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Objective: The aim of this study is to comprehensively model the
relationship between non-financial sustainability performance disclosure
and firm value, considering the mediating role of corporate transparency.

Method: This research utilizes an innovative network-based dynamic panel
modeling approach applied to a sample of 129 firms listed on the Tehran
Stock Exchange during the period from 2014 to 2023. This advanced method
enables the simultaneous analysis of complex interrelationships, dynamic
temporal effects, cross-sectional dependencies, and the network structure of
interactions among variables.

Results: The results indicate that non-financial sustainability performance
disclosure leads to a significant increase in firm value and improves
corporate transparency. Mediation path analysis suggests that corporate
transparency transmits a substantial portion of the positive effects of non-
financial sustainability performance disclosure on firm value.

Conclusion: The findings confirm a positive and significant
relationship between corporate transparency and firm value. The effect
of non-financial sustainability performance disclosure on firm value
occurs through two channels: a direct path and an indirect path, primarily
realized through enhanced organizational transparency. These results
provide a robust scientific basis for developing strategic corporate
reporting frameworks and offer practical guidance for managers to
optimize value-creation processes.
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Introduction

The sustainability approach is increasingly recognized as one of the most important
paradigms for success in the global business environment. It particularly emphasizes non-
financial sustainability performance, which goes beyond short-term profitability to address the
social, environmental, and governance dimensions of companies. This approach enables firms
to optimize resource utilization and manage the broader impacts of their activities, allowing
them to be accountable to a wide range of stakeholders. Additionally, corporate transparency
plays a crucial role in this context, as companies that provide complete and accurate
information can enhance public trust and positively influence firm value. However, the
mediating role of corporate transparency in the relationship between sustainability reporting
and firm value has received limited attention, highlighting a significant research gap.

Non-financial sustainability performance disclosure involves providing information about
companies' environmental, social, and governance performance, which has gradually shifted
from a voluntary approach to a mandatory one. Corporate transparency acts as a key factor in
reducing information asymmetry and enhancing the credibility of disclosed information. It
serves as a foundation for stakeholder and signaling theories. The relationship between
sustainability performance disclosure and firm value can be explained through the reduction of
non-financial risks and the creation of competitive advantages. Transparency plays a
significant mediating role in this relationship, reinforcing positive market reactions to
sustainability disclosures.

Accordingly, this study aims to develop and test a comprehensive model to gain a deeper
understanding of the mechanisms through which non-financial sustainability performance
disclosure influences firm value, with corporate transparency serving as a mediating variable,
utilizing dynamic panel network modeling. This advanced approach allows for the examination
of complex and reciprocal relationships among variables over time, simulating dynamic and
lagged effects. Specifically, the research seeks to identify and analyze moderating factors that
affect the strength, direction, and speed of these mediating relationships.

This research utilizes a dynamic panel network modeling approach to explore the
complexities within the relationship among sustainability performance disclosure, corporate
transparency, and firm value. Unlike previous studies that focused primarily on dual
relationships, this study analyzes a comprehensive set of three concepts within an integrated
model. Furthermore, instead of treating corporate transparency merely as a moderating
variable, this research examines its mediating and dynamic role in the process of transferring
effects to firm value. By integrating multiple theories, the study offers a new perspective on
understanding the underlying mechanisms of value creation through sustainability disclosure.

Method
Research Design

The present study, titled “Analysis of the Relationship Between Non-Financial
Sustainability Performance Disclosure and Firm Value Considering the Mediating Role of
Corporate Transparency: A Dynamic Panel Network Modeling Approach,” is designed as a
quantitative analytical study employing correlational analysis. The rationale follows a
deductive-inductive logic, utilizing a longitudinal design (post-event) over a ten-year period
(2014-2023).

Sample Size

The sample size was determined through a systematic elimination process based on specific
criteria. It includes companies listed on the stock exchange prior to 2014, with continuous
trading activity from the beginning of 2014, excluding banks, financial institutions, and firms
with significant reporting restructuring.
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Materials Used
e Instruments: Advanced statistical methods, including dynamic panel regression
approaches (GMM) and network analysis, were employed to simultaneously examine the
temporal dependencies and network structures among variables.
e QOutcome Measures: The key dependent variable is firm value, measured using Tobin’s
Q model. Independent variables include ESG performance regarding non-financial
sustainability, while corporate transparency serves as the mediating variable.

Data-Gathering Procedures

e The study utilizes secondary data from financial statements and explanatory notes

accessible through public company records.

o Data collection spans from 2014 to 2023 and was sourced from the stock exchange and

related databases.

Research Design Protection and Ethics: Ethical considerations were integrated into the
study, ensuring adherence to institutional review board standards and protecting the
confidentiality of company data. Informed consent was not applicable since the study involved
secondary data.

Flow of Participants Through the Study: The study did not involve human or animal
subjects, as it relied solely on secondary data analysis.

Sampling Procedures
o Method: Systematic criteria-based elimination was implemented for selecting companies,
generating a sample consisting of firms that met specific operational criteria.
o Participation Rate: There was no specific participation rate since the study analyzed
existing public data without self-selection by firms.
Setting and Locations: Data were collected from companies listed on the Iranian stock
exchange over the defined period.
Agreements and Payments: No financial agreements or payments were made to participants,
as the study was based solely on publicly available secondary data.

Sample Size, Power, and Precision
o Intended Sample Size: The targeted sample initially aimed to include a significant
number of listed companies.
o Achieved Sample Size: The final sample was adjusted based on the predefined criteria,
achieving robust and representative data.
o Power Analysis: Methods for determining sample size and the precision of parameter
estimates relied on existing literature benchmarks pertaining to dynamic panel studies.

Mixed Methods Research

o Mixed methods were deemed appropriate for providing a comprehensive perspective by
integrating quantifiable data from financial reports with qualitative assessments of
corporate transparency.

o Type of Design: This study employed a convergent mixed-methods design, combining
quantitative analysis (dynamic panel data) with qualitative insights from content analysis
of sustainability disclosures.

o Rationale for Mixed Methods: This methodology enhances understanding of the
complex dynamics between non-financial disclosures and value creation, allowing for
deeper insights not achievable through singular quantitative or qualitative approaches.

Overall, this study’s design ensures methodological rigor capable of addressing the hypotheses

concerning the relationships among sustainability performance disclosure, corporate transparency,
and firm value, while providing insights into the underlying mechanisms of value creation.
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Results

This study examined the impact of ESG disclosure and corporate transparency on firm value.
The results showed that ESG disclosure has a positive and significant effect on firm value, and for
every unit increase in ESG disclosure, an average of 0.287 units is added to firm value. Corporate
transparency was also identified as a mediator in this relationship because ESG disclosure improves
transparency, and transparency, in turn, has a positive effect on firm value. Approximately 46% of
the effect of ESG disclosure on firm value is transmitted through improved corporate transparency.

In addition to direct effects, network effects were also considered in these relationships, such
that ESG disclosure and corporate transparency among neighboring firms within the network can
also affect firm value. The results of the network analysis showed that corporate transparency has
greater centrality and influence within the network structure compared to ESG disclosure,
indicating the key and pivotal role of transparency in the relationships among the research variables.

Opverall, the findings emphasize that attention to corporate transparency as a key mechanism in
the interaction between ESG disclosure and firm value is of great importance and can assist
managers and policymakers in designing advanced strategies.

Conclusions

This study examined the mediating role of corporate transparency in the relationship between
non-financial sustainability (ESG) disclosure and firm value. The results of the analyses conducted
using dynamic panel network modeling indicated that non-financial sustainability disclosure has a
positive and significant effect on firm value and that this effect has intensified over time. In
addition, companies that are more active in disclosing ESG information are able to strengthen their
internal transparency and improve reporting quality, which helps reduce information asymmetry.

Furthermore, corporate transparency acts as a partial mediator in this process and facilitates the
positive effects of ESG disclosure on firm value. The findings of this study have significant
practical implications for managers, investors, and regulators. Managers should emphasize
investment in sustainability reporting systems that also strengthen organizational transparency.
Investors should likewise consider the overall level of corporate transparency in their evaluations.

Despite the methodological innovations of this study, data limitations and the selected time
period may affect the generalizability of the results. Therefore, future research is encouraged to
continue investigating this issue using more comprehensive data and by examining additional
moderating factors.
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