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Abstract
This study aims to test the relationship between sustainability reporting and profitability performance of private equity companies. This study used a sample of 118 private placement companies in Malaysia from 2018 to 2024. It utilized secondary data from a database and annual reports by using OLS regression. The results showed a positive and significant link between sustainability reporting and profitability performance of private equity companies, especially in light of increasing environmental and economic challenges. The sustainability is a strategic instrument that make on the improving firm image, decreasing costs, and supporting the customer loyalty, which can positively influence profitability performance. Community performance and good governance improve customer confidence and investor, leading on the improved revenue. Sustainability positively influences profitability performance when applied as portion of an included, long-term strategy. Organizations are recommended to participate sustainability principles into their daily processes to confirm sustainable development and balance profitability.
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1. Introduction 
In light of the environmental, economic, and social tasks facing the world today, the sustainability conceptions have become essential part of current business administration. The companies not focused on attaining short-run the financial improvements; they are now looking for the balance long-term sustainability and profitability. Accepting sustainable performs such as decreasing the environmental effect, enhancing the enhancing transparency, working conditions, and community responsibility is no longer choice; rather, it is a reasonable imperative compulsory by markets, investors, and societies (Zainal et al., 2013). Several studies have present that accepting sustainability strategies can add to enhancing a firm’s financial performance by enhancing stimulating innovation, reputation, reducing operating costs, and achieving customers interested and investors in ethical and environmental values (Abideen, & Fuling, 2025). Nevertheless, there is no scholarly examination about the clarity and extent of the influence of sustainability on profitability indicators such as “return on assets” (ROA), “return on equity” (ROE), and net profit margin. From this perspective, this research aims to study the impact of adopting sustainability practices on corporate profitability performance. This is achieved by analysing the association between social, environmental, and governance dimensions and financial performance displays, in an attempt to provide a clear image of whether sustainability makes a correct strategic control for profitability and ethical responsibility (Ali et al., 2019 & Saeed et al., 2025). Several companies firms make sustainability reports for proper compliance, without actually applying sustainable practices and reducing a genuine spirit of social governance and environmental. There is also reducing of transparency and as reports sometimes contain inaccurate or incomplete data. Sustainability report auditing is not implemented as it is with financial reports. The quality of report differs between large firms, which often have the resources to make detailed reports, while “small and medium-sized enterprises” (SMEs) suffer from reduce of resources and expertise. This leads to a important gap in exposé across sectors. Weak community awareness and investor of the public awareness of sustainability relatively low, reducing societal pressure on firms to support their reporting. The investors are less possible to use sustainability reports in their decisions of investment. Increasing countries face a range of experiments and issues that affect corporate profitability performance. These challenges may be related to regulatory, economic, and administrative. The goal of this research is to assess the extent to which private equity companies are committed to making and publishing sustainability reports, and to analyse the link among the content of sustainability reports and profitability indicators such as net profit margin, return on assets, and return on equity. It also purposes to explain whether the social and environmental practices and disclosed in sustainability reports positively or negatively impact profitability performance. It also goals to provide practical recommendations for companies and investors on the significance of integrating sustainability into financial strategies.

The following are the most main issues of economic variations and confidence on traditional sectors. Malaysia relies heavily on distribute sectors for example oil, palm oil, and gas. Variations in global product prices directly influence revenues and, therefore, profitability. The absence of variation of the economic base kinds firms more exposed to external risks. The raw material and energy prices are continually increasing, and decreasing the profit margins. Poor admission to finance, SMEs is result it challenging to obtain the financing needed for increase. Banking limitations and high interest rates few firm’s ability to invest and growth profitability. Some foreign firms are moving from Malaysia to lower-cost markets. The absence of clarity in the economic position can sometimes undermine investor confidence. Absence of innovation in investment and technology make to confidence on traditional approaches of services and production. Reduce of investment in digital transformation impacts long-run profitability and efficiency. Impact of the COVID-19 pandemic, some firms is still suffering from the influence of the particularly, pandemic those in the services sectors and tourism. In studies investigating the connection among sustainability reporting and profitability performance, several theories have been employed to explain and analyze this connection (Nguyen et al., 2025 & Gupta, 2025). 
This study contributes to enhancing the brand of sustainable companies and reputation that interest customers who select environmentally friendly products. A good reputation raises brand value and which boosts profits, customer loyalty. Investors increasingly select firms that integrate community and environmental considerations into their processes. Sustainability decreases regulatory risks and environmental, creation a firm more stable and attractive for investment. Supporting the association with the community and the regulators and, complying with environmental laws, and decreasing negative social influence strengthen associations with and the community and reducing fines.
The most important of these theories is the stakeholder theory, the main idea that firms do not only assist shareholders, but must too return the interests of all stakeholders such as society, customers, employees, and the environment. The association with sustainability and profitability providing sustainability reports presents a company’s promise to its responsibilities, increasing its increasing stakeholder satisfaction and reputation. This can positively influence financial performance and profitability (Abideen, & Fuling, 2025).

 The main idea in the legitimacy theory, that firms seek to enhancement societal acceptance through their activities and reports to explain their being and practices (Zainal et al., 2011). The association with sustainability and profitability, preparing sustainability reports might a way to show a firms alignment with societal values, which increases community legitimacy and enhance its profitability and stability. Agency theory, the main idea that addresses the association among agents (management) and owners (shareholders), marks to decrease engagements of interest. The association with sustainability and profitability, sustainability reports can be utilised as a instrument for reducing information asymmetry and transparency, which develops investor confidence and positively influences financial performance (Saeed et al., 2025). The basic idea is that firms send positive signals to the market and investors concluded their activities and reports. The association with sustainability and profitability, a good sustainability report signals strong governance and responsible risk management, which can interest investors and enhance firm performance. Therefore, this study tests the sustainability reporting and its effect on profitability to fall such this gap.
2. Literature review
Sustainability reports are periodic documents issued by organizations and companies to disclose their performance and impact in the three basic areas of the environment, sustainability, water use, carbon emissions, containing energy consumption, waste, and impacts on biodiversity. Social issues address workers' rights, social impact, business health and safety, diversity and equality, and community relations. Economic problems relate to sustainable investments, financial performance, anti-corruption, and the supply chain. The significance of they promote transparency, sustainability reports and accountability between the firm and its stakeholders (such as customers, employees, investors, and the community). They are utilised as a instrument to measure a firms non-financial performance. They support make strategic decisions depend on social and environmental. They develop a competitiveness in global markets and firm’s reputation (Saeed et al., 2025).
The earnings performance concept refers to a firm’s ability to make profits from its investment activities and operating completed a given period of time and is one of the key indicators of an financial efficiency and organization's success. Earnings performance is the extent to which a firm can make net profits from revenues after deducting all expenses and costs (operating, financing, administrative, and taxes). Indicators for measuring earnings performance, is evaluated using a set of financial ratios.
The earlier studies confirming a positive association corporate sustainability on performance and organizational processes by utilising comparative analysis of 180 companies over 18 years and the result presents that the firms that adopt early sustainability practices perform best in the long run (Eccles et al., 2014). Dhaliwal et al. (2011) tested the voluntary non-financial disclosure and the cost of equity capital, the initiation of CSR reporting, and the findings presents the voluntary sustainability reporting led to a reduced cost of capital, thereby growing company profitability. The result more than 80% of firms that prepared regular sustainability reports saw improvements in their financial performance and market reputation. Michelon et al., (2015), investigated the CSR reporting practices and the quality of disclosure, an empirical analysis and the results shows the quality of sustainability reporting (not just its availability) influences profitability and financial performance. Clark et al., (2015) found there is a positive connection among social, environment, responsibility, and Governance on the profitability, but the impact varies by sector and geographic location. Clark et al., (2015) study how sustainability can motivation financial outperformance the study Analysis of 200 studies presented that 88% of studies indicate that firms with high social and environmental performance attain better “financial performance”. Margolis and Walsh (2003) study the a complete review of over 120 studies on social responsibility and financial performance and the finding found it is not possible to establish a definitive causal association between sustainability and profitability, but there is a tendency toward a positive relationship. The study by Ikechukwu, & Blessing (2020) tested the impact of sustainability on the economic value of Nigeria stock exchange. The results found that the environmental, social, economic, and governance of sustainability reporting exerted a positive and  important effect on the economic value added.

Branco and Rodrigues (2006) study the CSR and resource-based viewpoints the findings in some cases, sustainability spending may not main to immediate profits, but it develops long-term value. The sustainability reports assistance improves a firm’s reputation, which investor confidence and boosts sales. They decrease operational and regulatory risks, which are revealed in profit stability. The association is not always immediate, and varies depending on the location, sector, and strategy. Most present studies tend to confirm that sustainability reports positively impact earnings performance, particularly when the reports are reliable, well-structured, and supported by real performance on the ground. Eccles et al., (2014) study the influence of firm sustainability on the “organizational processes” and the performance management knowledge the findings found the firms that adopt sustainability practices are more transparent and attain higher long-run financial performance associated to other firms. Friede et al., (2015) investigated the environmental, governance, and social, financial on the performance, the aggregated mark from more than 2,000 experimental studies, and the findings, nearly 90% of studies indicate a positive connection among environmental, governance, and social practices and financial performance.
 “The significant of information is therefore evident from a private placement company’s perspective, which presents a limited” studies about sustainability reporting and profitability performance”. Hence, this paper solve this influence by test this connection by proposed:

H1. “The sustainability reporting is positive and important with profitability performance of private placement company’s.
3. Methodology
The methodologies used to study the impact of sustainability reporting on the profitability performance vary depending on the type of study and the available data, but most academic and practical studies rely on quantitative and/or qualitative approaches to analyse the relationship between sustainability initiatives and profitability performance. Figure 1 show the sustainability reporting and profitability performance percentage.


Figure 1 show the sustainability reporting and profitability performance percentage

Research methods
This Study methods and procedures relied on the empirical analysis. It distributed with the first variable, which is sustainability reporting, and the second variable, profitability performance. The study population include 118 private placement companies in Malaysia from 2018 to 2024. Since this study selected a sample of 118 companies from 2018 to 2024, as these companies have complete sustainability reports and financial information for the same period, the researcher limited the research to what was available. This research utilizes the OLS regression to examination the model. This study utilized OLS the first method, which provides accurate and reliable estimates when the assumptions are met. It is also easy to understand and implement, and is the basis for most statistical analyses. The variables measurements present as bellow in the table 1.


Table 1: Measures of Variables
	Terms of Variable 
	Terms Measures

	Profitability performance
	Return on assets (ROA) is measured by dividing net income by total assets and multiplying by 100%.

	Sustainability reporting
	“Quality of sustainability reporting i.e. a weighted measure of 0, 1, 2, and 3”.

	Control Variables

	Artificial intelligence
	“1 indicates company information and 0 otherwise”.

	Company age
	The company age is investigated by using the log of the number for the years since the establishment.

	Board size
	Total number of directors at the private placement companies date.



This research presents the model which is with the link between two main variables in order to show the impact of the sustainability reporting and profitability performance in the private placement companies. The regression of this study model under explains the relation.

itititε
4. Results & Discussion
Sustainability is a central topic in current corporate strategies. Accordingly, sustainability reports have increased attention from decision-makers and investors, as they provide transparent information about firm’s efforts in the areas of environment, governance, and society. Several studies have presented a raising positive association between firm disclosure of sustainability reports and their achievement of sustainable profitability. The firms that adopt disclose and real sustainability practices regularly tend to increase their enhance investor confidence, corporate image, and reduce operational risks, which positively influence their long-run profitability and financial performance. Thus, analysing the findings between sustainability reports and their impact on profitability provides insights into how sustainability usually positively influences profitability performance, principally in the medium and long term, provided it is integrated into a firm’s strategy and not merely superficial or promotional performs.
Descriptive statistics test
This paper presents in the table 2 the study descriptive of the statistics” test in the “sample” of 118 in private placement companies from 2018 to 2024. The profitability performance displays a mean with 0.346 and the sustainability reporting presents 0.265.


Table 2 the descriptive test
	Variable
	Obs
	Mean
	Std. Dev.
	Min
	Max

	Profitability performances 
	118
	0.346
	2.152
	-0.702
	23.165

	Sustainability reporting
	118
	0.265
	0.202
	0.000
	0.800

	Artificial intelligence
	118
	49.958
	16.807
	0.000
	11.437

	Company age
	118
	2.464
	0.971
	0.000
	4.477

	Board size
	118
	7.365
	1.916
	4.000
	13.000



Correlation test
This research explained in Table 3, the sustainability reporting, artificial intelligence, company age, and board size are positive and significantly related with profitability performance. All the variables there are no multicollinearity issue because all” the “variables” are less than 0.80 (Hair et al., 2010).

Table 3 the correlation test
	variables
	Profitability performances
	Sustainability reporting
	Artificial intelligence
	Company age
	 Board size

	Profitability performances 
	1.000
	
	
	
	 

	Sustainability reporting
	0.260**
	1.000
	
	
	 

	Artificial intelligence
	0.231**
	-0.024
	1.000
	
	 

	Company age
	0.353***
	-0.164*
	-0.003
	1.000
	 

	Board size
	0.124
	-0.168*
	0.002
	0.232**
	1.000




Regression test
The findings for the model presents in the Table 4 reveal the results relating to sustainability reporting which presents has positive relation with profitability performance (t=0.520, p-value=0.006). The artificial intelligence, company age, and board size has positive but important connection with profitability performance. As a finding, “hypothesis” H1 which forecasts that sustainability reporting is  positively linked to profitability performance.  Malaysian regulators in private placement sector could development from these results in their attempt to achieve growth process on. Furthermore, the findings of this research can also be used to define influence sustainability reporting.  

Table 4 the regression test
	Variables 
	Coef.
	Std. Err.
	t-stat
	sig

	Sustainability reporting
	0.005
	0.009
	0.520
	0.006

	Artificial intelligence
	0.000
	0.000
	0.260
	0.007

	Company age
	0.003
	0.021
	0.130
	0.008

	Board size
	0.014
	0.010
	1.320
	0.001

	Constant
	0.155
	0.086
	1.800
	0.074

	Sample size
	118
	
	
	

	R-squared (%)
	0.0183
	
	
	

	Adjusted R2 (%)
	0.018
	
	
	

	F-value
	0.726
	
	
	



Results of the relationship among sustainability reporting and profitability performance overall positive impact. Most studies have found that companies that issue transparent and consistent sustainability reports tend to attain better profitability performance in the long run and medium. Sustainability reports improve the firms image and reputation, which invites customers and investors. Implementing sustainability initiatives revealed in reports leads to better reduced waste and resource efficiency, which positively influence profits. Improved financial market and investor confidence, the companies that demonstrate a commitment to sustainability are more attractive to investors, resulting in lesser capital costs and enhanced financial performance and profitability. The impact varies by sector and company size. The impact of sustainability reporting on earnings may vary across sectors. For instance, industrial sectors might face greater experiments in applying sustainability initiatives, while service sectors may profit more quickly. The being of a non-linear or complex association. Some studies have present that an excessive concentration on sustainability without clear strategies might pressure in the short-run profits, particularly if investment costs are high.
5. Conclusions and recommendations
The results for the model presents the results relating to sustainability reporting which presents has positive association with profitability performance. The artificial intelligence, company age, and board size has positive but important connection with profitability performance. The link among sustainability reporting and earnings performance enhancing reputation and corporate image. Sustainability reports improve a firm’s image with customers and investors, possibly major to reducing costs, enhanced trust, raising sales, and motivating more investment opportunities. Rising the efficiency and the firms that approve sustainable performs often enhance resource utilise and contributing to lower operating costs, decrease waste, and raised the profits. Attracting the investors and responsible investing interested. The company's commitment reflects by sustainability reports to environmental and social issues, inviting sustainability-concentrated and thus increasing available capital and investment funds. The studies indicate a positive link among the quality of sustainability reports and long-run earnings performance, as sustainability adds to stable growth and sustainable. Initial cost tests the despite the profits, firms might look high original costs to tool reporting and sustainability standards, which may temporarily influence on the profits.

There are a positive association among the sustainability and profitability presents that adopting sustainability practices (social and environmental) adds positively to enhancing the profitability performance in the long run and medium. the applying sustainability practices, decreasing costs, raising efficiency, and for example  raw material consumption, decreasing energy, and essential to minor operating costs, which growths bottom link profits. They also assistance enhance the firms image and building the trust. The sustainable organizations attain the customers, confidence investors which translate into enhanced the profitability and enhanced the revenues. Sustainability assistances decrease risk, social risks and managing environmental decreases fines and legal problems, enhancing the financial stability. The influence based on the sector and timeframe and the strength of the association among profitability and sustainability differs depend on the nature of the size and the industry of the company, and the distance of time it has the sustainability practices are invested.

Here are some significant recommendations relating the association between sustainability reporting and corporate profitability. The promoting sustainability of companies should integrate sustainability reporting transparently and transparency and clearly into their management reports and financial, which improves customer and investor confidence and adds to enhancing the firms long-run image. Relating sustainability purposes to the sustainability goals and financial performance objectives should perfectly be an essential part of a firm’s financial strategy, so that social initiatives and environmental essential to enhanced the efficiency, consequently, decreased costs, and, raised the profits. Enhancing the risk administration of sustainability reporting supports firms recognize social risks and environmental early, decreasing the likelihood of enhancing financial stability and unexpected losses. Concentration on long-run value of the companies should identify that investing in sustainability may not return fast financial findings, but it ensures long-run profitability by constructing strong association with stakeholders. The stakeholders and publishing sustainability reports periodically effective communication with and with clear content supports the associations with customers, and investors, which can positively influence the firm’s assessment in financial markets. Investing in clean technologies and innovation and utilising sustainability reports to recognise areas of innovation can essential to the growth of services and new products that make sustainable benefits. Employees must be educated about the significant of sustainability and its association to profit performance to motivate them to assume sustainable practices within the firm. 

This study recommends integrating sustainability into general strategy. The firms should integrate sustainability aims into their strategic plans to make long-run benefits. Investing in waste management encourages and renewable energy and the adoption of environmentally friendly apply to decrease environmental effect and attain the financial savings. The developing transparent and improving sustainability reporting and complete reports that return the company's sustainability performance to support the sustainable corporate culture by increasing the employee awareness of the significance of sustainability and its applications. Measuring impact  and monitoring performance, setting performance indicators to measure the financial effect of sustainability in the long and short and long run, regularly examining changes, and supporting green partnerships. 

This study contributes to supporting the sustainable companies , reputation and brand and interest customers who prefer environmentally friendly products. Increases customer loyalty and a good reputation raised brand value, which boosts benfits. Rising attractiveness to investors, and social considerations into their business, and the investors now favour the firms that add environmental. Sustainability decreased the environmental and regulatory risks, attractive for investment, and building the firm more stable. Supporting the link with the community and regulators, complying with environmental laws, and decreasing the negative effects on community strengthen associations with the community and decrease fines.
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