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Cristian Gherghina

Received: 12 November 2022

Accepted: 9 December 2022

Published: 13 December 2022

Publisher’s Note: MDPI stays neutral

with regard to jurisdictional claims in

published maps and institutional affil-

iations.

Copyright: © 2022 by the authors.

Licensee MDPI, Basel, Switzerland.

This article is an open access article

distributed under the terms and

conditions of the Creative Commons

Attribution (CC BY) license (https://

creativecommons.org/licenses/by/

4.0/).

sustainability

Article

The Impact of Sustainability Performance on Financial
Performance: Does Firm Size Matter? Evidence from Turkey
and South Korea
Meltem Kılıç 1 , Hasan Emin Gurler 2 , Ahmet Kaya 2 and Chang Won Lee 3,*

1 Faculty of Economics and Administration Sciences, Kahramanmaras Sutcu Imam University,
Kahramanmaras 46050, Turkey

2 Faculty of Applied Sciences, Akdeniz University, Antalya 07070, Turkey
3 School of Business, Hanyang University, Seoul 04763, Republic of Korea
* Correspondence: leecw@hanyang.ac.kr

Abstract: This study investigated the effect of sustainability performance on financial performance
in developed and developing countries. It also aimed to determine the moderator effect of firm
size. The factor for sustainability performance was listed in the BIST Sustainability Index for Turkey
and the Dow Jones Sustainability Korea Index for South Korea. ROE, ROA, ROS, and MV/BV were
used as financial performance factors. Companies included in the KOSPI 100 index for South Korea
and the BIST 100 index for Turkey were examined. Panel regression analysis and Generalized
Method of Moments (GMM) analysis were performed to determine the effect of the past value of
financial performance factors on their current value. The results show that the impact of sustainability
performance on financial performance differs between South Korea and Turkey. In addition, the
moderator variable has a significant effect only on ROA (return on assets) for Turkey and on ROE
(return on equity) and ROS (return on sales) for South Korea. The results of the GMM analysis show
that the past ROA and ROE values affect the current values statistically and positively for South Korea.
For Turkey, the past ROE, ROS, and MV/BV (Market Value/Book Value) positively affect the current
values. In addition to theoretical implications, implications for policy-makers and practitioners are
also presented. Finally, this study provides significant insights for decision-makers and policy-makers
to improve sustainability and corporate responsibility in financial and other similar settings.

Keywords: sustainability performance; financial performance; BIST sustainability index; Dow Jones
Sustainability Korea Index; firm size

1. Introduction

In recent years, concerns and awareness regarding protecting the future environment
have significantly increased, and continue to increase. These rapidly increasing concerns
and awareness have brought about the concept of sustainability [1]. Sustainability is a
vital issue for many companies worldwide and emphasizes the impact of companies on
the physical environment, social environment, nature, and society [2]. To maintain sus-
tainability, businesses need to carry out their activities by focusing on economic benefits
without harming the environment and by positively contributing to the social structure [3].
This situation has brought about a significant increase in interest in the non-financial
performance of companies in recent years [4]. Non-financial performance includes envi-
ronmental (emission reductions, eco-efficient product design), social (job security, human
rights-oriented business environment), and managerial (fair and effective stakeholder re-
lations) elements [5] and governance [6]. Companies focus on improving their processes
and ways of doing business by considering environmental and social impacts [7]. With
the adoption of sustainability by companies, environmental programs such as Corporate
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Social Responsibility, corporate governance, the green value chain, green production and
minimizing water consumption have begun to be implemented [8].

Sustainability-oriented practices within companies are the most critical indicators of
their sustainability performance. In other words, this performance is the extent to which
companies integrate sustainability into their activities and processes [5]. Companies must
create sustainable value, achieve their environmental goals, and balance economic and
social benefits. In this way, firms can generate long-term returns by reducing risks and
attracting new investors and shareholders [6]. However, regardless of the importance
of sustainability in terms of increasing corporate success and reputation, providing a
competitive advantage, and creating long-term value, there is no definite consensus on
whether there is a relationship between the sustainability performance of the companies
included in sustainability indexes and their financial performance [9]. In some studies,
a positive relationship was found between sustainability performance (SP) and financial
performance (FP) [10–12], while a negative relationship was found in other studies [13–15],
and some studies did not find a significant relationship [16,17].

The relationship between SP and FP has been investigated, mainly focusing on firms
in developed countries [18–22]. There are also studies specific to companies in developing
countries [12,23–25]. Although there are many studies on sustainability performance, there
is still a need for research on sustainability performance specific to regions and sectors.
For example, South Korea is an important country to examine with regard to its sustain-
ability performance from a regional perspective. The main reason for this is that although
South Korea ignored its sustainability performance before the 2000s, necessary steps were
subsequently taken to measure sustainability performance in the country, especially after
2010. One of them is the Korean Sustainability Index (KSI), published by the Korean Stan-
dards Association in 2010. KSI is based on the ISO 26000 standard and is considered a robust
indicator of the relationship between SP and FP, as it offers sustainability performance
scores ranging from 0 to 100 [26]. Turkey’s initiatives for sustainability performance are
relatively new. The most important of these initiatives is the BIST Corporate Sustainability
Index (XUSRD). XUSRD, a robust indicator of sustainability performance in Turkey, has
been published since 2014. In this respect, the measurement of sustainability performance
in Turkey began more recently than in South Korea. Therefore, there are two important
reasons for selecting Turkey and South Korea. The first is to compare a country that has
focused on sustainability performance for many years with a country that focused on sus-
tainability performance more recently. The second is to investigate the SP–FP relationship
from a regional perspective with the focus of Asian and European countries. It is also
vital to examine companies in developed and developing countries together regarding
the SP–FP relationship, and as far as we know from the literature, the number of studies
investigating this is limited.

This study aimed to investigate the SP–FP relationship with a focus on companies
operating in South Korea and Turkey. In addition, the moderator effect of firm size on this
relationship was examined. It was analyzed whether the past value of financial performance
factors affects their current value. The study is organized as follows. In the second part, the
theoretical background for sustainability reporting is mentioned. In the third part, studies
examining the SP–FP relationship are explained. In the fourth part, hypotheses are given.
The research methodology is explained in the fifth section. The findings are given and
discussed in the sixth section, and managerial implications are made. Finally, conclusions
and limitations of the research are given in the seventh section, and suggestions for further
research are made.

2. Theoretical Background for Sustainability Reporting

This section explains stakeholder, agency, and legitimacy theories as the basis of the
hypotheses constructed. In general, ref. [27] indicated that the agency theory proposed
by [28] and the stakeholder theory proposed by [29] are the two dominant theories for
sustainability reporting.
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2.1. Stakeholder Theory

According to [29], stakeholder theory accepts value generation as the main driving
force for business. According to the theory, profit is an essential indicator of daily operation.
Profit and financial performance are possible outcomes of the value-creation process.
However, the theory reveals that this value should be created with a focus on shareholders
and managers in the context of stakeholders [30]. The behaviors of stakeholder groups
can have a restrictive effect on practices that enable managers to map corporate resources
to their environment efficiently. At this point, the firm’s main objective is to balance the
conflicting demands of the stakeholders [31]. Firms share their non-financial indicators with
a large group of stakeholders to demonstrate their interest in the environment and society,
and in this way, they are rewarded in the market [32]. This theory sees firms as organizations
that can achieve the divergent goals of multiple and diverse stakeholders [33]. Stakeholder
theory can be studied from descriptive, instrumental, and normative perspectives. The
descriptive approach reveals how the concepts correspond. The instrumental approach
explains the relationship between stakeholder management and corporate performance. By
contrast, the normative approach reveals stakeholder behaviors and the factors that trigger
these behaviors [33].

2.2. Agency Theory

One party (the principal) may delegate to another party (the agent) decision-making
and control over specific tasks or activities. The agency theory focuses on examining
the problems arising from this delegation of authority [34]. In the 1980s, this theory
was recognized as an essential paradigm in financial economics, primarily focusing on the
relationship between managers and stockholders [35]. According to the theory, the principal
and the agent cooperate, but both parties have different goals and attitudes regarding
risk [34]. The theory deals with the economic relationship between the principal and
agent under the constraints of risk sharing, information asymmetry, and uncertainty [36].
Therefore, it is crucial to monitor the activities of the agent to harmonize the principal’s and
the agent’s objectives, minimize potential conflicts, and thereby increase the shareholders’
income [27]. However, these interferences can be costly and empirical evidence for their
effectiveness is insufficient [37]. Regarding sustainability reporting, the focal point of the
theory is the relationship between shareholders (the principal) and managers (the agent).
While managers make decisions based on their interests, shareholders intend to adopt
strategies to increase firm value [32].

2.3. Legitimacy Theory

Legitimacy is a resource that society dedicates to the firm, which the firm desires and
depends on to continue its activities. It is a resource that is anticipated to be influenced by
developing disclosure-related strategies compared to other firm resources [38]. Legitimacy
theory argues that firms perform their activities within the norms and boundaries of
society, and when these activities are considered necessary by society, these are shared
with society in the form of reports [32]. The theory is accepted as a basis for firms to
voluntarily disclose non-financial information. It assumes that sustainability disclosure
made by low-performing firms is a legitimation tactic to influence society in evaluating
the firm’s sustainability performance [39]. According to this theory, which emphasizes the
social contract between the firm and the organization, the performance of firms is legitimate
in terms of social acceptance when it is supported by society [40]. The companies’ values
and the societal expectations should be compatible with each other. Otherwise, a legitimacy
gap occurs, and the firm needs to manage and legitimize this gap. Regarding sustainability
reporting, public disclosure of the company’s environmental and social (non-financial)
information effectively ensures legitimacy [41].
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2.4. Sustainability

Sustainability, which has evolved from corporate social responsibility and is a broad
concept [42], means that the actions of individuals today do not reduce the social, eco-
nomic, and environmental resources of future generations [43]. Therefore, it is possible
to evaluate individuals’ and companies’ actions within the scope of sustainability [44].
In recent years, sustainability reports published by companies are regularly taking the
place of environmental reports. Unlike environmental reports, sustainability reports cover
non-financial aspects of companies’ activities and practices, such as social and economic
performance [45]. The fact that companies consider environmental impacts in their strate-
gies and the decisions they take, and take measures to protect the environment, is related
to their corporate sustainability performance [44]. Corporate sustainability performance
generally includes the firm’s managerial decision mechanism’s environmental, social and
economic elements [46]. Since the concept of sustainability includes all critical stakeholders,
such as investors, the natural environment and society, stakeholders play an essential role
in increasing sustainability performance [43]. Therefore, the firm’s sustainability strategy
aims to ensure long-term economic well-being, ecological sustainability, and social stability
for all stakeholders [46].

In recent years, sustainability performance has become a standard for almost all
companies worldwide, and there has been an increase in the number of reports on this
performance [42]. The Global Reporting Initiative first published reporting guidelines,
and many companies use the relevant guide to evaluate their sustainability performance.
According to the guideline, corporate sustainability performance is an interconnected and
integrated system with economic, social, and environmental dimensions [43]. Therefore,
it is vital to ensure connection and balance between three elements for the system to
function effectively: operational activities, effective management of stakeholders, and
corporate finance understanding [44]. It is critical to understand the appropriate and
accurate sustainability performance indicators [47].

Sustainability is challenging for companies that both consider their activities’ economic,
environmental and social impact on society and try to make a profit [5]. Sustainability
efforts involve considering environmental and social issues and integrating them into the
firm’s management [48]. Sustainability performance can increase financial performance
by increasing corporate reputation [49]. Financial performance is the financial situation as
measured by solvency, profitability, capital adequacy and similar indicators within a certain
period. Financial performance is the ability to manage and control resources effectively and
efficiently [50]. Financial performance is essential for external users in terms of investment
opportunities, while for internal users it is analyzed for the well-being and reputation of the
firm [51]. Firms with high liquidity and financial performance are more inclined to make
a statement on corporate social responsibility [52]. However, firms that fully implement
corporate social responsibility are appreciated by many investors and respected by their
customers [53]. At the same time, sustainable practices can positively affect financial and
corporate performance in general [44]. Increasing sustainability performance can also
increase a company’s competitive power [54]. While this strategy has advantages for com-
panies, it also has disadvantages [5]. Financial resources are used not only for operational
activities but also for sustainability practices. Therefore, the cost of sustainability practices
should be calculated, and priority should be given to the efficient use of resources [55]. Due
to these interactions between the two concepts, it is essential to examine the relationship
between corporate sustainability performance and financial performance [44]. At the same
time, the interaction mentioned above reveals a bidirectional and interrelated relationship
between the two concepts. In other words, carrying out sustainability practices by allo-
cating financial resources is one aspect of the interaction, while the financial performance
returns of sustainability practices are another aspect. Table 1 shows previous research on
the relationship between sustainability and financial performance.
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Table 1. Previous studies on the relationship between SP and FP.

Research Sample Size Measure of SP Measure of FP

[56] 13 Environmental performance Cash flow, ROE, ROA, net income
[57] 523 Toxic Release Inventory disclosure Earnings per share
[11] 62 Discretionary social responsibility ROS, ROA
[58] 140 Environmental orientation Sales growth
[16] 289 CSR rating Financial return and risk
[14] 179 Corporate social performance Mrket return, ROE, ROA
[59] 87 Sustainability performance reports ROA
[20] 418 DJSI North America membership Market value
[60] 855 Environmental performance ROA
[19] 89 CSR disclosure Share price
[61] 394 Environmental performance disclosure Stock returns (abnormal)
[62] 696 Environmental performance Stock prices
[24] 73 ESG scores Share price
[63] 385 ESGEP Tobin’s Q, ROA
[42] 456 CSP lnQ
[64] 28 ESG combined score ROCE, ROA, ROE

[65] 3701 Economic, environmental, social pillars,
corporate governance pillar Tobin‘s Q

[66] 2885 Refinitiv Eikon ROA, ROE

According to Table 1, studies examining the relationship between SP and FP have
a long history. Specifically in the last ten years, the number of studies has significantly
increased. A wide variety of variables have been used as an indicator of SP. Most studies
used environmental performance as an indicator of SP, while the most used variables as
FP indicators were ROA and ROE. These variables were used together in many studies.
In addition to ROA and ROE in the current study, MV/BV, preferred as an FP indicator
in a limited number of studies in the literature, was used. In some studies, a positive
relationship was found between SP and FP [7,10–12,18], while other studies found a
negative one [13–15,56,57,67], and some studies did not find a significant impact [16,17,59].
Therefore, the current study makes some contributions to the literature. First, it reveals
whether SP affects FP in developed and developing countries. It is crucial to determine this
effect on companies’ financial performance, since the legislation and laws on sustainability
vary significantly among countries according to their level of development. The authors
of [32] analyzed the impact of the sustainability performance of non-financial firms from
India and Japan on their financial performance. The current research differs in that it
examines the impact of the sustainability performance of financial firms in developed and
developing countries on their financial performance. Second, four proxies, ROE, ROS,
ROA, and MV/BV, are used for financial performance. Using ROA and ROE as financial
performance indicators, ref. [68] analyzed the impact of the sustainability performance of
the companies in the Dow Jones Sustainability Index Europe (DJSI Europe) on their financial
performance. The current research differentiates by using ROS and MV/BV in addition to
ROE and ROA, and the moderator effect of firm size is examined. In this way, it is possible
to explain the impact of sustainability performance on different financial performance
indicators. Third, both micro and macro variables are used together in the study. This way,
it is tried to obtain more consistent and reliable results for both performance measurements.
Fourth, up-to-date data on the sustainability performances of companies (2015–2021) is
used so that it is possible to examine the long-term SP-FP relationship of companies in
recent history. Fifth, besides the financial ratios of the companies, stock market indicators
are also included in the analysis, and a multidimensional and large-scale evaluation of the
financial performance is provided. Finally, we analyze the moderator effect of firm size
regarding the four performance factors and present new theoretical evidence for developed
and developing countries. The authors of [69] argued that sustainability investments are
associated with significantly larger firm size. In addition, ref. [70] found that CSR reporting
differs by company size, and large companies disclose more information. For this reason,
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it is vital to analyze the moderator effect of firm size with a focus on developed and
developing countries.

3. Hypothesis Development

The main hypothesis of the research is theoretically built on the instrumental stake-
holder theory. Freeman’s stakeholder theory strategically reveals the impact of the firm’s
environment on its success, viability, and structure through stakeholder identification [71].
Shareholders focus on current and future financial benefits; neo-classical shareholders focus
only on financial performance. In recent years, there has been an increase in shareholder
groups focused on social performance. According to the theory, corporate social perfor-
mance is costly and involves meeting stakeholder demands [72]. Companies’ intangible
social responsibility can affect their reputation and cash flow. In other words, when it is
considered that a company is not fulfilling its social and environmental responsibilities,
the relationship of the company with its stakeholders, reputation, and cash flows may be
adversely affected [73]. The social performances of companies will also help them gain a
competitive advantage, but this will only be possible by transferring the company’s sensi-
tivity to social and environmental issues to its stakeholders [5]. Firms with high corporate
sustainability performances are less likely to experience revenue losses [18]. Based on the
above-mentioned theoretical arguments, the first hypothesis was constructed as follows:

H1. Sustainability performance has an impact on financial performance.

Regarding environmental laws and regulations, developed countries have a more
strict attitude than developing countries. In addition, the influence of stakeholders on
the firm is more significant in developed countries than in developing countries [12].
However, it is understood that research results from firms in developed and developing
countries are broadly similar. For example, research has been conducted on US firms [11,16],
Canadian firms [45], Finnish firms [74], European firms [18], UK firms [19], Canadian and
US firms [20], Greek firms [21], Japanese firms [22] and North American firms [73] from
the perspective of developed countries. Meanwhile, studies have been conducted on
UAE firms [25], Brazilian firms [24], South African firms [10], and Turkish firms [12,23]
specific to emerging countries. In all of the mentioned studies, a positive relationship was
found between sustainability and financial performance. Based on these arguments, the
second hypothesis was constructed as follows:

H2. Sustainability performance has an impact on financial performance in developed and develop-
ing countries.

Large-sized firms have a particular reputation in the industry. The sustainability
activities of small firms can have more significant impacts and are more vital to the firms.
However, small-sized companies have problems accessing resources, and their sustainabil-
ity activities can increase their interactions and ties with other stakeholders [26]. According
to the agency theory, as a firm grows, there is a greater need for external funds, and this
triggers a conflict of interest between three groups, namely, the managers, the creditors
and the shareholders. Agency costs in large-sized firms are higher, and information asym-
metry is greater. Therefore, they are more likely to disclose information on sustainability
activities [75]. According to the legitimacy theory, large firms feel pressure to carry out
their activities to legitimize their business. Therefore, large firms operate more extensively
and have a greater social impact [76]. Legitimacy theory argues that large firms are subject
to greater public scrutiny and face tremendous pressure to inform the public in order to
obtain support to help them survive [77]. Therefore, ref. [69] argued that as companies
grow, their investments in sustainability practices and programs increase. In addition, the
authors claimed that firm size is an essential determinant of sustainability performance, as
large firms have the potential to create economies of scale in their sustainability activities.
The authors of [78] asserted that large firms could more easily employ trained personnel
to carry out and review plans for sustainability practices. In addition, they are able to
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overcome the pressures of various stakeholder groups, primarily consumers, shareholders,
and non-governmental organizations, in order to move towards sustainability. The authors
of [79] argued that larger firms have more resources, so they are more likely to voluntarily
engage in sustainability practices to ensure effective stakeholder relationship management,
legitimacy and trust. Small firms, on the other hand, tend to use their limited resources
primarily to improve financial performance. However, it is stated that companies direct
their resources to sustainability activities, provided that they positively impact their perfor-
mance [78]. Based on the above-mentioned theoretical arguments and research findings,
the last hypothesis was constructed as follows:

H3. Firm size moderates the relationship between sustainability performance and financial per-
formance in developed and developing countries. For large-sized companies, this relationship is
positively sloped.

4. Methodology

This study investigates the effect of sustainability performance on financial perfor-
mance, focusing on companies operating in South Korea and Turkey. Data for both countries
between 2015 and 2021 were used. The initial year of 2015 was determined because the BIST
Corporate Sustainability Index (XUSRD) has been published since November 2014. It was
determined that 46 companies (excluding banks, insurance companies, and REITs) were op-
erating continuously in the BIST 100 Index during these periods. In addition, 48 companies
were included in the model in the KOSPI 100 Index in South Korea when applying the same
criteria. The data set of the companies included in the BIST 100 Index was obtained from
the financial statements published on its public disclosure platform [80]. The data set of the
companies in the South Korean KOSPI 100 Index was calculated with the data obtained
from [81]. Turkey’s gross domestic product per capita was taken from the Turkish Statistical
Institute (TUIK) database. South Korea’s macro variable was obtained from Macrotrends’s
website. The following sections give the variables and then the research model.

4.1. Variables

Four dependent variables were used as financial performance indicators. While
the return on assets (ROA), return on equity (ROE) and return on sales (ROS) were the
accounting-based performance indicators, the market-to-book value ratio (MV/BV) was
the market-based performance indicator. In addition, macro and micro variables were used
as independent variables. Current ratio (CR), capital intensity (CI), financial leverage ratio
(LEV), firm size (SIZE), moderator variable (SP × SIZE) and rate of change in sales (CS)
were used as micro variables. In addition, a dummy variable that takes the values 0 and
1 for whether the companies are included in the Borsa Istanbul Corporate Sustainability
Index (XUSRD) and South Korea Sustainability Index KRW was obtained. Finally, the gross
domestic product per capita of Turkey and South Korea was used as a macro variable. The
definitions of and references for all variables are given in Table 2.

Table 2. Description and sources for Variables.

Variables Description Source

Dependent Variables
ROA Net Profit/Total Assets KAP/SPGLOBAL
ROE Net Profit/Equity KAP/SPGLOBAL
ROS Net Profit/Sales KAP/SPGLOBAL
MV/BV Market Value/Book Value KAP/SPGLOBAL
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Table 2. Cont.

Variables Description Source

Independent Variables
CR Current Assets/Short-Term Liabilities KAP/SPGLOBAL
CI Fixed Asset/Net Sales KAP/SPGLOBAL
LEV Total Debt/Total Assets KAP/SPGLOBAL

SP

A dummy variable equals “1” if the firm is in the BIST XUSRD
index during the sample period, “0” o.w.
A dummy variable equals “1” if the firm is in the KOSPI KRW
index during the sample period, “0” o.w.

KAP/SPGLOBAL

SIZE Natural logarithm of total assets KAP/SPGLOBAL
CS This year′s value of Net Sales − The previous year′s value of Net Sales

Previous Year′s Value of Net Sales
KAP/SPGLOBAL

GDP Logarithm of the Gross Domestic Product per Capita TUİK/Makrotends
SP × SIZE SP Dummy variable × Natural logarithm of total assets KAP/SPGLOBAL

4.2. Research Model

Three regression models were established to determine the effect of sustainability
performance on financial performance indicators. The first equation is as follows:

ROAit = β0 + β1CRit + β2CIit + β3LEVit + β4SPit + β5SIZEit + β6CSit + β7LGDPit + β8SP ∗ SIZEit + εit (1)

The model’s ratio of net profit to total assets (ROA) is an accounting-based performance
indicator. First, the effect of the companies in the sustainability index on the return on assets
was examined. Second, SP was used as a dummy variable, and the companies included
in the index were given a value of 1 and the others a value of 0. In addition, the effects of
current ratio (CR), capital intensity (CI), financial leverage (LEV), firm size (SIZE), change in
sales (CS), moderator variable (SP × SIZE) and per capita gross domestic product on return
on assets are estimated in the first equation. In the model, i represents the cross-section,
and t represents the time. εit shows the error correction coefficient. The second equation in
the study is as follows:

ROEit = β0 + β1CRit + β2CIit + β3LEVit + β4SPit + β5SIZEit + β6CSit + β7LGDPit + β8SP ∗ SIZEit + εit (2)

In the model, ROE represents the return on equity.

ROSit = β0 + β1CRit + β2CIit + β3LEVit + β4SPit + β5SIZEit + β6CSit + β7LGDPit + β8SP ∗ SIZEit + εit (3)

In the model, ROS represents the return on sales. The final equation established with
the market-based performance indicator is as follows:

MV/BVit = β0 + β1CRit + β2CIit + β3LEVit + β4SPit + β5SIZEit + β6CSit + β7LGDPit + β8SP ∗ SIZEit + εit (4)

5. Findings and Interpretation

In this section, first of all, descriptive statistics are given. Afterward, empirical results
are discussed, and theoretical and managerial implications are made.

5.1. Descriptive Statistics

The descriptive statistics for the variables calculated between 2015–2021 in Turkey
and South Korea are shown in Table 3. There are 336 observations in the data sets created
between 2015–2021 for 48 companies in Turkey and 322 observations for 46 companies
in South Korea. The variable with the highest mean in Turkey is SIZE, and the variable
with the lowest is ROA. The variable with the lowest standard deviation is MV/BV. In
South Korea, the variable with the highest mean is LGDP, and the variable with the highest
standard deviation is MV/BV.

There are 336 observations in the data sets created between 2015–2021 for 48 companies
in Turkey and 322 observations for 46 companies in South Korea. The variable with the
highest mean in Turkey is SIZE, and the variable with the lowest is ROA. The variable with



Sustainability 2022, 14, 16695 9 of 19

the lowest standard deviation is MV/BV. In South Korea, the variable with the highest
mean is LGDP, and the variable with the highest standard deviation is MV/BV.

Table 3. Descriptive statistics.

Var. Turkey South Korea

Obs. Mean Std. Dev Min. Max Obs. Mean Std. Dev Min. Max

ROA 336 0.0758 0.0811 −0.2090 0.4330 322 0.0425 0.0694 −0.3540 0.3195
ROE 336 0.1591 0.3027 −1.3156 2.5940 322 0.0588 0.2638 −2.2779 3.1291
ROS 336 0.1356 0.1905 −0.4800 1.2130 322 0.1298 1.1748 −2.1638 20.8697

MV/BV 336 1.9733 2.7268 −8.8511 23.1586 322 23.1838 27.9085 0.2695 206.2192
CR 336 2.1526 2.3714 0.3800 14.9126 322 1.8166 1.4189 0.1008 8.9524
CI 336 1.1343 1.5281 0.0111 18.7219 322 1.8830 5.4926 0.2214 63.1876

LEV 336 0.5648 0.2402 0.0779 1.1665 322 0.4090 0.2075 0.0298 1.0934
SP 336 0.4702 0.4998 0.0000 1.0000 322 0.5217 0.5003 0.0000 1.0000
CS 336 0.2790 0.3543 −0.5643 3.1753 322 0.0846 0.3083 −0.9486 2.2277

SIZE 336 22.3560 1.5376 19.0379 25.5630 322 0.0962 0.2813 −0.4271 3.3844
GDP 336 9.2047 0.0893 9.0591 9.3133 322 31,656 2068.986 28,732 35,196

Two tests were performed to determine whether there is a linear relationship between
the independent variables in the three models. The first of these tests was the Variance
Inflation Factor (VIF) test, which was used to determine whether there is a multicollinearity
problem between the variables. If the VIF value exceeds 10, that is, R2

j exceeds 0.90, it is
stated that there is a multicollinearity problem [82]. Correlation analysis was the second
analysis to test the linear relationship between the variables. The multicollinearity test and
correlation test results of Turkey and South Korea are summarized in Tables 4 and 5.

Table 4. Correlation analysis for Turkey.

CR CI LEV SE CS SİZE LGDP VIF

CR. 1.0000 1.97

CI −0.0955
(0.0804) 1.0000 1.20

LEV −0.6766 *
(0.0000)

0.0559
(0.3072) 1.0000 2.04

SP −0.2948 *
(0.0000)

0.0846
(0.1215)

0.3611 *
(0.0000) 1.0000 1.81

CS −0.0096
(0.8609)

0.3175 *
(0.0000)

0.0634
(0.2465)

0.0660
(0.2279) 1.0000 1.13

SIZE −0.1147 **
(0.0355)

0.2302 *
(0.0000)

0.2878 *
(0.00000)

0.6230 *
(0.0000)

0.1138 **
(0.0370) 1.0000 1.88

LGDP 0.0033
(0.9520)

−0.0279
(0.6110)

−0.0709
(0.1950)

−0.2131 *
(0.0001)

−0.119 **
(0.0404)

−0.2778 *
(0.0000) 1.0000 1.10

Note: * and ** denote 1% and 5% significance levels, respectively.

Table 5. Correlation analysis for South Korea.

CR CI LEV SE CS SİZE LGDP VIF

CR 1.0000 1.98

CI 0.1653 *
(0.0029) 1.0000 1.23

LEV −0.6610 *
(0.0000)

−0.1134 **
(0.0421) 1.0000 1.89

SP −0.1774 *
(0.0014)

0.0058
(0.9177)

−0.0432
(0.4400) 1.0000 1.10

CS −0.0371
(0.5070)

0.2292 *
(0.0000)

−0.0631
(0.2589)

0.1063 **
(0.0568) 1.0000 1.66

SIZE −0.0403
(0.4706)

0.3936 *
(0.0000)

0.0109
(0.8457)

−0.0069
(0.9014)

0.6107 *
(0.0000) 1.0000 1.83

LGDP 0.0104
(0.8529)

−0.0181
(0.7468)

−0.0047
(0.9335)

0.0000
1.0000

0.0536
(0.3374)

−0.0273
(0.6252) 1.0000 1.01

Note: * and ** denote 1% and 5% significance levels, respectively.
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The negative correlation between the LEV-CR independent variables is the highest for
both countries. When VIF values are examined, the values of the independent variables
are below the critical value, and there is no multicollinearity problem for both countries.
Correlations between independent variables for both countries are below the threshold
value, and the results are suitable for further analysis.

5.2. Analysis

In the study, four regression models were established to determine the effect of sus-
tainability on firm performance. These models were tested with panel data regression
analysis. The panel data regression model was estimated using the least-squares method
and fixed-effects and random-effects models. The F test and Hausman test were performed
to determine which of these three estimators was the appropriate regression model. The
F test was performed to determine whether the fixed-effects model or the least-squares
model should be used in the established regression model. The hypothesis tested for the
F test is whether the “H0: No unit and/or time effect”. form is established. The authors
of [83] developed a test to decide between the random- and fixed-effects models. The
Hausman test is known as the random-effects or variance components model in the panel
data regression model. In the test, it is analyzed whether there is no correlation between the
error term εit and the explanatory variable Xit [83]. Therefore, the null hypothesis is “The
difference in coefficients is not systematic”. Table 6 shows the panel regression analysis
results and the estimator selection results.

According to the F test results of the four models established for Turkey and South Ko-
rea, the null hypothesis is rejected (Table 6). In other words, the fixed effects model is
the appropriate estimator. In addition, the Hausman test was used to decide on the fixed-
effects or random-effects regression estimator. As a result of the test, it was decided to use
the random-effects regression model. The results of the random effects regression model
performed with the dependent variables ROA, ROE, ROS and MV/BV are summarized in
Table 6.

The four models established according to the random effects regression estimator for
Turkey and South Korea are statistically significant. The capital intensity, firm leverage,
firm size and per capita gross domestic product of the companies in BIST 100 statistically
and negatively affect the return on assets. A one-unit increase in CI, LEV, SIZE and LGDP
reduces ROA. The fact that the companies are in the sustainability index also negatively
affects return on assets and is statistically significant at 1%. Therefore, H1 and H2 are
partially accepted. The asset profitability of the companies included in the BIST 100 and
the sustainability index is decreasing. The SP × SIZE moderator variable has a significant
and positive effect on return on assets. Firm size has a moderator effect on the impact
of the SP dummy variable on return on assets. The asset profitability of large companies
included in the sustainability index is increasing. According to Model 2, the effect of capital
intensity on return on equity is negative and statistically significant at 1%. The change in
sales significantly and positively affects the return on equity. Other independent variables
do not affect the return on equity. In the results of the regression model based on the ROS,
it is determined that the current ratio and the change in sales have a positive and significant
effect on the ROS. The effect of CI, LEV and GDP on the ROS is statistically significant and
negative. In addition, the SP × SIZE moderator variable does not affect the ROS. In other
words, the inclusion of companies in the sustainable index and the size of the companies
do not affect the ROS. In the MV/BV regression model, the effects of CI and GDP on the
market performance indicator are negative and significant. It is found that changes in
leverage ratio and sales increase firms’ MV/BV ratio.
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Table 6. Panel regression analysis results.

Country Turkey South Korea

Model Model 1 Model 2 Model 3 Model 4 Model 1 Model 2 Model 3 Model 4

FP Proxy ROA ROE ROS MV/BV ROA ROE ROS MV/BV

CR 0.0021
(0.443)

0.0040
(0.749)

0.0148 **
(0.023)

0.0801
(0.489)

−0.0107 *
(0.004)

0.0077
(0.665)

−0.0697 ***
(0.088)

0.0573
(0.303)

CI −0.0215 *
(0.000)

−0.0417 *
(0.002)

−0.0260 *
(0.000)

−0.2232 **
(0.043)

−0.0012 **
(0.040)

−0.0015
(0.625)

0.0659 *
(0.000)

−0.0101
(0.245)

LEV −0.1231 *
(0.000)

0.0134
(0.914)

−0.2983 *
(0.000)

3.8978 *
(0.000)

−0.2435 *
(0.0000)

−0.1181
(0.345)

−0.2154
(0.426)

0.5680
(0.185)

SP −0.2361 *
(0.007)

−0.7242
(0.313)

−0.1563
(0.640)

6.5264
(0.272)

−0.0077
(0.504)

0.0859 ***
(0.074)

−0.1547 ***
(0.093)

0.1182
(0.620)

CS 0.0526 *
(0.000)

0.1364 *
(0.002)

0.1707 *
(0.000)

1.0577 *
(0.004)

0.0302 *
(0.007)

−0.0025
(0.964)

0.0505
(0.768)

0.0355
(0.514)

SIZE −0.0116 **
(0.014)

−0.0223
(0.313)

0.0055
(0.625)

0.3073
(0.124)

0.1114 *
(0.000)

0.4380 *
(0.000)

0.3969
(0.248)

0.0755
(0.804)

LGDP −0.1370 *
(0.000)

−0.1494
(0.398)

−0.2090 *
(0.011)

−4.4470 *
(0.002)

−0.0009
(0.981)

−0.1124
(0.566)

−0.03487
(0.582)

1.6347 *
(0.001)

SP × SIZE 0.0103 ***
(0.077)

0.0324
(0.302)

0.0071
(0.626)

−0.3120
(0.231)

−0.0379
(0.118)

−0.2854 *
(0.022)

2.3427 *
(0.000)

−0.0023
(0.994)

Constant 1.6594 *
(0.000)

2.0120
(0.272)

−0.4589
(0.740)

33.9798 **
(0.030)

0.1661
(0.670)

1.1883
(0.558)

3.7568
(0.567)

−14.6861 *
(0.004)

F Test 7.82 *
(0.0000)

3.16 *
(0.000)

5.76 *
(0.0000)

5.54 *
(0.0000)

4.81 *
(0.000)

3.19 *
(0.0000)

1.74 *
(0.0040)

15.24 *
(0.0000)

Hausman
Test

9.70
(0.2866)

7.54
(0.4792)

12.48
(0.1311)

10.41
(0.2372)

6.55
(0.4774)

5.04
0.6545

6.03
(0.5358)

3.64
(0.8207)

Wald Chi2 110.52 * 17.12 ** 140.43 * 55.71 * 185.12 26.92 514.56 14.92
Prob. 0.0000 0.0289 0.0000 0.0000 0.0000 0.0007 0.0000 0.0607

R2 0.5119 0.1543 0.5201 0.0642 0.4851 0.0453 0.6098 0.0175

Note: *, ** and *** denote 1%, 5% and 10% significance levels, respectively.

The results of the regression models conducted for South Korea are as follows. CO,
CI and LEV ratios statistically significantly and negatively affect the return on assets. The
change in sales and firm size statistically significantly and negatively affect the return
on assets. The SP dummy variable and SP × SIZE moderator variable do not affect
the return on assets. In the second model, the SP dummy variable and SIZE have a
statistically significant and positive effect on return on equity. Hence, the return on equity
of the companies included in the sustainable index is increasing. In addition, the ROE
of companies with large assets in the BIST 100 index is increasing. However, as the asset
size of the companies included in the sustainability index increases, their return on equity
decreases. The current ratio and SP dummy variable have a negative effect on ROS. If the
companies are included in the sustainability index, ROS decreases. Therefore, SP × SIZE
has a positive effect on ROS. The ROS of the large companies included in the sustainable
index is increasing. Thus, H3 is partially accepted. In the last model, an increase in
gross domestic product per capita increases companies’ MV/BV ratio. Other independent
variables did not have a statistically significant effect on MV/BV.

After static panel regression analysis, the models were reestimated with a Generalized
Method of Moments (GMM) dynamic panel using first difference estimators. While esti-
mating the model as a dynamic model, the lagged value of the dependent variable was
included in the model as an independent variable. The primary purpose is to determine
whether past performance indicators affect companies’ current performance indicators.
The estimators from [84] are used as GMM estimators in the study. This method makes the
most of all linear moment constraints resulting from the assumption that the error term is
uncorrelated, with no other exogenous variables in the lagged values of the dependent vari-
able. The models handle all independent variables internally, and lagged values are used as
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GMM-type tools. In addition, the second-order correlation and Sargan over-identification
constraints results based on GMM residues are obtained via this method [84].

The models established for the GMM estimator expressed as a dynamic panel regres-
sion model are as follows.

ROAit = β1ROAit−1 + β2CRit + β3CIit + β4LEVit + β5SPit + β6SIZEit + β7CSit + β8LGDPit + β9SP ∗ SIZEit + εit (5)

ROEit = β1ROEit−1 + β2CRit + β3CIit + β4LEVit + β5SPit + β6SIZEit + β7CSit + β8LGDPit + β9SP ∗ SIZEit + εit (6)

ROSit = β1ROSit−1 + β2CRit + β3CIit + β4LEVit + β5SPit + β6SIZEit + β7CSit + β8LGDPit + β9SP ∗ SIZEit + εit (7)

MV/BVit = β1MV/BVit−1 + β2CRit + β3CIit + β4LEVit + β5SPit + β6SIZEit + β7CSit + β8LGDPit + β9SP ∗ SIZEit + εit (8)

The results from the four models established are given in Table 7.
In dynamic regression models, AR1 and AR2 autocorrelation tests are used to deter-

mine the “H0: There is no serial correlation” hypothesis. The null hypothesis is accepted
in all models established for Turkey and South Korea. In other words, there is no auto-
correlation problem in the models. Although there is first-degree autocorrelation (AR1)
in the ROS and MV/BV models in Turkey and the ROA and ROE models in South Korea,
the results are not inconsistent since there is no second-order autocorrelation problem.
However, due to the Sargan test, instrument variables are valid in both countries; in other
words, over-definition constraints are invalid.

According to the results of the GMM estimator for Turkey, the dependent variable of
the previous year’s return on assets does not affect the current period’s return on assets.
The increase or decrease in the return on assets of the companies in the previous year
does not affect the return on assets in the current year. Capital intensity and leverage ratio
negatively and significantly affect the return on assets. The fact that companies are included
in the sustainability index reduces their asset profitability. The increases in sales and in the
gross domestic product per capita increase the return on assets. SP × SIZE, the moderator
variable, has a statistically significant and positive effect on return on assets. The ROE
value one year ago has a statistically significant and negative effect on the current period
ROE. An increase in the return on equity in the past period reduces the return on equity in
the current period. While the change in sales negatively affects the return on equity, the
asset size positively affects the return on equity. It was found that past ROS and MV/BV
variables had a positive and statistically significant effect on current ROS and MV/BV. The
increase in capital intensity reduces both ROS and MV/BV. While the leverage ratio has a
negative effect on ROS, it positively affects MV/BV. It is determined that firm size has a
statistically significant positive effect on ROS and MV/BV.

According to the results of the South Korean GMM estimator, the previous year’s
return on assets and return on equity have a statistically significant and positive effect on
their current value. Capital intensity negatively affects ROA at the 99% confidence interval.
The leverage ratio has a significant negative effect on both ROA and ROE. It is found that
changes in sales and LGDP have a positive and significant relationship on both ROA and
ROE. The dummy variable established for the companies in the sustainable index has a
positive effect on ROE and a negative effect on ROS and MV/BV. Including companies in
the index increases the return on equity while reducing the ROS and the MV/BV ratio. The
asset size of the companies included in the sustainable index has a positive and statistically
significant effect on the MV/BV ratio.
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Table 7. GMM results.

Country Turkey South Korea

Model Model 1 Model 2 Model 3 Model 4 Model 1 Model 2 Model 3 Model 4

FP Proxy ROA ROE ROS MV/BV ROA ROE ROS MV/BV

Lagged
Dependent

−0.1655
(0.157)

−0.1367 *
(0.000)

0.0174
(0.845)

0.3678 *
(0.000)

0.2737 *
(0.000)

0.0852 *
(0.004)

−0.0374 *
(0.000)

0.1718
(0.318)

CR −0.0002
(0.917)

−0.0013
(0.870)

0.0041
(0.588)

−0.0853
(0.276)

0.0014
(0.693)

−0.0065
(0.553)

0.0756 *
(0.000)

−0.0235
(0.581)

CI −0.0125 ***
(0.056)

−0.0073
(0.740)

−0.0041 **
(0.051)

−0.1010 **
(0.051)

−0.0024 *
(0.003)

−0.0015
(0.108)

−0.0256 *
(0.000)

0.0135 *
(0.015)

LEV −0.2061 *
(0.001)

−0.1390
(0.558)

−0.4617 *
(0.000)

4.5218 *
(0.006)

−0.2672 *
(0.000)

−0.7065 *
(0.000)

−0.5126 *
(0.007)

0.6435
(0.165)

SP −0.2185 ***
(0.073)

−0.6314
(0.338)

−0.2884
(0.416)

−1.7210
(0.698)

0.0329
(0.272)

0.2595 *
(0.001)

−0.1176 ***
(0.060)

−0.7112 ***
(0.088)

CS 0.0455 *
(0.000)

0.1275 *
(0.000)

0.1351 *
(0.000)

0.1797
(0.581)

0.0399 *
(0.012)

0.0666 *
(0.019)

0.1720 *
(0.000)

0.2914 *
(0.002)

SIZE −0.0037
(0.490)

−0.0374 ***
(0.069)

0.0234 **
(0.029)

0.4405 *
(0.008)

0.0257
(0.415)

0.2215 *
(0.000)

0.1249
(0.232)

−0.6767 *
(0.001)

LGDP 0.0268 **
(0.047)

0.0064
(0.882)

−0.0161
(0.465)

−0.8897 *
(0.011)

0.0111 *
(0.002)

0.0190 *
(0.041)

0.0319 *
(0.000)

0.2773 *
(0.000)

SP × SIZE 0.0101 ***
(0.071)

0.0303
(0.313)

0.0122
(0.441)

0.0672
(0.732)

0.0176
(0.722)

−0.0512
(0.540)

−0.0862
(0.358)

0.6342 *
(0.051)

WALD 63.95 *
(0.0000)

71.58 *
(0.0000)

224.99 *
(0.0000)

913.71 *
(0.0000)

360.71 *
(0.0000)

223.41 *
(0.0000)

5597.19 *
(0.0000)

1497.92 *
(0.0000)

AR1 −1.4004 −1.5732 −1.9795 ** −2.2529 ** −2.7661 * −2.1183 ** −1.4649 −0.7636
AR2 −0.6978 −1.2406 −1.4215 −1.7325 −1.6885 0.4267 −1.2304 −0.0292

Sargan 16.6688 10.9469 13.7860 19.8013 9.4017 10.8221 12.7608 20.0926
df 18 18 18 18 17 17 17 17

Notes: *, ** and *** denote 1%, 5% and 10% significance levels, respectively. AR1 and AR2 are the first- and
second-order correlation test results of first-differentiated residues. It is not series-correlated, and N(0,1) is asymp-
totically distributed under the null hypothesis. Sargan is a test of extreme descriptive constraints asymptotically
distributed as ×2 under the null hypothesis, which means variables are valid with df degrees of freedom [85].

5.3. Discussion

Four proxies (ROA, ROE, ROS, and MV/BV) were used for financial performance,
and the effect of sustainability performance on financial performance indicators in the
two countries was examined. As a result of the analysis, it was determined that sustainabil-
ity performance significantly affects ROA for Turkey. These findings are in line with the
findings of similar studies. These studies found a positive relationship between sustainabil-
ity performance and ROA [11,86–88]. The results of the present study for Turkey also differ
from those of similar studies. For example, refs. [59,89,90] found that there was no signifi-
cant relationship between sustainability performance and ROA. It was determined that the
sustainability performances of companies operating in South Korea did not significantly
affect ROA. These results differ from the results of similar studies. These studies found
a negative relationship between sustainability performance and ROA [14,56,91]. When
we analyzed the results regarding ROE, the second proxy used for FP, it was determined
that Turkish firms’ sustainability performance did not significantly affect ROE. Results
of previous research support these findings [89,90,92]. It was found that sustainability
performance had a significant and positive effect on ROE for South Korea. The findings
of similar studies support these results, as [86,93] found a positive relationship between
sustainability performance and ROE. However, the current research results for South Korea
differ from those of other similar studies. Researchers determined a negative and significant
relationship between SP and ROE [13,14,56].

The findings also showed that SP had no significant effect on ROS in Turkey. This result
was the opposite for South Korea, where SP had a negative and significant effect on ROS.
The significant effect of SP on ROS has been confirmed in some studies [94–97]. The final
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proxy used for FP is the market value–book value ratio. For both countries, sustainability
performance did not significantly affect the market value–book value ratio. These results
differ from the results of similar studies. Researchers have found a positive and significant
relationship between sustainability performance and market value [6,20,45,74]. As far as
we know from the literature, there is no research in which the market value–book value
ratio is used as the FP indicator; for this reason, studies examining the relationship between
SP and market value are mentioned.

An essential result of the research is related to companies in developed and developing
countries. The findings show no significant effect of SP on FP in three proxies (ROE, ROS,
MV/BV) in an emerging country. However, SP significantly affects FP for two proxies (ROE
and ROS) for South Korea. These results reveal that the relationship between SP and FP in
companies in developed and developing countries differs in the current study. Furthermore,
these results differ from the results of similar studies. For example, ref. [65] found a positive
relationship between SP and FP in both developed and developing countries. In addition,
they determined that there is a positive relationship between SP and investment efficiency,
which is more vital in developed countries than in developing countries.

An essential contribution of the research is related to the results of the moderator
effect of firm size. While the SP × SIZE interaction had a significant and positive effect
only on ROA for Turkey, it had a significant effect on ROE (negative) and ROS (positive)
for South Korea. For Turkey, the ROA of large companies included in the sustainability
index is increasing. For South Korea, as the ROS of the large companies included in the
sustainability index decreased, the ROE increased. These results differ from the results of
similar studies for both countries. For example, ref. [69] found that large companies with
high sustainability performance have high growth rates and returns on equity. In addition,
these findings are in line with the findings of similar studies. For example, ref. [98] found
that firm size moderates the relationship between sustainability disclosures and financial
performance. They argued that government measures regarding sustainability negatively
affect financial performance for large firms, while the opposite is valid for small firms.
The authors of [78] determined that firm size moderates the effect between sustainability
practices and operational performance.

Finally, the GMM analysis results revealed whether the past year’s financial perfor-
mance indicators affect the financial performance in the current period. In Turkey, the
previous year’s ROE had a negative effect on the current ROE value; the previous year’s
ROS and MV/BV variables positively affected their current value. As well, the previous
year’s ROA had no significant effect on the current ROA value. For Turkey, the moderator
variable SP × SIZE only significantly and positively affected ROA. In South Korea, the
previous year’s ROA and ROE statistically and positively affected their current value. In
addition, the moderator variable SP× SIZE positively affected ROE and negatively affected
ROS and MV/BV for South Korea. GMM analysis was performed in a few studies regard-
ing the financial performance context, and different results were obtained. For example,
ref. [99] performed GMM and argued that sustainability practices positively affect financial
performance (ROAA, ROAE), and [100] also applied GMM and found that the previous
year’s ROA and Tobin Q positively affected their current value. They also argued that the
previous year’s ROE negatively impacted the current value of ROE.

5.4. Theoretical and Managerial Implications

In the study, different results were obtained for Turkey and South Korea. For South
Korea, SP impacts FP in terms of two proxies (ROE, ROS). These results support the
arguments of the instrumental stakeholder theory. In light of the theory, it is possible to
state that companies in South Korea that are included in the sustainability index have
a positive impact on their stakeholders, and as a result, their financial performance has
increased. It can be stated that the financial performance of companies that meet the needs
of their stakeholders regarding environmental, social, and economic sustainability are
positively affected, and they have an advantageous position compared to their competitors.
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For Turkey, it was determined that there was only a relationship between SP and FP in
terms of ROA, excluding the other three proxies. Therefore, these findings indicate that
the arguments of instrumental stakeholder theory are not supported. Furthermore, it is
understood that the sustainability efforts of Turkish companies are either unrequited for
the stakeholders, or they do not have an impact on the stakeholders at a level that could
increase or decrease financial performance.

In the light of agency and legitimacy theories, the sustainability performance of
large-sized companies in Turkey increases ROA. As companies grow, their sustainability
activities increase, resulting in an increase in financial performance in terms of the ROA
proxy. However, a similarly significant effect is not valid for ROE, ROS, and MV/BV.
Therefore, for ROA, these findings support the agency and legitimacy theories, while these
are not supported for the other three proxies. In South Korea, the sustainability performance
of large-sized companies increases ROS and decreases ROE. Hence, the findings related to
ROS support both theories. For example, although a significant effect was found regarding
ROE, this effect is negative and, therefore, not supported by either theory. Moreover, the
effect of the moderator variable differs in terms of the financial performance indicators of
both countries. It is understood that the SP–FP relationship does not increase in the same
direction when the size of the firm increases, which supports opposing views regarding
the two theories in terms of ROE, ROS, and MV/BV for Turkish firms and ROA, ROE, and
MV/BV for South Korean firms.

When the results are analyzed from a managerial point of view, it is thought that there
is a connection between the development levels of countries and the laws and regulations
that companies have to implement. In this context, due to strict practices in developed
countries, companies are likely to be more sensitive regarding sustainability activities and
fulfilling mandatory requirements. This situation reveals that countries should compare
their sustainability decisions and rules with those of developed countries. By doing so,
countries can contribute to their companies’ competitiveness beyond national borders. At
the same time, companies can integrate the practices of other companies that they think
are successful in sustainability into their processes. The awareness and consciousness of
sustainability regarding environmental, social, and economic dimensions are increasing
daily in society and among academics. This situation indicates that companies focusing
on sustainability activities and making decisions considering the environment, society,
and people can gain a competitive advantage. Managers need to focus mainly on waste
recovery and energy efficiency. Companies must form teams that can develop innovative
ideas such as soilless agriculture and producing energy from waste, and determine a
significant research and development budget for this purpose. Many studies have shown
a positive relationship between SP and FP that is more robust, especially for companies
in developed countries. Therefore, we believe that, based on the findings of previous and
current research, it is necessary to make managerial inferences with a focus on developed
countries and to take the practices in these countries as an example.

6. Conclusions

The primary purpose of the research is to examine the effect of sustainability perfor-
mance on financial performance with a focus on companies operating in South Korea and
Turkey. In addition, it aims to examine this impact specific to developed and developing
countries. Being listed in the BIST Sustainability Index and Dow Jones Sustainability Korea
Index was designated as a proxy for SP, while ROA, ROE, ROS, and MV/BV were used
as proxies for FP. The main result of the research reveals that the impact of sustainability
performance on financial performance is different between South Korea and Turkey. This
result shows that the SP–FP relationship differs between developed and developing coun-
tries. In addition, the SP × SIZE moderator variable reveals different results regarding
the financial performances of the companies of both countries. However, the results of
the GMM analysis also show that the past year’s data for the companies in both countries
differ in their influence on the current data. For South Korea, the past values of ROA and
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ROE statistically and positively affect their current value. For Turkey, past ROE, ROS, and
MV/BV value positively affect their current value.

The study used ROA, ROE, ROS, and MV/BV as FP proxies. Researchers could
use other variables, such as Tobin’s Q and share price, as an FP proxy. They could also
examine variables (such as firm value) that may mediate the impact of SP on FP. Since
the sustainability index was published in Turkey in 2014, the SP and FP of the companies
between 2015–2021 were considered. In the study, companies in Turkey and South Korea
were examined. Researchers could examine more countries or groups (such as OECD and
G7) when investigating the SP–FP relationship. Banks, insurance companies, and REITs
were not examined in the study; it would be possible to also examine these institutions in
future research. Finally, companies in the BIST 100 and KOSPI 100 indices were examined
in the research. Researchers could also analyze different markets in the same countries
(such as BIST 30).
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3. Aksoylu, S.; Taşdemir, B. Kurumsal Sustainability performance evaluation: A study in BIST sustainability index. J. Ömer

Halisdemir Univ. Fac. Econ. Adm.Sci. 2020, 13, 95–106. [CrossRef]
4. Aggarwal, P. Impact of sustainability performance of company on its financial performance: A study of listed Indian companies.

Glob. J. Manag. Bus. Res. Financ. 2013, 13, 61–70.
5. Ates, S. Membership of sustainability index in an emerging market: Implications for sustainability. J. Clean. Prod. 2020, 250, 1–11.

[CrossRef]
6. Aras, G.; Tezcan, N.; Kutlu Furtuna, O. The value relevance of banking sector multidimensional corporate sustainability

performance. Corp. Soc. Responsib. Environ. Manag. 2018, 25, 1062–1073. [CrossRef]
7. Al-Najjar, B.; Anfimiadou, A. Environmental policies and firm value. Bus. Strateg. Environ. 2012, 21, 49–59. [CrossRef]
8. Amacha, E.B.; Dastane, O. Sustainability practices as determinants of financial performance: A case of Malaysian corporations. J.

Asian Financ. Econ. Bus. 2017, 4, 55–68. [CrossRef]
9. Ching, H.Y.; Gerab, F.; Toste, T.H. The Quality of Sustainability Reports and Corporate Financial Performance: Evidence From

Brazilian Listed Companies. SAGE Open 2017, 7, 1–9. [CrossRef]
10. De Klerk, M.; De Villiers, C. The value relevance of corporate responsibility reporting: South African evidence. Medit. Account.

Res. 2012, 20, 21–38. [CrossRef]
11. Goll, I.; Rasheed, A.A. The moderating effect of environmental munificence and dynamism on the relationship between

discretionary social responsibility and firm performance. J. Bus. Ethics 2004, 49, 41–54. [CrossRef]
12. Kuzey, C.; Uyar, A. Determinants of sustainability reporting and its impact on firm value: Evidence from the emerging market of

Turkey. J. Clean. Prod. 2017, 143, 27–39. [CrossRef]
13. Wagner, M.; Phu, N.V.; Azomahou, T.; Wehrmeyer, W. The influence of ISO 14001 and EMAS certification on environmental and

economic performance of firms: An empirical analysis. Corp. Soc. Responsib. Environ. Manag. 2002, 9, 133–146. [CrossRef]
14. Makni, R.; Francoeur, C.; Bellavance, F. Causality between corporate Social performance and financial performance: Evidence

from Canadian firms. J. Bus. Ethics 2009, 89, 409–422. [CrossRef]

http://doi.org/10.1057/crr.2015.17
http://doi.org/10.25287/ohuiibf.642675
http://doi.org/10.1016/j.jclepro.2019.119465
http://doi.org/10.1002/csr.1520
http://doi.org/10.1002/bse.713
http://doi.org/10.13106/jafeb.2017.vol4.no2.55
http://doi.org/10.1177/2158244017712027
http://doi.org/10.1108/10222521211234200
http://doi.org/10.1023/B:BUSI.0000013862.14941.4e
http://doi.org/10.1016/j.jclepro.2016.12.153
http://doi.org/10.1002/csr.22
http://doi.org/10.1007/s10551-008-0007-7


Sustainability 2022, 14, 16695 17 of 19

15. Cardamone, P.; Carnevale, C.; Giunta, F. The value relevance of social reporting: Evidence from listed Italian companies. J. Appl.
Account.Res. 2012, 13, 255–269. [CrossRef]

16. Scholtens, B. A note on the interaction between corporate social responsibility and financial performance. Ecol. Econ. 2008,
68, 46–55. [CrossRef]

17. Hoepner, A.; Oikonomou, I.; Scholtens, B.; Schröder, M. The effects of corporate and country sustainability characteristics on the
cost of debt: An international investigation. J. Bus. Financ. Account. 2016, 43, 158–190. [CrossRef]

18. Kaspereit, T.; Lopatta, K. The value relevance of SAM’s corporate sustainability ranking and GRI sustainability reporting in the
European stock markets. Bus. Ethics 2016, 25, 1–24. [CrossRef]

19. De Klerk, M.; De Villiers, C.; Van Staden, C. The influence of corporate social responsibility disclosure on share prices: Evidence
from the United Kingdom. Pac. Account. Rev. 2015, 27, 208–228. [CrossRef]

20. Lourenço, I.C.; Branco, M.C.; Curto, J.D.; Eugénio, T. How does the market value corporate sustainability performance? J. Bus.
Ethics 2012, 108, 417–428. [CrossRef]

21. Karagiorgos, T. Corporate social responsibility and financial performance: An empirical analysis on Greek companies. Eur. Res.
Stud. J. 2010, 13, 85–108. [CrossRef] [PubMed]

22. Fujii, H.; Iwata, K.; Kaneko, S.; Managi, S. Corporate environmental and economic performance of Japanese manufacturing firms:
Empirical study for sustainable development. Bus. Strateg. Environ. 2013, 22, 187–201. [CrossRef]

23. Arsoy, A.P.; Arabaci, O.; Ciftcioglu, A. Corporate social responsibility and financial performance relationship: The case of Turkey.
J. Account. Financ. 2012, 132, 59–61.

24. Miralles-Quirós, M.M.; Miralles-Quirós, J.L.; Gonçalves, L.M.V. The value relevance of environmental, social, and governance
performance: The Brazilian case. Sustainability 2018, 10, 574. [CrossRef]

25. Rettab, B.; Brik, A.B.; Mellahi, K. A study of management perceptions of the impact of corporate social responsibility on
organisational performance in emerging economies: The case of Dubai. J. Bus. Ethics 2009, 89, 371–390. [CrossRef]

26. Jung, S.; Nam, C.; Yang, D.H.; Kim, S. Does corporate sustainability performance increase corporate financial performance?
Focusing on the information and communication technology industry in Korea. Sustain. Dev. 2018, 26, 243–254. [CrossRef]

27. Hussain, N.; Rigoni, U.; Cavezzali, E. Does it pay to be sustainable? Looking inside the black box of the relationship between
sustainability performance and financial performance. Corp. Soc. Responsib. Environ. Manag. 2018, 25, 1198–1211. [CrossRef]

28. Jensen, M.C.; Meckling, W.H. Theory of the firm: Managerial behavior, agency costs and ownership structure. J. Financ. Econ.
1976, 3, 305–360. [CrossRef]

29. Freeman, R.E. Strategic Management: A Stakeholder Approach; Pitman Publishing: Boston, MA, USA, 1984.
30. Theodoulidis, B.; Diaz, D.; Crotto, F.; Rancati, E. Exploring corporate social responsibility and financial performance through

stakeholder theory in the tourism industries. Tour. Manag. 2017, 62, 173–188. [CrossRef]
31. Roberts, R.W. Determinants of corporate social responsibility disclosure: An application of stakeholder theory. Account. Organ.

Soc. 1992, 17, 595–612. [CrossRef]
32. Laskar, N.; Chakraborty, T.K.; Maji, S.G. Corporate sustainability performance and financial performance: Empirical evidence

from Japan and India. Manag. Labour Stud. 2017, 42, 88–106. [CrossRef]
33. Donaldson, T.; Preston, L. The stakeholder theory of the corporation: Concepts, evidence, and implications. Acad. Manag. Rev.

1995, 20, 65–91. [CrossRef]
34. Delbufalo, E. Agency theory and sustainability in global supply chain. In Agency Theory and Sustainability in the Global Supply

Chain; Springer: Berlin/Heidelberg, Germany, 2018; pp. 33–54.
35. Hill, C.W.; Jones, T.M. Stakeholder-agency theory. J. Manag. Stud. 1992, 29, 131–154. [CrossRef]
36. Kudla, N.L.; Klaas-Wissing, T. Sustainability in shipper-logistics service provider relationships: A tentative taxonomy based on

agency theory and stimulus-response analysis. J. Purchas. Supply Manag. 2012, 18, 218–231. [CrossRef]
37. Greiner, M.; Sun, J. How corporate social responsibility can incentivize top managers: A commitment to sustainability as an

agency intervention. Corp. Soc. Responsib. Environ. Manag. 2021, 28, 1360–1375. [CrossRef]
38. Deegan, C. Financial Accounting Theory, 3rd ed.; McGraw-Hill: Sydney, Australia, 2007.
39. Hummel, K.; Schlick, C.; Fifka, M. The role of sustainability performance and accounting assurors in sustainability assurance

engagements. J. Bus. Ethics 2019, 154, 733–757. [CrossRef]
40. Eugénio, T.P.; Lourenco, I.C.; Morais, A.I. Sustainability strategies of the company TimorL: Extending the applicability of

legitimacy theory. Manag. Environ. Qual. Int. J. 2013, 24, 570–582. [CrossRef]
41. Ali, R.; Rehman, R.U.; Kanwal, M.; Naseem, M.A.; Ahmad, M.I. Determinants of corporate social responsibility disclosure of

banking sector in Pakistan. Soc. Responsib. J. 2021, 18, 1019–1034. [CrossRef]
42. Lu, L.W. The moderating effect of corporate governance on the relationship between corporate sustainability performance and

corporate financial performance. Int. J. Discl. Gov. 2021, 18, 193–206. [CrossRef]
43. Nurlaily, F.; Rahmi, A.A. Corporate sustainability performance and financial performance: Moderating effect of board composition.

Akurasi J. Stud. Akunt. Keuang. 2021, 4, 245–256. [CrossRef]
44. Algarni, M.A.; Ali, M.; Albort-Morant, G.; Leal-Rodríguez, A.L.; Latan, H.; Ali, I.; Ullah, S. Make green, live clean! Linking

adaptive capability and environmental behavior with financial performance through corporate sustainability performance. J.
Clean. Prod. 2022, 346, 131156. [CrossRef]

http://doi.org/10.1108/09675421211281326
http://doi.org/10.1016/j.ecolecon.2008.01.024
http://doi.org/10.1111/jbfa.12183
http://doi.org/10.1111/beer.12079
http://doi.org/10.1108/PAR-05-2013-0047
http://doi.org/10.1007/s10551-011-1102-8
http://doi.org/10.35808/ersj/301
http://www.ncbi.nlm.nih.gov/pubmed/36505893
http://doi.org/10.1002/bse.1747
http://doi.org/10.3390/su10030574
http://doi.org/10.1007/s10551-008-0005-9
http://doi.org/10.1002/sd.1698
http://doi.org/10.1002/csr.1631
http://doi.org/10.1016/0304-405X(76)90026-X
http://doi.org/10.1016/j.tourman.2017.03.018
http://doi.org/10.1016/0361-3682(92)90015-K
http://doi.org/10.1177/0258042X17707659
http://doi.org/10.2307/258887
http://doi.org/10.1111/j.1467-6486.1992.tb00657.x
http://doi.org/10.1016/j.pursup.2012.04.001
http://doi.org/10.1002/csr.2148
http://doi.org/10.1007/s10551-016-3410-5
http://doi.org/10.1108/MEQ-03-2011-0017
http://doi.org/10.1108/SRJ-08-2019-0272
http://doi.org/10.1057/s41310-020-00099-6
http://doi.org/10.29303/akurasi.v4i2.111
http://doi.org/10.1016/j.jclepro.2022.131156


Sustainability 2022, 14, 16695 18 of 19

45. Berthelot, S.; Coulmont, M.; Serret, V. Do investors value sustainability reports? A Canadian study. Corp. Soc. Responsib. Environ.
Manag. 2012, 19, 355–363. [CrossRef]

46. Zheng, G.W.; Siddik, A.B.; Masukujjaman, M.; Fatema, N. Factors affecting the sustainability performance of financial institutions
in Bangladesh: The role of green finance. Sustainability 2021, 13, 10165. [CrossRef]

47. Aman, S.; Seuring, S. Interestingly it’s innovation: Reviewing sustainability performance management in the base of the pyramid
(BoP). Technovation 2022, 112, 102394. [CrossRef]

48. Kamarudin, K.A.; Ariff, M.A.; Wan Ismail, W.A. Product market competition, board diversity and corporate sustainability
performance: International evidence. J. Financ. Rep. Account. 2022, 20, 233–260. [CrossRef]

49. Khattak, M.A. Corporate sustainability and financial performance of banks in Muslim economies: The role of institutions. J.
Public Aff. 2021, 21, 2156. [CrossRef]

50. Fatihudin, D.; Jusni; Mochklas, M. How measuring financial performance. Int. J. Civil Eng. Technol. 2018, 9, 553–557.
51. Tulcanaza-Prieto, A.B.; Aguilar-Rodríguez, I.E.; Lee, C.W. Customer perception and its influence on the financial performance in

the Ecuadorian banking environment. Sustainability 2022, 14, 6960. [CrossRef]
52. Nguyen, T.H.; Vu, Q.T.; Nguyen, D.M.; Le, H.L. Factors influencing corporate social responsibility disclosure and its impact on

financial performance: The case of Vietnam. Sustainability 2021, 13, 8197. [CrossRef]
53. Park, J.W.; Lee, C.W. Performance of stock price with changes in SRI governance index. Corp. Soc. Responsib. Environ. Manag.

2018, 25, 1121–1129. [CrossRef]
54. Rayhan, S.M.; Mithun, A.S.; Kumar, P.S.; Haque, M.Z. Measuring sustainability performance using an integrated model. Measur.

J. Int. Measur. Confed. 2021, 184, 109931. [CrossRef]
55. Ullah, F.; Degong, M.; Anwar, M.; Hussain, S.; Ullah, R. Supportive tactics for innovative and sustainability performance in

emerging SMEs. Financ. Innov. 2021, 7. [CrossRef]
56. Jaggi, B.; Freedman, M. An examination of the impact of pollution performance on economic and market performance: Pulp and

paper Firms. J. Bus. Financ. Account. 1992, 19, 697–713. [CrossRef]
57. Cordeiro, J.J.; Sarkis, J. Environmental proactivism and firm performance: Evidence from security analyst earnings forecasts. Bus.

Strateg. Environ. 1997, 6, 104–114. [CrossRef]
58. Menguc, B.; Ozanne, L.K. Challenges of the “green imperative”: A natural resource-based approach to the environmental

orientation-business performance relationship. J. Bus. Res. 2005, 58, 430–438. [CrossRef]
59. Siregar, S.V.; Bachtiar, Y. Corporate social reporting: Empirical evidence from Indonesia Stock Exchange. Int. J. Islam Middle

Eastern Financ. Manag. 2010, 3, 241–252. [CrossRef]
60. Gallego-Álvarez, I.; García-Sánchez, I.M.; Da Silva, V.C. Climate change and financial performance in times of crisis. Bus. Strateg.

Environ. 2014, 23, 361–374. [CrossRef]
61. Yadav, P.L.; Han, S.H.; Rho, J.J. Impact of environmental performance on firm value for sustainable investment: Evidence from

large US firms. Bus. Strateg. Environ. 2016, 25, 402–420. [CrossRef]
62. Trumpp, C.; Guenther, T. Too little or too much? Exploring u-shaped relationships between corporate environmental performance

and corporate financial performance. Bus. Strateg. Environ. 2017, 26, 49–68. [CrossRef]
63. Nuber, C.; Velte, P.; Hörisch, J. The curvilinear and time-lagging impact of sustainability performance on financial performance:

Evidence from Germany. Corp. Soc. Responsib. Environ. Manag. 2020, 27, 232–243. [CrossRef]
64. Jyoti, G.; Khanna, A. Does sustainability performance impact financial performance? Evidence from Indian service sector firms.

Sustain. Dev. 2021, 29, 1086–1095. [CrossRef]
65. Poursoleyman, E.; Mansourfar, G.; Homayoun, S.; Rezaee, Z. Business sustainability performance and corporate financial

performance: The mediating role of optimal investment. Manag. Financ. 2022, 48, 348–369. [CrossRef]
66. Lu, J.; Rodenburg, K.; Foti, L.; Pegoraro, A. Are firms with better sustainability performance more resilient during crises? Bus.

Strateg. Environ. 2022, 31, 3354–3370. [CrossRef]
67. Wang, L.; Li, S.; Gao, S. Do greenhouse gas emissions affect financial performance? An empirical examination of Australian

public firms. Bus. Strateg. Environ. 2014, 23, 505–519. [CrossRef]
68. Staicu, A.M.; Feleaga, N. A cross-country analysis on the relation between sustainability performance and financial performance:

Empirical evidence from Europe. Int. J. Acad. Res. Bus. Social Sci. 2013, 3, 22–50. [CrossRef] [PubMed]
69. Artiach, T.; Lee, D.; Nelson, D.; Walker, J. The determinants of corporate sustainability performance. Account. Financ. 2010,

50, 31–51. [CrossRef]
70. Adams, C.A.; Hill, W.-Y.; Roberts, C.B. Corporate social reporting practices in Western Europe: Legitimating corporate behaviour?

Br. Account. Rev. 1998, 30, 1–21. [CrossRef]
71. Key, S. Toward a new theory of the firm: A critique of stakeholder “theory”. Manag. Decis. 1999, 37, 317–328. [CrossRef]
72. Ruf, B.M.; Muralidhar, K.; Brown, R.M.; Janney, J.J.; Paul, K. An empirical investigation of the relationship between change

in corporate social performance and financial performance: A stakeholder theory perspective. J. Bus. Ethics 2001, 32, 143–156.
[CrossRef]

73. Robinson, M.; Kleffner, A.; Bertels, S. Signaling sustainability leadership: Empirical evidence of the value of DJSI membership. J.
Bus. Ethics 2011, 101, 493–505. [CrossRef]

74. Schadewitz, H.; Niskala, M. Communication via responsibility reporting and its effect on firm value in Finland. Corporate Social
Responsib. Environ. Manag. 2010, 17, 96–106. [CrossRef]

http://doi.org/10.1002/csr.285
http://doi.org/10.3390/su131810165
http://doi.org/10.1016/j.technovation.2021.102394
http://doi.org/10.1108/JFRA-01-2021-0020
http://doi.org/10.1002/pa.2156
http://doi.org/10.3390/su14126960
http://doi.org/10.3390/su13158197
http://doi.org/10.1002/csr.1526
http://doi.org/10.1016/j.measurement.2021.109931
http://doi.org/10.1186/s40854-021-00284-8
http://doi.org/10.1111/j.1468-5957.1992.tb00652.x
http://doi.org/10.1002/(SICI)1099-0836(199705)6:2&lt;104::AID-BSE102&gt;3.0.CO;2-T
http://doi.org/10.1016/j.jbusres.2003.09.002
http://doi.org/10.1108/17538391011072435
http://doi.org/10.1002/bse.1786
http://doi.org/10.1002/bse.1883
http://doi.org/10.1002/bse.1900
http://doi.org/10.1002/csr.1795
http://doi.org/10.1002/sd.2204
http://doi.org/10.1108/MF-01-2021-0040
http://doi.org/10.1002/bse.3088
http://doi.org/10.1002/bse.1790
http://doi.org/10.6007/IJARBSS/v3-i10/274
http://www.ncbi.nlm.nih.gov/pubmed/36494815
http://doi.org/10.1111/j.1467-629X.2009.00315.x
http://doi.org/10.1006/bare.1997.0060
http://doi.org/10.1108/00251749910269366
http://doi.org/10.1023/A:1010786912118
http://doi.org/10.1007/s10551-011-0735-y
http://doi.org/10.1002/csr.234


Sustainability 2022, 14, 16695 19 of 19

75. Frias-Aceituno, J.V.; Rodríguez-Ariza, L.; Garcia-Sánchez, I.M. Explanatory factors of integrated sustainability and financial
reporting. Bus. Strateg. Environ. 2014, 23, 56–72. [CrossRef]

76. Solikhah, B. An overview of legitimacy theory on the influence of company size and industry sensitivity towards CSR disclosure.
Int. J. Appl. Bus. Econ. Res. 2016, 14, 3013–3023.

77. Nurhayati, R.; Taylor, G.; Rusmin, R.; Tower, G.; Chatterjee, B. Factors determining social and environmental reporting by Indian
textile and apparel firms: A test of legitimacy theory. Soc. Responsib. J. 2016, 12, 167–189. [CrossRef]

78. Gupta, G.; Nagpal, S. Green dimensions, environment orientation and size: Impact assessment on operational performance of
manufacturing firms. Glob. Bus. Rev. 2020, 1–14. [CrossRef]

79. D’Amato, A.; Falivena, C. Corporate social responsibility and firm value: Do firm size and age matter? Empirical evidence from
European listed companies. Corp. Soc. Responsib. Environ. Manag. 2020, 27, 909–924. [CrossRef]

80. KAP. Available online: https://www.kap.org.tr/tr/ (accessed on 30 July 2022).
81. S&P Global. Available online: https://www.spglobal.com/en/ (accessed on 29 July 2022).
82. Gujarati, N.D.; Porter, C.D. Basic Econometrics; The McGraw-Hill: New York, USA, 2009.
83. Hausman, J.A. Specification tests in econometrics. Econometr. J. Econometr. Soc. 1978, 46, 1251–1271. [CrossRef]
84. Arellano, M.; Bond, S. Some tests of specification for panel data: Monte Carlo evidence and an application to employment

equations. Rev. Econ. Stud. 1991, 58, 277–297. [CrossRef]
85. Blundell, R.; Bond, S. Initial conditions and moment restrictions in dynamic panel data models. J. Econometr. 1998, 87, 115–143.

[CrossRef]
86. Hart, S.L.; Ahuja, G. Does It Pay To Be Green? An empirical examination of the relationship between emission reduction and firm

performance. Bus. Stratem Environ. 1996, 5, 30–37. [CrossRef]
87. Mahoney, L.; LaGore, W.; Scazzero, J.A. Corporate social performance, financial performance for firms that restate earnings. Issues

Soc. Environ. Account. 2008, 2, 104. [CrossRef]
88. Mishra, S.; Suar, D. Does corporate social responsibility influence firm performance of Indian companies? J. Bus. Ethics 2010,

95, 571–601. [CrossRef]
89. Seifert, B.; Morris, S.A.; Bartkus, B.R. Comparing big givers and small givers: Correlates of of corporate philanthropy. J. Bus.

Ethics 2003, 45, 195–211. [CrossRef]
90. Fauzi, H.; Mahoney, L.S.; Rahman, N.A.A. The link between corporate social performance and financial performance: Evidence

from Indonesian companies. Issues Soc. Environ. Account. 2007, 1, 149–159. [CrossRef]
91. Surroca, J.; Tribó, J.A. Managerial entrenchment and corporate social performance. J. Bus. Financ. Account. 2008, 35, 748–789.

[CrossRef]
92. Buys, P.; Oberholzer, M.; Andrikopoulos, P. An investigation of the economic performance of sustainability reporting companies

versus non-reporting companies: A South African perspective. J. Soc. Sci. 2011, 29, 151–158. [CrossRef]
93. Eccles, R.G.; Ioannou, I.; Serafeim, G. The impact of a corporate culture of sustainability on corporate behavior and performance.

USA Natl. Bureau Econ. Res. 2012, 17950. [CrossRef]
94. Uthayakumar, R. Impact of financial performance on the sustainability performance of the listed companies in Sri Lanka. In

Proceedings of the 12th International Conference on Business & Information ICBI, Colombo, Sri Lanka, 11 November 2021.
95. Xiao, C.; Wang, Q.; Van der Vaart, T.; Van Donk, D.P. When does corporate sustainability performance pay off? The impact of

country-level sustainability performance. Ecol. Econ. 2018, 146, 325–333. [CrossRef]
96. Akisik, O.; Gal, G. Financial performance and reviews of corporate social responsibility reports. J. Manag. Control 2014, 25, 259–288.

[CrossRef]
97. Kapoor, S.; Sandhu, H.S. Does it pay to be socially responsible? An empirical examination of impact of corporate social

responsibility on financial performance. Glob. Bus. Rev. 2010, 11, 185–208. [CrossRef]
98. Abdi, Y.; Li, X.; Càmara-Turull, X. Exploring the impact of sustainability (ESG) disclosure on firm value and financial performance

(FP) in airline industry: The moderating role of size and age. Environ. Dev. Sustain. 2022, 24, 5052–5079. [CrossRef]
99. Jan, A.; Marimuthu, M.; Bin Mohd, M.P. The nexus of sustainability practices and financial performance: From the perspective of

Islamic banking. J. Clean. Prod. 2019, 228, 703–717. [CrossRef]
100. Jahmane, A.; Gaies, B. Corporate social responsibility, financial instability and corporate financial performance: Linear, non-linear

and spillover effects–The case of the CAC 40 companies. Financ. Res. Lett. 2020, 34, 1–8. [CrossRef]

http://doi.org/10.1002/bse.1765
http://doi.org/10.1108/SRJ-06-2013-0074
http://doi.org/10.1177/0972150920919880
http://doi.org/10.1002/csr.1855
https://www.kap.org.tr/tr/
https://www.spglobal.com/en/
http://doi.org/10.2307/1913827
http://doi.org/10.2307/2297968
http://doi.org/10.1016/S0304-4076(98)00009-8
http://doi.org/10.1002/(SICI)1099-0836(199603)5:1&lt;30::AID-BSE38&gt;3.0.CO;2-Q
http://doi.org/10.22164/isea.v2i1.27
http://doi.org/10.1007/s10551-010-0441-1
http://doi.org/10.1023/A:1024199411807
http://doi.org/10.22164/isea.v1i1.12
http://doi.org/10.1111/j.1468-5957.2008.02090.x
http://doi.org/10.1080/09718923.2011.11892965
http://doi.org/10.2139/ssrn.1964011
http://doi.org/10.1016/j.ecolecon.2017.11.025
http://doi.org/10.1007/s00187-014-0198-2
http://doi.org/10.1177/097215091001100205
http://doi.org/10.1007/s10668-021-01649-w
http://doi.org/10.1016/j.jclepro.2019.04.208
http://doi.org/10.1016/j.frl.2020.101483

	Introduction 
	Theoretical Background for Sustainability Reporting 
	Stakeholder Theory 
	Agency Theory 
	Legitimacy Theory 
	Sustainability 

	Hypothesis Development 
	Methodology 
	Variables 
	Research Model 

	Findings and Interpretation 
	Descriptive Statistics 
	Analysis 
	Discussion 
	Theoretical and Managerial Implications 

	Conclusions 
	References

