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Abstract

:

Purpose: the purpose of this study is to investigate whether corporate governance mechanisms and attributes influence the sustainability performance of companies included in the BIST 50 Index. Results and contributions: Regression analysis showed that there was a significant positive influence of board tenure on sustainability performance and all its types; board size on environmental performance; and a dummy variable for board evaluation externally facilitated and company size on sustainability, environmental, and social performance. A significant negative impact of director attendance at board meetings on social performance was also revealed. This study contributes to the literature on the role of corporate governance in achieving the SDGs for BIST 50 Index companies, highlighting the significant impact of its individual indicators on the achievement of sustainability performance. Methodology: The authors reviewed 45 sustainability reports of BIST 50 Index companies for 2023. Four indices—Sustainability Performance, Environmental Performance, Social Performance, and Corporate Governance Performance Indexes—were developed to characterize sustainability performance and its types based on a content analysis of sustainability disclosures. To analyze the influence of mechanisms and characteristics of the corporate governance system on sustainability performance, eight independent variables were used: board size, number of board meetings, director attendance at board meetings, board independence, board tenure, a dummy variable for board evaluation externally facilitated, a dummy variable for internal auditors present, and a dummy variable for CEO and Chair functions combined. Two control variables, company size and leverage, were used as well. Gap: Today, the scientific literature has no universal approach and understanding of how the corporate governance system should be developed to improve sustainability performance or its individual components. Relevance: Development of a corporate governance system is one of the ways to increase the level of sustainability performance of companies. Impact: The results of the study made it possible to produce several recommendations (expand the number of board members, develop an effective procedure for regular changes of general directors in company boards, introduce independent external control tools in the corporate governance systems of companies) that will lead to the achievement of SDGs 5, 8, 16.
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1. Introduction


Following the introduction of the 17 Sustainable Development Goals (SDGs) by the United Nations in 2015, published in The 2030 Agenda for Sustainable Development [1], stakeholder priorities in the perception of companies and their role in society have gradually begun to change. In addition to information about companies’ financial performance, it is becoming increasingly important for stakeholders to understand how companies are achieving the SDGs; contributing to social and environmental issues, community prosperity, and social well-being; and enhancing people’s choice and freedom. Therefore, all aspects of performance related to achieving the SDGs have become an integral feature of most public companies [2,3,4,5] as a result of their implementation in strategy and ongoing activities, since they play an important role in ensuring organizational legitimacy. All initiatives taken by companies to achieve the SDGs should be recorded, and their progress toward sustainable development should be made public [6], as this is a significant factor influencing the formation of public opinion and capital providers.



Thus, as a result of the emergence of a new information request from stakeholders regarding information on achieving the SDGs, the practice of voluntary or mandatory disclosure of specialized reporting by companies (ESG reporting, sustainability reporting, integrated reporting, corporate responsibility reporting, non-financial reporting, etc.) has become widespread in many countries around the world. It provides detailed information on various characteristics of sustainability performance, such as social and environmental indicators, ethical aspects of activities, and corporate governance systems. As a result, Fortune 500 companies achieved 96% SDG disclosure in 2020 [7]. This indicates that companies are actively using such specialized reports as a means of responding to pressure from stakeholders (government structures, social activists, environmentalists, etc.), which allows them to consider and correctly balance their interests and receive constant support. Thus, sustainability performance is understood as a generalizing characteristic of the company’s activity, which provides a measurement of long-term efficiency through the achievement of economic, social, and environmental goals.



Based on the provisions of stakeholder theory, which describes the logic and procedure for disclosing corporate information in accordance with the needs of various stakeholder groups, sustainability performance largely depends on the effectiveness of the corporate governance system [8,9,10,11,12,13]. This should ensure the establishment of a constructive dialogue, management of relationships, and maintaining the trust of stakeholders and help attract additional investments and reduce the cost of attracting additional debt capital by increasing the legitimation of a company’s activities. The role of corporate governance is particularly evident in SDG 5: Gender Equality (ensuring gender equality in the composition of the board of directors), SDG 8: Decent Work and Economic Growth (inclusion of employees in corporate governance bodies), and SDG 16: Peace, Justice, and Strong Institutions (conducting an external assessment of the quality of corporate governance and ensuring its accountability to owners).



The scientific literature has analyzed the influence of various corporate governance system mechanisms and characteristics on the features of disclosure in companies’ sustainability performance reports and its individual components, and similar studies have been carried out for enterprises in both developed and developing countries [14]. However, the specificity of such influence is largely determined by both the influence of general institutional factors (country, political context, cultural context, religious characteristics, corporate governance model, etc.) [4] and the format of reporting sustainability performance information, which depends on the methodology used for its filling and construction (GRI, CSR, IR, etc.) [6,10]. Therefore, for each country, the role of the corporate governance system in ensuring sustainability performance will be different, depending on national characteristics, traditions of building a corporate governance system, as well as on the regulatory reporting system to ensure disclosure of SDG achievements.



Conducting such research is particularly relevant for Turkey [15,16], where the capital market is at a developing stage and regulatory requirements for mandatory disclosure of sustainability reporting by public companies have only recently been introduced. However, against the backdrop of a slowdown in the rate of development of the national economy, there is an urgent need to improve corporate dialogue and attract foreign capital suppliers. To obtain financial resources, Turkish companies must disclose sustainability performance information to stakeholders more effectively. Therefore, it is important to establish those mechanisms and characteristics of the corporate governance system that play an important role in improving sustainability performance and which should be the object of improvement and development to achieve the strategic goals of Turkish business representatives.



Insufficient attention paid by scientists to the problem of the impact of the mechanisms and characteristics of the corporate governance system on the sustainability performance of Turkish companies does not allow us to establish which corporate governance practices will contribute to their achievement of the SDGs. In particular, there is a lack of understanding of which of these practices are the most effective and, therefore, improvement will contribute to increasing the level of sustainability performance. In turn, this limits the possibilities of increasing the level of legitimacy of such companies in society and increasing the level of investors’ trust in them, and generally does not allow them to attract the necessary financial resources at the optimal cost [8,9,11,14,16]. Thus, the sustainability performance of Turkish companies is an essential issue for capital providers (investors, institutional investors, borrowers, etc.) and other stakeholders interested in solving sustainable development problems that ensure their legitimacy in society (government bodies, state institutions, public organizations, and the local community). Therefore, to solve the problem of establishing the role of individual corporate governance practices of Turkish companies in ensuring the SDGs, it is necessary to conduct more research that would link sustainability performance and its individual types with the use of specific mechanisms and characteristics of corporate governance. In particular, the methodology for determining the sustainability performance of Turkish companies based on the application of sustainability reporting [15,16], and the set of factors that characterize the corporate governance practices of Turkish companies, need to be identified, formalized, and substantiated [9,10,13,14]. This is explained by the lack of universal approaches in the scientific literature in particular, due to the existence of specific features of the sustainability reporting methodology for companies included in the BIST 50 Index as well as national features of the construction of corporate governance systems in Turkey.



The purpose of this study is to investigate whether corporate governance mechanisms and attributes influence the sustainability performance of companies included in the BIST 50 Index. The main contribution of the paper is the study of the influence of corporate governance mechanisms and attributes on companies’ sustainability performance. This allows us to enrich the existing literature on the role of the corporate governance system in achieving the SDGs and improving the sustainability performance of companies as well as on the need to develop sustainability reporting as an effective tool for Turkish companies to inform external users about their role in society. In addition, it allows for the creation of a set of specific policies, recommendations, and practical proposals that could be useful to non-governmental organizations and regulatory bodies, allowing the legitimization of companies’ activities from the perspective of stakeholders, which will enable companies to achieve the SDGs and generally contribute to the sustainable development of Turkey, in particular, overcoming social and environmental problems.




2. Literature Review


An analysis of works related to the study of the relationship between the corporate governance system and the sustainability performance of companies allows us to combine the existing studies in this area into two main groups. Representatives of the first group are engaged in establishing the role of individual corporate governance system mechanisms or components in ensuring the overall sustainability performance of companies, which is assessed based on the use of special metrics, scores, and indicators, as well as their impact on the individual elements (social and environmental performance).



Thus, based on stakeholder theory provisions about the functional relationship between sustainability disclosure and corporate governance attributes, Michelon and Parbonetti [11] analyzed the influence of board composition, leadership, and structure on sustainability disclosure. They found that the presence of influential representatives on the board of directors has a positive effect on sustainability disclosure, particularly environmental and strategic information, and found weak evidence of a relationship between having a CSR (corporate social responsibility) committee or a CSR director and social disclosure. At the same time, the presence of independent directors on the board has a negative effect on sustainability disclosure.



Shrivastava and Addas [17] examined the relationship between corporate governance and sustainability and found that improved governance, as measured by board attendance and a higher proportion of independent directors, leads to improved sustainability performance.



Birindelli et al. [8] conducted a regression analysis of the impact of board structure and performance on the ESG performance of 108 banking institutions in Europe and the United States for the period 2011–2016. They found that only a gender-balanced board of directors had a positive effect on bank sustainability performance characterized by an inverted U-shaped curve; there was a positive effect of board size and having a CSR committee and a negative effect of the proportion of independent directors on ESG performance. Gurol and Lagacio [18] obtained similar findings from an analysis of the performance of 35 European banks included in the EUROSTOXX 600 index and found that board size was positively and significantly associated with ESG, especially with environmental and social components. The women’s ratio on the board also related positively and significantly to these components. In addition, the authors found that bank size and leverage have a positive effect on sustainability disclosure.



Cremona and Passador [19] also examined the 2018 performance of banking institutions in the EU and found that to better attract capital, they needed to encourage directors to attend board meetings, as well as create a dedicated sustainability committee, since these characteristics positively influence the dependent ESG score variable. As for other corporate governance characteristics (board size and board tenure), it was revealed that they do not have a clear correlation with the ESG score, which dictates the need to find a balanced approach to determining the number of board members and their term of office.



Romano et al. [12] examined the impact of gender equality on the board of directors in a sample of 128 Italian non-financial companies listed on the Mercato Telematico Azionario and found an overall positive impact on ESG performance. The authors also confirmed the effect of economies of scale; larger companies with a larger board had a better ESG score. At the same time, a complete lack of influence of leverage on ESG performance was recorded.



Suttipun [20], who examined the relationship between board composition and ESG disclosure of Thai listed companies for the 2015–2019 period, confirmed the significant role of company size in ensuring sustainability performance. He also found a significant positive impact of board size, the share of women on the board, and remuneration, as well as a negative impact of audit committee and CEO compensation on ESG disclosure.



Halid et al. [21] examined the relationship between board characteristics and ESG performance in 53 Malaysian listed companies between 2017 and 2019. They confirmed the hypothesis that there is a significant positive impact of increasing the share of independent directors on the board on the value of ESG score, which was also confirmed in relation to the role of company size and leverage. At the same time, the absence of a relationship with ESG performance for other independent variables (board size, tenure, and board diversity) was confirmed.



In Turkey, the first attempts to analyze the impact of corporate governance mechanisms on sustainability performance appeared even before the introduction of mandatory sustainability reporting requirements for public companies in 2020, since the practice of voluntary disclosure by companies on CSR and sustainable development was quite common among Borsa Istanbul issuers. Thus, Kiliç et al. [22], using content and panel data analysis, investigated the influence of ownership and board structure on CSR reporting in the Turkish banking industry for the 2008–2012 period. This allowed them to identify a significant positive effect of size, ownership diffusion, board composition, and board diversity on CSR disclosure practices in banks.



Kılıç and Kuzey [23] analyzed the role of corporate governance characteristics of Turkish non-financial companies listed on Borsa Istanbul during 2011–2015 in carbon emission disclosure by analyzing different types of sustainability reports. They found that having more independent directors on their boards and greater national diversity had a positive effect on companies’ carbon disclosure. Önder and Baimurzin [16] also analyzed the impact of corporate governance structure on sustainability disclosure based on the GRI methodology of 17 Turkish companies from the Istanbul Stock Exchange for the period 2013–2016. They found that the presence of powerful board members positively influenced the amount of sustainability disclosure, while the size of the board, the presence of independent board members, and the existence of CSR committees negatively influenced the amount of sustainability disclosure.



Representatives of the second group consider the influence of corporate governance mechanisms and features not on companies’ sustainability performance in general, but only on its individual types—environmental and social performance. As a result, the findings of such studies make it possible to explain the role of corporate governance in achieving only certain SDGs by companies. Thus, Masud, Nurunnabi, and Bae [14] examined the impact of corporate governance elements on environmental performance (ESRP score) using the example of sustainability reports of companies from South Asian countries for 2009–2016. This allowed them to find that board size and board independence were positively correlated with the ESRP score, and that this indicator was not affected by the proportion of female directors or the creation of CSR and environmental committees within the corporate governance system. Bosun-Fakunle, Mary, and Gbenga [24] conducted a similar study of 27 manufacturing companies listed on the Zimbabwe Stock Exchange. This allowed them to establish that board size and gender diversity have a positive and significant effect on environmental performance and that regarding the level of board independence, the effect is also positive, but insignificant. Pasko et al. [25] also found that larger boards and a higher proportion of independent directors have a positive impact on the social performance of Chinese A-share listed companies.



Irshad et al. [9], based on a study of 650 listed companies in the United States from 2004 to 2017, examined the impact of corporate governance practices directly on environmental performance and empirically demonstrated that, in absolute terms, corporate governance as measured by a comprehensive indicator (CGSCO) effectively improves a company’s environmental performance. Moreover, independent board structures have no influence at all and are ineffective, and the control variables, leverage and company size, have a multifaceted, significant impact on environmental sustainability in various models and various scenarios analyzed by the authors.



An analysis of the literature sources studying the influence of corporate governance on companies’ sustainability performance revealed that scientists mainly pay attention to the influence of corporate governance system mechanisms and characteristics such as board size, board independence, board gender diversity, board meetings, board tenure, and the existence of sustainability or environmental committees. Scientists have reached ambiguous, and in some cases contradictory, conclusions regarding the influence of such mechanisms and characteristics of the corporate governance system on sustainability performance and its more detailed components. The existence of such an influence is confirmed only by individual scientists, and not for all independent variables characterizing corporate governance. And if such an influence is detected, then it is characterized by varying degrees of significance (significant, insignificant) and multidirectionality (positive, negative). This situation indicates that the scientific literature has no universal approach to and understanding of how the corporate governance system should be improved to improve sustainability performance or its individual components, which, in turn, will legitimize the activities of companies in the eyes of stakeholders.



The central research hypothesis of this paper is the existence of a dependence on the sustainability performance of companies included in the BIST 50 on corporate governance mechanisms and attributes. Conducting such research, aimed at the refutation or confirmation of the selected research hypothesis, is one of the pressing issues for enterprises in Turkey, which are currently actively looking for ways to improve interactions with stakeholders to attract the necessary financial resources. This study will allow us to more accurately understand the role of corporate governance mechanisms and characteristics in ensuring the sustainability performance of Turkish public companies and formulate recommendations for its improvement based on the development of the corporate governance system.




3. Materials and Methods


The study focused on the performance of 50 Turkish companies listed on the Istanbul Stock Exchange (ISE) and included in the BIST 50 Index (The Borsa Istanbul 50 Index) for 2023. This index includes shares of 50 companies with high market values that are traded on the ISE. The companies whose shares are selected for inclusion in the BIST 50 Index include only Turkish companies of Groups A and B, whose actual value of shares in circulation is TRY 30 million and 10 million, respectively. By industry structure, BIST 50 Index companies include banking institutions (20%); holding and investment companies (16%); companies producing chemical, rubber, plastic, and petroleum products (10%); retail trade enterprises (11%); transport and warehousing enterprises (10%); manufacturers of metal products, machinery, electrical equipment, and vehicles (8%); telecommunications companies (6%); and others (19%).



Of the BIST 50 Index 50 companies, only 45 had all the necessary information for 2023 for analysis, including published sustainability reports in the form required by the ISE listing standards as well as information on the management of their corporate governance systems. For 5 of the companies studied, information on their sustainability performance was either presented in a form unsuitable for analysis or was missing altogether. The data required for the study were collected using the public disclosure platform “KAP”, where companies’ financial reports, sustainability reports, and corporate governance principles’ compliance reports are published, as well as through a study of corporate websites that provide detailed information on sustainability disclosure policies, SDG initiatives, and the corporate governance system.



Regression analysis of data, in particular, the ordinary least squares method, was used to analyze the impact of corporate governance on sustainability performance. A set of general and individual indices, calculated based on sustainability reporting published by BIST 50 Index companies, was selected for dependent variables characterizing sustainability performance. Sustainability reports not only characterize the level of disclosure concerning all company initiatives to ensure the achievement of the SDGs, but also generally describe the level of implementation of sustainability practices in their activities. Therefore, based on the content analysis of sustainability reports and the application of a specialized calculation methodology, one can determine the quality level of sustainability performance and its individual types for BIST 50 Index companies.



To characterize the sustainability performance of BIST 50 Index companies based on the content analysis of sustainability reports, the study proposes to calculate one common index, SPI (Sustainability Performance Index), and three partial indices, EPI (Environmental Performance Index), SCPI (Social Performance Index), and CGPI (Corporate Governance Performance Index), based on the calculation method used by Soriya and Rastogi [26] and Lehenchuk et al. [27].



The overall SPI is calculated by conducting a content analysis of sustainability reports, which involves rating each of its 52 articles on a three-point scale (3; 2; 1; 0). The choice of such an assessment method is determined by the possible answer options that are available in the sustainability reports, namely, “Yes”, “No”, “Partial”, and “Not relevant”. Thus, in the case of full disclosure and compliance with the requirements of sustainability performance, the article is scored 3 points; partial disclosure and consideration is scored 2 points, with non-disclosure and consideration scored 0 points. In cases where the company has justified the irrelevance of disclosure and compliance with the requirements for individual articles of sustainability reports, such articles are scored 1 point. In general, based on the results of assessing all 52 articles of the sustainability report, a maximum score of 156 points can be obtained, based on which the index value will be determined. It is proposed to directly calculate SPI using the following formula:


   SPI =    ∑  n = 1   k    d i / m   ,  



(1)




where     ∑  n = 1   k    d i     is the score obtained based on content analysis of a sustainable report, and m is the maximum score.



Using a similar methodology, it is also proposed to calculate three partial indices, EPI, SCPI, and CGPI, which characterize certain types of sustainability performance of BIST 50 Index companies. To calculate them, information from the corresponding individual sections of sustainability reports is used—“B. Environmental Principles”, “C. Social Principles”, and “D. Corporate Governance Principles”.



The selection of independent variables characterizing the corporate governance system was based on both considering existing studies in this area and their results and the information capacity of available data on the corporate governance system of BIST 50 Index companies. Dummy variables were created for those corporate governance attributes and mechanisms that have only descriptive characteristics.



The article also used two control variables—company size and leverage. These control variables are quite often used by scientists when conducting such studies [12,18,20,21,26,28]. They also monitor whether the level and quality of companies’ sustainability practices depend on their financial and material capabilities and whether a company’s ownership structure plays an important role in increasing or decreasing sustainability disclosure. Company size is calculated as the logarithm of the company’s total assets [25,28].



Table 1 describes the different types of variables used (dependent, independent, and control), their definitions, calculations, and the sources used to obtain the data.



Based on four indices used in the work characterizing sustainability performance of BIST 50 Index companies, four analytical models were formed to study the influence of the mechanisms and characteristics of the corporate governance system on a company’s overall sustainability performance and its individual elements (environmental performance, social performance, corporate governance performance). The four analytical models are based on a conceptual research model that analyzes the impact of the same set of 15 independent variables on four different types of dependent variables.



Conceptual research model (Formula (2)):


DVit = α + β1 BSit + β2 NBMit + β3 DARBMit + β4 NNEBMit + β5 BIit + β6 BTit + β7 GDit + β8 RGDit + β9 IAPit + β10 DVBEEFit + β11 DVIAPit + β12 DVCCFCit + β13 DVCBEAPit + β14 l_SIZEit + β15 LEVit + εit,



(2)




where DV is the dependent variable (SPI, EPI, SCPI, and CGPI), i is the entity, and t is the time;



α—identifier;



βn—regression coefficients;



BS, NBM, DARBM, NNEBM, BI, BT, GD, RGD, IAP, DVBEEF, DVIAP, DVCCFC, DVCBEAP—independent variables, l_SIZE, and LEV—control variables, where i—entity and t—time;



εit—error term.




4. Results


Table 2 shows the main descriptive statistics for the dependent, independent, and control variables.



Table 2 shows that all mean values of the dependent variables used (SPI, EPI, SCPI, and CGPI) exceed 0.75. This indicates that BIST 50 Index companies demonstrate high levels of sustainability performance and are actively involved in achieving the SDGs. The standard deviation value is below the mean for SPI, EPI, SCPI, CGPI, BS, DARBM, NNEBM, BI, GD, RGD, LEV, and l_SIZE, which indicates that such variables have low data variation.



Since the maximum SPI and EPI values are less than 1, this means that none of the 45 companies studied fully implements all the sustainability and environmental practices required by the Sustainability Principles Compliance Outline for listed companies on the ISE. In addition, minimum values of all dependent variables close to 0 indicate the existence of 50 companies in the BIST Index that almost completely ignore the requirements for their own development based on the SDG ideology.



The closeness of the mean and median values of the control variables LEV and l_SIZE indicates a high level of symmetry in the distribution of range values. At the same time, significant gaps between the maximum and minimum values of the LEV and l_SIZE variables indicate that the BIST 50 Index includes companies that differ significantly in size and ownership structure.



As a result of the formation of a correlation matrix in order to check the problem of multicollinearity, its presence was established between the independent variables BS and NNEBM (0.9), and GD and RGD (0.9). Given the presence of high values indicating multicollinearity, the independent variables NNEBM and RGD were excluded from all four analytical models. In addition, based on the results of preliminary testing of all four analytical models, a number of regressors that had the least impact on the dependent variables (GD, IAP, and DVCBEAP) were excluded from the composition.



The analysis of four adapted regression models, which allowed us to analyze the influence of corporate governance mechanisms and characteristics on BIST 50 Index companies’ sustainability performance, gave the following results (p-value and significance level), which characterize the significance, strength, and direction of such influence in the context of each of the independent variables (Table 3).



Analysis of the results of applying four analytical models (SPI, EPI, SCPI, and CGPI) allowed us to establish that certain mechanisms and characteristics of the corporate governance system significantly affect both the overall sustainability performance of BIST 50 Index companies and its individual components (environmental, social, and corporate governance performance). Thus, for sustainability performance and for all its types, a significant negative impact of BT was established with different significance levels. This indicates that CEOs from the board of directors who hold their positions longer, based on their professional experience, avoid actively implementing sustainability practices, the implementation of which may lead to significant risks and problems in the company’s activities. The presence of a significant positive impact of the DVBEEF regressor on sustainability, environmental, and social performance with different significance levels confirms the advisability of attracting external experts to assess the effectiveness of the board of directors, since this ensures their better focus on achieving the SDGs.



The results of the analytical model 2 (EPI) study revealed a significant positive impact of BS with significance at the 5% level on environmental performance. This confirms the need to increase the number of board members to overcome environmental problems arising from the company’s activities.



The identified negative significant impact of DARBM (at the 10% level) on social performance reflects the existence of a situation where a decreased level of attendance at board meetings leads to an increase in the company’s social spending. This, based on the opposite, suggests the existence of an active policy to minimize social costs at BIST 50 Index enterprises, which is implemented with the direct participation of directors when they are present at board meetings.



The resulting positive impact of the control variable l_SIZE on sustainability, environmental, and social performance with significance at the 5%, 1%, and 5% levels, respectively, means that companies with more capital are more able to ensure the implementation of their sustainably directed policies and the achievement of the SDGs.




5. Discussion


As a result of the formation and approval by the UN of the SDG complex as a general imperative for organizing the activities of companies that care about not only their own enrichment, but also society as a whole, a new paradigm of information disclosure began to take shape in the world. Today, leading companies publish information not only about their financial condition and performance, but also about their role in ensuring sustainable development through special reports, in particular, sustainability reports. Such reports can be used not only as an indicator of the level of disclosure of companies’ sustainability practices, but also as a means of analyzing the scale and effectiveness of the implementation of such practices, which generally characterize sustainability performance.



Information from sustainability reports can be used to analyze the impact of different types of factors, in particular, corporate governance mechanisms and characteristics, on sustainability performance. Due to the impact of such factors, the manifestation of certain SDGs is ensured: in particular, SDG 5: Gender Equality; SDG 8: Decent Work and Economic Growth; and SDG 16: Peace, Justice, and Strong Institutions.



The article has analyzed the impact of corporate governance mechanisms and characteristics (BS, NBM, DARBM, BI, BT, DVBEEF, DVIAP, and DVCCFC) on the sustainability performance index (SPI) and its individual types (EPI, SCI, and GPI) for BIST 50 Index companies. As a result of the study, the system of scientific knowledge about the results of sustainability performance and its individual types was expanded, considering corporate governance as an important factor that, according to stakeholder theory, can influence the processes of their formation, provision, and implementation. This study contributes to the literature on the role of corporate governance in achieving the SDGs for BIST 50 Index companies, highlighting the significant impact of its individual indicators (BS, DARBM, BT, and DVBEEF) on the achievement of sustainability performance and its individual types.



The results of the analysis of BIST 50 Index companies generally confirm the findings in the scientific literature that the direct impact of individual mechanisms and characteristics of corporate governance largely depends on general institutional factors and the specifics of reporting information on sustainability performance and the types based on which it is determined [4,6,10]. While some of the results obtained confirm the conclusions of the scientists, some contradict them, and for others, their impact on achieving sustainability performance and its types has not been determined at all.



Thus, the identified positive impact of BS (at the 5% level) on environmental performance confirms the findings of Masud, Nurunnabi, and Bae [14]; Gurol and Lagasio [18]; and Bosun-Fakunle, Mary, and Gbenga [24] and implies that the larger the board, the higher the level of its expertise, the better and more effective the connections, and the more diversity. This allows it to more carefully formulate the requirements and tasks that management must address in order to achieve the SDGs. On the other hand, the lack of such an impact in general for the overall sustainability performance can be explained by the arguments of Önder and Baimurzin [16], who emphasize the need to strengthen the quality of board members in addition to increasing the number.



The findings of this study on the need for regular CEO replacement to improve sustainability performance, based on the negative impact of BT (CEO tenure on the board) on all types of performance, support the generalization of Karn et al. [10] regarding their understanding of the significant risk of implementing sustainability practices and determine the need to apply agency theory to identify and substantiate the deeper causes and motives for the emergence of such a situation. Implementing such changes in the corporate governance system of Turkish enterprises will contribute to reducing organizational bureaucratization and minimizing cases of CEO opportunistic behavior.



While Shrivastava and Addas [17] and Cremona and Passador [19] argued for the need to increase board attendance to improve sustainability performance, the findings of the current study show the opposite results in terms of social performance, suggesting that board attendance in general plays a destructive role in companies’ SDG achievement.



Although this study did not reveal the impact of involving independent members in the board of directors (board independence), the existence of which has been emphasized by many scholars [11,14,25], the identified positive impact of having an external assessment of the board’s performance shows that in order to improve the level of implementation of SDG 16: Peace, Justice, and Strong Institutions, it is advisable to introduce independent external control tools into the corporate governance system of BIST 50 Index companies. The presence of external control tools will ensure that the board of directors and management act responsibly concerning the interests of shareholders in the context of ensuring the appropriate level of sustainability performance and achieving the SDGs.



Since the paper does not confirm the role of the board’s gender structure in improving sustainability performance and its individual types, the presence of which was noted by Kiliç, Kuzey, and Uyar [22]; Birindelli et al. [8]; Romano et al. [12]; Suttipun [20]; Gurol and Lagasio [18]; and Bosun-Fakunle, Mary, and Gbenga [24]; today we can talk about the possibility of pushing the problem of gender-balanced boards of directors in Turkish companies into the background, since such a balance is not an influential factor in increasing the effectiveness of achieving SDG 5: Gender Equality. This means that men and women in the BIST 50 Index companies play the same role in achieving the effectiveness of sustainable development and its components.



The analysis of the impact of the control variable l_SIZE on sustainability and environmental and social performance, confirming the findings of Kiliç, Kuzey, and Uyar [22]; Romano et al. [12]; Suttipun [20]; Gurol and Lagasio [18]; and Irshad et al. [9] indicates the existence of a scale effect, with larger BIST 50 Index companies having better sustainability performance. And the lack of a relationship between LEV and any dependent variable confirms Romano et al.’s [12] findings that capital structure does not play a role in ensuring sustainability performance.



There are some limitations that should be considered when using the results of this study. Firstly, the study was conducted on the BIST 50 Index companies listed on the ISE, and not on all Turkish companies. Therefore, the obtained results may be somewhat overstated, since companies that are not part of the capital market are usually less concerned about achieving the SDGs. Secondly, the selected list of regressors for describing the mechanisms and characteristics of the corporate governance system is not exhaustive and can be clarified. In particular, it could be expanded to include a more detailed examination of such a system, which would provide detailed information on board diversity in a broad sense; the presence of influential representatives on the board; the impact of board remuneration levels on sustainability disclosure; the presence of a sustainability committee, CSR, or environmental committee; etc. Thirdly, other calculation methods can be used to form a system of dependent variables characterizing sustainability performance and its types. Fourth, to obtain more accurate results and avoid the problem of multicollinearity in the future, it is necessary to extend the time interval of the study and conduct a panel data analysis for several periods of publication of sustainability reports by BIST 50 Index companies.




6. Conclusions


The purpose of this study is to examine whether corporate governance mechanisms and attributes influence the sustainability performance of companies included in the BIST 50 Index. The article examines 45 sustainability reports of BIST 50 Index companies listed on the Istanbul Stock Exchange (ISE) and, based on the construction of four analytical models, determines how certain mechanisms and characteristics of the corporate governance system of such companies affect sustainability performance and its types (environmental performance, social performance, and corporate governance performance).



To assess sustainability performance and its individual types, four relevant indices were used—SPI, EPI, SCPI, and CGPI. These indices were used as dependent variables and were calculated based on the content analysis of the BIST 50 Index companies’ sustainability reports. In the final case, eight regressors (BS, NBM, DARBM, BI, BT, DVBEEF, DVIAP, and DVCCFC) were used as independent variables for each of the analytical models that determine the characteristics and mechanisms of corporate governance of BIST 50 Index companies, as well as two independent variables—LEV and l_SIZE. Some of these variables have a clear connection with the achievement of SDGs, in particular, BI with SDG 5: Gender Equality; DVCBEAP with SDG 8: Decent Work and Economic Growth; and DVIAP with SDG 16: Peace, Justice, and Strong Institutions.



The main theoretical contribution of the article is that it was found that there is a significant positive effect of board tenure on sustainability performance and all its types; board size on environmental performance; and the dummy variable for board evaluation externally facilitated and company size on sustainability, environmental, and social performance. On the contrary, a significant negative effect of director attendance at board meetings on social performance was found. The results partially confirm and partially contradict the research of scientists in this field. The reason for this is the peculiarities of the institutional environment of Turkey as a developing country, which influence the processes of construction and functioning of corporate governance systems and the formation of the methodology for sustainability disclosures.



The results of the study yielded managerial recommendations that will generally contribute to improving the SDG achievement processes in Turkish companies: expand the number of board members, which should improve the environmental performance of companies, and pay attention to strengthening their quality composition; develop an effective procedure for the regular replacement of CEOs on company boards so that they do not influence the limitation of sustainability practices; introduce independent external control instruments into the corporate governance systems of companies; and develop support mechanisms that will ensure better and more effective sustainability disclosure by small and medium-sized Turkish companies.
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Table 1. Variables (definition, calculation method, and source).






Table 1. Variables (definition, calculation method, and source).





	
Variable

	
Definition

	
Method of Calculation

	
Source






	
Dependent Variables




	
SPI

	
Sustainability Performance Index

	
    ∑  n = 1   k    d i / m    

    ∑  n = 1   k    d i    —score obtained based on content analysis of sustainability reports or their sections (“B. Environmental Principles”, “C. Social Principles”, “D. Corporate Governance Principles”)

m—maximum score obtained from sustainability reports or their sections

	
Sustainability reports, companies’ websites




	
EPI

	
Environmental Performance Index




	
SCPI

	
Social Performance Index




	
CGPI

	
Corporate Governance Performance Index




	
Independent Variables




	
BS

	
Board size

	
The total number of directors on the company’s board

	
Public disclosure platform “KAP” (corporate governance section),

corporate governance principles compliance reports




	
NBM

	
Number of board meetings

	
The total number of physical or electronic board meetings in the reporting period




	
DARBM

	
Director attendance of board meetings

	
Director average attendance rate at board meetings




	
NNEBM

	
Number of non-executive board members

	
The total number of non-executive board members




	
BI

	
Board independence

	
The total number of independent board members




	
BT

	
Board tenure

	
The period from the first election date to board of CEO




	
GD

	
Gender diversity of the board

	
The number of female directors within the board of directors




	
RGD

	
Rate of gender diversity of the board

	
The ratio of female directors within the board of directors




	
IAP

	
Internal auditors’ productivity

	
The total number of reports presented by internal auditors to the audit committee or any relevant committee to the board




	
DVBEEF

	
Dummy variable for board evaluation externally facilitated

	
1 for “Yes”, 0 for “No”




	
DVIAP

	
Dummy variable for internal auditors’ presence

	
1 for “Yes”, 0 for “No”




	
DVCCFC

	
Dummy variable for CEO and Chair functions combination

	
1 for “Yes”, 0 for “No”




	
DVCBEAP

	
Dummy variable for existence of corporate bodies where employees are actually represented

	
1 for “Yes”, 0 for “No”




	
Control Variables




	
l_S

	
Size of the company

	
Logarithm of total assets

	
Financial statements




	
LEV

	
Leverage

	
(Long-term debts + Short-term debts)/Total assets

	
Financial statements








Source: Compiled based on previous research [27,28].













 





Table 2. Descriptive statistics.






Table 2. Descriptive statistics.





	Variables
	Observations
	Mean
	Median
	St. Dev.
	Minimum
	Maximum





	SPI
	45
	0.755
	0.904
	0.277
	0.000
	0.962



	EPI
	45
	0.670
	0.813
	0.298
	0.000
	0.920



	SCPI
	45
	0.850
	0.978
	0.252
	0.000
	1.00



	CGPI
	45
	0.848
	1.00
	0.293
	0.000
	1.00



	BS
	45
	8.31
	9.00
	2.37
	4.00
	12.0



	NBM
	45
	24.8
	12.0
	38.5
	0.000
	206.



	DARBM
	45
	0.942
	0.990
	0.153
	0.000
	1.00



	NNEBM
	45
	6.93
	8.00
	2.80
	2.00
	11.0



	BI
	45
	2.73
	3.00
	0.915
	0.000
	4.00



	BT
	45
	3.29
	2.00
	4.90
	0.000
	24.0



	GD
	45
	1.78
	2.00
	1.40
	0.000
	5.00



	RGD
	45
	0.210
	0.200
	0.187
	0.000
	1.00



	IAP
	45
	12.2
	5.50
	21.0
	0.000
	124.



	LEV
	45
	0.578
	0.566
	0.219
	0.149
	1.00



	l_SIZE
	45
	18.5
	18.3
	1.78
	15.2
	21.8







Source: Calculated using the Gretl software package (version gretl2019d).













 





Table 3. Models 1 to 4 (SPI, EPI, SCPI, and CGPI).
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Variables

	
Models




	
Model 1 (SPI)

	
Model 2 (EPI)

	
Model 3 (SCPI)

	
Model 4 (CGPI)






	
Const

	
0.7678

	
0.3659

	
0.4681

	
0.4439




	
BS

	
0.1247

	
0.0498 **

	
0.5995

	
0.8463




	
NBM

	
0.1590

	
0.1918

	
0.5368

	
0.7551




	
DARBM

	
0.3241

	
0.5961

	
0.0879 *

	
0.8458




	
BI

	
0.5380

	
0.3626

	
0.9007

	
0.7898




	
BT

	
0.0202 **

	
0.0331 **

	
0.0584 *

	
0.0832 *




	
DVBEEF

	
0.0131 **

	
0.0025 ***

	
0.0998 *

	
0.2211




	
DVIAP

	
0.3759

	
0.4330

	
0.5767

	
0.2376




	
DVCCFC

	
0.6020

	
0.4191

	
0.6434

	
0.7589




	
LEV

	
0.9106

	
0.6967

	
0.6436

	
0.6226




	
l_SIZE

	
0.0056 ***

	
0.0115 **

	
0.0035 ***

	
0.7655




	
R-squared

	
0.646763

	
0.623761

	
0.592754

	
0.328341








Note: * Significant at the 10% level; ** Significant at the 5% level; *** Significant at the 1% level. Source: Calculated using the Gretl softw