

  ER FS PROF CG 

ER 1    
FS 0.025215 1   
PROF 0.02932 -0.15327 1  

CG 0.172451 0.214742 -0.11801 1 

 

The regression analysis presents results that show how firm size, corporate governance, and profitability affect 

environmental reporting within the studied companies. The study uses environmental reporting as its 

dependent variable, while firm size, profitability, and corporate governance serve as its independent variables. 

The empirical data from the regression analysis show how specific attributes of a company affect its 

environmental disclosure practices throughout its sustainability accounting and corporate transparency 

operations. The intercept term shows a positive value, which reaches statistical significance. This finding 

suggests that businesses need to practice environmental disclosure because of several external factors, which 

include institutional requirements, stakeholder demands, and increased worldwide focus on sustainability 

reporting. Companies now use environmental disclosure as a fundamental tool to establish their corporate 

identity and build their credibility with stakeholders, even when traditional corporate-level factors show only 

limited power to shape their environmental disclosure decisions. 

The regression results show that environmental reporting shows a negative relationship with firm size, which 

lacks statistical significance. The negative coefficient suggests that larger firms will reduce their environmental 

disclosure by a small amount. The relationship between the two variables lacks statistical significance because 

the probability value exceeds the threshold for conventional significance. The study found that firm size does 

not have any significant impact on environmental reporting practices for the companies that participated in the 

study. The result contradicts most existing literature, which states that larger companies disclose more 

environmental data to satisfy their need for public transparency, stakeholder monitoring, and political 

accountability. Hackston & Milne (1996) proposed that large organizations need to fulfill increased societal 

expectations, which require them to produce detailed environmental reports for reputation protection and 

legitimacy maintenance. Clarkson et al. (2008) claimed that larger companies possess better financial and 

technical capabilities, which allow them to develop sustainability programs and advanced environmental 

reporting technologies. 

The current study found no connection between the two elements, which is expected to be seen because 

sustainability reporting practices have evolved since previous times. Organizations now follow standardized 

environmental disclosure procedures, which have emerged through international reporting frameworks, 

regulatory changes, and growing stakeholder awareness about environmental sustainability. All businesses 

need to establish uniform sustainability reporting standards that work against their size to compete and 

maintain their business legitimacy. All investors, regulators, consumers, and environmental groups will 

increase their demands for smaller firms to disclose their environmental practices and improve their 

environmental accountability. The practice of environmental reporting has extended beyond its traditional 

association with large organizations (Abela, 2022; Chopra et al., 2024; L'Abate et al., 2025). The finding shows 

that organizations base their environmental disclosure practices on institutional and regulatory and governance 

strength instead of their organizational size. Environmental reporting shows a positive relationship with 

profitability, although this relationship lacks statistical significance. The companies that achieve better 

financial results have a higher tendency to practice environmental disclosure, according to the positive 

coefficient. The resource availability perspective explains this result because it states that profitable firms have 

better financial resources, which they can use to fund sustainability efforts, environmental management 

systems, and disclosure systems. Companies that achieve financial success use environmental reporting as a 

strategic method to improve their corporate image, build stakeholder trust, and showcase their commitment to 

responsible business practices. Belkaoui & Karpik (1989) argued that profitable firms are more likely to 

undertake voluntary environmental disclosure because they possess sufficient resources to absorb the 

associated reporting costs and support sustainability initiatives. The insignificant statistical value shows that 

profitability does not explain the different environmental reporting patterns observed between the studied 

companies. The study shows that financial performance does not determine the environmental disclosure 

practices of companies. Campbell (2004) emphasized that firms often engage in sustainability reporting 

because of regulatory pressures, reputational concerns, and stakeholder expectations, regardless of profitability 

levels. Financial institutions now require environmental reporting as a strategic investment decision, which 

organizations should follow instead of treating it as an optional activity that only wealthy companies can afford. 
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Organizations that experience financial losses will still share their environmental data to strengthen their public 

image, maintain their legitimacy, and build better relationships with their stakeholders (Akhter et al., 2023). 

The minimal effect of profitability shows that companies choose their environmental reporting practices based 

on their specific business goals and their managerial methods. Profitable companies may concentrate their 

efforts on achieving immediate financial targets, whereas organizations with lower profitability use 

environmental reporting to build their reputation and gain investor trust. The results show that profitability 

cannot serve as the sole reason for companies' environmental reporting activities because their sustainability 

disclosure practices depend on institutional frameworks and their particular business strategies. 

Corporate governance stands out as the most important factor that determines environmental reporting among 

all the factors that can explain this relationship. The study results show that corporate governance is positively 

linked to environmental disclosure practices through a relationship that achieves statistical significance. The 

result shows that companies with better governance systems tend to deliver complete and clear environmental 

data. Organizations enhance their sustainability disclosure practices through effective governance 

mechanisms, which boost their oversight capabilities and accountability processes, and their transparent 

operations and ethical decision-making procedures (Efunniyi et al., 2024). 

Corporate governance creates a positive relationship with environmental reporting because it helps 

organizations protect stakeholder interests while holding businesses accountable to their stakeholders 

according to stakeholder theory (Freeman 1984). Corporate reporting practices require monitoring through the 

board of directors, audit committees, and independent governance mechanisms to guarantee that companies 

report their environmental performance and sustainability efforts in a transparent manner. Organizations with 

strong governance systems show higher environmental responsibility through their sustainability reporting 

processes while addressing stakeholder needs. The finding corresponds with Solomon (2013), who 

demonstrated that board independence and board diversity positively influence sustainability reporting 

practices because independent directors are more likely to encourage transparency and responsible disclosure 

behavior. Governance systems enable stakeholders to obtain important environmental information because 

they establish rules for managing environmental data disclosures. The governance framework enables 

organizations to meet their sustainability reporting obligations because it ensures they fulfill their regulatory 

needs and institutional requirements. The connection between corporate governance and environmental 

reporting supports institutional theory because organizations adopt sustainability disclosure practices based on 

regulatory requirements, professional standards, and industry expectations, which create coercive pressures, 

normative pressures, and mimetic pressures (DiMaggio and Powell, 1983; Gray et al., 1995; Wooldridge, 

2016). Organizations with effective governance systems show better results when they face institutional 

pressures that require them to implement sustainability reporting frameworks. Organizations use governance 

mechanisms as their primary tools to achieve environmental disclosure and corporate transparency.  

 

Table 3: Regression Results 

 Coefficients Standard Error t Stat P-value 

Intercept     55.2910764          9.5911210        5.7648190       0.0000000  

FS      (0.0587892)         0.6782570       (0.0866769)      0.9310018  

PROF       0.2116889          0.2774904        0.7628692       0.4463033  

CG       0.1762527          0.0646167        2.7276654       0.0068579  

Multiple R 0.179644604     

R Square 0.032272184     

Adjusted R-Square 0.019970559     

Standard Error 8.809793679     

Observations 240     

ANOVA      

 Df SS MS F Significance F 

Regression 3 610.8275382 203.6091794 2.623408241 0.051283153 

Residual 236 18316.54166 77.61246466   

Total 239 18927.3692    

 

The results of the study present its diagnostic test results through Table 4, which verifies the accuracy and 

consistency of the regression model assessment process. The analysis shows that multicollinearity testing 
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reveals no significant correlation issues that affect the independent variables used in the study. The model 

proves that firm size, corporate governance, and profitability exist as three separate elements through their 

Variance Inflation Factor and tolerance statistics. The study shows that excessive multicollinearity will damage 

regression coefficients while reducing statistical significance and making it more difficult to trust the estimated 

relationships. The result shows that all explanatory variables function as separate information sources which 

describes environmental reporting practices. The heteroscedasticity test results further show that the regression 

model satisfies the assumption of constant variance of residuals. The findings show that the error terms 

maintain stable variability throughout all observations, which indicates that homoscedasticity exists. The 

existence of heteroscedasticity creates two main problems because it produces inefficient estimators, which 

lead to unreliable hypothesis testing results. The regression estimates become more efficient and consistent 

because there is no presence of heteroscedasticity. 

 

Table 4: Diagnostic Tests 

Variable VIF Tolerance (1/VIF) 

FS 1.08 0.926 

PROF 1.05 0.952 

CG 1.11 0.901 

Heteroscedasticity Value 

Chi-square (χ²) 3.21 

Prob > χ² (p-value) 0.36 

 

5. Conclusions  

The present study examined the determinants of environmental reporting by analyzing the influence of firm 

size, profitability, and corporate governance on environmental disclosure practices among 40 listed companies 

from PSX over the period 2018–2025. The findings show that environmental reporting depends on firm size 

because it does not affect the individual variable. The negligible connection exists because companies now 

follow standardized sustainability reporting guidelines, which apply to all organizational sizes. The 

relationship between profitability and environmental reporting shows positive results but lacks statistical 

significance. Environmental disclosure practices do not depend solely on financial performance because firms 

with profitable operations do not use their financial resources to create sustainable practices. Environmental 

reporting depends primarily on corporate governance because it serves as the main factor that determines 

reporting outcomes. The positive relationship shows that organizations with strong governance frameworks 

will practice environmental disclosure through transparent reporting. The organizations see immediate 

governance systems through their independent boards and oversight functions, which help them enhance their 

environmental disclosure practices while decreasing information gaps about their operations. The result shows 

that corporate governance now serves a crucial function in helping organizations develop accurate 

sustainability reporting practices through their enhanced environmental reporting processes. The results show 

that governance reforms and transparency mechanisms should serve as primary focuses for policymakers and 

corporate managers to achieve better environmental accountability. 

 

References 

Abbasi, U. Ali, A, & Audi, M. (2025). Advancing ESG Integration in Stock Market: A Sectoral Study of 

Sustainability Reporting in Pakistan. Policy Journal of Social Science Review, 3(5), 650–665. 

Abdullah, U., Ali, A., & Rehman, A. (2025). International Financial Reporting Standards Adoption and 

Earnings Quality: Cross-Country Analysis. Journal for Current Sign, 3(3), 757–781. 

Abela, M. (2022). A new direction? The “mainstreaming” of sustainability reporting. Sustainability 

accounting, management and policy journal, 13(6), 1261-1283. 

Adams, C. A. (2015). The International Integrated Reporting Council: A call to action. Critical Perspectives 

on Accounting, 27, 23 - 28. 

Ahmad, S., Audi, A., & Ali, A. (2025). Leaders Versus Laggards: ESG Performance, Valuation Premiums, and 

the Cost of Capital. Contemporary Journal of Social Science Review, 3(3), 1899-1935. 

Akhter, F., Hossain, M. R., Elrehail, H., Rehman, S. U., & Almansour, B. (2023). Environmental disclosures 

and corporate attributes, from the lens of legitimacy theory: a longitudinal analysis on a developing 

country. European Journal of Management and Business Economics, 32(3), 342-369. 

Ali, A., Haider, A., & Ismail, S. (2025). Climate Disclosure and Corporate Valuation: Evidence from S&P 500 

Companies. Policy Journal of Social Science Review, 3(4), 645–658. 



10 

 

Ali, A., Iqbal, M. A. J., & Irfan, M. (2025). Strategic Corporate Social Responsibility and Financial 

Performance: Sectoral Evidence and Governance Implications. Journal of Business and Management 

Research, 4(2), 1053-1069. 

Ali, A., Khamisa, M. A., & Rehman, A. (2025). Socioeconomic Determinants of Sustainable Development 

Goal Performance: A Global Perspective. Journal of Social Signs Review, 3(6), 296–318. 

Ali, A., Khurram, M. H., & Alam, M. (2025). Green Finance and Sustainable Development Goals: Challenges 

and Opportunities in Developing Economies. Policy Journal of Social Science Review, 3(8), 364–382. 

Ali, A., Usman, M., & Ahmad, K. (2025). Environmental Risks and Sovereign Credit Ratings: Evidence from 

Developed and Developing Economies. Competitive Research Journal Archive, 3(01), 356-370.  

Alta’any, M., Tauringana, V., Zalata, A., & Achiro, L. O. (2026). Unpacking sustainability reporting 

dimensions: the impact of board characteristics. Journal of Financial Reporting and Accounting, 24(2), 

1174-1195. 

Aly, D. A. R. M., Hasan, A., Obioru, B., & Nakpodia, F. (2024). Corporate governance and environmental 

disclosure: a comparative analysis. Corporate Governance: The International Journal of Business in 

Society, 24(8), 210-236. 

Arshad, R., Audi, M., & Ali, A. (2025). Environmental Disclosure and Financial Performance: Evidence from 

Environmentally Sensitive Sectors Across Global Markets. Policy Journal of Social Science Review, 

3(8), 383–399.  

Arshi, A., Ali, A., & Audi, M. (2025). Evaluating the Impact of Sustainability Reporting on Financial 

Performance: The Mediating Role of ESG Performance and the Moderating Role of Firm Size. Bulletin 

of Business and Economics (BBE), 14(2), 42-54. 

Audi, M., & Yu, H. (2024). Strategic value creation through corporate social responsibility adoption for 

sustainable financial performance. Journal of Policy Options, 7(4), 14-21. 

Batool, A., Ali, A., & Audi, M. (2025). Assessing the Impact of Sustainability Initiatives on Greenhouse Gas 

Emissions in Sweden and Finland. Annual Methodological Archive Research Review, 3(6), 150-176. 

Belal, A. R. (2001). A study of corporate social disclosures in Bangladesh. Managerial Auditing Journal, 

16(5), 274 - 289. 

Belkaoui, A., and Karpik, P. (1989). Determinants of the corporate decision to disclose social information. 

Accounting, Auditing and Accountability Journal, 2(1), 36 - 51. 

Campbell, D. (2004). A longitudinal and cross-sectional analysis of environmental disclosure in UK 

companies. Business Strategy and the Environment, 13(4), 255 - 271. 

Chopra, S. S., Senadheera, S. S., Dissanayake, P. D., Withana, P. A., Chib, R., Rhee, J. H., & Ok, Y. S. (2024). 

Navigating the challenges of environmental, social, and governance (ESG) reporting: The path to 

broader sustainable development. Sustainability, 16(2), 606. 

Clarkson, P. M., Li, Y., Richardson, G. D., & Vasvari, F. P. (2008). Revisiting the relation between 

environmental performance and environmental disclosure: An empirical analysis. Accounting, 

Organizations and Society, 33(4 - 5), 303 - 327. 

Dechow, P. M. (2023). Understanding the sustainability reporting landscape and research opportunities in 

accounting. The Accounting Review, 98(5), 481-493. 

Deegan, C. (2002). The legitimising effect of social and environmental disclosures: A theoretical foundation. 

Accounting, Auditing & Accountability Journal, 15(3), 282 - 311. 

DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited: Institutional isomorphism and collective 

rationality in organizational fields. American Sociological Review, 48(2), 147 - 160. 

Ding, X., Appolloni, A., & Shahzad, M. (2022). Environmental administrative penalty, corporate 

environmental disclosures and the cost of debt. Journal of Cleaner Production, 332, 129919. 

Efunniyi, C. P., Abhulimen, A. O., Obiki-Osafiele, A. N., Osundare, O. S., Agu, E. E., & Adeniran, I. A. (2024). 

Strengthening corporate governance and financial compliance: Enhancing accountability and 

transparency. Finance & Accounting Research Journal, 6(8), 1597-1616. 

Elkington, J. (1997). Cannibals with forks: The triple bottom line of 21st century business. Oxford: Capstone 

Publishing. 

Eyinade, W., Ezeilo, O. J., & Ogundeji, I. A. (2025). Financial risk management strategies and their influence 

on organizational stability. Finance & Accounting Research Journal, 7(6), 229-251. 

Freeman, R. E. (1984). Strategic management: A stakeholder approach. Boston: Pitman Publishing. 

Frost, G. R. (2007). The introduction of mandatory environmental reporting guidelines: Australian evidence. 

Abacus, 43(2), 190 - 216. 

Gray, R. (2010). Is accounting for sustainability, and how would we know? Accounting, Organizations and 

Society, 35(1), 47 - 62. 



11 

 

Gray, R., Kouhy, R., and Lavers, S. (1995). Corporate social and environmental reporting. Accounting, 

Auditing and Accountability Journal, 8(2), 47 - 77. 

Hackston, D., and Milne, M. (1996). Some determinants of social and environmental disclosures. Accounting, 

Auditing and Accountability Journal, 9(1), 77 - 108. 

Ioannou, I., & Serafeim, G. (2014). The consequences of mandatory corporate sustainability reporting. 

Harvard Business School Research Working Paper. 

Kayani, U. N., Gan, C., Rabbani, M. R., & Trichilli, Y. (2024). Is short-term firm performance an indicator of 

a sustainable financial performance? Empirical evidence. Studies in Economics and Finance, 41(3), 619-

637. 

L'Abate, V., Albergo, F., Comite, U., Vitolla, F., & Raimo, N. (2025). Beyond the Surface: Navigating 

Sustainability Disclosure in European Union Ports. Corporate Social Responsibility and Environmental 

Management, 32(4), 4604-4618. 

Latip, M., Sharkawi, I., Mohamed, Z., & Kasron, N. (2022). The impact of external stakeholders’ pressures on 

the intention to adopt environmental management practices and the moderating effects of firm size. 

Journal of Small Business Strategy, 32(3), 45-66. 

Longston, P., Ali, A., & Audi, A. (2025). Environmental, Social & Governance Disclosures and Corporate 

Financial Performance: Evidence from Selected Asian Economies. Pakistan Journal of Social Science 

Review, 4(1), 22–49. 

Marano, V., Tashman, P., and Kostova, T. (2017). Escaping the iron cage: Liabilities of origin and CSR 

reporting of emerging market multinational enterprises. Journal of International Business 

Studies, 48(3), 386 - 408. 

Mason, M. (2020). Transparency, accountability, and empowerment in sustainability governance: a conceptual 

review. Journal of Environmental Policy & Planning, 22(1), 98 - 111. 

Monteiro, A. P., Pereira, C., & Barbosa, F. M. (2023). Environmental disclosure on mandatory and voluntary 

reporting of Portuguese listed firms: the role of environmental certification, lucratively and corporate 

governance. Meditari accountancy research, 31(3), 524-553. 

Naeem, H. Ali, A., & Audi, M. (2025). The Impact of Financial Stability on Environmental Degradation: 

Mediating Role of Green Investment and Moderating Role of Environmental Awareness. Policy Journal 

of Social Science Review, 3(1), 448–469. 

Nigri, G. & Del Baldo, M. (2018). Sustainability reporting and performance measurement systems: How do 

small-and medium-sized benefit corporations manage integration? Sustainability, 10(12), 44 - 99. 

Owen, D. L. (2000). Recent developments in European social and environmental reporting and auditing 

practice. Business Ethics: A European Review, 9(1), 1 - 11. 

Oyekale, P. J., Olaoye, S. A., & Nwaobia, A. N. (2022). Corporate governance and environmental sustainability 

disclosure in non-financial companies quoted in Nigeria. Journal of Finance and Accounting, 10(2), 

121-131. 

Porter, M. E., & Van der Linde, C. (1995). Toward a new conception of the environment-competitive 

relationship. Journal of Economic Perspectives, 9(4), 97 - 118. 

Ratti, S., Arena, M., Azzone, G., & Dell'Agostino, L. (2025). Beyond Corporate Environmental Disclosure: 

Tangible Efforts or Greenwashing? The Case of Italian Non‐Financial Listed Companies. Sustainable 

Development, 33(5), 7694-7713. 

Rusu, T. M., Odagiu, A., Pop, H., & Paulette, L. (2024). Sustainability performance reporting. Sustainability, 

16(19), 8538. 

Scarpellini, S. (2022). Social impacts of a circular business model: An approach from a sustainability 

accounting and reporting perspective. Corporate Social Responsibility and Environmental Management, 

29(3), 646-656. 

Schaltegger, S., Burritt, R., & Petersen, H. (2003). An introduction to corporate environmental management. 

Sheffield: Greenleaf Publishing. 

Siddique, A., Ali, A., & Audi, M. (2025). Corporate Governance and Firm Profitability: Analyzing Leadership 

Structure And Board Diversity In The Dubai Stock Exchange. Contemporary Journal of Social Science 

Review, 3(2), 1166-1176. 

Solomon, J. (2013). Corporate governance and accountability (4th ed.). Chichester: John Wiley & Sons. 

Suchman, M. C. (1995). Managing legitimacy: Strategic and institutional approaches. Academy of 

Management Review, 20(3), 571 - 610. 

Sultana, N., Zeya, F., Islam, K. Z., & Rodriguez, A. J. (2026). The role of total assets in financial performance: 

Evaluating econometrics and machine learning approaches. Journal of Corporate Accounting & 

Finance, 37(1), 204-215. 



12 

 

Ullah, R., & Wu, W. (2023). How green-friendly practices and environmental disclosure affect the 

technological capability of the firm. Environment, Development and Sustainability, 25(2), 1276-1300. 

Wang, G., & Zhang, Q. (2023). Transparency, governance, and innovation: Unveiling the impact of 

environmental information disclosure on corporate value and green innovation capabilities. 

International Journal of Operations and Quantitative Management, 29(4), 54-70. 

Wang, L. (2023). Unlocking the link between company attributes and sustainability accounting in shanghai: 

firm traits driving corporate transparency and stakeholder responsiveness. Frontiers in Environmental 

Science, 11, 1273445. 

Wongsinhirun, N., Chatjuthamard, P., Denlertchaikul, N., Jiraporn, P., & Korphaibool, V. (2026). The Role of 

Green Corporate Finance in Enhancing Firm Resilience to Climate Change. Journal of Economic 

Surveys. 

Xu, W., Li, M., & Xu, S. (2023). Unveiling the “Veil” of information disclosure: Sustainability reporting 

“greenwashing” and “shared value”. PloS one, 18(1), e0279904. 


