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Abstract: The purpose of this paper
examination the sustainability reporting (SR)
and corporate profitability (CP) of the south
Asian large banks. This research employs the
secondary data from 134 banks for the year
2019-2022. The results of this paper display
that there is a positively and significantly
relationship among SR and its dimensions
(community and environment) with CP. The
most important issues of sustainability in banks
and companies do not disclose information
related to the environment and society that will
effect negatively on the institutions reputation.
For the researchers’ best knowledge, this
research creates important support in terms of
SR in south Asian large banks. In addition to
this study propose the sustainability improves
banks and firm’s reputation and interests
customers and investors involved in
sustainable problems.
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1. Introduction

The sustainability concept emphasizes on the three main pillars that
cover societal and environmental aspects, and says that these pillars are
people, planet, and profit, if we want to give an accurate report outside the
framework of formal nomenclature.

In their continuous search of a sustainable future, companies often
overlook the importance of the third pillar: profitability. To comply with
rising pressures from investors, regulators, and consumers, many companies
around the world are making commitments and launching new programs and
initiatives to reduce their environmental impact. These steps pave the way
towards creating real change, thus laying the foundations for a more
sustainable world.

One of the most important problems of sustainability is that banks and
companies do not disclose information related to the environment and
society, and therefore this negatively affects banks or companies because the
public does not know about these institutions due to their weak reputation,
and thus this negatively affects profitability performance. The idea of
corporate sustainability represents public value and is expected to contribute
beneficial outputs for the company through which it creates special value,
corporate sustainability framework companies can identify sustainability
challenges through strategic management and research claims that business
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organizations can shift their sustainability budget through innovative
governance strategies aimed at creating value and solving problems (Lancee,
2017).

But the current scene does not live up to the expected level in light of
the absence of innovation and excellence, with the emergence of huge
numbers of cloned green initiatives that are similar in form and content, with
a few exceptions that include a very limited number of commitments or
initiatives launched by a group of brands. “Meeting compliance standards in
this way helps brands” demonstrate their it is consistent with the issue of
sustainability, but at the same time it fails to bring about the required change.
Without change, sustainability is just a cost.

Achieving sustainability needs huge investments thru training, supply
chains, technology, communication, innovation, and more-all while
producing slight or no profits. But there is a way to variation this equation,
which is to transform sustainability from an essential cost into an activity
that achieves profits on through the use of the community and environment
disclosure information and support. Branding helps companies identify ways
to differentiate through sustainability while ensuring consistency, thus
enhancing profit on investment, rather than concentrating only on
compliance aspects and experiencing costs as is the case with any other
entity. Therein lies the true business value of sustainability.

This research makes much assistance to SR and its dimensions with
CP literatures and it spreads CP literatures by examining the being of SR and
its dimensions. This study measures the CP applying the “return on equity”
(ROE) = “net income/shareholders’ equity” of large banks. Therefore, SR
quality is examined in this study using the “annual reports” of 134 banks for
the period of 2019 to 2022.Therefore, this paper assumes that the important
effect of sustainability reporting on the corporate profitability of the south
Asian large banks.

. Literature review: The social pillar focuses on companies supporting the
“local community through donations and support for the education and
health sectors”. Companies often collaborate with non-profit companies to
do this. Firms deliver this enhance to “local communities” whether or not
there are authorized requests. The environmental pillar studies the influence
of the firm’s activities and “decisions on the environment and biological
communities in the areas of activity of the firm and its suppliers”. For
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instance, the firm “avoids dumping toxic waste on agricultural” lands or
rivers. The company is committed to examining its contractors to see if they
are committed to the same sustainability values. “Firms committed to the
principles of sustainability study and find solutions to reduce the
environmental impact of their operations as much as possible”. All of these
activities help the company improve its path and reputation, which positively
affects the company’s performance and reputation, and this leads to
increasing the company’s profitability.

Sustainability indicators are among the tools for socially responsible
investment it helps in evaluating the sustainability efforts of companies as
an intermediary between sustainability management profit performances,
they are important guiding tools for investors in determining the company's
status.

The balance between profitability and sustainability has become
essential. Although the primary goal of any business is to achieve profit, this
must be done in ways that preserve the environment and achieve sustainable
development (Wahib Al-Halbousi et al., 2023: 9), (Lancee, 2017: 6).
Sustainability is at the core of today's business organizations, and
sustainability disclosure is an innovation awareness that markets can harm
the environment under certain circumstances if they are priced natural
resources were unfairly priced or had no price (Beckmann et al, 2014:20).
Sustainable development is an applied approach or philosophy to establish a
certain value in to the United Nations Committee. The organization is
defined by the “World Environment and Development Council” as
sustainable practices that meet the requirements of the current without
cooperating the quality of life of the generation Next (Salem Abdullah et al.,
2023: 221), and as a consequence of the growing attention in sustainable
development performance.

Social media has become important to relevant parties whose demands
have increased corporate social responsibility (CSR) and rational leadership
concerned with sustainability (Aupperle et al., 1985: 449). On the other hand,
the concept of investment emerged socially responsible SRI (investing
responsible). Which reflects investors' interest in environmental growth
social, economic, health of the organization and conscious selection of the
highest performing investment (Jasim Ahmed Slow, et al., 2023 & Chen &
Su, 2020: 5-6), and it is defined as investing in companies that engage in
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activities sustainable development (Kwan & Lo, 2017: 610). Sustainable
development presents SRI as a socially responsible investment tool, it makes
it possible to evaluate corporate social responsibility efforts as an
intermediary between sustainable management and financial performance;
they are important guiding tools for investors to determine whether a
company is socially responsible and whether or not a company's inclusion in
the index provides a "positive signal." To investors and convey information
that the company is making efforts in governance, social responsibility and
environmental responsibility (Chen & Su, 2020: 32), assuming that the
investor makes their own decisions and takes into account the considerations
economic and social, and divides the news into bad and good according to;
good news contains information that predicts future profits, social
responsibility, or ethical behavior.

The EU directives aim to require large companies to disclose
information in a way that allows them to manage, regulate and report on
environmental and social issues, in addition to their environmental and social
policies. Environmental, social and governance (ESG), human rights and
anti-corruption reporting, to help stakeholders assess companies' non-
financial information and accelerate their capacity improvement. Companies
must develop a responsible approach to environmental, social and
governance activities (Cordazzo, 2020: 12). Therefore, this paper fills this
study gap by seeing such relative and the three main hypothesised mentioned
below:

H1. The SR has a positive relationship with the corporate profitability of
Asian large banks.

H2. The community has a positive relationship with the corporate
profitability of Asian large banks.

H3. The environment of SR has a positive relationship with the corporate
profitability of Asian large banks.

. Research method: To face future challenges, and several challenges in this
banks and market the Asian stock exchange has adopted the concept of
sustainability as one of the axes of strategic work. The stock exchange has
realized the importance of sustainability contributed to preparing the second
report to take into account the standards the Asian stock exchange in
updating the listing and disclosure rules in a manner that takes into account
transparency and is in line with governance standards are one of the most
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important key standards for sustainability. Therefore, there are poor
performance in the Asian large banks.

This study applies the data of south Asian large banks start from 2019
and end to 2022 due to several challenges in this banks and market.
Meanwhile, all large banks are “obligated to disclose their SR activities in
their” “annual reports”. This research employs the secondary data from the
Datastream and annual reports. Profitability performance measured by
(ROE) and the data was composed from “Data-stream” beginning from 2019
to end to the 2022. In order to “determine” the “final sample” of this research.
The “ROE data” on the data-stream ‘“database” essential is made presented
from the year of entry. Ultimately, 134 large banks are certain as the last
sample cover the time of (2019-2022).

The “accounting”-based “measure” is the more important one. Hence,
this research utilised the “ROE” to “measure” a CP. The favourite for this
technique rises since it has liked periods of approval and has changed
important in previous period. One main diverse between ROE. Figure 1 show
the CP index according to the year.
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Figure (1): show the corporate profitability index
Source: Prepared by the researcher based on the results of statistical analysis
ROE= Net income /shareholders' equity.......ccccceverereiennnrnnnn 1
Separately from the “independent variable” mentioned previous,
many “control variables” are utilised in this study for example (the
ownership, leverage, and industry). This is to display that this research
“controls” the potential connection between SR with “dimensions” on the
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CP of large banks. The “control variable” is showed in the bellow. The part
of possible “control variable” used in past study in ("e.g., Chang & Kwon,
2020; Ibrahim & Ismail, 2012") and the studies linking to the CP as displays
in this part. In this present study, nevertheless, sustainability reporting,
corporate profitability, and control variable measurements are utilised, as
clarified in Table 1.

Table (1): Variables Measurements

Variable name Measurement
Dependent Variable
Corporate “Return on equity (ROE) = calculated by dividing
profitability net income by shareholders' equity”.

Independent Variable
SR is measured using a QUALITY with a scale of
0, 1, and 2 where 2 refer to the quantitative
information; “a score of 1 is for general
information disclosure, and 0 for non-disclosure”.
Control Variable

“Sustainability
reporting (community
and environment)”

Management “The percentage of common shares owned by
ownership executive directors”.
Leverage “The percentage of total debts to total assets”.
“l indicates manufacturing company and O
Industry - 8 Pty
otherwise”.

Source: Prepared by the researchers based on the results of statistical analysis
Regression model: One empirical model is employed to observe the link
between SR and CP. This research employs the “ordinary least squares”
(OLS). This research projected results are practical utilizing this utilised to
confirm their “comparability” to that of other research. Testing the impact of
sustainability reports on profitability performance because many variables
affect profitability, the most important were chosen influencing variables
based on previous studies, such as sustainability variables and control
variables (the ownership, leverage, and industry), and these variables are
mentioned in the model below. The “regression” model below clarifies the
relation.

CP, = B0 +

B1 SRt + B2 COM;; +33 ENV;; + 34 MOW;+35 LEVi; +6 IND;; +¢
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. Results and discussion

4-1 Descriptive analysis: Table 2 displays the “descriptive statistics” for all
the “variables” for the sample of 134 large banks, which signify the findings
for the first “objective”. The CP i.e. the first “variable is measured” utilizing
the ROE cover the period from 2019 to 2022. Table 2 shows that the CP
“mean” is 0.148 with a max of 0.754, and min of -0.612, which shows the
Asian CP during the “period” of study.

Table (2): Descriptive statistics

Variable Obs | Mean | Std. Dev. | Min Max
Profitability 134 | 0.148 0.152 -0.612 | 0.754
Community 134 | 0.448 0.300 0.000 | 1.799
Environment 134 | 0.242 0.307 0.000 | 1.299
Sustainability 134 | 0.310 0.232 0.000 | 1.149

Management ownership | 134 | 7.425 10.930 | 0.000 | 0.537

Leverage 134 | 0.167 0.197 0.000 | 0.899

Industry 134 | 0.830 0.368 0.000 | 1.000

Source: Prepared by the researchers based on the results of statistical analysis
The variable includes the SR dimensions, which are calculated by the
QUALITY of SR. The SR dimensions are grouped into two themes i.e.
community and environment. Earlier research employs the “purposive
sampling” technique which is designed at “large-sized” banks while the
current study employs it on large banks. With concerns to the themes of SR
and “its dimensions, in terms of SR, the mean index score for SR” is typically
described to be 0.310. With concerns to the “separate themes” of SR
dimensons, the mean for community and environment, is typically showed
to be, 0.448 and 0.242, respectively. The control variable which includes
management ownership, leverage, and industry. From the “descriptive
statistics”, the mean is 7.425, 0.167, and 0.830.

4-2 Correlation results: The “significance of the association among the
variables in this study are determined utilizing the correlation analysis”. The
“Pearson correlation coefficients” between the control variables, “dependent
variable”, and independent variables are showed in Table 3 with a high
“correlation” among the reporting scores. The next discusses these
investigations in detail”.
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The quality of SR, “whether with or without interaction, are tested
in the same model considering their use measures of SR. For example,
multicollinearity is not an issue in the current study. The association values
of all the variables show that a serious problem of “multicollinearity” does
not exist as their values are less than 0.80 (Hair et al., 2010). There are some
correlations between the “independent variables and the dependent
variable”. As illustrated in Table 3, the sustainability, community, and
environment, are positively and significantly linked with CP. Management
ownership and leverage are negatively correlated to CP. “In terms of
multicollinearity, the correlation matrix proves that no multicollinearity
exists among the variables because” none of the variables correlate above
0.80. The correlation values of all the variables are less than 0.80”.

Table (3): correlation results

Variables Profitability | community environment | sustainability | Management ownership | Leverage Industry
Profitability 1000
Community 0.722%%* | 1000 |
environment 0.300%** | 0.300%** 1000
Sustamabtlity 0.7205%** | (.7475%** | 0,747 1000

Management ownership | -0.0941 | -0.0406 | -0.0929 -0.092 1000
Leverage 0.072 00454 | 0.0359 -0.0928 0093 1000
Industry 01289 00325 Q11 0.0859 03535 0.353** | 1000

Source: Prepared by the researchers based on the results of statistical analysis
4-3 Regression results: Some “regressions” are applied to investigation the
study “hypothesis”, but earlier to that, three main hypotheses major to “OLS
regression” are measured. These comprise of the examination for
“collinearity” among the “independent variables”. “To verify the
“collinearity” issue, the variance inflation factors (VIF) are computed. In all
the cases shown in Table 4, the VIF values are less than 10 signifying the
non-existence of any “multicollinearity” issue. Statistically, the data utilised
for regression analysis is considered to be normally distributed in terms of
the “skewness” and the kurtosis. The “Breusch-Pagan” tests used to test
“heteroscedasticity” in this study show p-values of less than alpha (5%),
indicating a large amount of “heteroscedasticity” in the model using” the
“ordinary least square” (OLS) as exposed in Table 4.
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Table 4 Regression analysis

Profitability T-test Sig VIF
Community 0.19 0.085* 1.32
environment 0.43 0.067* 1.61

Sustainability reporting 0.51 | 0.061* 1.16
Management ownership 0.39 | 0.069* 1.05

Leverage 1.48 | 0.014** 1.28
Industry 1.4 | 0.016** 1.21
Constant 0.91 0.367

n

R2 (%) 78%
Adjusted R2 (%) 51%

p-value 0.40

F-value 0.61

Source: Prepared by the researchers based on the results of statistical analysis
The described findings for the model in Table 4 expose the conclusions
regarding SR A which displays that SR has a positive link with CP. The
findings of SR dimensions display that community has a positive link with
CP. A positive link between environment and CP. All the SR and its
dimensions have a significant relation.

There is a positive link between management ownership, leverage, and
industry on corporate profitability. “As a result, hypothesis H1 which
predicts that SR and its dimensions are positively correlated to CP is
supported the terms of the community and environmental dimensions. Asian
banks regulators could benefit from these findings in their endeavour to carry
out a reform process on SR to improve its quality. Additionally, the findings
can also be used to define efficient SR”. Therefore, the results of this study
prove the hypothesis that the relationship is positive and important between
sustainability reprting and its variables with the profitability performance.

Companies that are committed to the core pillars of sustainability in
their operations and strategies include: corporate social and environmental.
These companies establish internal controls for decision-making processes
to include adding benefits not only to the company's profitability but also to
society.
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The most important results achieved by the researcher are a proposed

sustainability measure for companies registered on the Asian stock exchange
and derived from count, the sustainability measure proposed by actual
corporate sustainability practices helps evaluate sustainability efforts
socially responsible investing for businesses, companies are informed of
required non-financial disclosures. Disclosed in sustainable development
reports. This result is similar to the results of previous studies which
confirmed that the company included in the index gives a positive signal to
investors. It conveys information that the company is making efforts in terms
of governance and social and environmental responsibility, which increases
its profitability (Chen & Su, 2020). On the contrary, the researchers explain
that the inclusion of the company in the sustainability index is proof that the
company is performing well in terms of sustainability and profitability).
. Discussion and conclusion: As a model for a sustainability report from the
stock exchange and obligating registered companies in banks to disclose
sustainability reports in order to standardize data disclosed by companies and
thus the possibility of giving regulatory authorities (as a neutral body)
company no. seeks sustainability to improve or advertise it. Develop policies
and outlines that help decision maker’s commitment to sustainability at the
organization level, forcing companies to compliance and commitment to
sustainability principles. Imposing a law requiring companies to disclose
sustainability reports. Linking the compensation policy granted to managers
to the sustainability performance of banks. To be a catalyst for management
to practice environmentally supportive behavior and amend policy
reparations to be sustainable. Helping small organizations and emerging
banks build a sustainability strategy. Giving higher marks to organizations
that help their subsidiaries or suppliers or distributors in integrating into the
sustainability strategy and implementing principles sustainability. Presence
of institutions in industrial areas to ensure proper practices to get rid of
industrial waste.

This study proposes that the improving the efficiency of operations in
supply chains management can contribute to achieving a balance between
sustainability and profitability. This can be achieved through improving
inventory management, reducing waste, and improving logistics operations.
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Companies must strive for innovation and use technology to achieve higher
efficiency in the use of resources, reduce waste, and improve productivity.
As well as this study propose the sustainability improves a firm’s reputation
and interests’ customers and investors involved in sustainable problems.
Also, competitiveness and innovation as sustainability fosters innovation and
gives firms a “competitive advantage”. By concentrating on sustainable
innovation, firms can advance new services and products that meet customer
requirements and provide effective solutions to social challenges and
environmental.
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