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Highlights
e To examine the dimensions, components, and criteria of corporate governance in the
sustainability reporting literature;

e To measure the concepts, theories, and theoretical perspectives of sustainability reporting
from a corporate governance perspective through a meta-synthesis approach;

e Toidentify and examine the role of "board structure", "audit committee characteristics",
and "ownership structure" as the main drivers and components of corporate governance;

e Good corporate governance drivers can lead to improved corporate sustainability performance.

Abstract

According to previous studies, sustainability reporting encompasses four main dimensions:
economic, environmental, social, and corporate governance. Corporate govemance, being a
crucial aspect of sustainability reporting, serves to align the interests of shareholders with those
of other stakeholders, while maintaining a balance between economic, environmental, and social
concems. Ultimately, the primary objective of corporate governance 1s to safeguard the rights of
all stakeholders, including minority shareholders. This research, which adopts an exploratory
approach, delves into the concepts, theories, and theoretical perspectives of sustainability
reporting through the lens of corporate governance. The study also explores the measurement of
sustainability reporting using a meta-synthesis method. Analysis of existing literature revealed
that sustainability reporting aims to hold companies accountable to stakeholders and achieve
fairness and environmental efficiency. Furthermore, the study identified three key drivers and
components of corporate governance namely, board structure, audit committee cKaxacmristics,
and ownership structure within sustainability reporting. The roles of these components were
examined, along with the impact of corporate governance drivers on the quality of sustainabili
reporting. Additionally, various theories sup]ﬁorting or challenging sustainability practices, suc
as stakeholder theory, legitimacy theory, political economy theory, signaling theory, resource-
based theory, representation theory, and managers' opportunism theory, were discussed. The
findings of the research suggest that effective corporate govermnance drivers can enhance
sustainability performance.
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Introduction

The concept of sustainability refers to a company's ability to create
value and operate over a long period of time (Perrini & Tencati, 2006).
Companies that adopt sustainable practices in environmental, social, and
corporate governance areas often earn trust from investors, creditors, and
shareholders (Ershadi et al; 2023). Companies typically share
sustainability information through sustainability reports, which are crucial
for communicating with stakeholders (Sawani et al; 2010). Corporate
governance and sustainability are becoming increasingly important topics
in today's business world and research field. Existing studies suggest a
close relationship between corporate governance and sustainability
reporting (Aras & Crowther, 2008). Sustainability reporting can contribute
to achieving corporate governance goals (Mahmood et al; 2018).

Effective corporate governance in sustainability reporting demonstrates
credible environmental, social, and governance practices, which can
enhance a company's reputation, attract investments, mitigate risks, and
promote environmental and social well-being. In this study, we explore the
dimensions of corporate governance in sustainability reporting and discuss
sustainability reporting from a corporate governance standpoint, along
with the factors that influence it. Considering these factors will greatly
contribute to enhancing companies' sustainability reporting practices.

1. The Corporate Governance Dimension in Sustainability Reporting

Literature:

Capital market developments have led to the evolution of corporate
governance theories. The goal of the corporate governance system within
the company and in the economy as a whole is to create the necessary
confidence and trust in the market economy. On the other hand, the term
sustainability is defined as the strategy, performance, and competitiveness
of the company, through the combination of economic, environmental, and
social aspects in corporate governance (Baradaran Hassanzadeh &
Taghizadeh Khanghah, 2011). In this regard, Aras and Crowther (2008)
believe that corporate governance and sustainability are essential for the
continuous operation of any company. Kolk (2008) believes that when
corporate governance and sustainability are linked and reported together,
they may offer new opportunities for integration approaches.

2. Components and Criteria of Corporate Governance in

Sustainability Reporting:

In the field of components and criteria of corporate governance in
sustainability reporting, the results of previous studies are as follows:

Dienes et al. (2016) showed in their study using a qualitative approach
that company size, media visibility, and ownership structure are the most
important drivers of sustainability reporting disclosure. In contrast, other
factors such as profitability, capital structure, company age, or board
composition as indicators of corporate governance do not show a clear
trend. In the study by Abdi et al. (2020), corporate governance
characteristics including concentration of ownership, government
ownership, percentage of free float shares, institutional ownership,
independence of board members, and board size were identified as the
main drivers of sustainability reporting.
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Methodology
This research is a type of fundamental and exploratory research based
on the qualitative meta-synthesis method.

Sampling Procedures

The statistical population of this study included articles published in
domestic and foreign scientific and research journals (WOS and Scopus
information databases) over the last 20 years in the field of sustainability
reporting from the perspective of corporate governance.

Results

1. Theories Explaining Investment in Sustainability Activities:

There have been numerous conflicting theories regarding corporate
investment in sustainability activities. The most important theories
supporting corporate investment in sustainability activities (pro-theories)
include stakeholder theory, legitimacy theory, political economy theory,
signaling theory, and resource-based theory. Opponents of corporate
investment in sustainability activities (opposing theories) refer to agency
and opportunistic theories of managers to justify their arguments.

2. Drivers and Components of Corporate Governance in the Context of

Sustainability Reporting:

Previous studies have identified drivers such as internal factors like the
structure of the board of directors (size, composition, and diversity in terms
of gender, ethnicity, and culture), the characteristics of the audit committee
(size, independence, financial expertise, and gender diversity), and
external factors like ownership structure (ownership concentration, types
of ownership such as institutional, government, family ownership) as
influences on corporate governance affecting sustainability reporting.

3. The Effect of Corporate Governance Drivers on the Quality of

Sustainability Reporting:

Corporate governance encompasses a set of guidance and control tools
that, through laws, structures, processes, cultures, and systems, aim to
achieve accountability, transparency, justice, and respect for stakeholder
rights. Effective corporate governance plays a crucial role in ensuring the
quality of financial reporting and reducing fraudulent behavior in
companies (Khalifeh, 2018). Corporate governance drivers can enhance
the quantity and quality of companies' sustainability reporting by reducing
information asymmetry (Mahmoudi et al; 2023).

Discussion

In this study, concepts, theories, and theoretical perspectives on
sustainability reporting from the standpoint of corporate governance
were examined using the meta-synthesis method. Through an extensive
review of literature, three main drivers and components of corporate
governance were identified in relation to sustainability reporting: "board
structure", "audit committee characteristics", and "ownership structure".
The study delved into their roles in sustainability reporting, as well as the
impact of corporate governance drivers on the quality of sustainability

reporting.
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Conclusions

Based on the theoretical foundations and previous research, the study
concluded that the effectiveness of corporate governance drivers in
enhancing the quality of sustainability reporting can be summarized as
follows:

Strong monitoring mechanisms, such as independent board members
and effective audit committees, incentivize and facilitate the management
of sustainability disclosure perceptions, ultimately improving the quality
of information disclosed. The independence and industry expertise of
board members can reduce earnings management and enhance reliability,
indirectly boosting the quality of sustainability reporting. Similarly, an
independent and efficient audit committee can curb earnings management
and support credible sustainability/social responsibility disclosure.
However, the effectiveness of these governance drivers is influenced by
ownership type, structure, and concentration.

Institutional ownership, for example, can positively impact monitoring and
sustainability disclosure by advocating for transparency and accountability.
Nevertheless, the motivations and time horizons of institutional owners are
crucial factors. Conversely, ownership concentration can have a dual effect on
the quality of corporate sustainability reporting. High ownership concentration
may weaken audit committee oversight, leading to a decline in sustainability
disclosure quality.

For future research, it is recommended to explore this issue
quantitatively through meta-analysis. Additionally, investigating the
impact of integrated reporting quality on corporate sustainability
performance is advised.
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