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Abstract 

Sustainability reporting has become an essential practice for corporations seeking to align 

their business strategies with environmental, social, and governance (ESG) principles. This 

applied study examines the impact of sustainability reporting disclosure on corporate 

financial performance by analyzing secondary data from three private banks operating in 

Erbil, Kurdistan Region of Iraq. The study adopts a quantitative research methodology, 

utilizing correlation and regression analyses to evaluate the relationship between ESG 

disclosure and key financial indicators return on assets (ROA), return on equity (ROE), 

and stock performance. Data were collected from annual reports, financial statements, and 

publicly available sustainability disclosures for the years 2020 to 2023. The sample 

includes three banks selected based on the availability and consistency of their ESG 

reporting during the specified period. The findings reveal a positive association between 

sustainability reporting and financial performance, suggesting that enhanced ESG practices 

contribute to greater investor confidence, improved market valuation, and effective risk 

management. Banks with higher sustainability scores demonstrate stronger profitability 

and lower financial volatility. These results underscore the strategic importance of 

sustainability integration in driving long-term corporate success. 
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1. Introduction  

Sustainability reporting has become a fundamental practice for corporations aiming to integrate 

environmental, social, and governance (ESG) factors into their business operations. With increasing 

regulatory requirements and stakeholder expectations for corporate transparency, sustainability 

reporting provides a structured approach to disclosing non-financial performance indicators. These 

disclosures cover aspects such as carbon emissions, resource efficiency, labor practices, diversity 

and inclusion, corporate governance, and ethical business conduct (Saygili et al., 2022). While 

sustainability reporting is widely recognized as a tool for enhancing corporate reputation and 

stakeholder trust, its impact on corporate financial performance—measured through profitability, 

return on assets (ROA), return on equity (ROE), and market valuation—has become a critical area 

of analysis and debate (Saeed et al., 2025). Understanding how sustainability practices affect 

financial performance is essential for corporate leaders, regulators, and investors alike. This 

research is important because it provides empirical evidence on the effectiveness of ESG disclosures 

in delivering financial value to firms, especially within the evolving regulatory and market 

frameworks. The regional focus on private banks in Erbil, within the Kurdistan Region of Iraq, adds 

further significance. This area represents an emerging financial market where sustainability 

practices are still developing, and transparency expectations are on the rise. Therefore, examining 

the financial implications of sustainability reporting in this local context not only informs strategic 

planning but also helps build models adaptable to other similar economies. 

One of the primary arguments in favor of sustainability reporting is its role in improving investor 

confidence. Institutional investors, shareholders, and financial analysts increasingly consider ESG 

metrics when making investment decisions. Companies that engage in transparent sustainability 

reporting signal a commitment to responsible business practices, reducing information asymmetry 

between firms and investors (Saygili et al., 2022). Research suggests that firms with strong ESG 

disclosures attract socially responsible investments (SRI) and long-term investors who prioritize 

sustainability alongside profitability. Additionally, regulatory bodies in various jurisdictions, 

including the European Union and the United States, are strengthening disclosure requirements, 

making sustainability reporting a compliance necessity rather than a voluntary initiative (Coelho et 

al., 2023). 

Beyond investor confidence, sustainability reporting is often associated with risk mitigation. 

Companies that proactively address environmental and social risks are better positioned to avoid 

regulatory penalties, supply chain disruptions, and reputational damage (Pham et al., 2021). For 

example, firms that disclose and manage climate-related risks in line with the recommendations of 

the Task Force on Climate-related Financial Disclosures (TCFD) are more resilient to climate 

change-related financial risks. Similarly, companies that emphasize diversity, equity, and inclusion 

(DEI) tend to experience lower employee turnover and higher productivity, contributing to long-

term operational efficiency (Buallay, 2022). 

Despite these advantages, some scholars and industry experts argue that the costs associated with 

sustainability reporting may outweigh the benefits, particularly for small and medium-sized 

enterprises (SMEs). Implementing sustainability initiatives, collecting relevant data, and ensuring 

compliance with reporting frameworks such as the Global Reporting Initiative (GRI) or the 

Sustainability Accounting Standards Board (SASB) can be resource-intensive (Abdi et al., 2022). 

Additionally, companies that make strong sustainability commitments may face challenges in 

balancing short-term profitability with long-term ESG goals. Critics also argue that sustainability 

reporting may sometimes lead to "greenwashing," where firms exaggerate or misrepresent their 

ESG performance to appease stakeholders without making substantial changes to their business 

practices (Wagenhofer, 2024). Given these contrasting perspectives, this study aims to investigate 

the relationship between sustainability reporting and corporate financial performance through 

empirical analysis. By examining financial data from companies that engage in extensive ESG 

disclosures, the research seeks to determine whether sustainability reporting is associated with 

higher profitability, stock performance, and overall financial success (Landi et al., 2022). 
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Additionally, the study assesses whether firms in different industries experience varying financial 

outcomes based on their sustainability commitments. 

 

1.1 Research Problem 

In many emerging markets, including Erbil, financial deficiencies such as inconsistent profitability, 

weak investor confidence, and inefficient risk management are persistent challenges facing 

corporate entities—particularly private banks. These issues are often exacerbated by limited 

transparency and inadequate regulatory compliance. Sustainability reporting has been proposed as 

a strategic tool to address these challenges by improving information disclosure, enhancing 

stakeholder trust, and guiding more responsible financial decision-making. Despite the growing 

importance of sustainability reporting, there is a lack of consensus regarding its impact on corporate 

financial performance. Many corporations are reluctant to adopt comprehensive sustainability 

reporting frameworks due to concerns about increased costs, regulatory complexity, and potential 

disclosure risks (Al Hawaj & Buallay, 2022). Conversely, proponents argue that sustainability 

reporting fosters corporate transparency, strengthens stakeholder trust, and enhances long-term 

financial stability. Therefore, this study seeks to investigate whether sustainability reporting can 

serve as a viable solution to the practical problem of financial underperformance and reporting 

inefficiencies in private banks in Erbil. This research problem underscores the need for empirical 

investigation to clarify the financial implications of sustainability reporting and to guide corporate 

decision-making on sustainability disclosure practices. 

 

1.2 Aim of the Study 

The primary aim of this study is to analyze the impact of sustainability reporting on corporate 

financial performance. Specifically, the research seeks to determine whether companies that 

actively engage in sustainability reporting experience financial benefits such as higher profitability, 

improved market valuation, and better risk management. Furthermore, the study aims to explore the 

mechanisms through which sustainability practices influence financial outcomes and whether these 

effects vary across industries and regions. 

 

1.3 Importance of the Study 

This study is important for several reasons. First, it addresses a growing need for empirical data on 

how sustainability reporting influences financial outcomes, which remains a debated topic in both 

academic and professional spheres. Second, the research fills a contextual gap by focusing on the 

Kurdistan Region of Iraq—a region where sustainability frameworks are still evolving, and the 

banking sector plays a vital role in economic development. Third, the findings of this study will aid 

decision-makers, including corporate managers, policymakers, and investors, by providing insights 

into how ESG disclosures can be strategically implemented to improve profitability, stability, and 

long-term growth. Finally, this study contributes to global sustainability discourse by offering 

evidence from an emerging market that may inform best practices and policy development in similar 

economies. 

 

1.4 Research Objectives 

To guide the empirical investigation, the following research objectives are formulated in direct 

alignment with the research questions and hypotheses: 

RO1: To evaluate whether companies that adopt sustainability reporting practices exhibit improved 

financial performance. 

RO2: To examine whether the financial impact of sustainability reporting differs across industry 

types. 

RO3a: To assess the influence of sustainability reporting on investor confidence. 

RO3b: To analyze the effect of sustainability reporting on corporate market valuation. 
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RO4: To investigate the role of sustainability reporting in enhancing risk management and reducing 

financial volatility. 

RO5: To determine the relationship between sustainability reporting and long-term corporate 

profitability over a three-year period or more. 

 

1.5 Research Questions 

Based on the hypotheses, this study addresses the following research questions to ensure alignment 

between research objectives and analytical testing: 

RQ1: Do companies that engage in sustainability reporting exhibit higher financial performance 

than those that do not? 

RQ2: Does the impact of sustainability reporting on corporate financial performance vary across 

different industries? 

RQ3a: Does sustainability reporting enhance investor confidence? 

RQ3b: Does sustainability reporting improve market valuation? 

RQ4: Does sustainability reporting strengthen corporate risk management and reduce financial 

volatility? 

RQ5: Is there a positive correlation between sustainability reporting and corporate profitability over 

the long term (defined as a period of more than three years)? 

 

1.6 Research Hypotheses 

The following hypotheses are proposed based on literature and aligned with the research questions 

and objectives: 

H1: Companies that engage in sustainability reporting exhibit higher financial performance 

compared to those that do not. 

H2: The impact of sustainability reporting on corporate financial performance varies across 

industries. 

H3a: Firms with high-quality sustainability reporting experience greater investor confidence. 

H3b: Firms with high-quality sustainability reporting experience improved market valuation. 

H4: Sustainability reporting enhances corporate risk management, leading to lower financial 

volatility. 

H5: There is a positive correlation between sustainability reporting and corporate profitability over 

the long term (defined as more than three years). 

 

2. Literature Review 

The relationship between sustainability reporting and corporate financial performance has been 

extensively explored in academic literature. Prior research suggests that sustainability reporting can 

improve financial performance by enhancing corporate reputation, increasing investor confidence, 

and fostering stakeholder trust (Jørgensen et al., 2022). Several studies indicate that companies with 

comprehensive sustainability reports tend to attract long-term investors who prioritize ethical and 

responsible business practices (Ghardallou, 2022). 

Empirical evidence on sustainability reporting and financial performance remains mixed. Some 

studies have found a positive association between ESG disclosures and profitability, emphasizing 

that transparency in environmental and social governance enhances operational efficiency and 

reduces financial risks (Chen et al., 2023). Others argue that sustainability reporting imposes 

additional costs on firms, potentially outweighing financial benefits in the short term (Girón et al., 

2021). 

In terms of industry-specific insights, research highlights that sustainability reporting’s financial 

impact varies across sectors. For example, firms in high-pollution industries (e.g., manufacturing, 

energy) tend to experience stronger financial gains from sustainability reporting due to regulatory 

compliance and consumer demand for ethical practices (Li et al., 2023).  
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On the other hand, companies in service-oriented industries may see less pronounced financial 

effects from sustainability disclosures. 

The theoretical foundation of this study is rooted in stakeholder theory and legitimacy theory. 

Stakeholder theory posits that firms engaging in sustainability reporting can strengthen relationships 

with key stakeholders, leading to long-term financial benefits (Baumüller & Sopp, 2021). 

Legitimacy theory suggests that sustainability reporting enhances corporate legitimacy, improving 

a firm’s public image and access to financial resources (Sandberg et al., 2023). Overall, the literature 

underscores the need for further empirical investigation to determine the precise mechanisms 

through which sustainability reporting influences corporate financial performance and whether 

these effects are sustainable over time. 

 

2.1 Sustainability Reporting  

Sustainability reporting serves as a mechanism for corporations to disclose their ESG performance 

and strategies to stakeholders. The Global Reporting Initiative (GRI) framework is one of the most 

widely adopted standards for sustainability reporting, offering guidelines on how firms should 

disclose environmental impact, social responsibility efforts, and governance practices (Schiehll & 

Kolahgar, 2021). Several studies suggest that firms that adhere to GRI guidelines tend to have higher 

levels of transparency and stakeholder engagement (Barauskaite & Streimikiene, 2021). 

Additionally, corporate sustainability indices, such as the Dow Jones Sustainability Index (DJSI) 

and the FTSE4Good Index, act as benchmarks for evaluating a company’s commitment to 

sustainable practices. Empirical research indicates that enhanced ESG disclosures can lead to 

increased investor trust and access to capital markets. For example, Daud et al. (2023) found that 

firms with superior ESG disclosures benefit from lower cost of capital due to reduced information 

asymmetry. Similarly, research by Chen & Xie (2022) in a meta-analysis of over 2,000 studies 

concluded that sustainability reporting positively correlates with financial performance in most 

cases, although the strength of this relationship varies across industries. 

 

2.2 Corporate Financial Performance  

Corporate financial performance is often assessed using traditional financial indicators such as 

Return on Assets (ROA), Return on Equity (ROE), and stock market performance. ROA measures 

a firm's profitability relative to its total assets, while ROE assesses profitability in relation to 

shareholder equity. Stock market performance reflects investor sentiment and market valuation of 

the firm’s sustainability practices (Oware & Mallikarjunappa, 2022). 

Several studies highlight the positive impact of sustainability reporting on financial performance. 

For instance, Opferkuch et al. (2021) found that firms with strong ESG disclosures tend to 

experience higher ROA and ROE due to improved risk management and operational efficiencies. 

Similarly, Whittingham et al. (2023) demonstrated that companies listed in sustainability indices 

often outperform their peers in the stock market, primarily because of enhanced investor confidence 

and brand reputation. 

Conversely, some scholars argue that sustainability reporting may impose additional costs on firms, 

potentially outweighing its financial benefits. For example, Rahi et al. (2021) found that while ESG 

disclosures can enhance firm reputation, the associated costs—such as data collection, compliance, 

and implementation of sustainability initiatives—may reduce short-term financial returns.  

Furthermore, Buallay et al. (2021) noted that the financial impact of sustainability reporting depends 

on the firm's ability to integrate ESG factors into its strategic decision-making rather than merely 

using them for compliance purposes. The relationship between sustainability reporting and financial 

performance is influenced by several control variables, including company size, industry type, 

regulatory environment, and economic conditions. 

Company Size: Larger firms typically have more resources to invest in sustainability initiatives and 

reporting frameworks, making them more likely to experience positive financial outcomes (Khan et 
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al., 2021). In contrast, smaller firms may struggle with the financial burden of ESG compliance, 

leading to a weaker relationship between sustainability reporting and financial performance. 

Industry Type: The impact of sustainability reporting varies across industries. For example, 

energy-intensive sectors such as oil and gas may face greater scrutiny over environmental 

disclosures, while service-based industries may benefit more from social and governance reporting 

(El Khoury et al., 2023). 

Regulatory Environment: Governments and regulatory bodies play a crucial role in shaping 

sustainability reporting standards. Research suggests that firms operating in regions with stringent 

ESG regulations tend to perform better financially due to enhanced investor trust and reduced legal 

risks (Nguyen et al., 2021). 

Economic Conditions: Macroeconomic factors, such as inflation, interest rates, and market 

volatility, can influence the financial impact of sustainability reporting. For example, during 

economic downturns, firms may prioritize cost-cutting over ESG investments, potentially 

weakening the link between sustainability disclosures and financial performance (Nirino et al., 

2022). 

 

2.3 Empirical Evidence and Research Gaps 

While numerous studies indicate a positive correlation between sustainability reporting and 

financial performance, the strength of this relationship remains inconsistent across different 

contexts. Studies such as those by Lee & Raschke (2023) and Khan et al. (2021) emphasize the 

long-term benefits of sustainability reporting, while others argue that the financial gains may be 

industry-specific or dependent on external economic conditions. 

Further research is needed to address the following gaps: 

• The impact of sustainability reporting on financial performance in emerging markets, where 

regulatory frameworks may differ from those in developed economies. 

• The role of technological advancements in improving ESG disclosures and their cost-

effectiveness. 

• Longitudinal studies examining the long-term financial effects of sustainability reporting 

beyond short-term market reactions. 

The existing literature suggests that sustainability reporting can positively influence corporate 

financial performance, primarily through enhanced investor confidence, risk mitigation, and brand 

reputation (Lee & Suh, 2022). However, the extent of its impact depends on multiple factors, 

including company size, industry type, regulatory environment, and economic conditions. While 

some studies highlight potential financial burdens associated with ESG disclosures, others 

emphasize the long-term strategic advantages. This study aims to provide empirical evidence on the 

relationship between sustainability reporting and financial performance, contributing to a more 

nuanced understanding of its implications for corporate strategy and profitability. 

 

2.4 Theoretical Contribution 

This study contributes to both academic theory and practical understanding by integrating insights 

from stakeholder theory and legitimacy theory while grounding the discussion in empirical realities 

faced by private banks in emerging markets. Unlike previous studies that focus predominantly on 

developed markets with mature sustainability frameworks, this research highlights how ESG 

reporting functions within the unique regulatory and economic context of Erbil, Kurdistan Region. 

From a theoretical standpoint, the findings support stakeholder theory by demonstrating that banks 

with higher sustainability disclosures tend to experience stronger investor confidence and market 

valuation (Baumüller & Sopp, 2021). This confirms that firms perceived as socially and 

environmentally responsible are more likely to attract and retain investment (Saygili et al., 2022). 

Furthermore, the results affirm legitimacy theory by showing how transparent reporting enhances 

credibility among stakeholders and regulators—particularly important in developing economies 

where governance structures may be evolving (Sandberg et al., 2023). However, this study goes 
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beyond simply confirming established theories. It argues that in transitional markets, sustainability 

reporting plays a dual role: it is both a strategic communication tool and a performance enhancer. 

Banks use ESG disclosures not only to fulfill stakeholder expectations but also to signal market 

competitiveness and operational resilience (Buallay et al., 2021; Landi et al., 2022). This duality 

deepens the theoretical understanding of ESG’s role in under-researched contexts. By incorporating 

both academic and industry literature—such as empirical studies, regulatory data, and industry 

guidelines—this study provides a balanced perspective that bridges theory with practice. The 

nuanced exploration of sustainability reporting's financial implications positions this research as a 

relevant contribution to emerging discourses on ESG integration in frontier markets (Al Hawaj & 

Buallay, 2022; Chen & Xie, 2022). 

 

3. Research Methods 

This study employs a quantitative research methodology using secondary data from private banks 

in Erbil, Kurdistan Region of Iraq. The analysis focused on examining the relationship between 

sustainability reporting and corporate financial performance by utilizing financial records, ESG 

disclosures, and publicly available reports from selected private banks. 

 

3.1 Research Design 

This study adopts a quantitative, cross-sectional research design to examine the relationship 

between sustainability reporting and corporate financial performance in private banks operating in 

Erbil, Kurdistan Region of Iraq. The cross-sectional approach allows for analysis of data collected 

at a specific point in time—covering the years 2020 to 2023—to identify patterns and correlations 

without manipulating variables. This design is appropriate for assessing associations between ESG 

disclosure levels and financial outcomes across a defined period. 

The research relies on secondary data obtained from publicly available sources, including audited 

annual financial reports, sustainability disclosures, ESG indices, and regulatory filings. These 

documents were collected from official bank websites, financial databases, and government portals 

such as the Central Bank of Iraq and Kurdistan Regional Government's financial archives. The use 

of official and audited reports ensures data accuracy, credibility, and consistency, reducing the risk 

of reporting bias. Additionally, ESG scoring followed standardized benchmarks (e.g., Global 

Reporting Initiative and Dow Jones Sustainability Index) to enhance reliability and comparability 

across institutions. Overall, the combination of cross-sectional design and validated secondary data 

ensures robust and objective analysis, aligning with best practices in financial and sustainability 

research. 

 

3.2 Data Collection 

The study relied on secondary data sources to conduct a comprehensive analysis of the relationship 

between sustainability reporting and financial performance within the private banking sector in 

Erbil. Specifically, data were extracted from the annual reports, sustainability disclosures, and 

audited financial statements of three private banks operating in the region. These documents 

provided essential financial metrics such as return on assets (ROA), return on equity (ROE), and 

indicators of market performance, alongside qualitative and quantitative information regarding each 

bank’s environmental, social, and governance (ESG) initiatives. The use of secondary data not only 

ensured a cost-effective research process but also allowed the study to access historical records 

spanning the period from 2020 to 2023, thereby enhancing the temporal validity of the findings. 

In addition to institutional disclosures, the study incorporated supplementary data from regulatory 

bodies, industry publications, and publicly available analyses of the banking sector in the Kurdistan 

Region. These sources offered macro-level insights into the broader economic and regulatory 

context in which these banks operate. Incorporating market performance indicators and compliance-

related data enabled a more holistic understanding of how ESG disclosure intersects with financial 

outcomes. Such triangulation of sources is consistent with best practices in financial research, as it 
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increases the credibility and depth of the analysis (Yin, 2018). The sample consisted of three private 

banks, selected based on the availability, consistency, and accessibility of their ESG reporting over 

the selected time frame. This focused sampling strategy allowed for a detailed case-based approach 

while preserving the anonymity of the institutions involved. To maintain confidentiality and adhere 

to ethical research standards, the identities of the banks were not disclosed. Protecting the privacy 

of the participating banks ensured that the institutions could be examined without risk of 

reputational exposure, especially given the sensitive nature of financial data. As Bryman (2016) 

notes, safeguarding participant anonymity is particularly critical in business research involving 

proprietary or strategically significant information. 

 

3.3 Data Analysis 

The study employed a range of statistical techniques using SPSS to rigorously examine the 

relationship between sustainability reporting and corporate financial performance. Correlation and 

regression analyses were central to this approach, providing quantitative evidence of how ESG 

disclosures relate to key financial performance indicators, including return on assets (ROA), return 

on equity (ROE), and stock performance. Correlation analysis helped determine the strength and 

direction of the linear relationships between sustainability reporting variables and financial 

outcomes, while regression analysis was used to assess the predictive power of ESG disclosures on 

financial performance. These methods allowed the researcher to draw statistically significant 

conclusions regarding the influence of sustainability practices on profitability and market valuation. 

Descriptive statistics were also utilized to summarize the primary characteristics of the dataset, 

offering a clear overview of financial metrics and sustainability-related variables. Measures such as 

means, standard deviations, and frequency distributions helped establish the general trends and 

variability within the sample. This initial layer of analysis was essential for understanding the 

distribution and consistency of the data before applying more complex statistical tests, as 

recommended by Pallant (2020). Furthermore, the study included a comparative analysis to assess 

the financial performance of banks that actively disclose sustainability practices versus those that 

do not. Although the main sample focused on three private banks with consistent ESG reporting, 

the study also drew comparisons with secondary data from banks lacking such disclosures. This 

comparison allowed the researcher to highlight the potential financial advantages associated with 

transparency in sustainability practices, supporting broader arguments in the literature that link ESG 

engagement with enhanced corporate performance (Friede, Busch, & Bassen, 2015). Such 

comparative analysis provided additional depth and contextual richness to the findings, emphasizing 

the practical value of sustainability reporting in emerging market contexts. 

 

3.4 Justification for Methodology 

Quantitative analysis plays a crucial role in offering an objective and empirical foundation for 

evaluating the relationship between sustainability reporting and financial performance. Through the 

application of statistical tools such as correlation and regression analysis, researchers can identify 

and measure the strength and direction of associations between environmental, social, and 

governance (ESG) disclosures and key financial metrics like return on assets (ROA), return on 

equity (ROE), and stock performance. This methodological approach reduces subjectivity, enhances 

replicability, and provides a structured means of hypothesis testing, as emphasized by Creswell and 

Creswell (2018), who highlight the value of quantitative research in generating statistically reliable 

and generalizable results. The use of secondary data further strengthens the study by offering a cost-

effective and comprehensive lens through which to analyze sectoral trends over time. Drawing from 

publicly available sources such as annual reports, audited financial statements, and ESG disclosures 

allows researchers to evaluate longitudinal data without the resource demands associated with 

primary data collection. According to Saunders et al. (2019), secondary data not only facilitates 

large-scale analysis but also supports triangulation, thereby improving the overall validity of the 

research. In the context of banking, this approach proves particularly advantageous as it enables the 
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examination of financial and sustainability reporting practices already documented by institutions 

in compliance with local and international standards. 

Focusing on private banks in Erbil provides contextual specificity and ensures the findings are 

directly relevant to the financial landscape of the Kurdistan Region of Iraq. Private banks in this 

region operate under unique regulatory frameworks and socio-economic conditions, which can 

influence both their sustainability reporting behaviors and financial outcomes. By narrowing the 

scope to this regional context, the study aligns its findings with local policy environments, market 

practices, and institutional dynamics. This targeted focus enhances the practical applicability of the 

results and supports recommendations tailored to Erbil’s banking sector, as noted in regional 

financial research such as that by Al-Shammari et al. (2020), who emphasize the importance of 

localized studies for meaningful policy development. 

 

3.5 Variable Measurement 

To ensure clarity and consistency in the analysis, this study adopts the following measurement 

approaches for key variables: 

Independent Variable – Sustainability Reporting: 

Sustainability reporting is measured through ESG (Environmental, Social, and Governance) 

disclosures using a composite scoring system. This includes adherence to Global Reporting 

Initiative (GRI) standards, ESG performance indices (e.g., Dow Jones Sustainability Index), and 

self-reported sustainability scores available in annual reports. A standardized ESG scoring rubric 

was used to assign quantitative values (0–100 scale) to each bank based on disclosure quality and 

completeness. 

Dependent Variable – Corporate Financial Performance: 

Financial performance is assessed using three key financial ratios: 

• Return on Assets (ROA): Net income divided by total assets, indicating how efficiently a 

company utilizes its assets. 

• Return on Equity (ROE): Net income divided by shareholders’ equity, measuring 

profitability in relation to shareholder investment. 

• Stock Performance: Calculated based on annual percentage change in stock value, 

indicating market valuation and investor perception. 

 

3.6 Statistical Tools and Justification 

This study used SPSS Version 26 and Microsoft Excel 365 to perform statistical analyses, including 

descriptive statistics, correlation analysis, and multiple regression. SPSS was selected for its 

advanced data handling, reliability testing, and regression modeling capabilities. Excel was used for 

data entry, organization, and initial visualizations. Factor analysis was conducted to validate the 

constructs and ensure internal consistency among variables, particularly for latent variables such as 

“Sustainability Reporting” and “Corporate Financial Performance.” The Kaiser-Meyer-Olkin 

(KMO) and Cronbach’s Alpha tests supported sampling adequacy and reliability of these constructs. 

Factor loadings were interpreted to confirm variable grouping under theoretical categories such as 

ESG performance, profitability, and market outcomes. 

The analysis was conducted across different banks, not over time. Each bank's performance 

indicators (2020–2023) were averaged to create a cross-sectional dataset, enabling comparison 

among the three banks in terms of sustainability disclosure and financial performance. This design 

was chosen due to the limited time span and the static nature of available ESG disclosures. 
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4. Research Findings 

 

Table 1. Factor Loading, Reliability and KMO Analysis 

Factor loading, reliability (Cronbach's Alpha), and the Kaiser-Meyer-Olkin (KMO) measure are 

essential statistical tools used to evaluate the construct validity and internal consistency of variables 

in empirical research. Factor loading refers to the correlation coefficient for observed variables and 

their underlying latent constructs; values closer to 1 indicate a stronger relationship and clearer 

construct representation. In the present dataset, variables such as Return on Assets (ROA) and 

Regulatory Environment exhibited high factor loading values (0.99), suggesting a robust alignment 

with their respective constructs. In contrast, Sustainability Reporting showed a relatively lower 

factor loading (0.52), indicating a weaker, though still acceptable, association with its latent 

dimension. This is consistent with the recommendation by Hair et al. (2022), who noted that factor 

loadings above 0.5 are acceptable for exploratory factor analysis, while higher values are preferred 

for confirmatory models. 

Reliability was assessed using Cronbach’s Alpha, a measure of internal consistency that evaluates 

how closely related a set of items are within a scale. According to recent literature, values above 

0.7 are generally considered acceptable for reliable constructs (Taherdoost, 2022). In this study, 

Company Size (α = 0.98) and Sustainability Reporting (α = 0.96) demonstrated excellent internal 

reliability, suggesting a high level of measurement consistency across items. Conversely, variables 

such as Stock Performance and Economic Conditions yielded Cronbach’s Alpha values around 

0.70, indicating a lower but still acceptable level of reliability. 

The Kaiser-Meyer-Olkin (KMO) test was applied to assess sampling adequacy and the suitability 

of the data for factor analysis. KMO values above 0.6 are deemed acceptable, while values above 

0.8 are regarded as excellent (Zhang et al., 2023). In the current analysis, Company Size (0.92) and 

Return on Equity (ROE) (0.84) displayed strong KMO values, indicating high suitability for factor 

analysis. Meanwhile, Industry Type and Economic Conditions were each at 0.59—just below the 

acceptable threshold—suggesting potential limitations in these variables' sampling adequacy. 

Collectively, the results support the statistical soundness of the dataset, validating its use for more 

advanced inferential analyses. 
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Table 2. Correlation Analysis 

 

The correlation analysis is a fundamental statistical method used to assess the strength and direction 

of linear relationships between pairs of variables. In this study, a correlation matrix was generated 

and visually represented using a heatmap, where stronger positive relationships are indicated in red 

and weaker or negative correlations in shades of blue. This visualization enhances interpretability 

by clearly identifying clusters of highly related variables and highlighting potential predictors of 

financial performance. Among the key findings, a very strong positive correlation was observed 

between Return on Assets (ROA) and Industry Type (r = 0.97), suggesting that the sector in which 

a bank operates plays a critical role in shaping its asset efficiency. This aligns with recent research 

emphasizing the impact of industry-specific dynamics on profitability metrics (Kumari & Rani, 

2022). Additionally, Company Size demonstrated a high correlation with ROA (r = 0.76), indicating 

that larger banks, possibly due to their resource availability and operational scale, tend to achieve 

higher returns on assets. Similarly, the correlation between Stock Performance and Regulatory 

Environment (r = 0.85) implies that stronger or clearer regulatory frameworks may enhance investor 

confidence, translating into improved market performance (Al-Sharif & Hashem, 2023). 

Moderate correlations were identified between Sustainability Reporting and Stock Performance (r 

= 0.70), suggesting that companies with more transparent and responsible sustainability practices 

may be more attractive to investors and thus exhibit stronger stock performance. This supports 

recent findings by Nguyen et al. (2022), who argue that ESG disclosure positively influences 

investor perception and share price stability. On the other hand, weaker correlations were observed 

between Return on Equity (ROE) and Economic Conditions (r = 0.31), and between Regulatory 

Environment and ROE (r = 0.33). These lower values indicate limited direct influence or more 

complex, possibly mediated relationships between these variables. Such weak associations highlight 

areas where further multivariate analysis may be necessary to uncover indirect effects or intervening 

variables that could better explain variations in equity returns. Overall, the correlation analysis 

provides valuable insights into the interdependencies among financial indicators, regulatory 

conditions, and sustainability practices. These findings offer strategic implications for decision-

makers aiming to optimize financial outcomes through industry positioning, scale management, and 

enhanced sustainability reporting. 

 

Table 3. Regression Analysis 

Dependent Variable: Corporate Financial Performance 
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The regression analysis conducted to test the research hypotheses provides critical insights into the 

nature and strength of relationships between sustainability reporting, industry influence, and key 

financial performance metrics. Regression coefficients (β-values) indicate the magnitude and 

direction of these relationships, where positive values reflect a direct and favorable impact. The 

accompanying p-values assess the statistical significance of these effects, with values below 0.05 

typically considered statistically significant (Field, 2022). H1: Sustainability Reporting → Financial 

Performance (β = 0.714, p = 0.04) demonstrates that sustainability reporting exerts a statistically 

significant and positive influence on financial performance, supporting the idea that transparent 

ESG disclosures can enhance profitability and operational efficiency. H2: Industry Impact → 

Financial Performance (β = 1.061, p = 0.024) further illustrates the substantial effect of industry 

context on financial outcomes, indicating that sectoral dynamics and structural differences 

significantly shape organizational profitability. H3: Sustainability Reporting → Investor 

Confidence and Market Valuation (β = 1.117, p = 0.049) reflects the strongest observed effect 

among all hypotheses, suggesting that organizations with robust ESG practices are more likely to 

gain investor trust and achieve superior market valuations. This is consistent with recent findings 

that emphasize ESG transparency as a key driver of capital market performance (Chen et al., 2023). 

H4: Sustainability Reporting → Risk Management and Volatility Reduction (β = 0.937, p = 0.021) 

suggests that companies engaging in comprehensive sustainability practices are more adept at 

managing risk and reducing financial volatility—an increasingly vital attribute in dynamic market 

environments. H5: Sustainability Reporting → Long-term Profitability (β = 0.837, p = 0.041) 

affirms that sustainability initiatives not only generate immediate financial gains but also contribute 

to the sustained profitability of firms over time. 

All hypotheses demonstrate statistically significant results (p < 0.05), confirming the robustness of 

the relationships examined. Moreover, the t-statistics provide additional validation, measuring the 

strength of each coefficient in relation to its standard error. Notably, H3 reports the highest t-value 

(t = 18.016), emphasizing the particularly strong influence of sustainability practices on investor 

confidence and valuation metrics. Overall, these findings reinforce the strategic value of 

sustainability reporting and industry positioning in enhancing financial performance, stabilizing 

operations, and fostering long-term business success. The results are in line with current empirical 

research advocating for the integration of ESG principles into core financial and risk management 

strategies (Zhang & Li, 2022). 

 

Table 4. Sustainability Reporting Analysis 

 
 

The Sustainability Reporting Analysis offers a comparative evaluation of the relationship between 

sustainability scores and key financial performance indicators—ROA, ROE, and stock 

performance—across three private banks in Erbil. This analysis sheds light on how varying levels 

of ESG commitment intersect with regulatory and economic contexts to influence financial 

outcomes. Bank A, which holds the highest sustainability score (88), demonstrates strong financial 

performance across all metrics, with a ROA of 2.96%, ROE of 9.09%, and stock performance of 

9.21%. This performance is achieved under a moderate regulatory environment and stable economic 

conditions, suggesting that a well-balanced external framework may enhance the effectiveness of 

ESG strategies. The consistency between high sustainability scores and strong financial outcomes 

supports the view that ESG practices can improve operational efficiency and investor confidence 

(Nguyen et al., 2022). 
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Bank B, with a slightly lower sustainability score of 78, operates in a stricter regulatory setting and 

faces fluctuating economic conditions. Despite these challenges, it achieves a notably high stock 

performance (9.96%), which may reflect investor optimism driven by strong compliance and 

adaptive strategies. However, its ROA (2.7%) and ROE (8.41%) are slightly lower than Bank A’s, 

indicating that external pressures may constrain internal profitability despite favorable market 

perceptions. In contrast, Bank C registers the lowest sustainability score (64) and presents a mixed 

financial picture. While it has the lowest ROA (1.81%), it records the highest ROE (14.06%), which 

could be indicative of higher financial leverage or volatility, possibly stemming from riskier 

financial practices. Nonetheless, its stock performance is the weakest at 5.14%, suggesting potential 

market skepticism or concerns about long-term sustainability and governance risks. Bank C operates 

under a lenient regulatory environment and within a growing economic context, yet the lack of 

robust sustainability practices may be limiting its capacity to convert macroeconomic opportunities 

into market value. This comparative analysis suggests a positive association between higher 

sustainability scores and financial stability, while lower scores may reflect or even contribute to 

greater variability in financial performance. The findings align with emerging literature that 

emphasizes the role of sustainability reporting in reducing uncertainty, enhancing stakeholder trust, 

and promoting long-term financial health (Zhang & Li, 2022; Chen et al., 2023). 

 

Table 5. Comparative Analysis Among Banks 

The Comparative Analysis Among Banks provides a detailed examination of key financial 

performance indicators, including return on assets (ROA), return on equity (ROE), stock 

performance, and risk and volatility measures. These metrics are crucial in evaluating how banks 

manage profitability, investor value, and financial stability within varying strategic and regulatory 

contexts. Bank A demonstrates superior overall financial health, with the highest ROA (4.93%), 

ROE (17.52%), and stock performance (18.05%). Notably, it also maintains the lowest risk and 

volatility score (0.71), reflecting strong earnings efficiency, optimal asset utilization, and market 

stability. These results suggest that Bank A effectively balances growth and risk, aligning with 

contemporary research that links strong ESG performance and risk management to enhanced 

shareholder value (Chen et al., 2023). Bank B shows moderate yet consistent financial performance, 

posting a ROA of 3.55%, ROE of 13.18%, and stock performance of 16.11%. However, its higher 

volatility measure (1.04) indicates increased financial exposure, possibly resulting from external 

market fluctuations or less robust internal risk mitigation strategies. Despite these risks, the bank 

maintains a competitive performance profile, which may be attributed to effective compliance 

within stricter regulatory environments, as suggested by Al-Sharif & Hashem (2023). Bank C 

exhibits the lowest ROA (2.79%) yet manages to achieve a relatively high ROE (14.14%), which 

could imply a greater reliance on financial leverage to boost shareholder returns. While its stock 

performance is competitive (16.82%), it records the highest risk and volatility score (1.2), pointing 

to significant financial uncertainty. This combination may reflect an aggressive growth strategy or 

operational inefficiencies, potentially influenced by its lenient regulatory context or market 

volatility. These findings align with studies that associate low asset efficiency and high financial 

leverage with increased earnings risk and shareholder concern (Zhang & Li, 2022). Overall, the 

analysis identifies Bank A as the most financially stable and high-performing institution, effectively 

integrating profitability with low-risk exposure. In contrast, Bank C’s elevated risk profile, despite 

its return metrics, suggests a more precarious financial position, possibly tied to its strategic reliance 

on leverage or exposure to volatile market conditions. These variations underscore the importance 
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of strategic alignment in balancing profitability, investor confidence, and risk management within 

the banking sector. 

 

Discussion 

This study offers a data-driven understanding of how sustainability reporting influences corporate 

financial performance in the context of private banks in Erbil. The empirical findings—derived from 

correlation and regression analyses—support the assertion that robust ESG disclosures are 

positively associated with profitability (ROA and ROE), market valuation, and risk management. 

Rather than merely restating the statistical outcomes, the discussion interprets these relationships 

through practical insights. For instance, Bank A, which achieved the highest sustainability score 

(88), also demonstrated the highest ROA (2.96%) and stock performance (9.21%). This alignment 

suggests that strategic ESG adoption not only signals ethical governance but also boosts financial 

metrics attractive to investors. By contrast, Bank C, with the lowest ESG score (64), showed higher 

volatility and weaker stock performance (5.14%), supporting the notion that limited ESG integration 

may result in lower market confidence. 

The findings further indicate that sustainability reporting enhances investor trust and contributes to 

risk mitigation. The strong positive correlation between sustainability disclosures and investor 

confidence (r = 0.563) highlights the market’s preference for transparent, forward-thinking 

institutions. Such institutions are better equipped to navigate regulatory challenges and economic 

uncertainties. Additionally, cross-sectional differences among banks underscore that ESG benefits 

are not uniformly distributed. Contextual factors—such as regulatory environment and economic 

conditions—moderate the effectiveness of sustainability strategies. These nuanced findings affirm 

the importance of contextual adaptability in ESG implementation. 

The comparative analysis among banks provides valuable insights into financial performance, risk 

exposure, and market positioning. The results indicate that banks with stronger return on assets 

(ROA) and return on equity (ROE) tend to exhibit better stock performance and lower risk volatility. 

These findings align with prior research suggesting that financial institutions with higher 

profitability ratios and efficient capital utilization tend to attract more investor confidence, leading 

to superior market performance (Maaloul et al., 2023). 

Moreover, the relationship between risk and profitability is evident, as banks with higher volatility 

measures tend to experience fluctuations in performance, which aligns with the risk-return tradeoff 

theory (Zhou et al., 2022). Banks that demonstrate stable financial returns and effective risk 

management are often positioned for long-term sustainability, as indicated in prior studies on 

banking efficiency and resilience (Ye et al., 2021). Additionally, firms operating within strict 

regulatory environments are more likely to experience controlled risk exposure, which supports the 

argument that strong governance frameworks contribute to financial stability (Xie et al., 2022). 

The variations in stock performance further support the notion that sustainability and strategic 

financial management play a crucial role in determining market outcomes. Banks with effective risk 

mitigation strategies and sustainable financial reporting tend to perform well in volatile market 

conditions, as seen in research highlighting the role of corporate governance in financial stability 

(Al Hawaj & Buallay, 2022). These findings reinforce the importance of balancing profitability with 

risk management to achieve financial success and long-term market sustainability. 

 

Conclusion 

The comparative analysis among banks highlights the intricate relationship between profitability, 

stock performance, and risk management. The findings suggest that banks with higher financial 

efficiency, as measured by return on assets (ROA) and return on equity (ROE), tend to exhibit 

stronger market performance while maintaining lower volatility. This supports existing research 

emphasizing the importance of sound financial management and regulatory compliance in 

sustaining long-term growth and stability. 
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Additionally, the study underscores the significance of risk control strategies, as banks with higher 

volatility measures tend to experience fluctuations in financial performance. This aligns with the 

risk-return tradeoff theory, where firms that effectively balance profitability with risk mitigation are 

better positioned to thrive in dynamic market conditions. Furthermore, regulatory environments 

play a crucial role in shaping financial outcomes, as stricter governance frameworks often contribute 

to greater financial stability. Overall, the findings reinforce the need for banks to adopt sustainable 

financial strategies, regulatory compliance, and risk management practices to enhance their 

competitive edge. Future research could explore industry-specific risk factors, the impact of digital 

banking transformation, and evolving regulatory landscapes to provide a more comprehensive 

understanding of financial sustainability in the banking sector. 

Sustainability reporting, when executed comprehensively, appears to offer tangible financial 

advantages in emerging markets. This study confirms that ESG practices contribute not only to 

ethical branding but also to financial robustness, particularly in enhancing ROA, ROE, and investor 

valuation. These findings hold significant implications for bank executives, policymakers, and 

investors seeking to align financial performance with sustainable practices. Furthermore, the study 

provides a valuable framework for understanding how ESG strategies translate into measurable 

performance indicators. It emphasizes the role of transparency, regulatory engagement, and 

stakeholder responsiveness in elevating corporate credibility and resilience. In markets where 

investor trust and operational efficiency are paramount, sustainability reporting acts as both a 

signaling and performance-enhancing mechanism. Future research should expand to larger samples 

and examine sectoral differences beyond banking to further validate these insights and guide ESG 

policy development in comparable transitional economies. 

 

Recommendations 

Based on the findings from the comparative analysis among banks, the following 

recommendations are proposed to enhance financial performance, manage risk, and ensure long-

term sustainability: 

-Banks should implement comprehensive risk assessment frameworks to mitigate financial 

volatility. Strategies such as stress testing, scenario analysis, and diversification of investment 

portfolios can help reduce exposure to market fluctuations and economic uncertainties. 

-Institutions operating under strict regulatory environments tend to show more stability. Banks 

should prioritize compliance with financial regulations, transparency in reporting, and strong 

corporate governance structures to build investor confidence and reduce financial instability. 

-To sustain high return on assets (ROA) and return on equity (ROE), banks should focus on cost 

efficiency, innovative financial products, and technology-driven banking solutions to optimize 

revenue generation while minimizing operational costs. 

-Banks should integrate Environmental, Social, and Governance (ESG) principles into their 

financial strategies, as sustainability reporting has been linked to stronger investor confidence and 

long-term profitability. 

-Given the rapid changes in the banking sector, institutions should invest in digital banking, AI-

driven risk analytics, and blockchain technology to enhance efficiency, security, and customer 

experience. 

 

Practical Implications 

The findings from the comparative analysis among banks provide several practical implications for 

financial institutions, policymakers, and investors. These insights can guide strategic decision-

making, risk management, and financial sustainability efforts in the banking sector: 

-Banks with lower risk and volatility tend to have stronger financial stability and market 

performance. Financial institutions should implement advanced risk management techniques, such 

as predictive analytics, stress testing, and scenario planning, to mitigate potential losses and enhance 

resilience against economic downturns. 
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-The results highlight the importance of strict regulatory environments in ensuring financial 

stability. Policymakers should strengthen banking regulations, governance mechanisms, and 

compliance requirements to safeguard financial markets from excessive risk-taking and instability. 

-Banks with higher return on assets (ROA) and return on equity (ROE) demonstrate better market 

performance. Financial institutions should optimize capital structure, enhance operational 

efficiency, and prioritize investments in high-yield financial instruments to maintain profitability 

and shareholder value. 

-The study reinforces the role of sustainability reporting in driving investor confidence and long-

term profitability. Banks should incorporate Environmental, Social, and Governance (ESG) 

principles into their corporate strategies, as sustainable banking practices are increasingly 

influencing investment decisions and regulatory frameworks. 

-The banking sector is undergoing digital transformation, and institutions with higher technology 

adoption rates are more likely to gain a competitive advantage. Banks should invest in fintech 

solutions, blockchain, AI-driven analytics, and digital payment systems to improve efficiency, 

enhance customer experience, and reduce operational risks. 

Sustainability 
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 کاریگەری ڕاپۆرتی بەردەوامی لەسەر ئەدای دارایی کۆمپانیا 

 
 ئامانج یونس عثمان  كاردار اسماعیل حمد 

 بەشی کارگێڕی کار، پەیمانگای تەکنیکی شەقڵاوە  بەشی ژمێریاری، پەیمانگەی تەکنیکی و پیشەیی بێست
kardar.hamarash@yahoo.com amanj.othmn@epu.edu.iq 

 
 پـوخـتـە 

ستراتیجی بازرگانییان لەگەڵ بنەماکانی ژینگەیی و ڕاپۆرتی بەردەوامی بۆتە کردارێکی گرنگ بۆ ئەو کۆمپانیایانەی ئامانجیان ڕێکخستنی  
( هەیە. ئەم توێژینەوەیە لە کاریگەری ئاشکراکردنی ڕاپۆرتی بەردەوامی لەسەر ئەدای دارایی کۆمپانیاکان  ESGکۆمەڵایەتی و حوکمڕانی ) 

راق. توێژینەوەکە میتۆدێکی توێژینەوەی  دەکۆڵێتەوە بە شیکردنەوەی داتای دووەمی سێ بانکی تایبەت لە هەولێر لە هەرێمی کوردستانی عێ
و پێوانە    ESGچەندێتی بەکاردەهێنێت، بە بەکارهێنانی شیکردنەوەی پەیوەندی و گەڕانەوە بۆ هەڵسەنگاندنی پەیوەندی نێوان ئاشکراکردنی  

ە راپۆرتی ساڵانە، لێدوانە  ( و ئەدای پشک. داتاکان ل ROE(، گەڕانەوەی سەرمایە )ROAسەرەکییەکانی دارایی وەک گەڕانەوەی سەرمایە )
کۆکراونەتەوە. نموونەکە لە سێ بانک پێکهاتووە کە    2023تا    2020داراییەکان و ئاشکراکردنی بەردەوامی بەردەستی گشتی بۆ ساڵانی  

ە پەیوەندییەکی  دەرەنجامەکان ئاماژە بەوە دەدەن ک  لە ماوەی دیاریکراودا هەڵبژێردراون.  ESGلەسەر بنەمای بەردەستی و گونجانی راپۆرتی  
دەبێتە هۆی زیادکردنی   ESGئەرێنی لەنێوان ڕاپۆرتی بەردەوامی و ئەدای دارایی هەیە. ئەمە ئەوە دەگەیەنێت کە باشترکردنی کردارەکانی  

جی زیاتر  متمانەی وەبەرهێنان و بەهای باشتری بازاڕ و بەڕێوەبردنی مەترسی کاریگەرتر. ئەو بانکانەی نمرەی بەردەوامییان بەرزترە قازان
انی  و ناجێگیری دارایی کەمتر نیشان دەدەن. ئەم دەرئەنجامانە گرنگی ستراتیجی تێکەڵکردنی بەردەوامی لە کردارەکانی بازرگانی بۆ بەدەستهێن

 سەرکەوتنی درێژخایەن دەردەخەن.
 ردن، ئەدای سەرمایە ڕاپۆرتی بەردەوامی، ئەدای دارایی کۆمپانیا، ژینگەیی و کۆمەڵایەتی و بەڕێوەب  :ەکان وشە سەرەکی

 

 

 


