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Abstract:

The growing emphasis on environmental, social, and governance (ESG) issues has
positioned sustainability reporting as a central mechanism for strengthening
stakeholder trust and organizational legitimacy. Unlike traditional disclosures
focused solely on compliance, sustainability reporting reflects a broader strategic
orientation where transparency and accountability can reinforce both corporate
image and shareholder value. This study explores the role of sustainability
reporting by synthesizing insights from prior scholarly works, corporate case
studies, and international frameworks. Adopting a qualitative literature-based
approach, the analysis applies thematic coding to classify findings into areas such
as corporate reputation, stakeholder engagement, risk management, and long-
term financial performance. Data were collected from peer-reviewed journal
articles, annual reports, and sustainability disclosures, with selection guided by
inclusion criteria that prioritized relevance, credibility, and recency. Findings
indicate that robust and credible sustainability reports serve as more than
communication tools; they operate as governance instruments that reduce
information asymmetry, strengthen legitimacy, and enhance investor confidence.
Companies that integrate sustainability disclosures into their strategic
positioning—such as Unilever and Nestlé—demonstrate stronger reputational
capital, enjoy lower capital costs, and attract long-term institutional investors.
Conversely, symbolic or superficial reporting may undermine trust and trigger
reputational risks. This study contributes theoretically by deepening the
understanding of sustainability reporting as a driver of intangible assets such as
image and reputation, while also offering practical guidance for firms aiming to
balance transparency with value creation.
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Introduction

Sustainability reporting has increasingly gained attention from various
stakeholders as a form of corporate accountability in managing environmental, social,
and governance (ESG) aspects (Eccles et al., 2014). This practice is not merely about
regulatory compliance but also reflects a company’s commitment to sustainable
https://jurnalusk ~ development (Khan et al., 2020). Sustainability reports are considered a strategic
ac.id/riwayat communication tool that strengthens transparency and accountability to the public
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(Hahn & Kiihnen, 2013). Thus, sustainability reporting plays an important role in
shaping positive perceptions of companies in the eyes of stakeholders (Cheng et al.,

2014).

Globally, growing awareness of environmental and social issues has encouraged
both investors and consumers to pay closer attention to companies’ sustainability
performance (Frias-Aceituno et al., 2014). Companies that actively prepare
sustainability reports are believed to be better at managing reputational risks and
maintaining stakeholder trust_(Michelon et al., 2015). Furthermore, sustainability
reporting can serve as a strategic differentiation tool that adds value amid intense
business competition (Luo et al., 2015). This highlights that sustainability reporting is
no longer seen as a mere administrative obligation but also as a strategic instrument in
creating competitive advantage (Lo & Sheu, 2007).
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Moreover, sustainability reporting has been shown to contribute to building a
corporate image. Comprehensive and credible reports can strengthen a company’s
legitimacy in the public eye (Gray et al., 1995). A positive image built through
sustainability practices not only increases customer loyalty but also enhances
relationships with key stakeholders (Morsing & Schultz, 2006). With a strong corporate
image, companies can more easily gain support from investors, customers, and the
broader community (Du et al., 2010).

Beyond its impact on corporate image, sustainability reporting also has significant
effects on shareholder value. Investors tend to respond positively to companies that
integrate sustainability issues into their business strategies (Fatemi et al., 2018).
Sustainability is perceived as an indicator of sound risk management and stable long-
term prospects (Ioannou & Serafeim, 2015). Therefore, companies that consistently
implement sustainability reporting tend to achieve higher market valuations and
become more attractive to institutional investors_(Clarkson et al., 2008).

The urgency of this study lies in the increasing expectations of the public and
regulators for transparent and credible sustainability reporting (Kotsantonis et al.,
2016). In an era of globalization and ESG demands, companies are required not only to
generate financial profits but also to contribute to sustainable development. Therefore,
research that examines the relationship between sustainability reporting, corporate
image, and shareholder value is crucial in providing empirical insights into the strategic
role of this practice in creating long-term value (Fernando et al., 2017).

Previous studies have shown mixed results regarding the relationship between
sustainability reporting, corporate image, and shareholder value. For example,
Michelon et al. (2015) found that the quality of sustainability disclosure is positively
associated with corporate reputation, while Clarkson et al. (2008) emphasized that only
substantive disclosures can enhance market value. Meanwhile, Fatemi et al. (2018)
highlighted that the impact of sustainability on shareholder value is highly influenced
by industry context and internal management practices. These findings indicate the
need for further research to deepen the understanding of these dynamics.

Based on the above discussion, the objective of this study is to analyze the role of
sustainability reporting in enhancing corporate image and shareholder value. This
research is expected to provide theoretical contributions to the literature on accounting
and strategic management while also offering practical implications for companies in
designing effective sustainability communication strategies. Thus, this study not only
benefits academia but also supports sustainable business practices that create added
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value for all stakeholders.
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Methods

This study employs a qualitative research approach with a literature study design.
The literature study method is chosen because it is suitable for examining the role of
sustainability reporting in enhancing corporate image and shareholder value through in-
depth reviews of previous scholarly works, academic documents, and relevant corporate
reports (Snyder, 2019). This approach allows the researcher to synthesize existing
knowledge, identify patterns and gaps, and outline future research directions (Xiao &
Watson, 2019).

Data Sources

The data in this study are drawn from various credible academic sources, including
peer-reviewed journal articles, conference proceedings, academic books, and publicly
available annual reports and sustainability reports published by corporations (Denyer &
Tranfield, 2009). Additional data also include publications from international
organizations focusing on sustainability and corporate governance practices, such as the
Global Reporting Initiative (GRI) and the OECD. This combination provides a
comprehensive and balanced perspective on the topic.

Data Collection Technique

Data collection is conducted through a systematic literature review. The researcher
searched academic databases such as Scopus, Web of Science, and Google Scholar using
keywords such as “sustainability reporting”, “corporate image”, and “shareholder value”
(Booth et al., 2016). The selection process employed inclusion criteria, such as articles
published within the last ten years, directly relevant to the research topic, and published
in peer-reviewed journals. Exclusion criteria were applied to articles with irrelevant

methodologies or unavailable full-text versions (Kitchenham & Charters, 2007).

Data Analysis Method

The data were analyzed using thematic analysis, which groups findings into major
themes such as:

1. The role of sustainability reporting in shaping corporate image
a. Transparency and accountability in corporate reporting
b. Stakeholder perception and trust-building
2. The link between corporate image and investor confidence
a. Reputation as a driver of financial performance
b. Communication strategies and brand positioning
3. Impact of sustainability reporting on shareholder value
a. Long-term value creation and firm performance
b. Risk management and competitive advantage
4. Challenges and future directions in sustainability reporting
a. Standardization of reporting frameworks (GRI, SASB, ISSB)
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b. Integration of ESG metrics into corporate governance

This analysis involves identifying, coding, and categorizing findings from prior
studies to uncover conceptual linkages and build a coherent narrative (Braun & Clarke,
2006). By adopting this method, the research not only maps existing knowledge but also
highlights areas requiring further exploration (Webster & Watson, 2002).
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Results
The Role of Sustainability Reporting in Enhancing Corporate Image

The findings indicate that sustainability reporting has evolved into a vital strategic
tool for organizations seeking to enhance both their legitimacy and their competitiveness.
Rather than being viewed merely as a regulatory obligation, companies increasingly
employ sustainability disclosures to communicate their commitment to social and
environmental responsibility, thereby strengthening their corporate image. Transparent
and consistent sustainability reporting helps corporations build trust with stakeholders,
particularly in contexts where societal concerns about climate change, ethical supply
chains, and responsible governance are high (Michelon, Pilonato, & Ricceri, 2015).

Stakeholder Trust
/ & Engagement

Sustainability Reporting Enhanced Corporate Image
(Transparency & Disclosure) (Reputation & Legitimacy)

N

Figure 1. The Role of Sustainability Reporting in Enhancing Corporate Image

A central mechanism through which sustainability reporting enhances corporate
image is its role in signaling accountability. Firms that voluntarily disclose detailed
information on carbon emissions, labor practices, and community engagement are more
likely to be perceived as socially conscious and trustworthy. This perception often
translates into enhanced reputational capital, which not only attracts consumers but also
generates goodwill among investors, regulators, and the broader public (Morsing &
Schultz, 2006). Positive reputation, in turn, provides a buffer in times of crisis, as
stakeholders are more inclined to maintain loyalty to companies with a history of
transparent communication (Du, Bhattacharya, & Sen, 2010).

The case of Unilever provides a clear illustration of this dynamic. Through its
Sustainable Living Plan, Unilever has consistently published detailed sustainability
reports that highlight measurable progress on reducing carbon emissions, improving
water efficiency, and supporting fair labor practices. Empirical studies suggest that
Unilever’s proactive sustainability disclosures have significantly contributed to its
favorable brand positioning, allowing it to differentiate itself in highly competitive
consumer goods markets (Eccles, Ioannou, & Serafeim, 2014). Importantly, the
company’s commitment to transparent reporting has also strengthened investor
confidence, with evidence showing that sustainability leaders like Unilever attract more
long-term institutional investors compared to their less transparent peers (Clarkson et
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al., 2013).

From a shareholder value perspective, sustainability reporting influences financial
performance through both risk reduction and opportunity creation. By systematically
disclosing environmental and social risks, companies reduce information asymmetry
between management and investors, which lowers capital costs_ (Dhaliwal et al., 2011). At
the same time, credible sustainability reporting signals innovation capacity and
adaptability to regulatory and market changes, attributes that are increasingly valued in
capital markets. For instance, in the banking sector, studies on European institutions
reveal that banks with high-quality sustainability disclosures experience stronger market
valuations and enjoy greater trust from depositors and investors_(Velte, 2017).
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Nonetheless, the effectiveness of sustainability reporting in enhancing corporate
image and shareholder value depends on the quality and authenticity of the disclosures.
Superficial or symbolic reporting, often referred to as “greenwashing,” can have the
opposite effect, damaging corporate credibility and eroding stakeholder trust (Cho, Laine,
Roberts, & Rodrigue, 2015). Therefore, the strategic challenge for corporations lies not
only in publishing sustainability reports but also in ensuring that these reports reflect
genuine commitments, measurable outcomes, and verifiable data.

Taken together, the analysis demonstrates that sustainability reporting, when
conducted with transparency and substance, significantly enhances corporate image and
shareholder value. Beyond its communicative function, it operates as a governance
mechanism that aligns corporate strategies with stakeholder expectations and societal
needs, ultimately contributing to long-term organizational resilience and
competitiveness.

Sustainability Reporting and Corporate Legitimacy

Sustainability reporting plays a crucial role in enhancing both corporate image and
shareholder value. By disclosing environmental, social, and governance (ESG) activities,
companies strengthen their legitimacy and demonstrate accountability to stakeholders.
This aligns with legitimacy theory, which posits that organizations must justify their
actions in line with societal expectations to maintain their social license to operate
(Suchman, 1995; Hahn & Kiihnen, 2013). Beyond legitimacy, transparent and credible
reporting builds reputation and trust, positioning firms as responsible and reliable in the
eyes of consumers, employees, and civil society (Khatri, 2023).

At the same time, sustainability reporting supports shareholder value by reducing
information asymmetry and signaling effective long-term risk management. Investors
increasingly incorporate ESG disclosures into valuation models, rewarding firms that
demonstrate credible commitments with better market valuations and lower capital costs
(Friede, Busch, & Bassen, 2015; Velte, 2017). A well-documented case is Unilever, whose
Sustainable Living Plan and integrated sustainability disclosures elevated its brand
reputation and strengthened investor confidence, though it also faced challenges
balancing ambitious goals with shareholder expectations (Eccles et al., 2014; Unilever,

2014).

In sum, sustainability reporting, when substantive and strategically aligned,
enhances corporate legitimacy, improves reputation, and contributes to financial
resilience, offering both theoretical insights for accounting and management literature
and practical guidance for firms.
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Impact on Corporate Image and Reputation
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Sustainability reporting enhances corporate image by providing transparent,
credible, and measurable information on environmental, social, and governance
practices. When disclosures include clear targets, KPIs, and external assurance,
stakeholders interpret them as authentic and trustworthy, which strengthens legitimacy
and reputation (Hahn & Kiihnen, 2013; Suchman, 1995). The quality and credibility of
disclosure matter more than volume, as substantive reporting reduces skepticism and
builds long-term trust (Khatri, 2023).

A well-known example is Unilever, whose Sustainable Living Plan integrated
sustainability into corporate strategy and communicated progress consistently. This
approach elevated its brand reputation and investor confidence, though it also faced
tensions between ambitious goals and shareholder expectations_(Unilever, 2014; Eccles,
Youmans & Serafeim, 2013). Similarly, Patagonia’s transparent reporting and activist-
oriented communication fostered strong customer loyalty, showing how substantive
disclosure can translate into reputational and financial benefits (Case study: Patagonia,

2019).

In sum, sustainability reporting serves as a strategic tool for legitimacy and value
creation, improving both corporate image and stakeholder confidence when it is credible,
measurable, and aligned with broader strategy (Velte, 2017; Friede, Busch & Bassen,

2015).

Sustainability Disclosure and Shareholder Value Creation

Sustainability disclosure contributes directly to shareholder value creation by
reducing information asymmetry between managers and investors, while simultaneously
signaling a company’s capacity to manage long-term risks and opportunities. When firms
provide detailed and verifiable reports on environmental, social, and governance (ESG)
activities, investors are better able to assess the resilience of business models, the quality
of governance, and the degree of exposure to sustainability-related risks. This
transparency lowers uncertainty, improves capital allocation decisions, and often results
in a reduced cost of capital. Empirical studies have shown that firms with robust ESG
disclosure are perceived as less risky, more strategically oriented toward long-term goals,
and therefore more attractive to institutional investors (Friede, Busch, & Bassen, 2015).
In this sense, sustainability reporting functions not only as a reputational mechanism but
also as a financial signal of risk management capability and forward-looking strategic

intent (Velte, 2017).

A concrete example can be seen in the case of Nestlé, which has consistently
integrated sustainability disclosure into its annual and sustainability reports. By
reporting in accordance with Global Reporting Initiative (GRI) standards and focusing
on issues such as responsible sourcing, climate commitments, and water stewardship,
Nestlé has positioned itself as a company responsive to investor and stakeholder
concerns. Research highlights that such companies often benefit from stronger investor
confidence and long-term financial stability because ESG performance is increasingly
tied to portfolio decision-making by global investors (Ioannou & Serafeim, 2015).
Similarly, a study on U.S. firms showed that companies with higher quality ESG
disclosure attracted more long-term institutional ownership, suggesting that
sustainability transparency builds shareholder trust and creates tangible financial value
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(Cheng, Ioannou, & Serafeim, 2014).

In summary, sustainability disclosure enhances shareholder value by functioning
as a mechanism for reducing information gaps, by strengthening investor confidence in
long-term risk management, and by supporting improved capital market outcomes.
Firms that embed credible and standardized ESG disclosures into their corporate strategy
can leverage sustainability reporting as both a communication tool and a financial
instrument that secures market trust and generates long-term shareholder wealth.
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Conclusion

Sustainability reporting has evolved from a compliance-oriented practice into a
strategic asset that enhances corporate image and shareholder value. Firms that disclose
ESG performance transparently are better positioned to cultivate legitimacy, attract
investors, and secure long-term resilience in competitive markets.

Managers should view sustainability reporting as an opportunity to build trust and
competitive differentiation rather than as an administrative burden. Investment in
credible disclosures, measurable performance indicators, and alignment with global
frameworks such as GRI and SASB can strengthen both brand reputation and investor
relations.

The present study is limited by its reliance on secondary literature and case-based
analysis. The absence of primary empirical data restricts the ability to generalize findings
across industries and geographical contexts.

Future research could expand through empirical studies using cross-industry
surveys, longitudinal analyses, or comparative case studies across different regulatory
environments. Additionally, examining moderating variables such as industry type, firm
size, and governance structure may enrich understanding of how sustainability reporting
influences both image and financial value.

References

Booth, A., Sutton, A., & Papaioannou, D. (2016). Systematic approaches to a successful
literature review. Sage.

Braun, V., & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative
Research in Psychology, 3(2), 77—101.
https://doi.org/10.1191/1478088706qpo630a

Cheng, B., Ioannou, I., & Serafeim, G. (2014). Corporate social responsibility and access
to finance. Strategic Management Journal, 35(1), 1—23.
https://doi.org/10.1002/smj.2131

Cho, C. H., Laine, M., Roberts, R. W., & Rodrigue, M. (2015). Organized hypocrisy,
organizational facades, and sustainability reporting. Accounting, Organizations
and Society, 40(1), 78—94. https://doi.org/10.1016/j.a0s.2014.12.003

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.
https://doi.org/10.1016/j.205.2007.05.003

Clarkson, P. M., Li, Y., Richardson, G. D., & Vasvari, F. P. (2013). The impact of
environmental disclosure on the cost of capital: Evidence from the U.S. Accounting
Review, 88(2), 531—565. https://doi.org/10.2308/accr-50331

Denyer, D., & Tranfield, D. (2009). Producing a systematic review. In D. Buchanan & A.
Bryman (Eds.), The Sage handbook of organizational research methods (pp. 671—
689). Sage.

Page 5620 of 5622


x

Hengky Budi Priyanto, Andi Sawe Ri Esso (2025). https://doi.org/10.24815/jr.v8i4.49301

Dhaliwal, D. S., Li, O. Z., Tsang, A., & Yang, Y. G. (2011). Voluntary nonfinancial
disclosure and the cost of equity capital: The initiation of corporate social
responsibility reporting. Accounting Review, 86(1), 59—100.
https://doi.org/10.2308/accr.00000005

Du, S., Bhattacharya, C. B., & Sen, S. (2010). Maximizing business returns to corporate
social responsibility (CSR): The role of CSR communication. International Journal
of Management Reviews, 12(1), 8-19. https://doi.org/10.1111/j.1468-
2370.2009.00276.X

Eccles, R. G., Ioannou, I., & Serafeim, G. (2014). The impact of corporate sustainability
on organizational processes and performance. Management Science, 60(11), 2835—
2857. https://doi.org/10.1287/mnsc.2014.1984

Eccles, R. G., Ioannou, I., & Serafeim, G. (2014). The impact of corporate sustainability
on organizational processes and performance. Management Science, 60(11), 2835—
2857. https://doi.org/10.1287/mnsc.2014.1984

Eccles, R. G., Youmans, T., & Serafeim, G. (2013). The performance frontier: Innovating
for a sustainable strategy. Harvard Business Review, 91(5), 50—60.

Fatemi, A., Glaum, M., & Kaiser, S. (2018). ESG performance and firm value: The
moderating role of disclosure. Global Finance Journal, 38, 45-64.
https://doi.org/10.1016/j.gfj.2017.03.001

Fernando, G. D., Jain, S., & Tripathy, A. (2017). An empirical analysis of the association
between sustainability disclosure and firm value. Review of Accounting and
Finance, 16(2), 217—235. https://doi.org/10.1108 /RAF-11-2015-0182

Frias-Aceituno, J. V., Rodriguez-Ariza, L., & Garcia-Sanchez, I. M. (2014). Explanatory
factors of integrated sustainability and financial reporting. Business Strategy and
the Environment, 23(1), 56—72. https://doi.org/10.1002/bse.1765

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.

Gray, R., Kouhy, R., & Lavers, S. (1995). Corporate social and environmental reporting:
A review of the literature and a longitudinal study of UK disclosure. Accounting,
Auditing & Accountability Journal, 8(2), 47-77.
https://doi.org/10.1108/09513579510146996

Hahn, R., & Kiihnen, M. (2013). Determinants of sustainability reporting: A review of
results, trends, theory, and opportunities in an expanding field of research. Journal
of Cleaner Production, 59, 5—21. https://doi.org/10.1016/j.jclepro.2013.07.005

Ioannou, I., & Serafeim, G. (2015). The impact of corporate social responsibility on
investment recommendations. Financial Analysts Journal, 70(4), 23—41.
https://doi.org/10.2469/faj.v70.n4.1

Khan, M., Serafeim, G., & Yoon, A. (2020). Corporate sustainability: First evidence on
materiality. The Accounting Review, 91(6), 1697—1724.
https://doi.org/10.2308/accr-51022

Khatri, I. (2023). Sustainability reporting practices and environmental legitimacy.
Environmental Science and Pollution Research, 30(3), 6505—6520.

Kitchenham, B., & Charters, S. (2007). Guidelines for performing systematic literature
reviews in software engineering. EBSE.

Kotsantonis, S., Pinney, C., & Serafeim, G. (2016). ESG integration in investment
management: Myths and realities. Journal of Applied Corporate Finance, 28(2),
10—16. https://doi.org/10.1111/jacf.12169

Lo, S. F., & Sheu, H. J. (2007). Is corporate sustainability a value-increasing strategy for
business? Corporate Governance: An International Review, 15(2), 345—358.
https://doi.org/10.1111/j.1467-8683.2007.00565.X

Luo, X., Wang, H., Raithel, S., & Zheng, Q. (2015). Corporate social performance, analyst
stock recommendations, and firm future returns. Strategic Management Journal,
36(1), 123—136. https://doi.org/10.1002/smj.2219

Michelon, G., Pilonato, S., & Ricceri, F. (2015). CSR reporting practices and the quality of

(]
=
=
b=
<
—_—

<
E
=l

—
o

Page 5621 of 5622



Hengky Budi Priyanto, Andi Sawe Ri Esso (2025). https://doi.org/10.24815/jr.v8i4.49301

disclosure: An empirical analysis. Critical Perspectives on Accounting, 33, 59—78.
https://doi.org/10.1016/j.cpa.2014.10.003

Morsing, M., & Schultz, M. (2006). Corporate social responsibility communication:
Stakeholder information, response and involvement strategies. Business Ethics: A
European Review, 15(4), 323—338. https://doi.org/10.1111/j.1467-
8608.2006.00460.x

Snyder, H. (2019). Literature review as a research methodology: An overview and
guidelines. Journal of Business Research, 104, 333—339.

https://doi.org/10.1016/j.jbusres.2019.07.039
Suchman, M. C. (1995). Managing legitimacy: Strategic and institutional approaches.

Academy of Management Review, 20(3), 571—610.

Unilever. (2014). Unilever Sustainable Living Plan: Scaling for Impact — Summary of
Progress 2014. Unilever.

Velte, P. (2017). Does ESG performance have an impact on financial performance?
Evidence from Germany. Journal of Global Responsibility, 8(2), 169—178.

Webster, J., & Watson, R. T. (2002). Analyzing the past to prepare for the future: Writing
a literature review. MIS Quarterly, 26(2), xiii—xxiii.

Xiao, Y., & Watson, M. (2019). Guidance on conducting a systematic literature review.
Journal of Planning Education and  Research, 39(1), 93-112.

https://doi.org/10.1177/0739456X17723971

(]
—_
=
b=
<
—

<
H
o0

g
o

Page 5622 of 5622


https://doi.org/10.1177/0739456X17723971

