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Abstract

The aim of the paper is to assess the impact of the level of sustainability reporting on the financial performance of Polish public companies.
Using a sample of 135 large public-interest entities listed on the Warsaw Stock Exchange, we conduct manual content analysis of companies’
sustainability disclosures according to the requirements of Corporate Sustainability Reporting Directive and construct three disclosure
indices that quantify the extent and detail of reported information: one that focuses on required narrative information, another on key
performance indicators, and a combined index. We measure the financial performance of companies by means of return on assets, return on
sales and return on equity ratios and valuation ratios, i.e. price-to-earnings (PE) and price-to-book value (PBV). To examine the relationship
between the level of sustainability reporting and financial performance of companies, regression models were estimated using the Least
Absolute Deviations regression models. The results indicate that the overall level of sustainability reporting had a negative relationship with
price-to-book value and return on equity. Regarding individual disclosure dimensions, a higher extent of KPI disclosures and a higher extent
and quality of narrative disclosures resulted in lower ROE.
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1. Introduction

In recent years, sustainability considerations have become an increasingly important component of corporate
reporting. Companies are expanding the amount of non-financial information they provide, driven by changing
expectations of capital market participants, regulatory developments, and demands for greater corporate
accountability. Although sustainability (or environmental, social and governance — ESG) reporting is becoming
an important element of corporate transparency, the extent and quality, including readability, detail and
reliability of such disclosures differ significantly across companies (Bini et al., 2023; Godawska and
Rymkiewicz, 2025). Existing research provides mixed evidence on whether sustainability reporting contributes
to improved financial outcomes, with studies identifying positive (Caglio et al., 2019; Vitale et al., 2023),
negative (Nugrahani et al., 2022; Gupta, 2026), or statistically insignificant effects (Buallay and Al Marri, 2022;
Ozata Canli and Sercemeli, 2026). These inconsistent findings indicate that the relationship between
sustainability disclosure and corporate financial performance remains an open area for further research.
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The aim of the paper is to assess the impact of the level of sustainability reporting on the financial performance
of Polish public companies.

This study contributes to the literature on the relationship between sustainability reporting and corporate
financial performance in two important ways. First, it examines sustainability disclosures prepared in accordance
with the Corporate Sustainability Reporting Directive (CSRD), whereas prior studies have primarily focused on
reporting frameworks such as the Non-Financial Reporting Directive (NFRD) (Akin and Akin, 2026; Radu et al.,
2023), the Global Reporting Initiative (Loprevite et al., 2020), integrated reporting (Soriya and Rastogi, 2023;
Agarwall et al., 2025), and other voluntary sustainability reporting frameworks (Eccles et al., 2014; Su et al.,
2025). Second, unlike most previous research, which has concentrated on the overall extent or narrative quality
of sustainability reporting, this study also investigates KPI-based disclosures. Such quantitative sustainability
disclosures remain relatively underexplored in the existing literature.

The paper proceeds as follows. The next section reviews the existing literature on the relationship between
sustainability reporting and firms’ financial performance. The following section describes the research
methodology adopted in this study. Subsequently, the empirical findings are presented and discussed, leading to
the final conclusions.

2. Literature Review

The literature often explains the linkage between sustainability (ESG) reporting and firm performance with
stakeholder theory, legitimacy theory, and signaling theory. According to the stakeholder theory firms must
consider the interests of shareholders and other stakeholders; Sustainability disclosure helps communicate with
them and build trust. This reporting can improve performance through reputation, competitive advantage, access
to finance, and stronger stakeholder engagement (Alsayegh et al. 2020; Sani et al., 2020). Legitimacy theory
assumes that firms provide sustainability disclosure to show they are acting in line with social norms and to
preserve or repair legitimacy. Sustainability reporting may raise performance by protecting reputation (Sehgal et
al., 2023). According to signaling theory, ESG disclosure sends a signal about true quality, commitment, or
future prospects. Transparent, higher-quality ESG disclosure can raise investor confidence, valuation, liquidity,
and market reactions (Papoutsi and Sodhi, 2020).

Numerous empirical studies have investigated the impact of sustainability reporting, including ESG and CSR
reporting, on firms' financial performance. While the empirical evidence remains mixed, a significant share of
the literature documents a positive association between sustainability reporting and corporate financial
performance.

Using data from publicly listed firms across eight European Union countries, the study by Akin and Akin (2026)
examines the effects of mandatory ESG disclosure introduced under the EU Non-Financial Reporting Directive
on corporate financial outcomes. The findings indicate that compulsory ESG reporting improves earnings quality
and reduces firms’ cost of capital, with these effects being particularly pronounced among larger companies,
which appear to benefit more from increased transparency. A positive impact of sustainability (ESG) reporting
on financial performance has also been documented by other studies. Specifically, positive effects have been
reported for return on assets (ROA) (Savi¢ and Boni¢, 2022;, Siwiec and Karkowska, 2024; Treepongkaruna and
Suttipun, 2026); for return on equity (ROE) (Treepongkaruna and Suttipunl 2026; Grassa et al., 2026; Vitale et
al., 2023), for return on sales (ROS) (Vitale et al., 2023; Rudolph and Aliamutu, 2026), earnings per share
(Sunny and Apsara, 2024), market valuation (Caglio et al., 2019), price-to-book-value (PBV) (Titisari et al.,
2019; Pratama et al., 2026), price earnings ratio (PE) (Titisari et al., 2019), Tobin’s Q (Yu et al., 2018; Titisari et
al., 2019), and lowering default risk (Do and Vo, 2023, Kazyte et al., 2026).

In contrast to studies documenting positive effects of sustainability reporting, Gupta (2026) found a negative
relationship between sustainability disclosures and future financial performance (ROA and ROE) in the banking
sector. Based on a sample of listed banks from 15 countries, the author showed that environmental and social
disclosures were associated with lower performance. The study further highlighted that this relationship was
influenced by country-level factors, including economic development, investor protection, creditor rights, and
monitoring mechanisms. The study by Ozata Canli and Sercemeli (2026) revealed the negative impact of
environmental disclosures on ROA and ROE using a sample of the 100 largest publicly traded energy firms
worldwide by market capitalization. Based on a sample of companies publishing sustainability reports in 2015—
2019, Nugrahani et al. (2022) demonstrated that economic and environmental sustainability disclosures were
negatively related to ROA, while social disclosures had no significant effect on financial performance. Similarly,
Yan et al. (2026) found that voluntary ESG reporting was negatively associated with firm performance among
Chinese food and beverage firms, as measured by ROA, ROE, and Tobin’s Q. However, the negative effect was
reversed for companies with above-industry-average ESG performance, indicating that the financial benefits of
ESG reporting may depend on the actual quality of sustainability practices rather than disclosure alone. Fatemi et
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al. (2018) also demonstrates the negative impact of ESG information disclosure on company valuation. The
negative impact of ESG reporting on the valuation of public companies listed on the WSE, measured by the
EV/EBITDA ratio, was demonstrated by Koralun-BereZnicka and Orcholski (2025).

The empirical evidence also includes studies reporting no significant relationship between sustainability (ESG)
reporting and corporate financial performance. For instance evidence from the telecommunications and IT
sectors indicates that ESG disclosure is not significantly associated with either return on assets or return on
equity (Buallay and Al Marri, 2022). Similar results for governance disclosure and ROA and ROE in the energy
sector were reported by Ozata Canli and Sercemeli (2026). Using a sample of Indian pharmaceutical firms,
Chakraborty et al. (2026) found that overall ESG reporting did not affect market performance, as measured by
Tobin's Q. However, social disclosures had a positive effect on this indicator. Al-Hawaj et al. (2023) showed that
the level of sustainability reporting had no significant effect on return on equity or Tobin's Q in the energy sector
across countries at different stages of economic development.

Some studies find the relationship between sustainability reporting and corporate financial performance is
conditional: effects vary by industry, country, stakeholder pressure, and firm characteristics (Bansal et al.. 2021;
Prashar, 2023; EImanaseer and Gerged, 2025; Silvia, 2026). Evidence also suggests that the relationship between
sustainability reporting and firm performance is influenced by the broader macroeconomic environment. In
particular, CSR disclosures may be associated with weaker future financial performance during periods of
economic crisis, especially for firms with low profitability and certain governance characteristics, whereas these
adverse effects are less evident under normal economic conditions (Al-Dah et al., 2018).

The relationship between sustainability reporting and financial performance is heterogeneous and appears to
depend, in some settings, on the type of disclosure and the specific ESG pillar. In particular, environmental,
social, and governance disclosures do not necessarily have uniform effects on corporate financial outcomes.
Buallay (2019) analyzed the relationship between ESG reporting and the financial performance of European
banks over the period 2007—2016 and found that environmental disclosure had a positive impact on both ROA
and Tobin’s Q. Meanwhile, corporate governance disclosure was negatively related to ROA and ROE but
contributed positively to Tobin’s Q. In contrast, social disclosure had a negative effect on all three measures of
financial performance. Similarly, Conca et al. (2021), based on an analysis of 57 publicly listed European agri-
food companies observed between 2010 and 2018, reported that more extensive environmental and social
disclosure was linked to higher corporate profitability. At the same time, a greater level of governance-related
disclosure was found to be associated with a lower market value of the companies. Evidence from a study
conducted by Lawrence et al. (2025), based on data from 76 Nigerian listed companies over the period 2010—
2023, indicates that different dimensions of sustainability reporting have distinct effects on corporate liquidity.
The findings showed that governance disclosure had a positive influence on liquidity, whereas economic,
environmental, and social disclosures were associated with lower liquidity levels. According to the authors, these
results suggest that while governance reporting may enhance financial discipline and improve resource
management, greater disclosure in the economic, environmental, and social dimensions can generate short-term
costs that reduce firms' liquidity. Examining non-financial firms during the COVID-19 and post-pandemic
periods, Angela and Rusmanto, (2025) showed that only governance disclosure was positively associated with
ROE and PBV during the pandemic, whereas environmental and social disclosures were insignificant throughout
the study period. The effect of governance disclosure on financial performance was no longer significant in the
post-pandemic period. However, the study by Kasbun et al. (2016) on Malaysian listed companies found positive
relationships between economic, social, and environmental sustainability reporting and both ROA and ROE,
suggesting that all sustainability dimensions contributed similarly to financial performance.

Many studies directly examine narrative sustainability/ESG disclosure against firm performance (e.g. Caglio et
al., 2020; Huang et al., 2025: Nguyen et al., 2025; Zhang et al., 2025; Grassa et al., 2026). However, the
literature on the quality and extent of standalone sustainability KPI reporting is relatively sparse (Tannuri and
van Bellen, 2014; Bayne and Wee, 2019; Bini et al., 2023) and the linkages between KPI disclosure and
corporate financial performance remain underdeveloped. Direct empirical evidence on this relationship is
particularly limited. One of the few studies explicitly addressing this issue is Savi¢ and Boni¢ (2022), who
examined 60 European energy companies over the period 2012—2020. Using nine environmental sustainability
KPIs disclosed in GRI-based sustainability reports, the authors investigated whether reporting these indicators
influenced corporate profitability, measured by return on assets. Their findings indicate that more extensive
reporting of environmental performance KPIs had a positive effect on profitability. Other studies examining
sustainability KPI disclosures have primarily focused on their informational value, treating KPIs as performance
signals that provide incremental information to stakeholders rather than directly assessing their impact on
corporate financial outcomes (e.g., Givoly et al., 2019).
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To the best of the authors' knowledge, the literature does not provide evidence of CSRD-specific empirical
research examining the relationship between the extent and/or quality of sustainability reporting and financial
performance. Although Li et al. (2026) analyze the impact of the CSRD on firms' financial performance, their
study evaluates the effect of the implementation of the Directive itself, rather than differences in the extent,
quality, or completeness of CSRD disclosures. Other studies focus on integrated reporting, NFRD/mandatory
non-financial reporting, voluntary CSR/ESG reporting, Sustainable Development Goals reporting and GRI-based
sustainability reporting (Charumathi and Ramesh, 2017; Li et al, 2018; Caglio et al., 2020; Savi¢ and Boni¢,
2022; Do and Vo, 2023; Vitale et al., 2023; Sun et al., 2023; Cuomo et al., 2024; Angela and Rusmanto, 2025;
Bamel et al., 2025; Gupta, 2026; Pratama et al., 2026). There is evidence on Polish firms’ CSRD reporting
readiness (Godawska and Rymkiewicz, 2025; Macuda and Kobiela-Pionnier, 2025; Szalacha, 2026) and on the
ESG activities—financial performance link (Siwiec and Karkowska, 2024), but no study directly examines
whether CSRD reporting extent and quality in Polish companies - measured jointly through narrative disclosure,
KPI disclosure, and an overall composite index - influences ROA, ROE, and ROS or company valuation
measures like PE, and PBV.

Based on the literature review and considering that the majority of studies report a positive relationship between
sustainability reporting and financial performance, the following main hypothesis is formulated:

Hypothesis 1: The overall level of sustainability reporting positively influences corporate financial performance.

To examine the separate effects of KPI-based and narrative sustainability disclosures, the following sub-
hypotheses are proposed:

Hypothesis 1A: The extent of sustainability KPI disclosure positively influences corporate financial
performance

Hypothesis 1B: The extent and quality of narrative sustainability disclosure positively influence corporate
financial performance.

3. Data & Methodology

To verify the research hypotheses, a study was conducted on a sample of 135 public companies listed on the
WSE. The CSRD is an extension of the previously adopted NFRD directive on non-financial reporting.
Therefore, taking into account the concept of absorptive capacity (Cohen and Levinthal, 1990; Zahra and
George, 2002), the study used companies that were required to publish reports in accordance with the NFRD in
their 2021 reports and that continued to be listed on the WSE until the end of 2024. A total sample of 135
companies was obtained.

To determine companies' level of sustainability reporting in accordance with the CSRD, manual content analysis
was used to analyze the company's 2023 annual reports, published in 2024. This type of report was chosen
because of its mandatory nature and the fact that, according to the CSRD regulations transposed into the Polish
legal system, the sustainability report is to be a separate part of the report. Using the methodology employed by
Godawska and Rymkiewicz (2025), three disclosure indices were developed, describing the overall level of
companies' sustainability reporting in accordance with the CSRD (ESGror), the extent and quality of companies'
narrative disclosures (ESGnar), and the extent of companies' KPI disclosures (ESGkei). A total of 14 categories
of narrative disclosure requirements and 14 categories of KPI disclosures were considered. For each narrative
disclosure category, a score of 0 (no presentation), 1 (general disclosures), or 2 (detailed disclosures) could be
obtained. In the case of KPI disclosure categories, given their numerical nature, a two-point scale was used, with
0 points indicating no disclosures and 1 indicating the presence of KPI disclosures. The maximum possible score
was 42 points, of which 28 for narrative disclosures and 14 for KPI disclosures.

The value of the ESGror disclosure index was calculated for each of the surveyed companies as the sum of
points obtained in narrative disclosures and KPIs, according to the formula:

NAR;; + KPI,,

ESGror; = 42

j=1k=1

x 100%

where:
NAR;;— the score obtained by company i in the j-th category of narrative disclosures, NAR;; €{0,1,2};
KPl;x — the score obtained by company i in the k-th category of KPI disclosures, KPI;xe{0,1};
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i —company number;
j» k—the number of the category of narrative disclosures and KPI disclosures, respectively.

The ESGnar disclosure index was calculated for each of the surveyed companies using the following formula:

ZNARE-J-
ESG;\'AR.E = 28 X 10001,(’]
=

The value of the ESGkp disclosure index was calculated for each of the examined companies according to the
formula:

14
KPI,

k=1

The ESGror, ESGnar and ESGke indices for a given company range from 0% to 100%, where a higher score
indicates a company's better level, extent and quality, or extent of sustainability reporting, respectively in
accordance with the CSRD directive.

Three profitability ratios were used to describe the company's financial performance: return on assets (ROA),
equity (ROE), and sales (ROS), as well as earnings per share (EPS), and two stock market indicators/valuation
ratios: price to book value (PBV) and price to earnings (PE). These ratios reflect the company's financial
performance in 2024, the year the company's annual reports are published. Financial data for 2024, rather than
for the year covered by the report, is intended to demonstrate the company's and investors' reaction to the
publication of sustainability information included in the company's annual reports.

Additionally, two control variables, SIZE and DEBT, were used. The SIZE variable describes the company’s size
in 2023, i.e., the fiscal year for which the report is prepared, expressed as the natural logarithm of the company's
assets at the end of the 2023 fiscal year. The DEBT variable, in turn, describes the company's debt level in 2023,
expressed as the natural logarithm of the total debt ratio. Furthermore, the ENVIRCS variable was used to
describe the environmental sensitivity of the industry in which the company operates.

Basic descriptive statistics for the variables are presented in Table 1.

Table 1. Basic descriptive statistics for variables.

Variable Mean Median Minimum Maximum
ESGror 0,35996 0,35714 0,00000 0,78571
ESGnar 0,42381 0,42857 0,00000 0,92857
ESGkei 0,23228 0,21429 0,00000 0,64286
ROS2024 0,66289 0,045569 -3,9429 85,370
ROA2024 -0,092566 0,033527 -6,8917 0,21703
ROE2024 0,049504 0,092546 -3,2332 2,7518
PBV2024 1,7461 0,92000 -0,23000 42,310
PE2024 6,8017 8,4400 -129,59 112,44
EPS2024 12,534 1,7100 -79,740 941,33
SIZE 2023 14,670 14,251 5,7137 20,021
DEBT2023 -0,66782 -0,61055 -3,3873 1,8822
ENVIRCS 0,46667 0,00000 0,00000 1,0000
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Variable Standard Deviation nggti?;ﬁm of Skewness Kurtosis
ESGror 0,19176 0,53272 0,10328 -0,79641
ESGnar 0,22692 0,53543 0,094387 -0,88466
ESGkei 0,14437 0,62156 0,44288 -0,00019973
ROS2024 7,3756 11,126 11,346 127,81
ROA2024 0,76639 8,2794 -7,1430 54,115
ROE2024 0,47964 9,6890 -1,7134 23,817
PBV2024 3,8557 2,2082 8,8593 89,350
PE2024 22,332 3,2833 -2,1086 17,182
EPS2024 83,156 6,6344 10,456 114,09
SIZE2023 2,1635 0,14747 0,20745 1,6034
DEBT2023 0,55496 0,83100 -0,66667 7,1831
ENVIRCS 0,50075 1,0730 0,13363 -1,9821

Source: own study

Financial data were obtained from bankier.pl and the financial statements of the studied companies. Least
Absolute Deviations (LAD or L4) regression models were used to examine the relationship between the level of
companies' sustainability reporting in accordance with the CSRD. The dependent variable was the variable
describing the company's financial performance in 2024 (ROSzoz4, ROA2024, ROE2024, PBV2024, PE2024, EP32024),
and the explanatory variable was the variable describing the level of sustainability reporting in accordance with
the CSRD (ESGrot, ESGnar, ESGkpi). The models were supplemented with selected control variables (SIZE 2023,
DEBT2023, ENVIRCS). The general model formula was as follows:

m

n
i=1

I=n+l
where:

FPV; — variable describing the financial performance of companies in 2024; FPV; e{ROS024, ROA2024, ROE2024,
PBV2024, PE2024, EPS2024};

ESGy — variable describing the company's quality and/or extent sustainability reporting in accordance with the
CSRD; ESGk e{ESGrot, ESGnaR, ESGkei}, Where a given model can use a single variable: ESGtor, ESGNAR,
or ESGke, or two variables: ESGnar and ESGkp together;

CV; — control variable; CVs E{S'ZE2023, DEBT 2023, ENV'RCS},
Bo, Bj, Bi — model coefficients;
&i — random component.

The choice of model is dictated by the model's high robustness to outliers, which is a significant advantage over
traditional OLS-based models (Koztowski and Kowalczuk 2024; Ciuperca 2011). Regression parameters in the
LAD method are estimated by minimizing the sum of the absolute value of errors. The LAD estimator is also
more efficient than OLS when the error term is not normally distributed but follows a Laplace distribution
(Arslan 2012; Herce 1996).
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The use of the LAD method is justified because initial regression analyses using the OLS method revealed
heteroscedasticity of the models and a non-normal distribution of the residuals.

It should be noted that the LAD model is robust to outliers in the response variable but is relatively sensitive to
outlying observations in the explanatory variables, which presents a certain limitation (Dodge 1997). Another
problem is the lack of robustness to observations with unusual predictor values (Giloni et al. 2006).

The authors used Gretl software version 2025a for their research.

4, Results

The first step was to examine the relationship between companies' overall level of sustainability reporting in
accordance with the CSRD (ESGror) and individual variables describing the company's financial situation in
2024. A significant relationship was obtained for two dependent variables, PBV 024 and ROEzp4. Tables 2-4
present data for the resulting models.

Table 2. Regression analysis results for the model — explanatory variable ESGror, dependent variable PBV2g24.

PBVyg24 = By + BLESGror + B2 SIZE; o33 + B3 DEBT;055 + &

Variable Coefficient Standard t-statistic p-value Significance
deviation

const 0,450363 0,590030 0,7633 0,4467

ESGror —0,735090 0,347105 -2,118 0,0361 **

SIZE2023 0,0532106 0,0350991 1,516 0,1319

DEBT2023 0,114553 0,159889 0,7165 0,4750

Median dependent variance 0,920000 Dependent standard deviation 3,855724

Sum of absolute residuals 162,2601 Sum of squared residuals 2097,817

Log likelihood —253,4049 Akaike information criterion 514,8097

Bayesian Schwarz's criterion 526,4308 Hannan-Quinn criterion 519,5322

*** significance level at 1%; ** significance level at 5%; * significance level at 10%

Source: own study

Table 3. Regression analysis results for the model — explanatory variable ESGror, dependent variable ROE2024.

ROE;q34 = Py + B1ESGror + B2 SIZE;g55 + B3 DEBT;p53 + &

Variable Coefficient Standard t-statistic p-value Significance
deviation

const 0,0161175 0,154792 0,1041 0,9172

ESGror —0,122983 0,0698290 -1,761 0,0805 *

SIZE2023 0,00837317 0,00891128 0,9396 0,3491

DEBT2023 —0,00118880 0,0438365 —0,02712 0,9784

Median dependent variance 0,092546 Dependent standard deviation 0,479643
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Sum of absolute residuals 27,41668 Sum of squared residuals 30,79569
Log likelihood —13,36824 Akaike information criterion 34,73648
Bayesian Schwarz's criterion 46,35758 Hannan-Quinn criterion 39,45897

*** significance level at 1%; ** significance level at 5%; * significance level at 10%

Source: own study

Table 4. Regression analysis results for the model — explanatory variable ESGror, dependent variable ROE 2024

ROE;p24 = By + B1ESGror + B2SIZE 33 + B3 DEBTyg03 + BLENVIRCS + ¢

Variable Coefficient Standard t-statistic p-value Significance
deviation

const 0,0155436 0,160298 0,09697 0,9229

ESGror —0,175008 0,0898880 —1,947 0,0537 *

SIZE2023 0,0108737 0,00908631 1,197 0,2336

DEBT2023 —0,000258798  0,0426431 —0,006069 0,9952

ENVIRCS —-0,0374721 0,0267866 -1,399 0,1642

Median dependent variance 0,092546 Dependent standard deviation 0,479643

Sum of absolute residuals 27,23266 Sum of squared residuals 30,38769

Log likelihood —12,45906 Akaike information criterion 34,91812

Bayesian Schwarz's criterion 49,44449 Hannan-Quinn criterion 40,82123

*** significance level at 1%; ** significance level at 5%; * significance level at 10%

Source: own study

The obtained results show that companies' level of sustainability reporting in accordance with the CSRD
(ESGror) significantly affects the price-to-book value ratio in 2024 (PBV2024) at a significance level of 5%, and
also, at a significance level of 10%, the return on equity in 2024 (ROE24). Interestingly, in both cases, this is a
negative correlation, indicating that a higher level of 2023 sustainability reporting was associated with a lower
median result for the indicated financial and stock market indicators in the year of publication. At the same time,
the adopted control variables proved statistically insignificant.

Therefore, Hypothesis 1, stating that the overall level of sustainability reporting positively influences corporate
financial performance, was not supported.

Next, the focus was on examining the relationships between the components of the variable describing
companies' level sustainability reporting in accordance with the CSRD directive, i.e., narrative disclosures
(ESGnar) and KPI disclosures (ESGkpi), and individual variables describing the company's financial
performance in 2024. None of the models containing two of these variables simultaneously demonstrated a
significant relationship with the assumed dependent variables describing the entity's financial situation.

Therefore, regression models were developed using a single ESGnar or ESGkpi variable as the explanatory
variable. Statistically significant relationships were obtained in both models. The tables 5-6 present data for the
resulting models.

Table 5. Regression analysis results for the model — explanatory variable ESGkpi, dependent variable ROE 2.
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PBVyp24 = B + P1ESGypr + B2SIZEs 592 + f3 DEBT5550 + SoENVIRCS + &

Variable Coefficient Standard t-statistic p-value Significance
deviation

const 1,30597 0,784396 1,665 0,0983 *

ESGkep —0,887711 0,490936 —1,808 0,0729 *

SIZE2023 0,0117849 0,0409395 0,2879 0,7739

DEBT2023 0,231489 0,201112 1,151 0,2518

ENVIRCS —0,333003 0,211982 -1,571 0,1186

Median dependent variance 0,920000 Dependent standard deviation 3,855724

Sum of absolute residuals 159,7666 Sum of squared residuals 2075,746

Log likelihood —251,3142 Akaike information criterion 512,6283

Bayesian Schwarz's criterion 527,1547 Hannan-Quinn criterion 518,5314

*** significance level at 1%; ** significance level at 5%; * significance level at 10%

Source: own study

Table 5. Regression analysis results for the model — explanatory variable ESGnar, dependent variable ROE202a.

ROEyq04 = Bo + B1ESGyag + F2SIZEsgss + B3 DEBTy 05 + BLENVIRCS + &

Variable Coefficient Standard t-statistic p-value Significance
deviation

const 0,0356313 0,168641 0,2113 0,8330

ESGnar —0,150938 0,0717262 —2,104 0,0373 **

SIZE2023 0,0100260 0,00957225 1,047 0,2969

DEBT2023 0,00297878 0,0412088 0,07229 0,9425

ENVIRCS -0,0370907 0,0287373 -1,291 0,1991

Median dependent variance 0,092546 Dependent standard deviation 0,479643

Sum of absolute residuals 27,25023 Sum of squared residuals 30,41036

Log likelihood —12,54615 Akaike information criterion 35,09231

Bayesian Schwarz's criterion 49,61868 Hannan-Quinn criterion 40,99542

*** significance level at 1%; ** significance level at 5%; * significance level at 10%

Source: own study

The obtained results show that the level of corporate sustainability reporting in accordance with the CSRD
regarding KPI disclosures (ESGkei) significantly affects the price-to-book value ratio in 2024 (PBV2024) at a 10%
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significance level. This relationship is also negative in this case. The adopted control variables proved
statistically insignificant. Therefore, Hypothesis 1A, which assumed a positive relationship between the extent of
sustainability KPI disclosure and corporate financial performance, was not supported.

In turn, the level of corporate sustainability reporting in accordance with the CSRD directive regarding narrative
disclosures (ESGnar) affects the return on equity in 2024 (ROEz24) at a 5% significance level. Similar to the
results obtained in other models, this relationship was also negative. The control variables included in the
analysis did not reach statistical significance. Accordingly, Hypothesis 1B, proposing a positive effect of the
extent and quality of narrative sustainability disclosure on corporate financial performance, was not confirmed.

5. Conclusions

The results of this study indicate that the level of sustainability reporting in accordance with the CSRD
requirements was negatively associated with corporate financial performance. Statistically significant
relationships were identified for models using PBV and ROE as dependent variables, showing that companies
with a higher overall level of sustainability disclosure reported lower values of these financial performance
measures in the year of publication of the report, i.e. 2024. Therefore, the findings do not support the assumption
that higher level of sustainability reporting is positively related to corporate financial performance. Similarly,
analysis of individual types of disclosures, i.e., KPIs and narratives, revealed a negative relationship with
financial performance measures.

The negative relationship identified in this study is consistent with previous empirical evidence reporting adverse
effects of sustainability disclosure on financial performance indicators. In particular, the negative association
between sustainability reporting and ROE corresponds with findings reported by Gupta (2026) and Ozata Canli
and Sercemeli (2026) and Yan et al. (2026). However, in contrast to the findings of Titisari et al. (2019) and
Pratama et al. (2026), who reported a positive relationship between sustainability reporting and price-to-book
value, this study identified a negative association between the level of sustainability reporting and PBV. The
negative impact of sustainability reporting on company value is consistent with the findings of Fatemi et al.
(2018).

One possible explanation for the negative relationship observed in this study is that a higher level of
sustainability disclosure may be associated with increased reporting complexity and greater resource
requirements related to the preparation, verification, and management of non-financial information. Additionally,
extensive disclosure may reflect companies’ responses to regulatory and stakeholder expectations rather than
improvements in operational performance directly translated into financial results. It should be noted that this
study examines the extent and quality of sustainability disclosures rather than the actual sustainability
performance of companies. Therefore, a higher level of reporting should be interpreted as a greater scope of
disclosed information and does not necessarily indicate superior sustainability outcomes.

Another possible explanation relates to the regulatory context of the study. The analysis covers sustainability
disclosures prepared for 2023, when the CSRD requirements had been introduced but were not yet fully
applicable to all analyzed companies. Therefore, sustainability reporting practices may have reflected an early
stage of adaptation to new regulatory expectations. In such a context, extensive disclosures may not have been
fully integrated into companies’ strategic processes or recognized by capital market participants as a source of
additional value.

The negative impact of sustainability reporting on company valuation metrics may stem from investors' negative
attitudes toward increasing transparency and allocating resources to the reporting process. This may be due, in
particular, to concerns about the high costs of sustainability reporting (Zang et al., 2026). The observed
relationship may also be due to the disclosure of negative sustainability information in reports, which allows for
a better understanding of the company's operations and its impact on the environment and deters some investors.

This study is not free from limitations. First, the study is limited by its cross-sectional design and the analysis of
sustainability disclosures from a single reporting period. Therefore, the results reflect the relationship between
disclosure levels and financial performance in a specific institutional and economic context and do not capture
changes over time. Future research could extend the analysis by applying a longitudinal approach to examine
whether the relationship between sustainability reporting and financial performance changes as companies gain
experience with CSRD-related disclosure requirements.

Second, the study evaluates the extent and quality of disclosed sustainability information rather than the actual
sustainability performance of companies. Future studies could combine disclosure-based measures with
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operational ESG performance indicators to examine whether substantive sustainability improvements, rather
than disclosure intensity alone, are associated with financial outcomes.

Funding: The research and publication were financed by a subsidy to the AGH University of Krakow and the
"Excellence Initiative - Research University" project at AGH.
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