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Abstract. Background Corporate environmental reporting has grown in
importance in the context of corporate social responsibility and sustainability.
Transparent reporting is expected to benefit long-term firm value. Nonetheless,
the relationship between environmental reporting and firm value still requires a
deeper understanding. This study aims to conduct a literature review of
environmental reporting trends and their impact on firm value over the past
decade. The purpose of this review is to identify patterns, challenges and
opportunities that exist in related research. In addition, this study also aims to
recommend future research directions. The method used is a systematic literature
review. The data search process was conducted through several databases using
relevant keywords. A total of 101 articles were selected based on predetermined
inclusion and exclusion criteria. The results show several key trends in
environmental reporting over the past decade, such as increased transparency,
adoption of GRI standards, and regulatory influence. Reporting also positively
impacts firm value through competitive advantage, access to capital, good image,
and stakeholder compliance. Despite this progress, more research is needed on
effective sustainability reporting frameworks and their impact on firms' long-
term financial performance.

Keywords: Sustainability (CSR) Reporting Trends, Firm Value, CSR Reporting
Methodologies, Future Research Directions.

1 Introduction

In the last decade, environmental issues have become one of the main concerns at the
global level, driven by the real impacts of climate change, biodiversity decline, and
widespread pollution [1]. Events, such as increasingly frequent natural disasters and
increasing public awareness of the importance of sustainability, have prompted
companies to rethink the way they operate and interact with the environment. In this
context, corporate disclosure of environmental information has emerged as an
important element in corporate social responsibility (CSR) and risk management
practices [2].These disclosures not only serve as a tool to report environmental
performance, but also as a means to build trust and transparency with stakeholders.
Many studies show that good disclosure of environmental performance can give
companies a competitive advantage, improve their reputation in the eyes of
consumers and investors, and contribute to an increase in firm value. Studies in
various countries also show a positive relationship between environmental
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information disclosure firm value. For example, research in the Gulf Cooperation
Council (GCC) countries found that environmental disclosure is significantly
associated with an increase in firm value as measured by Tobin's Q [3]. Research in
China also shows that the quality of environmental information disclosure has a
positive correlation with firm value, especially in highly polluting industries [4, 5]. In
addition, research in the Brazilian stock market shows that environmental disclosure
can increase the value of publicly traded companies [6].

However, the relationship between environmental disclosure and firm value is not
always consistent. Some studies suggest that factors such as annual report text
characteristics, corporate ownership, and profitability may moderate this relationship
[7, 8]. For example, the length and readability of annual report text may strengthen the
relationship between environmental disclosure and firm value, while text similarity
may weaken it [4]. In addition, non-state companies tend to benefit more from
environmental disclosure than state-owned companies [5].

Research also shows that investment in environmental protection and disclosure of
environmental information can influence each other. Adequate investment in
environmental protection, if accompanied by transparent disclosure, can increase firm
value [7]. However, excessive disclosure without adequate investment may negatively
affect firm value.

In this context, it is important to conduct a systematic review of the existing
literature on environmental disclosure trends and their impact on firm value. This
review aims to identify patterns, challenges, and opportunities that exist in this
research over the past ten years. We will explore the various factors that influence this
relationship, including industry context, applicable regulations, as well as market
reactions to such disclosures. By understanding these dynamics, we hope to provide
deeper insights into how companies can utilize environmental disclosures to enhance
their value.

In addition, this study will identify gaps in existing research, which can form the
basis for a future research agenda. The emergence of new technologies, changes in
government policies, as well as shifts in consumer behavior are some of the factors
that need to be explored further to understand their impact on environmental
disclosure and firm value.

Through this study, it is expected to make a significant contribution to the existing
literature and provide strategic recommendations for practitioners and stakeholders in
the field of sustainability. Thus, this study will not only focus on academic aspects,
but also provide practical guidance for companies in formulating effective and
sustainable disclosure strategies. Therefore, we summarize the research questions as
follows:

RQI1. What are the key trends in environmental reporting identified in the literature
review over the past decade, and how do these trends affect firm value?

RQ2. What methodologies were used in previous studies to evaluate the impact of
environmental reporting on firm value?

RQ3. What future research directions are suggested to deepen the understanding of
the relationship between environmental reporting and firm value?
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2 Literature Review

2.1 Stakeholder Theory

Stakeholders are groups of individuals or entities that are affected by or can influence
the achievement of company goals. According to stakeholder theory, companies must
take into account the interests of all relevant stakeholders, not just shareholders[9].
Stakeholders include various groups such as employees, customers, suppliers,
communities, and shareholders. This theory argues that companies should not only
focus on shareholder profits, but should also consider the interests of all parties
involved in the company's operations [10, 11].

Good environmental performance can affect environmental stakeholders such as
the community around the company's operating location [10]. The community will be
more supportive of the company's operations if the company is environmentally
friendly. This in turn will minimize the risk of conflict and disruption of operations
due to community protests. This risk reduction can increase the value of the company,
for example, companies that have good stakeholder relationship capabilities tend to
create greater value for all parties involved[10, 12, 13].

2.2 Legitimacy Theory

The concept of legitimacy theory explains how companies seek to ensure that their
values and actions are in line with the expectations and norms of the society in which
they operate. This theory assumes that companies must fulfill a social contract with
society to gain legitimacy, which in turn allows them to operate smoothly and gain
support from various stakeholders [14, 15]. Good environmental management is one
way for companies to legitimize themselves. By conducting environmentally friendly
practices, the company sends signals to society that it pays attention to environmental
issues that are considered important. This will strengthen the company's social
legitimacy and this strategy can help companies create value by strengthening positive
perceptions from society [16].

When the company's legitimacy is maintained, the business can run smoothly
because it avoids disruption. This condition will ultimately support sustainable value
creation for the company [17]. Thus, legitimacy theory asserts that good
environmental performance contributes to increasing long-term firm value[18, 19]

2.3 Firm Value

Firm value is an important measure for any company. This term refers to an
assessment of how much economic value a company has today and in the future.
Various ways can be used to measure the amount of firm value of a company.
Environmental reporting is one way for companies to disclose their environmental
performance to stakeholders[20]. Disclosure of good environmental information turns
out to have a positive correlation with the company's firm value [21]. This is due to
the various benefits that companies get from adequate environmental reporting.

By disclosing its environmental performance, the company can strengthen its
business legitimacy. The public will trust the company's commitment to operate in an
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environmentally friendly manner [22]. Good reputation is useful for attracting
consumers and quality employees. This can increase the company's competitiveness
in the long run. In addition, environmental reporting can reduce the risk of losses due
to social protests or regulatory sanctions related to unanticipated operating impacts.
For investors, transparency of environmental performance helps them assess the risk
of company operations and facilitate investment decisions [23].

3 Research Methods

To achieve our research objectives, we used a systematic literature review (SLR),
inspired by [24, 25]. A systematic literature review is a data collection method used in
social research to locate, evaluate, and interpret areas of research related to the
research topic or phenomenon. To fulfill the eligibility criteria, titles, abstracts, and
full-text articles were identified through a self-screened database search. To answer
our research questions, we used the model of existing studies [26, 24] by setting the
research questions and running various identification processes, data and database
search strategies, inclusion and study selection criteria, exclusion criteria, and
inclusion screening.

RQ1. What are the key trends in environmental reporting identified in the literature
review over the past decade, and how do these trends affect firm value?

RQ2. What methodologies were used in previous studies to evaluate the impact of
environmental reporting on firm value?

RQ3. What future research directions are suggested to deepen the understanding
afthe relationshi j irg-and firm value?
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3.1 Database and search strategy

A predetermined set of keywords was used as the search strategy to search the
database. To produce accurate results, the search strategy incorporates important
search principles. During the reading of the title, abstract, or full text, the search
strategy also considers all possible terms, keywords, and phrases related to the topic
[27]. After determining the research question, research objectives, assessing the
quality, and synthesizing the results, a research approach is created [28]. Therefore,
when selecting publications for this study, only important data was considered. The
scope of scientific repositories such as Scopus, EBSCO, IEEE, Sage Journal, ACM
Digital Library, Eduvest, Emerald, MDPI, PubMed, Springer, SSRN, Wiley Library
Online, Taylor & Francies, or Web of Science (WoS), Crossref, and Google Scholar
were used in this study. Therefore, we concentrated on journal articles published
between 2015 and 2024 and applied the SLR methodology inspired by [24, 29] to
avoid distractions due to first-time implementation issues. We received 1,021 articles.
To minimize the scope of the study, keywords will be selected after determining the
search site [30]. Trends in sustainability (CSR) reporting, corporate value, CSR
reporting methodologies, and future research directions. The results of the search
process and selection criteria based on publication year and keywords showed that we
found 101 relevant articles (figure 1).

Include Paper Per Year
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Fig. 2. Distribution of research related to publication year
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3.2 Inclusion Criteria and Study Selection

Studies to be included in this SLR must meet the predetermined inclusion criteria. To
determine the final eligibility of the studies, those that have completed keyword
screening will undergo a full manuscript review process. In addition, the references of
the selected studies will be checked to find other studies that may be relevant. At this
time, we have obtained 430 journals that will be discussed further. The following
selection criteria were used to select relevant papers [27]:

1. Studies that explicitly address environmental reporting trends and their impact on
firm value;

2. Research that conducts methods in data collection and data analysis used in
research related to corporate social responsibility reports;

3. Research that describes or recommends future research directions in the context of
environmental reporting and firm value;

4. Research published in the English between 2015 and 2023; and

5. Research in the form of scientific journal articles, conferences, conference
proceedings, and Scopus.

If the research does not meet the inclusion criteria, it will be excluded from the
review process.
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33 Exclusion Criteria

Exclusion criteria, or exclusion criteria, is one of the important components in SLR
that is used to select studies to be included in a systematic review. Not only should
researchers establish the previously described inclusion criteria, they should also
establish clear exclusion criteria to eliminate irrelevant studies. Once the duplicate
elimination process is complete, the next step in SLR is to establish clear exclusion
criteria. Researchers should eliminate studies that are considered low-quality or
irrelevant to the purpose of the systematic review. They should also eliminate similar
publications. By manually conducting bibliometric analysis, researchers can achieve
this. This includes examining citation patterns, the novelty of the topic, and its
relationship to the research question. Publications that deviate from the main focus or
address topics that do not fit the pre-established inclusion requirements should be
discarded. In addition, publications considered to be of low quality, such as editorial
papers, opinion pieces, and documents that were not formally published, had to be
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eliminated by researchers. Results were collected from 403 journals to 206 scientific
papers.

3.4  Inclusion Screening

From the two subject areas of the search, we obtained 101 articles (n=101) to be
included in the further process inspired by [26]. In the inclusion screening stage, this
research focuses on countries that have major trends in environmental reporting, as
well as how these trends were identified in the literature review over the past decade
and their impact on firm value. This research aims to analyze the patterns of
environmental disclosure across countries, explore the factors that influence such
reporting, and evaluate how transparency in environmental performance disclosure
can contribute to increased firm value. By understanding the different geographical
and regulatory contexts, it is expected to identify best practices that can be adopted by
companies around the world [31].
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Fig. 6. Geochart of the number of articles by country

4 Results and Discussion

RQI1: What are the key trends in environmental reporting identified in the literature
review over the past decade, and how do these trends affect firm value?

Trends in Environmental Reporting Author
Increased Transparency and Accountability [32,33,34]
Use of Global Reporting Initiative (GRI) Guidelines [35,36]

Influence of Environmental Regulations [5,4,37,38,39]
ESG (Environmental, Social, and Governance) [40,41,42,43,44,45,46,47]
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Reporting
Environmental Performance Reporting [48,49,50,51,52,40]
Green Accounting and Sustainability Reporting [53,54,55,56,57]

Table 1. Trends in Environmental Reporting

Environmental sustainability reporting has become an important tool for companies to
improve their transparency and accountability. Various studies have shown that
environmental sustainability reporting practices have a significant positive impact on
company value, especially when supported by an independent board of directors [32].
This trend reflects the increasing attention of companies to social and environmental
responsibility, which is considered a key factor in attracting investor interest as in
table 1.

On the other hand, many large companies, especially in Germany, have adopted
the Global Reporting Initiative (GRI) guidelines in their sustainability reporting.
However, studies have shown that higher levels of compliance with the GRI
guidelines do not always correlate positively with increased company value [35]. This
indicates that although international standards provide a good framework, effective
implementation and the relevance of the reported information remain important
factors influencing investor perceptions.

In developing countries such as China, regulations requiring environmental
disclosure have shown a significant impact on firm value, especially for non-state-
owned enterprises [5, 4]. In addition, Environmental, Social, and Governance (ESG)
reporting has also emerged as a major trend, with studies showing that ESG reporting
and gender diversity on boards of directors can increase firm value, especially in
environmentally sensitive industries [40, 58]

Globally, environmental performance measured through various dimensions such
as material inputs and non-product outputs shows varying impacts on firm value.
Some dimensions have a positive impact, while others are insignificant or even
negative [48]. The implementation of green accounting and sustainability reporting in
various countries also shows that green accounting can increase firm value, while
sustainability reporting sometimes shows negative results because increased reporting
does not always align with increased firm value [53].

Overall, the key trends in environmental reporting over the past decade include
increased transparency, adoption of international standards, and increasing regulatory
influence. Despite significant progress, challenges remain in ensuring that disclosures
actually add value to companies and attract investor attention.

The Effect of Trend Reporting on Company Author
Value

Increase competitive advantage [32,59,60,51]
Helps access capital & reduces the cost of capital [61,45,62,63,64]
Improve the company's good image [65,51,66,67,68]
Improve relationships & trust with stakeholders [69,70,47,71,72,73,74,75]
Provides a positive relationship to the company's [42,76,77,78,79,80,58]
financial performance
Minimize company risk [81,43,82,83,84,55,85,64,86]
Increase company legitimacy [87,88,89,90]
Reduce information asymmetry [91,92,93,39,94,54,95]

Encourage the company's innovation capacity [96,97,98,63]
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Table 2. Influence of Environmental Reporting Trend

The growing trend of environmental reporting in the past decade has had a significant
impact on firm value across multiple dimensions as shown in Table 2. First, one of the
most striking influences is its ability to increase competitive advantage. Companies
that actively disclose information related to their environmental performance not only
demonstrate a commitment to sustainability, but also manage to attract the attention of
consumers and investors who are increasingly concerned about environmental issues.
This creates differentiation in the market, where companies that are transparent about
their sustainability practices are often able to strengthen their position and outperform
less transparent competitors [99, 59].

Furthermore, good environmental reporting also plays an important role in helping
companies access capital more easily. In the context of investment, investors tend to
be more interested in investing in companies that demonstrate a real commitment to
sustainability. This not only increases the amount of investment received, but also
contributes to a reduction in the cost of capital. The lower risk associated with
environmental non-compliance creates trust among stakeholders, which makes the
company more attractive in the eyes of investors [63, 43]

In addition, the increased accountability resulting from transparent environmental
reporting is crucial in building the company's image. This positive image not only
serves to attract consumer attention, but can also increase customer loyalty.
Companies that successfully build a good reputation among the public often enjoy
benefits in the form of increased sales and long-term relationships with consumers. In
the competitive business world, having a strong image can be a decisive factor in
attracting and retaining customers, as well as improving overall financial performance
[65, 51]

In addition, transparent environmental reporting plays an important role in
improving relationships and trust with other stakeholders, including employees, local
communities and suppliers. When companies demonstrate a commitment to
environmentally friendly practices, it can strengthen their relationships with
surrounding communities and reduce the risk of conflicts that may arise due to social
protests. Good communication and engagement with stakeholders can create a more
favorable environment for company operations, which in turn can increase
productivity and innovation [42, 79].

Finally, good disclosure of environmental performance also serves to minimize the
risks faced by companies. By proactively communicating the environmental impacts
of their operations, companies can identify and address potential issues before they
become crises. This is crucial in avoiding social protests or sanctions from regulators,
which can be detrimental to the value of the company. By creating stability through
good risk management, companies not only protect their value, but also create a
sustainable competitive advantage in a market that increasingly prioritizes
sustainability [66, 43]. Overall, the trend of environmental reporting is not just about
meeting regulatory demands, but also becoming an important strategy to increase
corporate value, competitiveness and sustainability in the future [96].

RQ2. What methodologies were used in previous studies to evaluate the impact of
environmental reporting on firm value?
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From 2015 to 2024, various methodologies have been used to study the impact of
Corporate Social Responsibility (CSR) on firm value. Some of the most common
methods include the Analytic Hierarchy Process (AHP) combined with Goal
Programming, which allows researchers to identify and prioritize various CSR
dimensions based on the company's strategic goals [100]. The combination of AHP
and Goal Programming is used to assess the market value of companies by combining
economic and CSR dimensions [101, 102]. This method relies on publicly available
data, such as sustainability reports based on the Global Reporting Initiative. With this
approach, researchers can evaluate company performance in the context of
sustainability, while ensuring that the data used is transparent and accessible to all
stakeholders. This not only increases accountability, but also encourages companies
to be more committed to responsible business practices [103].

In addition, the use of Structural Equation Modeling (SEM) based on Partial Least
Squares (PLS) is becoming an important method in analyzing the complex
relationship between Corporate Social Responsibility (CSR) and firm value, as this
method provides deep insights into the interactions between variables and enables an
understanding of how various factors influence each other in the context of CSR and
firm performance [100]. PLS-SEM is applied to explore the relationship between
corporate governance, profitability, and CSR disclosure on firm value holistically
[104].This research has been conducted in comparative studies in Indonesia, China,
and India, showing that CSR disclosure has a positive impact and serves as a
mediating variable [105, 106]. These findings highlight the importance of
transparency in CSR practices, which not only improves financial performance but
also the company's reputation in the eyes of investors. Thus, companies that actively
disclose CSR activities are likely to gain more trust from investors, which can
increase their market value, while showing that the integration of CSR principles in
business strategy is a strategic move that brings long-term benefits [72, 73].

Panel data methods are also frequently used, allowing the analysis of data from a
wide range of companies over an extended period of time, thus helping to identify
trends and patterns in the relationship between CSR and firm value [107]. and
consumers. Research suggests that CSR disclosure may serve as a mitigating
mechanism to weaken the negative relationship between earnings management and
firm market value, especially in state-owned firms that engage in CSR activities
[108]. In addition, CSR disclosure can also add value to the firm, especially in more
market-oriented private firms [23]. In emerging markets such as India, CSR
disclosures tend to have a negative effect on profitability and firm value, which are
influenced by environmental and social disclosure scores [109]. Thus, companies that
are active in disclosing their CSR activities tend to have a higher market value.

In addition, multiple linear regression analysis is often applied to measure the
direct relationship between CSR and firm value by considering various control factors
[110]. Research shows that CSR has a significant effect on firm value, either directly
or through the mediation of other variables such as financial performance and good
corporate governance [111, 112]. For example, research in Europe found that CSR
can increase firm value if environmental, social, and governance (ESG) scores exceed
a certain threshold [111]. In addition, research in India shows that CSR can moderate
the relationship between green accounting and firm value, providing new insights into
how environmental and social responsibility policies can affect organizational
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efficiency [113]. In China, the effect of CSR on firm value increased over time,
especially after the government adopted a high-quality growth strategy [114]. Other
studies have also found that CSR news reports can increase firm value through word
of mouth effects and advertising expenditures [20]. Thus, CSR not only plays an
important role in enhancing corporate image but also in enhancing corporate value.

RQ3. What future research directions are suggested to deepen the understanding of
the relationship between environmental reporting and company value, and what
factors should be considered in subsequent studies?

The suggested directions for future research to deepen the understanding of the
relationship between environmental reporting and company value include several
important aspects. First, future research is advised to pay more attention to the use of
market-based proxies in investigating the relevance of value from environmental
reporting. Previous studies have shown that corporate environmental disclosure
(CED) has a significant positive relationship with firm value measured using Tobin's
Q (TBQ) in Gulf Cooperation Council (GCC) countries [115]. Therefore, the use of
market-based proxies such as TBQ can provide more accurate insights into how the
market values environmental disclosure.

Furthermore, it is important to explore the role of independent directors in
strengthening the relationship between environmental sustainability practices and
company value. A study in Saudi Arabia found that the presence of independent
directors on corporate boards significantly moderates the relationship between
environmental sustainability reporting and company value [32]. This indicates that
independent directors can enhance accountability and transparency in environmental
reporting, which in turn can strengthen stakeholder trust and increase company value.

The quality of environmental information disclosure in annual reports also needs to
be a focus of future research. Research in China shows that the length and readability
of annual report texts positively moderate the relationship between environmental
information disclosure and company value [4]. Therefore, it is important to explore
how the textual characteristics of annual reports can influence investor perception. In
addition, the influence of company ownership on the relationship between
environmental disclosure and company value must also be considered. A study in
China found that the impact of the quality of environmental information disclosure on
company value is more significant in non-state-owned enterprises compared to state-
owned enterprises, indicating that ownership structure can affect how environmental
disclosures are received by the market.

Studies in Korea show that only a few individual environmental performance
indicators are relevant to value, while most environmental performance constructs
have a significant impact on company value [116].Thus, the use of more
comprehensive environmental performance indicators can provide a more complete
picture of how environmental performance affects company value. Integrating all
these aspects will provide a more holistic understanding of the relationship between
environmental reporting and corporate value.
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5 Conclusion

This systematic literature review has revealed several important findings regarding
trends in corporate environmental reporting and its impact on company value over the
past decade. First, there are key trends emerging in corporate environmental reporting
practices. The trend includes an increase in reporting transparency along with the
growing environmental awareness of the community. In addition, more and more
companies are adopting international reporting standards such as GRI to enhance the
credibility of the reports they prepare. The third factor is the increasing influence of
regulations and government policies on corporate environmental reporting practices.

Second, the research results generally indicate a positive impact of good
environmental reporting on company value. This positive impact includes an
enhanced company image in the eyes of stakeholders, the creation of competitive
advantages within the industry, and easier access for the company to funding from
investors. However, the magnitude of the impact of environmental reporting on
company value still depends on various contextual factors such as industry
characteristics, company size, and regulations in the country where it operates.

Thirdly, there is a methodological gap in research to date, where various analytical
approaches such as regression, market differentiation, and event study methods have
been used, but there is still no comprehensive framework. This indicates the need to
develop a more robust research methodology. Finally, further long-term research is
needed to develop an effective reporting framework and to analyze the long-term
impact of reporting on the financial performance of companies. A joint commitment
from various parties is essential to support sustainable development.
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