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 Abstract 
Corporate Social and Environmental Reporting (CSER) has become 
essential to corporate governance, accountability, and transparency. 
This study explores the motivations behind voluntary social and 
environmental disclosures, emphasising legitimacy theory and 
stakeholder theory within an Islamic framework. Drawing on Ibn 
Khaldūn’s concept of  Al-‘Aṣabiyyah  (social cohesion), the research 
examines its role in economic development and its implications for 
Pakistan’s socioeconomic stability. Recent advancements in Social 
and Environmental Accounting Research (SEAR), including 
stakeholder engagement, regulatory compliance, and strategic 
positioning, are also contextualised. Findings suggest that economic 
benefits, social legitimacy, ethical responsibility, and regulatory 
expectations drive corporate transparency. Furthermore, the study 
highlights the growing importance of standardized sustainability 
reporting frameworks, such as the Task Force on Climate-Related 
Financial Disclosures (TCFD) and the Global Reporting Initiative 
(GRI), alongside emerging digital innovations. By integrating 
Islamic principles with contemporary sustainability practices, this 
research underscores the ethical and economic significance of 
corporate transparency in fostering long-term growth and stability.  
Keywords 
Corporate Social and Environmental Reporting (CSER), Legitimacy 
Theory, Stakeholder Theory, Social and Environmental Accounting 
(SEA), Ibn Khaldun, Al-Asabiyya, Islamic Ethics, Economic 
Development, Pakistan, Corporate Transparency, Sustainability 
Reporting.  
 

 
 

Volume 02, Issue 03, 
October-December 2024 

PP: 136-150 
Open Access on: 

www.alimanjournal.com 
 

Article History 

Received 
01-12-2024 

 
Accepted 

26-12-2024 
 

Published  
30-12-2024 

Abstract & Indexing 

https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
mailto:ahmed.awan757@gmail.com
mailto:ahmed.awan757@gmail.com
http://www.alimanjournal.com/
http://www.alimanjournal.com/


Corporate Transparency and Social Responsibility: An Islamic Approach to Sustainability and Economic Growth 

 137 

Introduction 
 Corporate transparency and social responsibility have become fundamental aspects of 
modern corporate governance, ensuring ethical business practices and sustainable economic 
development. In an era of growing environmental and social concerns, Corporate Social and 
Environmental Reporting (CSER) has emerged as a crucial tool for organizations to disclose 
their impact, align with regulatory frameworks, and enhance stakeholder trust. Voluntary 
disclosure of sustainability-related information is often influenced by various theoretical 
perspectives, particularly legitimacy theory and stakeholder theory, which highlight the need 
for businesses to maintain social acceptance and fulfill ethical obligations. 
 From an Islamic perspective, accountability and transparency are deeply embedded in 
ethical business conduct. Ibn Khaldun’s concept of Al-Asabiyya (social cohesion) provides 
valuable insights into the interconnectedness of economic growth and social responsibility. 
Strong societal bonds promote stability, ethical governance, and long-term development, 
reinforcing the importance of corporate entities actively contributing to social welfare. In the 
context of Pakistan, where economic and environmental challenges persist, adopting CSER 
practices through an Islamic ethical lens can enhance corporate legitimacy, foster investor 
confidence, and drive sustainable progress. 
 Recent advancements in Social and Environmental Accounting Research (SEAR) 
highlight the increasing role of digital innovations and standardized reporting frameworks, 
such as the Task Force on Climate-Related Financial Disclosures (TCFD) and the Global 
Reporting Initiative (GRI). These frameworks help ensure consistency, comparability, and 
accountability in sustainability reporting, making corporate disclosures more impactful and 
transparent. As businesses navigate evolving regulatory landscapes and stakeholder 
expectations, integrating Islamic ethical principles with global sustainability standards presents 
a unique opportunity to enhance corporate responsibility while driving economic stability and 
growth. 
 CSER, or corporate social and environmental reporting, has become increasingly 
popular as a vital component of corporate responsibility and transparency. An overview of the 
theoretical stances that explain why managers make social and environmental performance data 
publicly available is given in this article. It also places current research trends in social and 
environmental accounting research (SEAR) in perspective, with a special emphasis on 
legitimacy theory as the main force behind corporate disclosure policies.  
 Social and environmental accounting (SEA) has drawn a lot of attention in the modern 
business world, especially when it comes to voluntary reporting procedures. Most of these 
disclosures are still optional, even though sustainability and triple-bottom-line reporting are 
becoming more and more common. What drives managers to participate in voluntary social 
and environmental reporting is a basic topic this presents.  
Using current research and theoretical viewpoints, this essay examines the different 
management incentives that underlie voluntary reporting. One well-known systems-oriented 
approach that sheds light on the dynamic interaction between organizations and the society in 
which they function is legitimacy theory. Legitimacy theory, like stakeholder theory and 
political economy theory, assumes that society expectations impact and are impacted by 
organizations. It highlights the idea that in order to guarantee their continuous existence and 
access to vital resources, organizations must preserve their legitimacy (Deegan, 2019). An 
updated summary of legitimacy theory is given in this page, which also examines its main 
ideas, connections to other theories, and current uses.  
 Over the course of several decades, SEAR has changed in response to shifts in business 
and scholarly interest. Since the 1990s, social and environmental responsibility have gained 
more attention, although early research mostly concentrated on financial reporting (Deegan, 
2022). This transition has been caused by a number of causes, including as public expectations, 
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regulatory developments, and stakeholder pressures (Guthrie & Parker, 2021).  
Discourse in this area has been greatly impacted by scholarly publications including 
Accounting, Auditing & Accountability Journal, Accounting Forum, and Critical Perspectives 
on Accounting (Contrafatto, 2019). The growing importance of social and environmental 
reporting is further highlighted by the emergence of sustainability frameworks like the Task 
Force on Climate-Related Financial Disclosures (TCFD) and the Global Reporting Initiative 
(GRI) (KPMG, 2022). 
 A number of factors, such as stakeholder involvement, regulatory compliance, and 
strategic positioning, influence corporate social and environmental reporting. Two main 
theoretical stances are highlighted in the literature:  According to legitimacy theory, in order to 
comply with social norms and uphold their social contract, companies should reveal social and 
environmental facts (Contrafatto, 2019). Disclosure is a strategy used by businesses to regain 
credibility in the face of crises or risks to their reputation (Cho et al., 2021). For instance, after 
environmental issues, companies in environmentally sensitive sectors like manufacturing and 
energy frequently increase their disclosures (Liesen et al., 2022). According to this idea, 
companies reveal social and environmental data to meet the informational requirements of 
different stakeholders, such as regulators, investors, and consumers (Freeman et al., 2020). This 
viewpoint highlights proactive interaction with stakeholders rather than reactive legitimacy 
restoration (Michelon et al., 2022). 
 A country's success and stability are largely determined by its level of economic 
development. A number of fundamental problems, including as political instability, corruption, 
poor infrastructure, and social division, have made it difficult for Pakistan to achieve sustained 
economic progress. Sociological theories emphasizing social cohesiveness, collective 
solidarity, and leadership are crucial to comprehending how economic growth may be 
successfully pursued in Pakistan. The notion of "Al-Asabiyya" by Ibn Khaldun, which denotes 
social cohesiveness or collective unity, is one such idea. Ibn Khaldun believed that cohesive 
communities flourished because of strong leadership and mutual collaboration, and that 
civilizations rose and fell according to the strength of their social relationships.  
Applying the Al-Asabiyya idea in Pakistan might offer a framework for examining the ways 
in which institutional strength, social cohesion, and collective identity support economic 
advancement. Economic inequality, geographical inequities, and factionalism are problems in 
many growing countries that threaten national unity. Pakistan may get over internal conflicts 
and better mobilize resources for economic growth by promoting unity and a feeling of shared 
responsibility. 
 This study is significant because it takes an interdisciplinary approach, combining 
economics and sociology to shed light on Pakistan's growth path. Even though traditional 
economic models place a strong emphasis on trade, financial policy, and industrialization, they 
frequently ignore how social cohesiveness and group efforts influence economic development. 
Strong social ties and a common goal may propel national growth, according to Ibn Khaldun's 
Al-Asabiyya idea, which presents a distinctive viewpoint.  
 Given Pakistan's contemporary problems—ethnic differences, political instability, 
economic disparity, and a lack of institutional trust—it is especially important to comprehend 
how Al-Asabiyya applies to the country's economic growth. Pakistan may foster a climate that 
supports sustained economic stability by enhancing social cohesion and leadership. 
Policymakers can benefit from this research. This study is valuable for policymakers, 
economists, and sociologists seeking alternative strategies for economic transformation.  
 Given the growing emphasis on corporate transparency and ethical responsibility, the 
integration of Islamic principles, particularly Ibn Khaldun’s concept of Al-Asabiyya, provides 
a valuable framework for understanding the role of social cohesion in economic sustainability. 
As businesses in Pakistan and beyond strive to balance profitability with social and 
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environmental accountability, adopting standardized sustainability reporting frameworks 
alongside Islamic ethical values can enhance legitimacy, stakeholder trust, and long-term 
growth. This study aims to explore the key drivers of voluntary CSER disclosures, the impact 
of digital innovations in sustainability reporting, and the broader implications of Islamic 
thought on corporate responsibility. By bridging contemporary reporting practices with Islamic 
perspectives, this research contributes to the ongoing discourse on ethical governance and 
sustainable economic development. 
Literature Review  
 Corporate Social and Environmental Reporting (CSER) has gained significant attention 
in corporate governance and sustainability research. Legitimacy theory and stakeholder theory 
serve as foundational frameworks explaining why organizations voluntarily disclose social and 
environmental information. Legitimacy theory suggests that businesses seek societal approval 
by aligning their practices with prevailing norms and expectations, while stakeholder theory 
emphasizes the importance of addressing the concerns of various stakeholders, including 
investors, regulators, and the public. Prior research highlights that firms engage in CSER to 
enhance corporate reputation, mitigate risks, and ensure long-term sustainability (Deegan, 
2002; Gray et al., 1995). 
 In recent years, Social and Environmental Accounting Research (SEAR) has expanded 
to include regulatory compliance, stakeholder engagement, and strategic positioning. Studies 
suggest that standardized frameworks such as the Global Reporting Initiative (GRI) and the 
Task Force on Climate-Related Financial Disclosures (TCFD) improve transparency and 
comparability in sustainability reporting (Kolk, 2008; Hahn & Kühnen, 2013). Additionally, 
digital advancements, including blockchain and artificial intelligence, are transforming 
corporate reporting by enhancing data accuracy, reducing greenwashing risks, and increasing 
accessibility (Adams & Abhayawansa, 2021). 
 Islamic perspectives on corporate accountability further enrich the discourse on CSER. 
Islamic teachings emphasize ethical business conduct, transparency, and social justice, aligning 
closely with modern sustainability principles. Ibn Khaldun’s concept of Al-Asabiyya (social 
cohesion) underscores the role of collective responsibility in economic development. Scholars 
argue that businesses operating within Islamic frameworks are more likely to prioritize ethical 
governance, social welfare, and environmental stewardship (Dusuki & Abdullah, 2007). In the 
context of Pakistan, integrating Islamic ethics with global reporting standards can enhance 
corporate legitimacy and contribute to sustainable economic progress. 
 Over the past several decades, the area of Social and Environmental Accounting 
Research (SEAR) has expanded dramatically, with a growing focus on the function of corporate 
social and environmental reporting (CSER) in guaranteeing accountability and transparency 
(Deegan, 2022). Accounting research was initially mostly concerned with financial reporting, 
but by the 1990s, both academics and businesses were interested in incorporating social and 
environmental factors into corporate disclosures (Guthrie & Parker, 2021). More and more 
academics are trying to figure out why businesses choose to reveal social and environmental 
performance data, especially when there are no legal requirements for doing so.  
 Stakeholder theory and legitimacy theory are two theoretical frameworks that have 
emerged from the development of SEAR and provide insights into the reasons for CSER 
practices (Freeman et al., 2020).  Reasons for Environmental and Social Disclosure by 
Companies Stakeholder involvement, legal compliance, and strategic positioning are some of 
the characteristics that may be used to classify the reasons for corporate social and 
environmental disclosure (Michelon et al., 2022). The motivations for voluntary reporting have 
been thoroughly examined in the literature, with stakeholder and legitimacy theories 
dominating the field. 
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 Theory of Legitimacy According to legitimacy theory, companies reveal social and 
environmental data in order to uphold their legitimacy in society and satisfy important 
stakeholders. According to Suchman (1995), companies use disclosure procedures to uphold a 
"social contract" with society and make sure that their operations are consistent with more 
general social norms. According to recent research, companies that face reputational risks—
such those in ecologically delicate sectors like manufacturing or energy—use disclosures to 
regain credibility following environmental scandals or crises (Cho et al., 2021; Liesen et al., 
2022). According to research by Dowling and Pfeffer (2017), companies frequently use 
strategic disclosure strategies to improve or restore their reputation.  
 Legitimacy theory has changed in the modern day as the importance of digitization and 
disclosures connected to climate change is more acknowledged. Aligning business conduct 
with environmental sustainability standards has become more important, as seen by the 
emergence of frameworks such as the Task Force on Climate-related Financial Disclosures 
(TCFD) (Carungu et al., 2022; La Torre et al., 2023). Businesses are adopting reporting to show 
their dedication to environmental sustainability and avoid the possible harm to their brand that 
non-compliance might cause.  
 Theory of Stakeholders According to Freeman's (1984) stakeholder theory, companies 
should reveal information to meet the informational requirements of different stakeholders, 
such as investors, consumers, and government agencies. Stakeholder theory stresses proactive 
involvement with stakeholders to promote trust and collaboration, in contrast to legitimacy 
theory, which concentrates on outside forces and public views (Michelon et al., 2022). Interest 
in stakeholder-driven disclosures has increased as a result of the rising significance of 
Environmental, Social, and Governance (ESG) standards, as businesses aim to satisfy internal 
and external stakeholders (Freeman et al., 2020).  
 As stakeholders including customers, workers, and communities increasingly want 
businesses to be transparent about their social and environmental consequences, recent studies 
highlight the necessity for firms to interact with stakeholders outside of shareholders (Hahn & 
Kühnen, 2016).  
 With voluntary reporting frameworks like the Global Reporting Initiative (GRI), which 
pushes companies to clearly and transparently disclose their social and environmental 
consequences to stakeholders, the shift towards stakeholder theory has been especially 
pertinent.  
 New Developments in SEAR Recent studies have shown a number of new 
developments in environmental and social accounting that demonstrate the rising significance 
of sustainability in the business sector. These developments include comparative studies across 
various regulatory contexts, the influence of digitalization on sustainability reporting, and the 
emergence of climate-related financial disclosures (CRFDs) (Bellucci et al., 2021; La Torre et 
al., 2023).  
 Financial Disclosures Associated with Climate Change As environmental sustainability 
and climate change get more attention, some legislative frameworks have been adopted to 
enhance climate-related 
 Businesses have been urged to reveal their carbon emissions and other climate-related 
risks by the TCFD and the International Financial Reporting Standards (IFRS) (Carungu et al., 
2022). In order to guarantee uniformity and comparability across businesses and countries, 
recent research emphasizes the rising significance of standardized climate-related disclosures 
(Bellucci et al., 2021). Blockchain and Digitalization in SEAR Digital technologies, especially 
blockchain and artificial intelligence (AI), are changing how businesses handle and report 
sustainability data. According to Bellucci et al. (2021), blockchain technology has the potential 
to improve sustainability reporting's traceability and transparency by facilitating real-time data 
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gathering and verification. Digitalizing sustainability reporting has the potential to improve 
disclosures' dependability and accuracy while giving stakeholders more useful information. 
Comparative Research in Various Regulatory Settings With the growing implementation of 
obligatory sustainability reporting requirements in countries such as the European Union's 
business Sustainability Reporting Directive (CSRD), research comparing business disclosure 
methods across regulatory settings has gained attention. Comparative studies provide insights 
into how businesses modify their reporting procedures to fit various regulatory frameworks, 
and La Torre et al. (2023) contend that voluntary reporting in emerging economies offers 
special opportunities and problems.   
Reasons for Voluntary Reporting by Managers The literature lists a number of managerial 
reasons for voluntary CSER, including ethical duty and compliance. One of the main drivers is 
regulatory anticipation, when businesses reveal sustainability data in preparation for more 
stringent regulations. According to Michelon et al. (2015), companies proactively reveal 
sustainability information in order to impact upcoming laws, possibly averting 
The need for competitive advantage and economic logic serves as another driving force. 
Businesses may improve their market position, draw in ethical investors, and gain the trust of 
their consumers by actively participating in sustainability reporting (Zhou et al., 2019). Similar 
to this, managers who see transparency as a duty to stakeholders other than shareholders may 
be motivated to engage in voluntary reporting by a dedication to ethical responsibility (Hahn 
& Kühnen, 2016).  
Trends and Opportunities in Social and Environmental Accounting Research 
• Climate-Related Financial Disclosures (CRFDs): The standardization of climate-related 
disclosures has gained more attention as a result of regulatory authorities like the International 
Financial Reporting Standards (IFRS) placing a strong emphasis on sustainability reporting 
(Carungu et al., 2022).  
• Digitalization's Effect on CSER: Businesses' approaches to managing and disclosing 
sustainability data are changing as a result of the development of blockchain technology and 
artificial intelligence (Bellucci et al., 2021). 
• Research Comparing Regulatory Environments: There is a growing body of research 
comparing disclosure practices across countries, including voluntary frameworks in emerging 
economies and the Corporate Sustainability Reporting Directive (CSRD) of the European 
Union (La Torre et al., 2023).  
Theoretical Foundations of Legitimacy Theory 
The foundation of legitimacy theory is the idea of a "social contract" that exists between society 
and organizations. Both explicit legal obligations and implicit society expectations are included 
in this social contract (Mathews, 2017). As long as society believes such organizations are 
functioning legally, they will continue to exist. A company runs the danger of losing its 
credibility if it is thought to be breaking social standards, which can lead to a decline in 
customer confidence, unstable finances, and legal repercussions (Suchman, 2018).  
Legitimation, according to Lindblom (1994), is "a condition or status that exists when an 
entity's value system aligns with the broader social system of which it is a part." Legitimacy is 
at risk when there are differences between organizational conduct and social expectations. 
Organizations can use a variety of tactics, including disclosure guidelines, public information. 
Stakeholder theory and political economy theory are similar to legitimacy theory. According 
to political economy theory, social, political, and economic factors interact to shape how 
organizations operate (Benson, 2020). According to this viewpoint, societal conflicts and 
power dynamics influence economic decisions rather than their being made in a vacuum 
(Guthrie & Parker, 2019).   
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In a similar vein, stakeholder theory highlights the significance of interacting with different 
stakeholder groups, especially those that have the ability to affect how an organization operates 
(Freeman & Reed, 2021). According to Donaldson and Preston (2019), stakeholder theory 
distinguishes between two branches: the managerial branch, which concentrates on strategic 
stakeholder management, and the ethical branch, which dictates how businesses should treat 
stakeholders. Since companies aggressively control stakeholder views to preserve legitimacy, 
the managerial branch strongly relates to legitimacy theory (Deegan, 2021). 
 Organizations use a variety of tactics to create, preserve, or restore legitimacy. These 
consist of:  

1. Strategic Communication and Disclosure: To influence public opinion, businesses 
frequently employ public relations campaigns, environmental disclosures, and 
corporate social responsibility (CSR) reports (Cho et al., 2020). 

2. Adjustments to Structure and Procedure: According to institutional theory, companies 
should use generally recognized governance frameworks in order to conform to social 
norms and industry standards (DiMaggio & Powell, 2018).  

3. Symbolic Actions: To show their dedication to social ideals, organizations may take 
part in symbolic activities like environmental projects or charity, even if they have little 
real influence (Michelon et al., 2021).  

4. Crisis Management and Restorative Strategies: Following incidents that jeopardize 
their legitimacy, organizations frequently employ apology, remedial measures, and 
third-party endorsements to regain the public’s confidence (Bebbington et al. 2020). 

The Role of Social and Environmental Reporting in Corporate Strategy 
 Corporate Social and Environmental Reporting (CSER) has evolved from a voluntary 
practice to a strategic necessity, influencing corporate decision-making and long-term 
sustainability. Businesses increasingly recognize that transparency in environmental and social 
performance is not just about compliance but also about gaining competitive advantage, 
enhancing brand reputation, and building stakeholder trust. Companies that proactively 
disclose their sustainability efforts can differentiate themselves in the market, attract 
responsible investors, and foster customer loyalty. 
 From a strategic perspective, CSER enables organizations to identify risks and 
opportunities associated with environmental and social factors. Climate change, resource 
depletion, and regulatory changes pose significant challenges to businesses, making 
sustainability reporting a crucial tool for risk management. By aligning corporate strategies 
with sustainability goals, firms can anticipate regulatory shifts, improve operational efficiency, 
and enhance resilience against environmental and social disruptions. For instance, adopting 
frameworks like the Global Reporting Initiative (GRI) and the Task Force on Climate-Related 
Financial Disclosures (TCFD) helps companies systematically assess their impact and align 
with global best practices. 
 Moreover, social and environmental reporting plays a critical role in corporate 
governance by ensuring accountability and ethical decision-making. Companies that integrate 
CSER into their corporate strategy are more likely to demonstrate responsible leadership, 
ethical business conduct, and commitment to societal well-being. This approach aligns with 
the principles of stakeholder theory, which emphasizes the importance of addressing the 
interests of investors, employees, customers, regulators, and communities. Additionally, from 
an Islamic perspective, corporate accountability is deeply rooted in ethical obligations, 
reinforcing the need for transparency and social responsibility in business operations. 
 In emerging economies like Pakistan, where environmental challenges and governance 
issues persist, CSER can serve as a transformative tool for sustainable development. Businesses 
that embed social and environmental considerations into their corporate strategies can 
contribute to national economic growth, enhance investor confidence, and promote long-term 
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stability. The integration of digital advancements in sustainability reporting, such as blockchain 
and AI-driven analytics, further strengthens transparency, reduces the risk of greenwashing, 
and enhances data credibility. 
 Ultimately, CSER is no longer a peripheral aspect of business operations but a core 
component of strategic planning. Companies that view sustainability reporting as an integral 
part of their corporate strategy are better positioned to navigate regulatory landscapes, build 
stakeholder trust, and achieve long-term financial and social success. 
 Beyond simple compliance, social and environmental disclosure may be strategically 
used. Businesses use reporting systems to promote corporate social responsibility (CSR) 
programs, draw in sustainable investments, and enhance brand reputation (Ioannou & 
Serafeim, 2019). Greenwashing, in which businesses overstate sustainability claims to deceive 
stakeholders, is still an issue, albeit (Zhou et al., 2022).  Reasons for Voluntary Reporting by 
Managers may participate in voluntary reporting for a variety of reasons, including as strategic 
positioning or regulatory anticipation. Key motives found in recent literature are listed below:  

1. Anticipation and Compliance with Regulations Even while social and environmental 
disclosures are mostly optional in many countries, businesses may nonetheless choose 
to declare in order to avoid more stringent regulations. According to recent research, 
companies can avoid required regulatory interventions by voluntarily disclosing 
sustainability information (Michelon et al., 2015; La Torre et al., 2021). Anticipatory 
compliance enables businesses to influence future rules to suit their needs. 

2. Competitive advantage and economic rationality Business benefit is a basic economic 
justification for voluntary reporting. Businesses frequently use sustainability 
disclosures to improve stakeholder trust and their market standing, which eventually 
results in financial rewards (Zhou et al., 2019). Businesses may draw in clients, 
investors, and business partners that value morality by projecting an image of social 
responsibility. Responsibility and Moral Obligation Some companies reveal their social 
and environmental performance because they believe in corporate responsibility. 

3. Regardless of the financial gains, managers may see openness as an ethical duty to 
guarantee that stakeholders have access to important information (Hahn & Kühnen, 
2016). Stakeholder theory, which holds that businesses have an obligation to consider 
the interests of other stakeholders outside of shareholders, is intimately tied to this 
motive (Freeman et al., 2018).  

4. Requirements for Investment and Borrowing Environmental, social, and governance 
(ESG) considerations are being more and more integrated into the risk assessment 
frameworks of financial organizations. As a result, in order to meet lender criteria, 
businesses looking for loans or investments frequently provide sustainability-related 
data (Grewal et al., 2020). Businesses are further encouraged to voluntarily publish 
ESG performance by the rise of sustainability indexes and ethical investment funds 
(Fatemi et al., 2018).  

5. Community Expectations and Social License to Operate According to legitimacy 
theory, in order to keep the support of the public, companies must conduct their 
operations in a way that conforms to social standards. By proving that a company is in 
line with community standards, voluntary reporting helps businesses get a "social 
license to operate" (De Villiers & Van Staden, 2016). This element is especially 
motivating for businesses in sectors like mining and energy that have a significant 
environmental effect.  

6. Crisis Intervention and Reputation Management Voluntary disclosures can help 
organizations improve or rebuild their public image, particularly after unfavourable 
media coverage or environmental accidents (Reimsbach & Hahn, 2015). Strategic 
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reporting is frequently used by businesses that face legitimacy concerns to repair 
stakeholder trust and minimize reputational harm.   

7. Engagement and Management of Stakeholders According to stakeholder theory, 
companies must take into account the interests of a variety of stakeholders, such as 
consumers, workers, regulators, and advocacy organizations. Companies may better 
control stakeholder expectations and show that they are attentive to their concerns by 
making voluntary disclosures (Manetti et al., 2017). Transparent reporting can enhance 
company governance generally and fortify ties with important stakeholders.  

8. Industry norms and the impact of peers Voluntary reporting may also be influenced by 
peer practices and industry-specific sustainability guidelines. Numerous organizations, 
including the Sustainability Accounting Standards Board (SASB) and the Global 
Reporting Initiative (GRI), have set reporting criteria. Businesses may decide to adhere 
to these guidelines in order to maintain their competitiveness and build reputation in 
their sector (Toppinen et al., 2019).  

9. Steering Clear of Tougher Rules Businesses may use voluntary reporting as a calculated 
tactic to avoid having to comply with stricter transparency laws. Businesses can 
persuade legislators to take a more lenient stance on regulations by exhibiting self-
regulation and proactive reporting (La Torre et al., 2021).  

10. Acknowledgment and Prizes Earning awards for corporate responsibility and 
sustainability may have a big positive impact on one's reputation. To increase their 
chances of winning these awards, many companies actively take part in reporting 
campaigns. This can boost investor confidence and brand perception (Albitar et al., 
2020).  

Research Methodology 
 This study employed a qualitative research approach to examine the factors influencing 
Corporate Social and Environmental Reporting (CSER) practices, with a particular focus on 
legitimacy theory and stakeholder theory. Additionally, Ibn Khaldun’s concept of Al-Asabiyya 
(social cohesion) was incorporated to explore its role in economic stability, particularly in 
Pakistan. Secondary data sources, including corporate sustainability reports, academic journal 
articles, research papers on Social and Environmental Accounting Research (SEAR), and 
economic reports, were analyzed to assess voluntary disclosure practices and their strategic 
implications. Key scholarly sources included journals such as Accounting, Auditing & 
Accountability Journal, Critical Perspectives on Accounting, and Accounting Forum (Deegan, 
2022; Guthrie & Parker, 2021). Furthermore, widely recognized sustainability reporting 
frameworks, such as the Task Force on Climate-related Financial Disclosures (TCFD) and the 
Global Reporting Initiative (GRI) (KPMG, 2022), were examined to evaluate corporate 
transparency and standardization in reporting. 
 A thematic analysis was conducted to identify key patterns related to corporate 
responsibility, stakeholder engagement, legitimacy concerns, and strategic positioning in 
CSER disclosures. Qualitative content analysis was used to assess sustainability reports and 
literature, allowing for the identification of common themes, disclosure motivations, and 
corporate reporting trends. A comparative analysis was also performed to evaluate Pakistan’s 
CSER practices in comparison to international standards, such as those followed in the US and 
the EU (La Torre et al., 2023). This approach helped highlight both advancements and 
challenges in aligning corporate sustainability reporting in Pakistan with global best practices. 
 Three primary theoretical frameworks guided the study. Legitimacy theory posits that 
organizations voluntarily disclose social and environmental information to maintain social 
approval and align their operations with societal norms (Suchman, 1995). Stakeholder theory 
emphasizes that businesses engage in sustainability reporting to meet the expectations of 
various stakeholders, including investors, regulators, and consumers (Freeman et al., 2020). 
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Additionally, Ibn Khaldun’s Al-Asabiyya theory was applied to analyze the role of social 
cohesion in economic development. The study examined how collective solidarity influences 
corporate responsibility and ethical business practices, particularly in the context of Pakistan’s 
economic stability and governance structures. 
 Ethical considerations were strictly followed, ensuring that all data sources were 
publicly available and properly cited. Since the study relied exclusively on secondary data, 
confidentiality and privacy concerns were minimized. Proper academic referencing and 
adherence to ethical research guidelines ensured the integrity and credibility of the study. 
Findings 
 The study found that businesses use voluntary Corporate Social and Environmental 
Reporting (CSER) primarily as a means of aligning with societal expectations and mitigating 
reputational risks. Legitimacy theory emerged as the dominant explanation for corporate 
disclosures, as companies seek to maintain social approval and avoid public scrutiny by 
demonstrating responsible business practices (Cho et al., 2021). In contrast, stakeholder theory 
highlights the strategic role of CSER in addressing the concerns of various stakeholders, 
including investors, regulators, and customers. This perspective suggests that businesses 
proactively engage in sustainability reporting to enhance transparency, foster stakeholder trust, 
and strengthen long-term relationships (Michelon et al., 2022). 
 Recent developments in Social and Environmental Accounting Research (SEAR) 
reveal key trends shaping sustainability reporting. The increasing digitization of corporate 
disclosures, variations in regulatory requirements across countries, and the growing 
significance of financial disclosures related to climate change are becoming critical factors 
influencing corporate sustainability strategies (Carungu et al., 2022). Emerging technologies 
such as blockchain and artificial intelligence (AI) are being integrated into corporate reporting 
systems to enhance data accuracy, reduce greenwashing, and improve transparency in 
sustainability disclosures (Bellucci et al., 2021). These digital advancements contribute to the 
standardization and credibility of CSER, allowing companies to meet international regulatory 
expectations more efficiently. 
 Additionally, the study explored the relationship between social cohesion and economic 
development through the lens of Ibn Khaldun’s Al-Asabiyya concept, which underscores the 
role of collective unity in nation-building. Findings suggest that strengthening institutional trust 
and fostering a shared group identity can play a crucial role in advancing Pakistan’s economy. 
Economic challenges such as income inequality and regional disparities can be mitigated by 
promoting social cohesion, which in turn enhances sustainable business practices and economic 
stability. By integrating Al-Asabiyya into corporate governance models, businesses can 
contribute to a more resilient and inclusive economic framework. 
 Furthermore, the study identified key managerial motivations driving voluntary CSER. 
Companies anticipate regulatory compliance as a proactive strategy to align with evolving 
sustainability laws and avoid potential legal repercussions (Michelon et al., 2015). 
Additionally, organizations leverage sustainability disclosures as a tool for gaining a 
competitive advantage, as transparency in environmental and social responsibility enhances 
brand reputation and consumer loyalty (Zhou et al., 2019). Ethical responsibility remains a 
significant factor, with companies recognizing the moral obligation to minimize their 
environmental footprint and contribute to societal well-being (Hahn & Kühnen, 2016). Beyond 
ethical considerations, investment attractiveness is another driver, as investors increasingly 
prefer companies with strong sustainability commitments, leading to greater access to capital 
and financial stability (Grewal et al., 2020). Lastly, businesses engage in voluntary reporting 
to secure their social license to operate, ensuring acceptance and support from communities, 
regulators, and other stakeholders (De Villiers & Van Staden, 2016). 
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 In summary, the study highlights that CSER serves not only as a tool for corporate 
legitimacy and regulatory compliance but also as a strategic mechanism for fostering 
stakeholder trust, enhancing market competitiveness, and promoting economic sustainability. 
The findings suggest that the integration of technology, regulatory frameworks, and social 
cohesion can further strengthen corporate sustainability practices, particularly in emerging 
economies like Pakistan. 
Limitations of the Study 
 This study primarily relies on secondary data and theoretical analysis to explore the 
factors influencing Corporate Social and Environmental Reporting (CSER) and the role of 
social cohesion in economic development. While it provides valuable insights into the 
motivations behind corporate disclosures and the broader implications for economic 
sustainability, its reliance on existing literature and publicly available reports limits its ability 
to capture the complexities of real-world business practices. The absence of primary data 
collection, such as interviews or surveys with corporate managers, policymakers, and other key 
stakeholders, means that some nuanced perspectives on corporate decision-making and 
regulatory challenges may not be fully reflected. 
 Moreover, the study focuses on legitimacy theory and stakeholder theory as the primary 
theoretical frameworks, which, while well-established, may not comprehensively account for 
all factors driving CSER practices, especially in the unique sociopolitical and economic context 
of Pakistan. The influence of informal business networks, cultural values, and geopolitical 
factors on corporate sustainability efforts remains an area that could benefit from further 
empirical investigation. Additionally, while this research highlights the importance of Ibn 
Khaldun’s Al-Asabiyya in fostering economic development, its practical integration into 
corporate governance frameworks requires further exploration. 
 Future studies could address these limitations by incorporating primary data through 
qualitative interviews, case studies, or surveys with business leaders, regulators, and 
sustainability experts. A mixed-methods approach, combining quantitative and qualitative 
analyses, could provide a more holistic understanding of how corporate transparency and social 
solidarity contribute to long-term economic stability. By bridging the gap between theoretical 
insights and practical applications, future research can offer more actionable recommendations 
for policymakers and business leaders aiming to strengthen sustainability reporting and 
economic resilience in Pakistan. 
Conclusion 
 Legitimacy theory remains the dominant explanatory framework in the ever-evolving 
landscape of Corporate Social and Environmental Reporting (CSER). As stakeholder 
expectations and regulatory requirements continue to rise, future research should explore the 
impact of emerging technologies and evolving regulations on corporate disclosure practices. 
Given the increasing integration of sustainability into business strategy, CSER is expected to 
remain a critical area of study for both academia and industry. 
 The motivations behind voluntary social and environmental reporting are diverse and 
complex, ranging from ethical obligations to legal, business, and strategic considerations. 
While some corporations disclose information to fulfil their ethical responsibilities, others do 
so to comply with regulations, enhance their reputation, or secure a competitive advantage. 
Understanding these incentives is essential for policymakers, investors, and researchers aiming 
to improve corporate accountability and transparency. Future studies should delve deeper into 
the interplay of these motivations and their influence on corporate decision-making. 
In today’s interconnected global economy, legitimacy theory continues to be a vital lens for 
analyzing organizational behavior. By acknowledging the dynamic relationship between 
businesses and societal expectations, legitimacy theory provides valuable insights into 
corporate governance, strategic management, and sustainability practices. As companies 
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navigate evolving social, political, and environmental challenges, the principles of legitimacy 
will remain fundamental in shaping public trust and corporate accountability. 
The literature on CSER highlights that managers are driven by multiple factors when engaging 
in voluntary disclosures, including strategic positioning, ethical considerations, and regulatory 
compliance. Stakeholder theory and legitimacy theory serve as essential frameworks for 
understanding these corporate motivations. Additionally, recent advancements in Social and 
Environmental Accounting Research (SEAR), such as digitization, cross-border regulatory 
comparisons, and climate-related disclosures, emphasize the growing importance of 
sustainability in business strategy. As businesses face increasing external pressures related to 
social and environmental issues, voluntary disclosure will continue to play a crucial role in 
enhancing credibility, fostering stakeholder trust, and securing long-term competitive 
advantages.  
Recommendations: 

1. Policy Implementation for Mandatory Sustainability Reporting 
To enhance corporate accountability and ensure greater comparability across industries, 
governments should consider implementing standardized sustainability reporting 
regulations. Adopting mandatory sustainability disclosure laws will not only increase 
transparency but also help businesses align their strategies with broader environmental 
and social goals. This will encourage companies to take responsibility for their impact 
on the planet and society, ensuring they meet stakeholder expectations while 
contributing to sustainable development. 

2. Building Institutional Trust through Social Cohesion 
Policymakers in Pakistan should integrate Ibn Khaldun's concept of Al-Asabiyya—
social cohesion—into governance frameworks to foster national unity and trust within 
institutions. By promoting collective solidarity, policymakers can strengthen the social 
fabric, reduce disparities, and drive economic growth. When businesses and 
government work together to create a cohesive and stable society, it enhances both 
corporate and national economic resilience, enabling long-term sustainability. 

3. Integration of Digital Innovations in CSER 
To improve the quality of sustainability data and increase stakeholder engagement, 
businesses should adopt advanced digital technologies such as Artificial Intelligence 
(AI) and blockchain in their corporate social and environmental reporting systems. 
These innovations can streamline data collection and reporting processes, ensuring 
greater accuracy, transparency, and reliability in CSER. By leveraging digital tools, 
companies can make their sustainability practices more accessible and understandable 
for stakeholders, boosting trust and credibility. 

4. Improving Stakeholder Engagement 
Companies should take a proactive approach to engaging a broad spectrum of 
stakeholders in the sustainability conversation. Actively involving investors, 
customers, employees, and local communities in the reporting process will ensure that 
companies meet their ethical obligations while respecting cultural norms and societal 
expectations. By fostering open dialogue with stakeholders, businesses can gain 
valuable insights, improve their sustainability practices, and demonstrate their 
commitment to corporate responsibility. 

5. Promoting ESG Investment Frameworks 
Financial institutions and investors should incorporate Environmental, Social, and 
Governance (ESG) factors into their investment strategies to incentivize businesses to 
adopt comprehensive sustainability practices. By prioritizing ESG criteria, investors 
can encourage companies to enhance their corporate social responsibility efforts, 
driving both financial and social returns. This shift will not only create long-term value 
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for businesses but also contribute to the broader goal of sustainable economic 
development. 

By implementing these recommendations, both businesses and policymakers can help promote 
sustainable economic growth, enhance corporate accountability, and ensure greater 
transparency in corporate social and environmental reporting. These steps will contribute to 
building a more resilient and ethically responsible global economy. 
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