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Abstract

Purpose — Although publicly listed firms in Sri Lanka have been increasingly adapting sustainability
reporting into their annual reporting practices, a limited number of firms prepare sustainability reports by
integrating sustainable development goals (SDGs) into reporting mechanisms. This study attempts to develop
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an index to monitor firms' sustainability reporting practices based on Global Reporting Institute (GRI) An index
guidelines integrating SDGs. . .
Design/methodology/approach — This paper develops a sustainability score index using the 17 SDGs lntegr atlng
utilising the results of content analysis of corporate annual reports of a selected sample of 100 firms listed on SDGs
the Colombo Stock Exchange (CSE). Principal component analysis was employed to examine the reliability of

data in the developed index.

Findings — Findings show that the developed scoring index is efficient for evaluating the contents of the

sustainability reports of Sri Lankan firms. Sustainability reporting practises with regard to the SDGs were

observed to have a turbulent period from 2015 to 2019 and the SDGs 12 and 15 were identified to be mostly 191
reported in Sri Lankan corporate sustainability reports.

Research limitations/implications — The results of the study add to knowledge on the monitoring of
sustainability reporting practises with reference to SDGs. The study outcomes are useful for the investors,
stakeholders, and statutory bodies to measure the sustainable performance of business firms and assess the
firm’s commitment towards the global sustainability agenda.

Originality/value — To the best of our knowledge, this is the first study that constructs a sustainability
reporting score index integrating SDGs.

Keywords Sustainability reporting index, Sri Lanka, Public listed firms, Principal component analysis, SDGs
Paper type Research paper

1. Introduction

The term “sustainability” was introduced in the report “Our Common Future” by the
Brundtland Commission in 1987. Sustainable development was then defined as the
development that meets the needs of the present generation without compromising the ability
of the future generation to meet their own needs (Brundtland et al,, 1987). The concepts of
sustainability have evolved over the past few decades with the introduction of new theories
and principles. The establishment of sustainable development goals (SDGs) by the United
Nations member states in 2015 is a major milestone recognised by all governments and non-
governmental institutions around the world as a framework towards achieving
sustainability. At present, business organisations have identified the importance of
incorporating sustainability-related strategies in their long-term economic growth. For
instance, green finance is identified as an emerging discipline amongst the investors related
to the capital markets, and sustainability reporting on corporate sustainability performance
is being recognised as an indispensable aspect in the global setting (Liu and Wu, 2023). Green
finance instruments such as green bonds, social bonds, sustainability bonds and transition
bonds are acknowledged as financial instruments to fund environmental and climate-related
projects and have gained better recognition in the capital market globally (Climatic Bond
Initiative, 2023; Yousaf et al, 2022). Measurement of the green effects over allocation, green
investment impact assessment and disclosure of comparable and reliable environmental
performance information are recognised as major challenges in the areas of green finance and
corporate sustainability reporting (ICMA, 2015; Liu and Wu, 2023). Moreover, the
International Sustainability Standards Board (ISSB) recently issued a global baseline for
sustainability reporting as IFRS S1 and S2 that are focussed greatly on investors in the
capital market (IFRS, 2023). These recent developments and trends disclose the dynamic
nature of the sustainability reporting landscape in the global scenario.

Numerous sustainability reporting frameworks are being introduced to guide
organisations in sustainability reporting practices. In terms of adaptation, the GRI
standard remains the most widely acknowledged framework for corporate sustainability
reporting globally (KPMG, 2020). Nevertheless, the adaptation of these guidelines remains an
issue for corporates. The firms operating in different industry sectors may adopt guidelines
for their corporate reporting cycle based on the top management preferences, necessities,
relevance of the guidelines to business operations and the knowledge of the firm employees
on sustainability concepts and legitimacy requirements (Dissanayake, 2020). The content of
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JABES sustainability reports may vary from region to region based on external and internal
313 environmental characteristics. In this context, it is evident that the incomprehensibility and
’ complexity of the existing sustainability reporting frameworks may deter the adoption of
sustainability reporting practices by firms in different countries and regional settings
(Dissanayake et al., 2021).

A lower middle-income developing country such as Sri Lanka is observed to have a
192 comparatively lower rate of adoption of complex and recently introduced reporting
frameworks (KPMG, 2022). Furthermore, the existing corporate sustainability reporting
practices lack comparability. Ample research has been conducted on the extent of the firms’
engagement in sustainability reporting using the GRI guidelines as the base. The current
study attempts to fill the knowledge gap by developing an index to monitor the sustainability
reporting practices of firms by using 17 SDGs and GRI guidelines, which would exhibit firm
performance towards the global agenda as well as measure progress towards achieving the
global SDGs. A sample of 100 firms listed on the Colombo Stock Exchange as of June 2020
was selected and applied to the developed index. The developed score is used to gain an
understanding of the current sustainability reporting practices in the Sri Lankan context,
generally and in accordance with specific industry categories. The findings reveal that Sri
Lanka has a lower adoption of the 17 SDGs in the corporate reporting cycles. This study is
intended to support the firms in monitoring the sustainability reporting regarding a simpler,

globally recognised framework.

The rest of the paper is organised into five sections. The second section reviews the
existing literature related to sustainability reporting practices and the development of
sustainability reporting indices. The third section illustrates the sample and the
methodologies used to analyse the data by the development of sustainability reporting
scores, and the fourth section includes the results of the study. The fifth section presents the
discussion, and section six summarises the paper’s key conclusions.

2. Literature review

2.1 Corporate sustainability reporting

Corporate Sustainability Reporting (CSR) is an emerging discipline. It could be defined as a
mechanism to create data and measure the firm’s progress and role in achieving global
sustainable objectives (UNEP, 2021). Stakeholders, especially investors associated with a
company, are required to assess the content of the sustainability reports to decide on their
future investments through risk minimisation. However, the monitoring mechanism of CSR is
ineffective without a standardised framework to assess the individual firm’s non-financial
reporting practices, enabling the comparability of the data. It is identified that a global
challenge has been created by the lack of a consistent reporting framework (World Economic
Forum, 2020). Therefore, firms require a standard set of reporting guidelines or frameworks
to promote the comparability of sustainability reports. Even though the 6th target of the 12th
SDG emphasises the significance of corporate sustainability reporting practices in the global
arena, mere SDG definitions may not be adequate for SDG reporting (Pizzi et al, 2020).
Therefore, firms are encouraged to adapt reporting frameworks to promote the adoption of
SDGs into their reporting cycles.

Corporate sustainability reporting is associated with different theories and these theories
explain the sustainability reporting behaviour of firms. Legitimacy theory is a widely
acknowledged concept of explaining sustainability reporting practices of firms (Deegan,
2002; Momin and Parker, 2013; Patten, 1991). The theory advocates that companies are
compelled to adhere to societal norms and ethics to operate legitimately (Aggarwal and
Singh, 2019). Legitimacy is correspondingly defined as a generalised perception that
the firms’ actions are appropriate within a socially constructed system (Suchman, 1995).
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Thus, the corporate managers operating in accordance with the legitimacy theory propagate An index
over ethical dimensions and enhance the public perception related to the firm operations integrating
(Aggarwal and Singh, 2019; Momin and Parker, 2013) Since firm legitimacy is offered by the SDGs
groups exterior to the organisation, firms tend to encourage appropriate and positive

information to be disclosed on their environmental and social performance so that they are

legitimate and acceptable to the community (Da Costa Tavares and Dias, 2018). The theory

can be associated with the Sri Lankan institutional context, as firms may engage in 193
sustainability reporting practices to enhance their perceived legitimacy by disclosing
their sustainability practices, social contributions, ethical business conduct, and
environmental initiatives. Sri Lankan firms are usually encountering growing pressure
from stakeholders such as customers, governmental authorities, and regulatory bodies. Sri
Lanka is well known for its rich biodiversity and conserving its natural resources and
ecosystems is considered an important aspect. Sri Lankan firms use corporate sustainability
reporting practices to demonstrate their efforts in minimising environmental impacts,
supporting the local communities, and complying with regulations to enhance their
legitimacy to stakeholders.

In parallel, the stakeholder theory posits that firms should conduct their operations
adhering to the interests of the stakeholder groups in an equitable manner (Clarkson,
1995). While the stakeholder theory addresses a set of interest groups that influence a
firm’s legitimacy, the legitimacy theory refers more broadly to the society as a whole
(Ching and Gereb, 2017). In the organisational context of Sri Lanka, firms may identify key
stakeholders such as the local communities, governmental bodies, customers, and
employees, and engage in sustainability reporting to address the concerns and
expectations of the stakeholders. The stakeholder theory’s linkage is visible in Sri
Lankan sustainability reporting, emphasising engagement with local communities,
highlighting the customer-centric initiatives, and focussing on sustainability practices to
attract socially responsible investors.

Furthermore, the impression management theory suggests that firms should provide
information in order to manage the perception of the key stakeholders, while the signalling
theory expresses the deliverance of superior information transparency (Dawkins and
Ngunjiri, 2008). Firms may use sustainability reporting as a tool to impress and highlight
positive aspects of their corporate sustainability efforts while downplaying the less
favourable aspects. As a developing country, the emerging small businesses in Sri Lanka face
challenges in addressing the economic, social, and environmental constraints with regard to
sustainability. Hence, the theory applies to organisations using their sustainability reporting
practices to project an image of commitment to sustainability and improvement. According to
the signalling theory, the signals that an organisation sends to its stakeholders could be
signals of intent (future action related), camouflage (to divert attention from potential
negative impacts), or signals of necessity (Lopez-Santamaria et al., 2021). These theoretical
perspectives supporting the corporate sustainability disclosure mechanism explain the cause
of engaging in sustainability reporting, necessitating continuous monitoring of the reporting
practices.

2.2 SDG reporting

SDG reporting has become a coveted research topic in sustainability research in recent years.
The SDGs, formulated by the United Nations in 2015, have presented a significant challenge
to business organisations on how they are prepared to address the sustainability issues with
the existing limitations of their business models and strategies. SDG reporting has been
proven to provide a better platform for firms to incorporate sustainability issues into their
corporate reporting cycle (Erin et al., 2022).
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JABES The firms are found to gain a competitive advantage by synchronising their corporate
313 sustainability reporting practices with the SDGs by explicitly outlining the SDGs in their
’ sustainability reports. Firms’ contributions to the national development agenda can be
expressed more systematically with SDG reporting practices, and firms can uplift their
corporate image by being more environmentally and socially conscious (Erin et al, 2022).
SDGs are also viewed as a framework for strategic corporate sustainability reporting (Elalfy
194 et al., 2021). Firms can differentiate themselves and gain competitive advantage by adapting
sustainability concepts and frameworks such as the SDGs (Rosati and Faria, 2019; Bose and

Khan, 2022).

Larger organisations and publicly listed firms are found to integrate SDGs more likely
than small organisations. This is partly because firms cannot readily identify the
performance indicators specific to SDG activities, and sustainability reporting is not a
mandatory requirement (Elalfy et al, 2021; Erin et al, 2022). Therefore, proper regulatory
enforcement, a strong institutional setting, and a government structure are essential in
systematically promoting the integration of SDGs into reporting.

2.3 Development of non-financial reporting scores and indices

A sustainability index is alleged to stimulate firms’ reporting practices, which could drive
profits and growth (Beekaroo et al, 2019). Nevertheless, the independent assurance of
sustainability reports to enhance the credibility of the firm hardly captures the volume and
quality of sustainable information provided. This phenomenon has led to the necessity of a
scoring system for firms’ sustainability reporting practices (Ching and Gereb, 2017).

Different authors have developed sustainability indices in diverse country and industrial
settings to measure the sustainability performance of firms and non-profit organisations.
Beekaroo et al. (2019) worked on developing a sustainability index to quantify the impacts of
Mauritian manufacturing activities by forming a multi-item measuring tool (Beekaroo et al,
2019). Similarly, corporate sustainability reporting indices have been built using results of
content analysis and referring to other existent global indices for different industries such as
the cruise industry and different national settings (Bonilla-Priego et al, 2014; Garg, 2017;
Firmialy and Nainggolan, 2019).

Boggia et al (2018) undertook an approach in developing an assessment procedure to
measure environmental sustainability with a multi-criteria index named “METER”.
The index was developed specifically to measure the environmental sustainability of
events (Boggia ef al, 2018).

In addition to the sustainability reporting scores constructed, several authors have
evaluated the extent of reporting of SDGs by firms in different contexts, such as
incorporating SDGs in reporting (Pizzi et al.,, 2020; Bose and Khan, 2022). However, the scores
developed have not captured the extent of the goals or indicators the firms have reported on
their sustainability efforts in the SDG-related studies.

2.4 Measuring the corporate sustainability veporting content in Sri Lanka
Research in the Sri Lankan context has primarily measured the sustainability performance of
firms using the content analysis of published sustainability information or semi-structured
interviews with managers (Dissanayake et al, 2021). The work by Wijesinghe (2012) is notable
for developing a disclosure index for corporate social responsibility disclosures. Content
analysis was used in the study to develop the disclosure index, where 57 disclosure items were
identified on the basis of the GRI index. The score is built upon the percentage of the disclosure
items adapted by each disclosure compared to the total number of disclosure items.

The sustainability reporting scores developed in the Sri Lankan context can be classified
as ranging from simple to complex nature. Shamil ef al (2014) have produced the
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sustainability reporting score using a binary variable, whereas Dissanayake ef al. (2016) have An index
developed an index using 10 criteria. Referring to prior literature, to the best of our integrating
knowledge, no study has evaluated the corporate sustainability reporting content using the SDGs
SDGs as a framework that would facilitate business organisations in monitoring their path

towards the 2030 Sustainability Agenda in the Sri Lankan context. Therefore, this study

intends to fill that gap by evaluating the corporate sustainability reporting content and

integrating SDGs as a reporting framework. Furthermore, our study will make key 195
contribution to the limited SDG research in sustainability literature as it develops a reporting
index based on the extent to which the SDGs have been disclosed.

3. Methodology

3.1 Data

The study population consists of 284 publicly listed firms on the Colombo Stock Exchange
(CSE) as of June 2020. This study employed a sample of 100 firms in Sri Lanka listed on the
Colombo Stock Exchange (CSE) for the financial reporting period from 2015 to 2019.
The financial reporting period from 2015 to 2019 was chosen to avoid any external effects or
turbulence on the data caused by the pandemic season. The year 2015 was chosen as the
starting point because the SDGs were introduced in the year 2015, making the period from
2015 to 2019 the most relevant for examining the variability of data. The sustainability
reports of the firms with the highest and lowest market capitalisation were examined in the
study, which included the top 50 firms and the bottom 50 firms according to the market
capitalisation. These firms were selected based on the availability of a sustainability report or
the inclusion of sustainability content in their annual reports, whereas the firms with no
sustainability report were disregarded. Further, the firms were categorised under the Global
Industry Classification Standards (GICS) (MSCI, 2022; Whittingham ef al.,, 2022). The industry
categories defined for each firm by the CSE were classified into 10 industry sectors, as
depicted in Table Al [1], in accordance with the GICS standards to simplify data
classification. Following the methodology of Joseph et al (2014), a simplified disclosure index
was developed using content analysis of the sustainability reports.

3.2 Content analysis

Content analysis is a primary tool for analysing published information (Jose and Lee, 2007)
and is widely used in corporate social responsibility research (Gray et al,, 1995). Initially, a set
of codes was developed based on existing literature (Buhmann et al, 2019; Erin and
Bamigboye, 2021; Lopez, 2020). Quantitative content analysis was performed where the set of
codes, or the coding scheme, was decided before the coding process in accordance with the
SDGs. Table A2 [1] presents the SDGs and the relevant business reporting indicators used as
the coding scheme in the content analysis. The text was then coded while reading the
sustainability reports thoroughly. NVivo qualitative analysis software was used to reduce
the complexity of the data. Coding the data involved encoding it after reading and classifying
crucial moments and placing them into containers named by the identified specific name of
the goal. Since codes assign a symbolic meaning to the information compiled during the study
(Miles et al.,, 2014), the words and phrases denoting important sustainability aspects in the
sustainability reports referring to the SDGs were identified as references according to the
previously defined coding schemes (Table A2[1]).

3.3 Developing a score for sustainability reporting
A score system can be defined as a methodology to provide alleged credibility to the
interested stakeholders or readers concerning the extent of disclosure in sustainability
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JABES reports (Ching and Gereb, 2017). The sustainability reporting score was assigned according

313 to the methodology followed by Boggia ef al (2018) and Firmialy and Nainggolan (2019),

’ allocating scores for the content disclosed. This study assigned a 1-5 score for each firm’s

performance in a particular year, with indicators created in relation to the SDG. The score was

initiated from 1 to avoid the index getting a null sustainability reporting score since all firms

were selected based on the fact that there was a sustainability disclosure mechanism for all

196 five years. Therefore, the minimum score for sustainability reporting by a firm was accounted
for a score of 17 (17*1), while the maximum score probable was accounted for 85 (17*5).

D;; represents the number of references (coded through content analysis of the reports) for

a particular firm 7 in the reporting year £ The goal number is represented by j = {1,2,3

.,17}. D represents the number of references of a particular firm referring to the goal ;.

The score for that firm i for goal j, S;; was determined by dividing the range of the series of

references under the particular goal by 5 and assigning a value from 1-5 as per equation (1)

and equation (2).
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The sustainability reporting score for a firm i in the particular reporting year t was calculated
as in equation [3]. The sustainability reporting score SR;, for the firm i in the year t would be
the summation of the scores obtained for all 17 goals.

17
SRi =Y, ®
j=1

Further, a sustainability reporting score was developed using the Principal Component
Analysis (PCA) methodology (Hotelling, 1933) and compared with the developed index in the
study to ensure the validity of the sustainability reporting index constructed by using the
STATA 16 statistical software. The PCA methodology introduced by Hotelling (1933) was
used to identify the optimum variables while reducing the dimensionality of the data set and
retaining as much variation as possible in the data set. Furthermore, descriptive statistics
examined the scores developed according to different industry sectors.

4. Results

4.1 Sustainability reporting score index

A total of 11,802 references were identified based on content analysis. The sustainability
reporting score was calculated using the references. General descriptive statistics of the
sustainability reporting score obtained are summarised in Figure Al [1] and Table A3 [1].
Figure Al [1] shows the boxplot diagram of the concentration of data of the sustainability
reporting scores developed in the study.

The descriptive statistics obtained for individual SDGs in Table A3[1]show that SDGs 12
and 15 were most commonly reported by firms, while the least reported goals were 16 and 17.
Figure A2[1] gives a graphical illustration of the variation of written content according to the
specific SDGs.
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Pre-estimation tests, such as the Kaiser-Meyer-Olkin (KMO) test for measuring sample An index
adequacy and the Bartlett test of sphericity were conducted. The results are shown in integrating
Table A4[1].It is observed that the variables are acceptable to conduct PCA. The Bartlett test SDGs
for sphericity similarly confirms that the null hypothesis of no inter-correlation amongst
variables could be rejected, and it is appropriate to perform PCA on the data set.

Consequently, the PCA was performed to identify the best linear combination of variables,
which demonstrates the data set variation more precisely. The results of PCA are shown in 197
Table A5[1]. The first principal component, accounting for 21% of the variability in the data
set, was chosen as the linear combination of the variables as it illustrated the highest
variability in the data set. The sustainability reporting score SR,., was obtained by
predicting the values for the first principal component using the STATA 16 statistical
software.

The developed score (SR;;) was compared with the predicted score (SR,c,) through the
PCA to check the validity of the developed model (Firmialy and Nainggolan, 2019). A pairwise
comparability test was performed, and SRy and SR, results were found to be highly
correlated with each other, showing a value of 09899 with statistical significance
(p-value<0.05). This indicates that the results from these two approaches are
comparatively similar, and the developed SR index is effective.

4.2 Sustainability reporting score according to industry sectors

The firms in the sample for the study were categorised into 10 industry sectors following the
GICS, as shown in Table A1[1]. A majority of the firms in the sample belonged to the financial
sector, while fewer belonged to the communication and utility sectors.

Figure A3 [1] represents the boxplot diagram of the developed sustainability reporting
scores according to the industry categories. The highest reporting scores were observed in
firms in the real estate sector and consumer discretionary (non-essential consumer goods)
sector. In contrast, the least sustainability reporting scores were reported from the utilities
and communication services sectors.

Figure A4[1] shows the variability of the average sustainability reporting scores from 2015
to 2019 according to industry categories. It was observed that all industry sectors represented a
downward trend in sustainability reporting practices concerning the SDGs from 2015 until
2017, followed by a considerable increase in 2018 and a slight reduction in 2019.

5. Discussion

The developed sustainability reporting index could be employed as guidelines to report and
measure the firm’s sustainability levels. The present study used the SDGs to establish the
matrices or criteria to evaluate the sustainability content in the reports. The study adds new
knowledge by extending beyond prior research conducted on environmental sustainability
efforts for specific industries and indicators based on GRI guidelines (Beekaroo et al, 2019;
Boggia et al., 2018; Bonilla-Priego et al., 2014; Garg, 2017).

It was observed that the average SRS of 22.5 is about 26 % of the maximum reporting score
that could be achieved. The SDG reporting score developed by Pizzi et al (2020) showed that
the average score equals 33.6% of the total indicators to be covered in the case of Italian
companies. This indicates that the average sustainability reporting practices incorporating
SDGs are at a lower level in Sri Lanka compared to the findings of Pizzi et al. (2020) and Bose
and Khan (2022). The necessity of establishing guidelines in favour of SDGs is exhibited
through the findings. Furthermore, the reduced percentage of reporting SDGs could be
accounted for by the corporate management being selective of the SDGs to disclose based on
the stakeholder theory (Clarkson, 1995; Dissanayake et al., 2021).
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JABES The results of the study revealed that publicly listed Sri Lankan firms tend to report more
31.3 information regarding SDGs 12 and 15, which are on responsible consumption and
’ production and life on land. More firms have referred to mitigating the environmental impact

of their operations, as the current sustainability reporting regulations are more inclined

towards environmental aspects (Ministry of Environment Sri Lanka, 2011). Furthermore, the

results were in line with the work of Fonseka and Carvalho (2019) and Whittingham et al.

198 (2022), where it was found that the highest average score accounted for SDG 12.
The inclination of the firms towards reporting on environmental aspects and resource

efficiency signifies the firms are paying attention to gaining credibility and legitimacy in the
societal context in the case of Sri Lanka, conforming to the legitimacy theory (Suchman, 1995).
Additionally, the mostly reported and least reported SDGs in the results show that firms tend
to report on SDGs, which create a positive image for the stakeholders and society in which
they operate. Firms may tend to report on matters related to responsible consumption and
production, and biodiversity, as stakeholders associated with Sri Lankan firms influence
them to comply with societal and stakeholder expectations in accordance with both
Legitimacy and stakeholder theory perspectives (Aggarwal and Singh, 2019; Ching and
Gereb, 2017). Moreover, firms may provide the information to manage the perception of the
stakeholders and signal better sustainability performance through more focussed
information on their contribution to the sustainability agenda (Dawkins and Ngunjiri, 2008).

It was observed that variations in institutional factors and different stakeholder
engagements give rise to variations in the relationships with the firm’s financial performance
(Karyawati et al., 2020). Moreover, the results are aligned with the results of Salehi et al. (2019),
where it was found that firms in different industry categories vary significantly and the
sustainability reporting practices vary with different industry sectors in the country (Salehi
et al, 2019).

The lowest reporting score belonging to the utility and communication sectors shows that
the stakeholder theory has influenced the reporting practices of those firms. Reporting
practices are being managed to address specific stakeholder needs, and these sector firms
have the least legitimacy issues compared to other industry sectors (Suchman, 1995). As the
highest reporting scores are accounted for by the real estate and consumer discretionary
sector, it is evident that these firms try to increase the demand for their products by creating
an impression and providing information to manage the perception of their customers
(Dawkins and Ngunjiri, 2008).

The results shown in Figure A4 [1] for different industry sectors reveal that the overall
sustainability reporting concerning SDGs decreased over the years from 2015 to 2017 and
increased in 2018 but slightly decreased in 2019. This variation of SDG-incorporated
reporting in Sri Lankan firms is justifiable to the findings of Bose and Khan (2022).
Additionally, in the case of the global scenario on SDG-incorporated reporting, the firms
incorporating SDGs were limited only to European and Latin American firms from 2015 to
2017. Rapid growth in SDG-incorporated reporting was observed after that, including Asian
and North American firms (KPMG, 2017, 2020). This shows that the newly established
concepts in European nations on sustainability, such as the global SDGs, have taken some
time to be adopted by non-European countries such as Sri Lanka.

The positive trend observed in the sustainability reporting practices of Sri Lanka could be
attributed to the country’s regulatory frameworks. The Sustainable Development Council of Sri
Lanka was established after the establishment of the Sustainable Development Act No. 19 of
2017 to coordinate, facilitate, monitor, and evaluate the reporting practices on the
implementation of the global agenda for sustainable development in Sri Lanka (Sustainable
Development Council of Sri Lanka, 2022). This establishment of national regulations triggered
SDG-incorporated reporting practices in Sri Lanka after 2017. Presently, the sustainability
reported content is evaluated based on the National Green Reporting System of Sri Lanka, a set
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of guidelines which were developed in collaboration with the Ministry of Environment in 2011 An index
after the introduction of the National Action Plan of the Haritha (green) Lanka Program in 2009 inte grating
(Ministry of Environment Sri Lanka, 2011). Furthermore, the National Green Reporting System SDGs
(NGRS) is formulated on the basis of the GRI — G3 guidelines, which were launched in 2006
(Global Reporting Initiative, 2022) along with ISO 26000 standards. However, these standards
need to be updated to best represent the guidelines in the global context. Better national
sustainability regulations such as the implementation of the Sustainable Development Council 199
of Sri Lanka in 2017 could be forwarded as the reason for enhanced sustainability reporting
performance (Bose and Khan, 2022).

6. Conclusion

The study developed a sustainability reporting score index using the global SDGs. PCA
was employed in the study to check the reliability of the formulated sustainability score
index by evaluating the 17 SDGs. It was identified that the developed scoring index
efficiently assesses the sustainability reporting content in Sri Lankan firms. A sample of
100 firms listed in the CSE was chosen, and the methodology was implemented to determine
the extent of firms’ sustainability reporting. The methodology developed contributed to the
literature by introducing a novel framework for evaluating the sustainability reporting
content with specific reference to SDGs. This framework will assist both firms and
governmental organisations in assessing the path of Sri Lanka towards a sustainable
future.

Updating the existing Sri Lankan corporate sustainability guidelines based on the
novel standards and formulating a framework to encourage all the firms in Sri Lanka on
sustainability reporting would be beneficial. Editing and revising the evaluation criteria
and indicators to best suit the current reporting practice of Sri Lanka, combined with the
SDGs, would be an added advantage. Reporting on SDG achievement is not only a better
impression and risk management tool for firms but also a tool to gain a competitive
advantage in the global market. The SDGs need to be promoted while conveying their
importance to different industry categories and explaining how they could be used to
exploit benefits through adoption. Therefore, the research findings could encourage
governmental organisations and regulators to set and update national guidelines to
measure the private sector’s progress towards achieving the global agenda. Additionally,
the findings may be valuable to the researchers and corporates in developing, assessing,
and reporting sustainability-related content in conjunction with the corporate reporting
cycle of a firm.

This study has several limitations. Firstly, the study has been conducted to give an overall
understanding of the companies in the Sri Lankan context with respect to global SDGs,
considering the market capitalisation as a basis. Future research could be suggested to
engage specific industry sectors which are sensitive to environmental, social, and
sustainability issues to benchmark themselves amongst companies in the same industry.
Furthermore, future research could be recommended to include how the developed
sustainability reporting score would influence firm performance and other indicators.
While PCA was used to examine the reliability of the formulated scoring methodology, other
models or approaches can be tested for the robustness of the results. Moreover, a future study
can be conducted covering the period of COVID-19 disruptions to explore the sustainability
activities during that turbulent period.

Note
1. Please see it on the Online Appendix.
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