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By: Eghosa Isabel UMASABOR1 & Killian Ogiedu (PhD)2 

 

Abstract 

There is a slow pace in the adoption of sustainable development goals into organizations’ business strategy 

as a result of the challenges of the interconnections and the fact that some thought pattern view SDGs to 

be value destroying which is premise on the theory of the firm to maximize wealth for shareholders. This 

can affect the achievement of sustainable development. With the changing role of business in this era to 

carry all stakeholders along in order to achieve sustainable development. More attention has been 

demanded from business to protect the people and the planet which is crucial, hence, the need for 

cooperation by all organizations is crucial for achieving the agenda 2030. To this end, we examined the 

role of SDGs in firm value from available literature. This is as a result of the slow adoption of SDGs to 

reveal whether firm value is affected when SDGs are implemented. We revealed that businesses are to 

prioritize, measure, monitor and report SDGs for firm value to enhance from these goals. Furthermore, we 

revealed that the relationship that exists between SDGs and firm value is dependent on the theory 

underpinning the study and as well as the measures used. The study also revealed that reporting SDGs 

gives a firm competitive advantage in the light that the firm are perceived to be transparent in their activities 

in being socially and environmentally responsive. This translates into more market shares which increases 

the firm value. We recommend that government should make disclosure mandatory. Standard setting bodies 

should come up with a framework for reporting SDGs and as well as all sustainability disclosures while 

organizations should report SDGs and view SDGs as value enhancing since it fixes environmental, social 

and economic issues. When this is adopted, firm value is enhanced. 
 

Keywords: Sustainable Development Goals (SDGs), Firm Value, book-value, market-value, environmental social 

governance (ESG) 

Introduction 

Sustainable development goals (SDGs) are global agenda for sustainable development that simultaneously 

fix social, economic and environmental issues and these goals are to be achieved by 2030. SDG is of more 

coverage unlike the millennium development goals whose stakeholders were world leaders only. SDGs 

agenda is to achieve global cooperation by including all stakeholders (public, social, private and 

government) in combating inequality, poverty and leaving no one behind (inclusion). SDGs addresses the 

core roots of social, environmental and economic sustainability by revealing the conditions that supports 
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sustainable development, the causes of the conditions and as well as the consequences of the condition 

(Melo et al., 2015). Therefore, organizations’ contribution is imperative, the government cannot achieve 

these goals alone hence; the continued support of all business sectors is expected to meet the global agenda 

2030. 

 

However, there is a slow pace in the adoption of SDGs into organizations strategy which is crucial for the 

achievement of the agenda 2030. KPMG (2018) documented that unlike corporate social responsibility 

(CSR) that can be a stand-alone report, SDGs must be aligned into business strategy, measured and 

managed. This has resulted in the low rate of reporting SDG, leading to the criticism of the United Nation’s 

framework for achieving the agenda 2030 (Erin & Bamigboye, 2021; Lawrence, 2020). The non-aligning 

of SDGs into most business strategy has heralded literature around the nexus between SDGs and firm value.  

Furthermore, there are arguments about the adoption of SDGs and firm value. The traditional firm has to 

change their thinking by extending their reports not limited to CSR and environmental and social 

governance but to include SDGs as their contribution in achieving agenda 2030. In addition, some 

organizations may report an SDGs they are engendering but fail to communicate and report the key 

performance indicators (Izzo et al., 2020; Ramos et al., 2022) hence, translating to non-integration of SDGs 

into the organization’s business strategy. With the growing social and environmental concern, stakeholders 

are now interested in understanding firms’ approach in managing sustainability issues along with their 

potential for value creation (Laskar, 2019). The active participation of organizations is germane to the 

achievement of the agenda 2030. This will help harmonize the progress made at all levels to enable national 

level, otherwise, if the goals cannot be measured it cannot be accounted for; this has been the major issue 

in SDGs and firm value. In addition, the lack of enforcement is also attributed to what is seen today thus, 

the need to address the issue is imperative. 

 

Therefore, the need for each organization to reveal the alignment of the prioritized SDG, the measurement 

of the SDGs, and the management of the SDG in their reports is envisaged in this study. By this action then 

we can look at whether SDGs destroy firm value or enhances firm value. It is in this light we intend to 

throw light on the following: first, to examine the reasons why SDGs are not integrated into most business 

strategy; second, to ascertain the effect of SDGs integrated into business strategy whether it enhances firm 

value; and finally, to establish measures and factors that determines firm value.  
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Research Problem 

The slow implementation of the SDGs if not addressed will affect the achievement of the agenda 2030. 

Despite the fact that more awareness has been created in sustainability reporting in areas which have to do 

with firm’s activities how it impacts social, economy, environment and governance. ESG is interchanged 

for sustainability disclosure in most studies while corporate social responsibility is viewed as an aspect of 

sustainability reporting likewise the environmental disclosure.  Less attention has been given to SDGs 

reporting in addressing the target in developing nation thus translating into non implementation. It is against 

this backdrop that researchers (Erin & Bamigboye, 2021; Izzo et al., 2020; Lawrence, 2020) have revealed 

the challenges of reporting SDGs. For instance, Izzo et al. (2020) revealed that disclosures take both 

voluntary and mandatory forms in Italy depending on the sector. They reported that since 2016 SDGs are 

being reported however, the reports lacks key performance indicators, this can be caused by the lack of 

standardized framework. To support this view, Lawrence (2020) revealed that the United Nations 

framework lacks the tenets of all should help achieve the reporting of SDGs while Erin and Bamigboye 

(2021) examined SDG reporting from 8 Africa countries; they revealed that apart from South Africa, the 

other countries show little or no interest about SDGs reason not farfetched from the voluntary disclosure 

which is obtainable from most developing economies. All these are challenges of reporting SDGs ranging 

from cost implications, key performance indicators and framework and type of disclosure. Therefore, it is 

on the foregoing that we decided to examine from archive SDGs and its implications on firm value. 

Furthermore, the issue of whether firm value would be affected is germane in this study in the implementing 

of SDGs. To support this view, the work examined various studies in this field to suggest studies that have 

revealed the way forward in implementing SDGs and its consequences on the value of the firm. 

 

Research Objectives 

The study sought to investigate the documented relationships between sustainable development goals 

reporting and firm value. 

 

Theoretical Review 

There are various theories underpinning sustainability reporting of which SDGs are not left out. These 

theories attempt to describe the impact of SDGs on firm value and performance (Soyemi et al., 2021; 

Wagner, 2002). They include resource-based, trade-off, stakeholders, value creating, legitimacy; and value 

destroying (Alshehhi et al. 2018). The value-creation approach views that firm risk is reduced with the 
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adoption of environmental and social responsibility. The implication of this theory to an organization would 

mean that integrating SDGs into the business strategy will help give an hedge over competitors, hence, such 

organization could go all the way to embrace SDGs. On the other hand, the value-destruction theory predicts 

that companies engaged in environmental and social responsibility lose focus on profitability, and instead 

pursue pleasing stakeholders at the expense of shareholders. By implication, holding such theory would 

further disintegrate SDGs in such organization, hence, they would not see the need to integrate SDGs into 

business strategy. We can therefore agree that these theories attempt to explain the relationship between 

sustainability and corporate performance. Those theories are linked to the influence (positive, negative, or 

neutral) and the causality (direction) of the relationship. Like with value-destruction theory, the trade-off 

theory suggests a negative relationship when resources are channeled towards less profitable sustainable 

activities (Endrikat et al., 2014; Ito, 2018). A positive relationship is explained in resource-based view 

(RBV) theory and Stakeholder theory. RBV stipulate that a firm possesses unique capabilities which, if 

strategically exploited, can achieve competitive advantage leading to better financial performance (Yang & 

Liu, 2022). In stakeholder theory, there is the provision of clue to justify the connection between 

sustainability practices and the fulfillment of corporate objectives such as profitability and sustainable 

growth, thus, fulfilling the requirements of stakeholders (environmental or social) contribution to financial 

performance (Yang et al., 2019) that their business strategy and in the long run increase their profitability. 

Legitimacy theory is premised on the ground that organizations have to act in accordance with society’s 

norms and value, hence, business is left with no choice other than to be committed to the agenda. 

 

Furthermore, the traditional economic approaches underestimate the risks from climate change and 

overestimate the costs of the low-carbon transition, as they do not consider the cumulative gains from path-

dependent innovations (Ekins & Zenghelis, 2021). Likewise, the need to be responsible to agenda 2030 is 

imperative. We are of the view that it depends on which side of the pendulum the organization stands 

whether to become responsible or careless about the agenda. For example, to the traditional economist 

SDGs would go vis a vis with the value destroying theory, hence, no need to integrate the SDGs into its 

business strategies while the environmental responsible companies belief is in the theory of value creating, 

viewing SDGs as part and parcel of its business strategy. 
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Sustainable Development Goals 

Sustainable development goal is concerned about advancing universal coverage of sustainable development 

involving all stakeholders through an inclusive approach for all to fight poverty and inequality.  SDG is the 

agenda of the United Nations (UN) to be achieved by 2030 which help safeguard the planet and people.  

Ramos et al. (2022) documented that in the 17 SDGs, there are some economic goals (partnership for the 

goals:G17 and industry, innovation and infrastructures: G9), social goals (peace, justice and strong 

institutions:G16, life on land:G15, sustainable cities and communities:G11, reduced inequalities:G10, 

decent work and economic growth:G8, gender equality:G5, quality education:G4, good health:G3, zero 

hunger:G2, no poverty:G1), and environmental goals (clean water and sanitation:G6, affordable and clean 

energy:G7, responsible production and consumption:G12, climate action:G13, and life below water:G14). 

These goals are to encourage a path of sustainable development in which the environmental burden is kept 

low in line with future economic development and environmentally responsible companies tend to be more 

profitable (Wu et al., 2022). Again, Melo et al. (2015) posited that SDGs makes it possible to simultaneously 

see complex social, economic and environmental realities, as well as risks and opportunities for the 

development of businesses. In addition, the World Business Council for Sustainable Development 

(WBCSD, 2015) posited that SDG is an effective way for companies to communicate their contribution to 

sustainable development. 

 

Therefore, sustainable development goals are goals of sustainable development which seek to support the 

well-being of people and planet in the pursuance of peace, partnership, and eradication of poverty (5p 

model) through sustainable economic activities (Kucukgul et al., 2022). Following the 2012 world summit 

an open working group was established to develop the UN Sustainable Development Goals (SDGs) to 

integrate sustainable development’s economic, social and ecological dimensions (United Nations [UN], 

2015). 

 

In this regard, there are 17 goals with 169 targets and 242 indicators that are interlinked. These inter linkages 

are revealed to have resulted to the low rate of implementation, thereby questioning the SDGs framework 

(Lawrence, 2020). As a result, different nations have their SDGs framework for instance, European Union 

SDI having 132 indicators, the United Kingdom SDI having 242 indicators (Mair et al., 2018). In this 

regard, Mair et al. (2018) documented that the indicators associated with SDG poses some set-backs on its 

implementation. However, the understanding of the role of indicators according to Mair et al. is paramount 
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since they are useful analytical tool that can be used to measure things that are immeasurable for the purpose 

of accountability. Furthermore, Anderson et al. (2021) in their work developed a systems model which 

revealed that some targets can accelerate progress while some can pose as hurdles. Anderson et al. further 

put that the understanding of the system model indicates that SDGs and their corresponding targets act as 

levers towards achieving other goals and targets. 

 

To support this view, several literatures (Bennich et al., 2020; Lusseau & Mancini, 2019; Pham-Trufert et 

al., 2020) opined that addressing the interconnection between the targets is helpful in implementing SDGs. 

To this end, Bennich et al. (2020) documented the guide on achieving the indivisibility of SDGs which was 

absent from the agenda and provided guidance on the assessment and interaction of SGDs. In addition 

Pham-Trufert et al. (2020) use network analysis to assess interactions among the SDGs. However, Anderson 

et al. (2021) documented that the use of system analysis or network analysis does not translate into 

identifying the synergies and the trade-off associated with SDGs. As a result, low rate of implementation 

has been witnessed since the take-off year (2016) of agenda 2030, as a result of the issues identified and 

unaddressed.  

 

To this end, the United Nations Global Compact (2020) documented that there is a slow pace in the 

implementation of SDGs and as a result only 46% of members (193) have implemented SDGs into their 

core business operation while 37% are designing business models that contribute to SDGs. Looking at this 

pace of implementation, there revealed that there are challenges with the SDG thus, the levers and hurdles 

poses challenges to the implementation of SDGs along-side the managerial and financial implications 

(Soyemi et al., 2021). The expectations from business organizations are to prioritize SDGs, carry all 

stakeholders along and build alliance (Zhouetal, 2021).   

 

However, the interconnection between these goals and targets have been revealed to constitute a great 

challenge in aligning SDGs with strategy (Mate et al., 2022) which all stakeholders to be specific, 

government, organizations (social, public and private) have pledged to embraced. To this end, effort put by 

organizations to report SDGs shows that most organizations do not understand that the achievement at the 

local level is to help assist the national level planning and reporting in order to meet the agenda 2030 is 

vital. To this end, Allen et al. (2019) posited the need for organizations to prioritize the SDGs and their 

targets in order to identify any gap that may exist, thus making it evidence based policy.  
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In addition, KPMG (2018) revealed that SDG is not a social investment or philanthropy; rather, they run 

through the very core of the value chain. Therefore, SDGs can serve as a guide for businesses and act as a 

catalyst in the process of transforming their way of doing business (Melo et al., 2015). However, Zhou et 

al. (2021) revealed that SDGs forms a complex system whereby the achievement of one goal can be 

characterized with both negative (trade-off) and positive (synergies) progress, thus requires effective 

management of the interconnections of the goals and their targets. Therefore to understand our first 

examination, reasons why organizations do not integrate SDGs in organizations’ business strategy which 

takes the form of the challenges of SDGs are discussed below. 

 

Challenges of adopting SDGs 

Studies have revealed the setbacks in the adoption of SDGs which are methodological issues, the non-

enforcement of the agenda, lack of framework for coordinated action across policy domains, lack of 

approach to address its interconnections and the financial implication all these are issues of SDGs (Erin & 

Bamigboye, 2022; Miola et al., 2019; Reyers et al., 2017; Zhou et al., 2019). For example the study of Zhou 

et al. (2021) posited that to adopt SDGs the approaches to address the inter linkages between the goals and 

targets must first be understood. These approaches are: first data driven approach; second stakeholders’ 

consultation-based approach; and finally expert opinion-based approach (Zhou et al., 2021). 

 

Zhou et al. puts that data driven approach capture the real situation of the SDG indicators, and the inter 

linkages among the SDGs, using real-life data which can be based on authentic literature review for 

example, the work of Anderson et al. (2021). However, using only data-driven statistical approach may 

overlook the context and the theoretical basis of the causal links among the SDGs and also can be limited 

by the quality and quantity of data available (Zhou et al., 2021). Again, Zhou et al. (2021) documented that 

stakeholders’ consultation-based approach may provide useful insights into the context of the SDG inter 

linkages in a certain geographical area, but can be biased by the selection of the stakeholders. Lastly, expert 

opinion-based approach can provide very detailed and rich sector-specific information (United Nations 

Economic and Social Commission for Asia and Pacific [UNESCAP], 2017). However, there is limitation 

as the SDGs cover a wide range of issues. In all, expert opinion-based approaches are more suitable for 

specific thematic discussions rather than the whole set of the SDGs. Therefore to address the 

interconnections in the SDGs all three approaches are idea for the identification and quantification of inter 

linkages (Zhou et al., 2021). 
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We are of the view that organizations must have an understanding of these approaches since SDG was 

framed based on learning by doing approach. On this note, implementing or integrating SDGs that are 

prioritized into the core operations poses less challenge when levers (synergies) and trade-off (hurdles) are 

identified.  

 

To this end, Sullivan et al. (2018) opined that if corporations can integrate their management strategy into 

their business operations, they can capture business opportunities from SDGs. In the same vein, Kucukgul 

et al. (2022) described the various challenges in Global Reporting Initiative (GRI) and International 

Integrated Reporting Council (IIRC) as framework for sustainability reporting. Kucukgul et al. put that GRI 

and IIRC general purpose is to support the business to disclose its economic, environmental, and social 

impacts with its stakeholders in a transparent, concise, reliable, complete, consistent, future-oriented, and 

comparable manner. Therefore, several literatures have indicated the interconnected methods for corporate 

sustainability, such as a robust alignment framework and an alignment approach, to increase the SDGs 

reporting performance of corporations by aligning the contributions of various SDGs guides of GRI and 

IIRC (Kucukgul et al., 2022). Furthermore, Corporate Reporting Dialogue (2020) found that there are other 

frameworks that can be used in resolving SDGs inter linkage challenges which are: Climate Disclosure 

Standard Board (CDSB), this is envisaged to be useful since climate change affects all SDGs; Global 

Reporting Initiative (GRI); International Integrated Reporting Council (IIRC); International Organization 

for Standardization (ISO) and; Sustainability Accounting Standard Board (SASB), this help to align SDG 

with financial performance. They however, found an overlapping in the framework. The ISO and GRI were 

found to be most suited for these SDGs: 1, 2, 3, 4, 5, 6, 7, 11, 12, 13, 14, and 16. 

 

Furthermore, apart from the issues in the inter linkages in SDGs targets, the work of Erin and Bamigboye 

(2021) evaluate SDG reporting in Africa and revealed that most organizations show little or no concern to 

report their SDG as a result of the cost of implementation, non- regulatory enforcement and the voluntary 

nature of disclosure. Soyemi et al. (2021) examined the effect of environmental responsiveness and firm 

value in Nigeria. The study revealed a positive association. 

 

SDGs and Business 

The emergence of SDG has created the premise for business organizations to provide a more detailed and 

comprehensive report on corporate sustainability having provided a basis for key performance indicators 
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(KPIs) to measure sustainable performance, it is expected to lead to the increase in corporate disclosure 

(Cuckston, 2017). SDG has given corporate organizations a good platform to incorporate sustainability 

issues in their corporate reports. Whereby non-financial information are reported alongside financial 

information to ensure a balanced corporate reporting that serves stakeholders’ needs (Hak et al., 2016). In 

line with this, Bebbington and Unerman (2018) documented that SDG reporting is what is needed by 

corporate organizations in value creation in the value chain presently. Therefore, organizations are to 

identify (prioritise) SDGs targets that are applicable to their business and incorporate them into their 

business plan and model for the achievement of global agenda (Bebbington & Unerman, 2018). 

 

Furthermore, business organizations are to present a stewardship report on the extent to which the firm’s 

activities have been directed toward achieving SDGs. To support this view, Hopper (2019) argued the need 

for organizations to measure, monitor and be accountable to achieving the SDGs. However, the study of 

Lanka et al. (2017) revealed a far cry from what SDG reporting is supposed to be. They argued that the 

current sustainability reporting lacks the basis of measurement, materiality and it is fragmented in nature. 

Looking at the issues above, we posit that business organizations can report SDGs when they take advantage 

of the solutions proffer for SDGs challenges and doing the right things, then the agenda 2030 can be 

achieved.  

 

We have examined the interactions between SDGs targets and indications how it has affected achieving the 

global agenda 2030, hence, business organizations are to prioritize SDGs, adopt system model to manage 

and measure SDGs. Melo et al. (2015) opined that SDGs helps business develop new opportunities for 

sustainability, hence all sectors and sizes of business should channel their effort towards SDGs and as well 

as form alliance (Melo et al., 2015). 

 

By this, areas of levers and hurdles are revealed (Anderson et al., 2021; Weitz et al., 2017). With limited 

budget, organizations need to have the knowledge for implementing SDGs. The model of Anderson et al. 

(2021) revealed that 30 of the 169 SDG targets increase their influence on SDGs while three targets are 

associated with a decrease in influence on SDG. We are of the view that Anderson et al. model, can be 

adopted and as well as the PwC (2017) framework is also helpful which is premised on four basic things: 

first, all members of an organization have a role to play; second, the leaders and management are to pursue 

progress towards SDG; third, there must be established key performance indicators to drive action, measure 
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and report progress and; finally, there should be target to achieve quality reporting for both financial and 

non-financial information. Anderson et al. model can be used in addressing the hurdles and levers of SDGs 

targets. In this process implementation of SDGs will be at a fast rate and much data will be available to 

assess the implementation of SDGs. We posit therefore, that when these aforementioned are applied SDGs 

integrated into business core operations can enhance the firm value, by this our second examination of this 

study is resolved. Having examined SDGs our next line of course is to examine firm value which is 

discussed below. 

 

Firm Value 

Firm value can be determined as follows: using book value, market value, deductive judgment, and as well 

as adjusted net worth (Thavikulwat, 2004).  Firm value is the indicator used by investors to asses an 

organization thus, always revealed in the stock price in the case of public organization while unquoted firm 

value is determined by the book value (Nurhayati et al., 2021). Firm value is very crucial in the survival of 

any business organization hence, the need to sustain firm value is imperative these were the views of 

Friedman (as cited in Ito, 2018).The increase in stock price would mean maximizing shareholders worth, 

where market value (stock market price) will be used to determine the growth of the firm value (Soetjanto 

& Thamrin, 2020).  In the same vein, firm value is the cost of a business that buyers are willing to pay for 

that business when sold, that is to say the accounting net worth, or book value of the business. Again, the 

market value has to do with the outstanding shares of a company however, cannot be used for untraded 

shares. In addition, firm value could be viewed from deductive judgment it uses a process of computing an 

index of company performance by using accounting and market values such as return on asset, return on 

equity, Tobin’s Q (a measure of present, current and future performance and reveals managers capabilities 

to develop a hedge over competitors).  Tobin’s Q is the ratio of market value to replacement cost (Zhong et 

al., 2022). Adjusted net worth measure is concerned about replacement value and appropriate in mergers 

and acquisitions (Nurhayah et al., 2021; Thavikulwat, 2004). This is arrived at by subtracting the sum of 

the adjusted liabilities from the sum of the adjusted assets. 

 

Also, Ito (2018) documented firm value could be either of cash-based value or recognized value (Ito, 2018). 

The cash- based value according to Ito is concerned about the increase in free cash flow whereby the 

involvement in SDGs will reduce cash flow and firm value as well while the recognized value is concerned 
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with improvements in the investor’s preference on the investment as a result of involvement in SDGs which 

increases the firm value (Ito, 2018). 

 

Furthermore, Sudiyatno et al. (2012) posited that firm performance determines the firm value (Tobin’s Q) 

from the perspective of the market price of stocks. To support this view, Hassan and Musa (2021) posited 

that firm value is an economic measure reflecting the market value of a business, since it is the stock price 

that pushes organizational performance. We are of the view that in examining measures of firm value, the 

important factors which influence firm value should also be examined. Therefore, various factors influences 

firm value which are, financial performance, company size, company age, capital structure, and as well as 

company profit (Susanti & Restiana, 2018). 

 

Firm value can be influenced by financial performance of the organization and this has resulted in some 

studies examining the influence of financial performance measure on firm value for instance, Bahraini et 

al. (2021) revealed that profitability has been used to measure firm value as the profit of the company 

increases; this means that the rate of return will also grow to cause investors to invest, contributing to an 

increase in stock prices. Zhong et al. (2022) documented that enterprise value can be measured using 

traditional accounting metrics such as ROA and ROE. This condition makes investors buy shares, and the 

higher the increase in share prices, the higher the shareholder’s income, and causes the firm’s value to 

increase, profitability ratio is key to firm value. Also, Soetjanto and Thamrin (2020) in their work on the 

relationship between capital structure, profitability and firm value (PBV) found positive association. 

Furthermore, the study of Endri et al. (2020) documented that a negative effect existed between current 

ratio and Price Book Value (firm value). While Jihadi et al. (2021) reported a positive effect of current ratio 

on price book value. Furthermore, Susanti and Restiana (2018) stated that the capital structure of an 

organization can be determined using its leverage ratio, which is measured as Debt to Equity Ratio. DER 

indicates the amount of an organizations’ assets that are financed by debt and the amount of an 

organizations’ debt that covers the organizations assets (Soetjanto & Thamrin, 2020), higher values of DER 

indicates high debt thereby posing risk on investors (Bahraini et al., 2021). However, Hermuningsih (2013) 

documented that debt can add to firm value (PBV) if the larger debt can be increase into profit. In line with 

this assertion, are the studies of Bahraini et al. (2018) and Soetjanto and Thamrin (2020) while Endri (2019) 

documented that DER does not affect PBV. In this view, we examine the various measures of firm value. 
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Measures of Firm Value 

There are various measures of firm value which are, book value (Endri, 2019; Soyemi et al., 2021), 

enterprise value (Zhong et al., 2022), operating free cash flow (Ito, 2018) and market value (Aouadi & 

Marsat, 2018; Yadav et al., 2015). First, the book value of a firm is the value of the firm shown in the books 

or financial statement. Soetyanto and Thamrin (2020) in their study of the effect of ROE on firm value 

proxied by Price Book Value (PBV) found a positive effect on PBV of consumer goods companies listed 

on the Indonesia stock exchange spanning from 2013-2017. However, ROE revealed no effect on PBV 

(Putu et al., 2014). Similarly, Endri et al. (2020) used total asset turnover as a measure of firm value. They 

assert that Total Asset Turnover (TATO) ratio can be used to ascertain the level of effectiveness of a 

company in managing its funds. The study of Nurlaela et al. (2019) found that there exist a positive 

relationship between TATO and PBV while a negative relationship was revealed between TATO and PBV. 

In line with this view is the work of Karaca and Savsar (2012). In addition, Soetjanto and Thamrin (2020) 

found that TATO has no impact on PBV. This can be arrived at by subtracting liabilities from assets which 

gives shareholders equity which is the net worth of the firm. Second, enterprise value is the market value 

of all equity, debt and minority interest less cash (Zhong et al., 2022). Also, this enterprise value is not 

frequently used in studies.  

 

Third, operating free cash flow is arrived at by adding back depreciation to earnings before interest and tax 

less working capital, capital expenditure and any other assets (Ito, 2018). Lastly, market value as a measure 

of firm value is often proxied as Tobin’s Q (Nurhayati et al., 2021; Sudiyatno et al., 2012). This is the value 

of the firm as reflected by stock exchange. This is arrived at by multiplying the company’s outstanding 

share by its current market price.   The most currently used measures are market value and book value 

(Susanti & Restiana, 2018). However, Dyllick and Muff (2015) revealed that the use of market price as a 

measure of firm value is unaccepted while according to Gracia-Granero et al. (2018) growth and 

profitability ratios should be used together in examining the nexus between firm value and SDGs. There 

are few studies which have examined the association between SDGs and firm value; we are of the view that 

Tobin’s Q should be used to assess the impact. 

 

SDGs and Firm Value 

There are mixed findings in the nexus between SDGs and firm value ranging from negative effects (Qureshi 

et al., 2020) to having positive effect (Aouadi & Marsat, 2018; Giannopoulos et al., 2022; Hassan & Musa, 
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2021; Zhong et al., 2022) to no effect (Atan et al., 2019) and a mixed finding (Behl et al., 2021; Ito, 2018) 

have revealed the role of SDG in firm value. For example, Aouadi and Marsat (2018) examined the 

relationship between Environment, social, Governance (ESG) controversies and firm value (market value) 

found that ESG is positively associated with market value (firm value). Again, Yadav et al. (2015) examined 

the impact of environmental performance on firm value (market value) for sustainable investment in the 

United States found that the announcement of environmental performance led to a significant positive 

association in firm value with an increase in standardized cumulative abnormal returns. 

 

Similarly, Lopez-Perez et al. (2017) examined the management of sustainable development on firm value 

in small and medium enterprises and found a positive association between SD and firm value. Furthermore, 

Wong et al. (2020) examined the impact of sustainability (ESG) disclosure on firm value (Tobin’s Q) and 

firm performance in airline industry found positive association between ESG and firm value. Again, Hassan 

and Musa (2021) examined the role of sustainability reporting on firm value (market value) found positive 

association between their nexus. Similarly, Abdi et al. (2021) explored the impact of ESG disclosure on 

firm value (market to book ratio) in the airline industry using the age and size of the firm as moderators 

found a positive significant relationship between ESG and firm value while firm size was revealed to 

moderate the association. 

 

To support this view, Zhong et al. (2022) investigated the nexus between ESG score and firm value in 

Chinese manufacturing enterprise using FSQCA method revealed a positive association exists between firm 

value and ESG. In the same vein, Aydogmus et al. (2022) investigated the role of ESG on profitability and 

firm value (Tobin’s Q) revealed a significant positive association. However, the study of Qureshi et al. 

(2020) revealed a negative association between ESG and firm value while the study of Atan et al. (2019) 

revealed that no relationship exists between ESG and firm value (Tobin’s Q). Furthermore, Behl et al. 

(2021) examined the nexus between ESG score and firm value in Indian energy sector found a mixed result 

in the association between ESG and firm value. Also, Ito (2018) revealed a mixed effect investigated the 

impact of SDGs on the firm value using theoretical analysis to distinguished the firm value as cash-based 

value which was derived from the discount cash flow method incorporating the magnitude of cash flow, 

market risk, and life span of the corporation, and recognized value derived by considering the investors’ 

utility to SDGs contribution in addition to cash-based value. They found that firm’s contribution to SDGs 

have positive impact on the firm value if it could increase the investor base, that is, SDGs could improve 
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the recognized firm value. However, if the investors and shareholders care both SDGs contribution and the 

firm value, the cash-based firm value might be compensated; hence, SDGs contributed positively to 

recognized value and not to the cash based value. Furthermore, studies have shown negative correlation 

among goals. 

 

For example, Zhou and Moinuddin (2019) documented that all targets under goal 8 (Decent work and 

economic growth) are conflicting with some target. The work of Sachs (cited by Ito, 2018) using SDGs 

index analyzed the impact of a SDGs activity on firm value shows that there are negative correlations 

between responsible consumption and production (SDG 12) and most SDGs (goal 1 - 11, 14, and 16). As a 

result, they opined that this could deteriorate firm value. Having examined the effect of SDGs on firm value, 

which was our second objective, we posit that the differences in results could be associated with 

measurement issues as well as theoretical issues. 

 

To support this view, the Studies of Ekins and Zenghelis (2021) and Zheng et al. (2022) concluded that 

investment in sustainable development help to build organizations’ image, win more market, win social 

resources and give competitive advantage. We can deduce that organizations when they change their 

behavior and innovation towards integrating identified (prioritized) SDGs into core operations it will in the 

long run create a good external image, hence, increase firm value. However, we are of the view that there 

are sacrifices to be made in the short run (Taylor et al., 2018) which will or may affect monetary value but 

at the long run enhance economic performance. We are of the view that economic value will help to gain 

potential investors into the organization which in returns at the long run bring about financial value. 

Therefore, is a call to challenge the traditional profitability thinking to an all-inclusive SDGs which have 

been revealed to have a success story on firm value since the practice of sustainable strategies this view is 

supported by the stakeholders theory. 

 

Conclusions and Recommendations 

The study examined the role of SDGs in firm value from existing literature. The study examined the reasons 

why SDGs are not integrated into most organisations’ business strategy. The work revealed that apart from 

the framework, inter-linkages issues, there are managerial issues as well. We further looked at the 

relationship that exists between SDGs and firm value, we found that the firm value either as book value or 

market value and as well as the theory underpinning the study will determine the relationship. Finally, we 
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examined our last objective by examining how firm value is measured, we established that firm value should 

be measured in terms of book value, market value, net-worth and deductive judgement. This will help to 

assess the relationship between SDGs and firm value. We therefore, recommend that government of 

developing nations should make SDGs targets disclosures mandatory alongside the sustainability reporting. 

In addition, standard setting bodies should come up with a framework for reporting SDGs while business 

organisations are to prioritise SDGs by using the key performance indicators to measure and monitor 

progress this will assist in accountable sustainability reporting for the achievement of agenda 2030. 
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