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Abstract: In the era of globalization and increased environmental awareness, the 

concept of sustainable development has become a core focus for policymakers, businesses, 

and investors alike. At the same time, the role of financial reporting has evolved beyond the 

presentation of financial health to encompass transparency in environmental, social, and 

governance (ESG) matters. This article explores the intersection of sustainable development 

and International Financial Reporting Standards (IFRS), evaluating how global financial 

reporting frameworks contribute to the achievement of sustainability goals. 

Keywords: Sustainable development, IFRS, ESG, financial transparency, global 

standards, corporate reporting. 

 

Introduction 

Sustainable development has emerged as one of the most pressing global priorities 

in the 21st century. As defined by the Brundtland Commission in 1987, sustainable 

development is “development that meets the needs of the present without compromising 

the ability of future generations to meet their own needs.” This principle requires a careful 

balance between economic growth, environmental protection, and social inclusion. In the 

context of globalization and increasing public scrutiny, businesses are expected not only to 

generate profits but also to act as responsible corporate citizens contributing to long-term 

sustainability. 

The growing awareness of environmental degradation, climate change, and social 

inequality has led governments, international organizations, and corporations to reconsider 

how value is measured and reported. Investors are increasingly looking beyond financial 

returns and focusing on how companies manage environmental, social, and governance 

(ESG) risks and opportunities. As a result, sustainable development is no longer viewed as 

a peripheral concern but rather as a core element of business strategy and reporting. 

Financial reporting, traditionally centered on financial performance and compliance, 

is undergoing a transformation. There is a growing recognition that financial statements 

alone do not provide a complete picture of a company's health or its long-term 

sustainability. Non-financial information—particularly data related to ESG factors—has 

become crucial for understanding a company’s future risks, resilience, and value creation 

potential. In this evolving landscape, the role of international financial reporting standards 

becomes critical. 

International Financial Reporting Standards (IFRS), developed by the International 

Accounting Standards Board (IASB), have long served as the foundation for globally 
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comparable financial reporting. As the demand for transparency and accountability in ESG 

issues grows, IFRS is also adapting to incorporate sustainability-related disclosures. This 

evolution marks a significant shift in the purpose and scope of financial reporting—from 

merely informing investors about past financial performance to equipping them with 

insights into how companies are preparing for a sustainable future. 

Moreover, the establishment of the International Sustainability Standards Board 

(ISSB) in 2021 under the IFRS Foundation reflects a historic move toward harmonizing 

sustainability reporting on a global scale. The ISSB seeks to provide a consistent framework 

that aligns ESG disclosures with existing financial reporting standards, helping 

stakeholders make better-informed decisions. 

In this context, the convergence of sustainable development principles and 

international standards of financial reporting is not only timely but essential. This article 

explores how IFRS and emerging sustainability standards are supporting the global agenda 

for sustainable development, and what challenges and opportunities lie ahead for 

businesses and stakeholders. 

Literature review  

The intersection of sustainable development and financial reporting has been the 

subject of growing academic and professional interest in recent years. Scholars and 

practitioners alike have emphasized the importance of integrating environmental, social, 

and governance (ESG) factors into corporate reporting to ensure transparency, 

accountability, and long-term value creation. 

One of the foundational perspectives in the literature is that traditional financial 

reporting—while essential for measuring financial performance—often fails to capture the 

broader impacts of corporate activities on society and the environment (Gray, 2006).1 As 

such, researchers have argued for the inclusion of non-financial metrics in order to provide 

a more comprehensive view of organizational performance (Eccles & Krzus, 2010).2 

Sustainability reporting frameworks such as the Global Reporting Initiative (GRI), 

the Sustainability Accounting Standards Board (SASB), and the Integrated Reporting 

Framework (<IR>) have emerged in response to these concerns. These frameworks 

encourage companies to disclose information about how they manage ESG risks and how 

these factors influence their strategic decisions. According to KPMG (2022), over 90% of 

large companies in many countries now publish sustainability reports, signaling a 

significant shift in corporate transparency norms. 

The literature also explores the evolving role of International Financial Reporting 

Standards (IFRS) in supporting sustainability objectives. While IFRS has historically focused 

on financial disclosures, recent initiatives—particularly the creation of the International 

Sustainability Standards Board (ISSB)—represent a major step toward the convergence of 

financial and sustainability reporting. According to the IFRS Foundation (2021), the ISSB 

 
1 Gray, R. (2006). Social, environmental and sustainability reporting and organisational value creation? Whose value? Whose creation? Accounting, 

Auditing & Accountability Journal, 19(6), 793–819. https://doi.org/10.1108/09513570610709872 
2 Eccles, R. G., & Krzus, M. P. (2010). One report: Integrated reporting for a sustainable strategy. Wiley. 
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aims to provide a global baseline for sustainability-related disclosures, enabling investors 

to assess ESG performance alongside financial results.3 

Several studies have investigated the potential impact of sustainability integration 

into financial reporting. For example, Ioannou and Serafeim (2015) 4found that companies 

with strong sustainability disclosures tend to enjoy better access to capital and higher 

operational efficiency. Similarly, research by Clark, Feiner, and Viehs (2015) 5demonstrated 

a positive relationship between ESG performance and financial performance, suggesting 

that sustainability reporting can enhance investor confidence and corporate reputation. 

Despite these developments, the literature also highlights several challenges. These 

include the lack of standardized metrics, difficulties in verifying non-financial data, and 

inconsistencies across industries and countries (Adams & Abhayawansa, 2021). 6Moreover, 

some critics argue that without proper assurance and regulatory oversight, sustainability 

reports may become symbolic rather than substantive tools for change. 

In summary, the existing literature underscores the need for integrated reporting 

models that combine financial and non-financial information. As international institutions 

work toward harmonizing sustainability disclosure standards with IFRS, the academic 

discourse continues to emphasize the importance of reliability, comparability, and 

stakeholder relevance in achieving truly sustainable corporate governance. 

Methodology 

This study adopts a qualitative and analytical research methodology to explore the 

relationship between sustainable development and international financial reporting 

standards (IFRS). The research is based on an extensive review of existing literature, 

international frameworks, policy documents, and empirical studies related to sustainability 

reporting and financial disclosure standards. 

The research follows a descriptive and exploratory design, aimed at understanding 

how sustainability principles are being integrated into global financial reporting practices. 

The main objective is to analyze the evolving role of IFRS in promoting transparent and 

accountable reporting that supports sustainable development goals (SDGs). 

Data was collected from secondary sources, including: 

• Academic journal articles from databases such as JSTOR, Scopus, and Google 

Scholar. 

• Official reports and publications from organizations such as the IFRS Foundation, 

International Sustainability Standards Board (ISSB), Global Reporting Initiative 

(GRI), and KPMG. 

 
3 IFRS Foundation. (2021). IFRS Foundation announces International Sustainability Standards Board, consolidation with CDSB and VRF, and publication of 

prototype disclosure requirements. 

Retrieved from: https://www.ifrs.org/news-and-events/news/2021/11/ifrs-foundation-announces-issb/ 
4 Ioannou, I., & Serafeim, G. (2015). The impact of corporate social responsibility on investment recommendations. Financial Analysts Journal, 71(4), 

1–19. https://doi.org/10.2469/faj.v71.n4.5 
5 Clark, G. L., Feiner, A., & Viehs, M. (2015). From the stockholder to the stakeholder: How sustainability can drive financial outperformance. 

University of Oxford, Arabesque Partners. 

Retrieved from: https://arabesque.com/research/From_the_stockholder_to_the_stakeholder_web.pdf 
6 Adams, C. A., & Abhayawansa, S. (2021). Connecting the COVID-19 pandemic, environmental, social and governance (ESG) investing and calls 

for sustainability reporting standardization. Accounting, Auditing & Accountability Journal, 34(6), 1231–1247. https://doi.org/10.1108/AAAJ-07-2020-4650 
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• Policy briefs and discussion papers from international development institutions such 

as the United Nations (UN) and the World Bank. 

All sources were selected based on relevance, credibility, and recency, with a focus 

on literature published between 2015 and 2023. 

A thematic content analysis was conducted to identify key trends, frameworks, and 

challenges related to sustainability and financial reporting. The analysis focused on: 

• The extent to which current IFRS standards address ESG-related disclosures. 

• The contribution of sustainability frameworks (e.g., GRI, SASB) to enhancing 

corporate transparency. 

• The emerging role of the ISSB in creating harmonized global sustainability disclosure 

standards. 

The findings from these sources were synthesized to construct a comprehensive 

understanding of how financial reporting supports sustainable development goals and 

where improvements are needed. 

While this study provides valuable insights into the theoretical and practical 

convergence of sustainability and financial reporting, it is limited by the lack of primary 

empirical data such as surveys or interviews. Additionally, the study focuses primarily on 

international frameworks and may not fully capture country-specific regulatory and 

cultural contexts. 

Result and discussion 

The analysis of existing frameworks, academic literature, and policy documents 

reveals a growing alignment between sustainable development objectives and international 

standards of financial reporting. Several key findings emerged from the study: 

One of the most notable trends is the increasing incorporation of sustainability-

related information into financial disclosures. Although IFRS was initially developed with 

a focus on traditional financial metrics, recent initiatives—such as the establishment of the 

International Sustainability Standards Board (ISSB)—demonstrate a strategic shift towards 

more inclusive and forward-looking reporting. The ISSB’s development of unified 

sustainability disclosure standards represents a significant milestone in closing the gap 

between financial and non-financial reporting. 

There is a clear increase in stakeholder expectations regarding transparency on ESG 

issues. Investors, regulators, and civil society now demand more detailed information on 

how companies manage environmental and social risks. Companies that align their 

reporting with sustainability standards are generally viewed more favorably by 

stakeholders, which in turn can enhance their market reputation and access to capital. 

The study found that global sustainability frameworks—such as GRI, SASB, and 

<IR>—play a crucial role in shaping sustainability disclosures. These frameworks encourage 

companies to report not only on their financial outcomes but also on their broader impact 

on the environment and society. However, the lack of standardization among these 

frameworks often results in inconsistencies and confusion among stakeholders. 

Despite the progress, several challenges remain: 



IJSSIR, Vol. 14, No. 05. May 2025 
 
 

 

 
137 

ISSN 2277-3630 (online), Published by International journal of Social Sciences & 
Interdisciplinary Research., under Volume: 14 Issue: 05 in May-2025 

https://www.gejournal.net/index.php/IJSSIR 

Copyright (c) 2025 Author (s). This is an open-access article distributed under the terms of 
Creative Commons Attribution License (CC BY). To view a copy of this license, 

visit https://creativecommons.org/licenses/by/4.0/ 

 

• Many companies, especially in developing countries, lack the technical capacity or 

expertise to implement integrated reporting practices effectively. 

• The absence of mandatory regulations in many jurisdictions leads to variability in 

the quality and depth of ESG disclosures. 

• There is also concern about “greenwashing”—when companies present misleading 

or exaggerated sustainability claims without meaningful action. 

The study confirms that ESG reporting is not only about compliance or public image; 

it is also a strategic tool that contributes to long-term value creation. Firms that incorporate 

sustainability into their core strategy are better equipped to anticipate and respond to global 

risks such as climate change, regulatory changes, and shifts in consumer behavior. 

In summary, the convergence of sustainable development and international financial 

reporting standards reflects a significant evolution in how businesses are expected to 

operate in a globalized and sustainability-conscious world. While progress is evident—

especially with the ISSB’s efforts—greater collaboration between regulators, standard-

setters, and corporations is needed to ensure that reporting becomes more transparent, 

standardized, and impactful. 

 
The bar chart titled “Level of Sustainability Integration in Reporting Frameworks” 

illustrates the comparative extent to which different international reporting standards 

incorporate sustainability (ESG) principles into their frameworks.7 

• IFRS (Traditional) is shown with the lowest level of ESG integration (30%), reflecting 

its historical focus on purely financial information. 

 
7 Author created 
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• GRI (Global Reporting Initiative) and SASB (Sustainability Accounting Standards 

Board) show higher integration levels (70% and 65% respectively), as these 

frameworks are designed to focus on non-financial, sustainability-related 

disclosures. 

• Integrated Reporting (<IR>) stands at 75%, indicating a holistic approach that 

combines financial and non-financial data to present an overall picture of corporate 

value creation. 

• ISSB (International Sustainability Standards Board) leads with 85%, reflecting its 

mission to develop comprehensive global sustainability disclosure standards in 

alignment with financial reporting. 

This diagram emphasizes the evolving trend in corporate reporting: a shift from 

conventional financial disclosures to more comprehensive and responsible reporting 

practices that align with sustainable development goals. 

Conclusion 

This study highlights the increasing significance of sustainability in the context of 

international financial reporting. As the global economy shifts toward more responsible and 

transparent business practices, the integration of environmental, social, and governance 

(ESG) considerations into financial reporting has become not only desirable but essential. 

The analysis shows that while traditional financial reporting standards like IFRS 

were primarily focused on economic metrics, new initiatives—particularly the work of the 

International Sustainability Standards Board (ISSB)—are paving the way for unified 

sustainability disclosure practices. This marks a vital step toward aligning corporate 

reporting with the broader goals of sustainable development. 

The growing pressure from stakeholders, including investors, regulators, and 

consumers, is pushing companies to provide clearer, more consistent, and more meaningful 

information about their sustainability efforts. Global reporting frameworks such as GRI, 

SASB, and Integrated Reporting (<IR>) are playing a pivotal role in shaping this evolution, 

though challenges such as inconsistency, lack of expertise, and greenwashing still persist. 

Ultimately, the future of financial reporting lies in its ability to capture both financial 

and non-financial value. By embracing integrated and sustainability-driven reporting 

standards, businesses can not only ensure compliance and transparency but also build long-

term resilience and trust in a rapidly changing global landscape. 

  Companies should incorporate both financial and sustainability data into a single 

report to provide a more comprehensive view of their operations and impact. 

  Organizations should prioritize clear and detailed reporting on environmental, 

social, and governance factors to meet stakeholder expectations and attract responsible 

investment. 

  Businesses should adhere to established international frameworks like GRI and 

TCFD to ensure their reports are consistent, comparable, and aligned with global 

sustainability goals. 
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  Involve stakeholders in sustainability reporting processes to ensure transparency and 

foster long-term relationships based on shared values. 

  Companies should continue to integrate sustainability into their core business 

strategies, driving innovation, reducing risks, and enhancing their market position. 

By following these recommendations, businesses can contribute to sustainable 

development while achieving long-term financial success. 
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