International Journal of Mathematical, Engineering and Management Sciences u@m
Vol. 5, No. 6, 1077-1090, 2020
https://doi.org/10.33889/IIMEMS.2020.5.6.082

Corporate Governance Quality, Stakeholders’ Pressure, and Sustainable
Development: An Integrated Approach

Akeel Almagtome
Faculty of Administration and Economics,
University of Kufa, Najaf, Iraq.
Corresponding author: akeelh.alhasnawi@uokufa.edu.iq

Maithm Khaghaany
Faculty of Administration and Economics,
University of Kufa, Najaf, Irag.
E-mail: maithmm.khaghaany@uokufa.edu.iq

Saime Once
Department of Business Administration,
Anadolu University, Eskisehir, Turkey.

E-mail: sonce@anadolu.edu.tr

(Received August 15, 2019; Accepted June 12, 2020)

Abstract

The goal of this paper is to explore the interrelated relationships between the quality of corporate governance,
Stakeholder’s pressure, and Sustainability Reporting. We claim that sustainable development strategies are the result of
the interaction of two variables: the standard of corporate governance and the pressure of stakeholders rather than the
outcome of a single variable. The results indicate that the company size and corporate governance rating are positively
correlated with sustainability reporting Scores disclosed by the Turkish companies. The analysis of 125 firm-year data
suggest that the company provides more SRS if it has a better corporate governance rating; or larger total assets. The
paper also reveals that social, environmental and economic indicators, as pillars of sustainable development, are not the
result of corporate governance practices or of stakeholder pressure alone, but represent a holistic reflection of the
accumulated effects of various factors related to both corporate governance practices and stakeholder theory. This paper
extends the work of Taskirmaz, and Gamze (2017) which examined the relationship between corporate governance and
corporate social responsibility. Our results increase understanding of sustainable practices of the circular economy in
Turkish industrial companies and indicate future trends for these applications. This research will help managers of
manufacturing companies in formulating their plans to maximize the use of available resources and improve efficiency
in the context of the circular economy.

Keywords- Circular economy, Corporate governance, stakeholder theory, Accounting system, Sustainability reporting.

1. Introduction

The words "circular economy" and "sustainability" are widely appealing to academia, business and
policy makers, but the similarities and distinctions between the two definitions remain ambiguous
(Geissdoerfer etal., 2017). Sustainability seeks to tackle ecological and cultural and social-economic
issues throughout the long-term. Generally, sustainability literature focusses primarily on
environmental issues, while more specifically, the Circular Economy was presented as one of the
most recent proposals for solving both environmental and economic problems. The goal of the
Circular Economy is to turn waste into capital and to bridge production and consumption activities;
however, there is still limited research focusing on these aspects (Witjes and Lozano, 2016).
Recently, the sustainable practices of circular economy have dominated everywhere in the world, it
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emerged as success element, both at the firm level and at the society as a whole. Gradually, the
sustainability issues start to get a special attention by a firm’s management and board of directors to
draw the firm’s plans and strategies. In this regard, the implementation of a sustainable development
approach requires the adoption of an appropriate corporate governance system in line with the
spreading of corporate governance values and principles.

In this context, Salvioni and Astori (2013) argue that legal and regulatory practices and social
responsibility are seen as prerequisites for sustainable development policy. At the same time, global
capital markets usually require firms in emerging countries to adopt a complex corporate governance
system that mimics leading practices in developed countries. Effective corporate governance leads
to the security of shareholders' interests and, as a result, encourages the recruitment of new investors
and reduces the cost of capital. Therefore, the quality of corporate governance procedures is a crucial
tool to convince the international investors and to decrease the cost of capital concurrently.
Moreover, the globalism in the context of capital markets enables the Turkish companies to attract
a large pool of foreign investors as well as gaining the trust of international financial institutions,
both in terms of financing and investment. Many multinational companies around the world have
begun to pursue sustainable production methods and ecological system in managing their activities
to address the ecological issues. Sustainable production polices and the ecological systems minimize
waste generation and use of energy and materials (Moktadir et al., 2018). On the other hand, most
successful companies throughout the world are currently adopting different versions of corporate
governance practices. Such companies are continually working to improve and sustain their
organizational systems in order to have a cohesive governance system capable of responding to the
needs of stakeholders. In addition, companies are looking for a typical system that promotes their
ability to deal with a complex business market and ensures a relevant environment for sustainable
development. Generally, the policies adopted that concentrate on the values of social responsibility,
equity and constructive relations between the organization and its shareholders influence the efficacy
of corporate governance practices (Salvioni and Astori, 2013). Corporate governance in firms has
generally been built on the principles of sustainability, which involve dissemination of information
on social responsibility and stakeholder interests in firm activities. This change in the structure of
corporate governance leads to significantimprovements in the nature of decision-making and control
functions. Due to the change in the information needs of decision making, the accountants need to
respond to this change by extending the range of information disclosures to include providing useful
sustainability information to stakeholders. Although Sustainable development is not a new concept,
it has become popular over recent years. It is known as a development that protects the well-being
of the current generation of human beings without harming the survival and living of future
generations (Almagtome et al., 2019). The sustainable development is a triple concept that stands
on the most essential pillars for society life, which include economic advancement, social equity,
and environmental protection. In this context, Boeva et al. (2017) investigate the effect of sustainable
development issues on the global supply chain by reviewing publicly available information on the
social responsibility and sustainable development concerns of major international organizations.
They indicate that under scarcity of economic resources the firms compete on a global economic
level to achieve sustainability in all aspects related to social, environmental, and economic issues.
In recent years, accounting literature has witnessed a shift towards activating the role of accounting
information in enhancing the corporate sustainability through taking a step forward to produce
information suitable to sustainability reporting practices. Although corporate governance practices
have received high attention in the last three decades, the variations in firm-level corporate
governance remain in the sustainability practices within the same country. Even though the
development of sustainable business models, strategic planning and the extension of corporate
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reporting to include non-financial information show clear progress, a strong commitment to
sustainability remains dubious in the long term.

This paper aims to explore the determinants of sustainability applications in the circular economy
by employing both corporate governance and stakeholder theory in explaining management
behavior. The study focuses on Turkey, a country with an emerging capital market that seeks to
attract foreign investors by adopting a clear strategy to sustainable development, corporate
governance, and transparency. Turkish companies are therefore increasingly moved to apply
corporate governance principles, sustainability reporting guidelines and other forms of disclosure.
Stakeholder Theory presents a framework to describe the role of the stakeholder in drawing up the
firm's reporting strategy and, as a result, the firm's disclosure strategy can be interpreted as a response
to pressure from external stakeholders (Almagtome, 2015). Thus, this paper examines the joint effect
of the quality of corporate governance and stakeholders’ pressure on sustainable development
practices in Turkish companies.

2. Literature Review

2.1 Quality of Corporate Governance and Sustainable

Corporate governance is designed to foster the investment environment and create a stable financial
state in capital markets through enhancing reliability, transparency, and accountability at the firm-
level. The corporate governance approach sets out the relationship between the various parties
involved and the company, including the management of the business, the shareholders and other
stakeholders. In order to maximize the stakeholder value, the board of directors should understand
the nature of social and environmental consequences emanated from firm’s operations. Further, the
firms could be considered as operating in society under a contract whereby they are allowed to utilize
society resources in their operations to produce products and services, without having an inherent
right to these resources (Siva et al., 2016). Following the numerous scandals of fraudulent activities
in financial reporting, corporate governance has become an international trend for many studies and
has gained growing attention in financial and accounting literature to improve transparency and
disclosure. In this context, Esty and Winston (2008) indicate that corporate governance seeks to
increase the capability of stakeholders to create value by utilization of opportunities and
management of risks related to environmental and social activities. In addition, the sustainability
performance also has a positive association with the quality of corporate governance. In addition,
De Villiers et al. (2011) states that there is a positive association between good environmental
reporting and shareholder wealth, and the important objective of corporate boards to adhere to good
environmental practices.

Regarding the sustainable practices of the circular economy, several studies have examined different
aspects of sustainable practices and its reflections on the operations management such as (Al-Wattar
et al., 2019; Ali et al., 2019; Kazimieras Zavadskas et al., 2019; Khaghaany et al., 2019; Kumar et
al., 2020a; Kumar et al., 2020b; Luthra et al., 2020; Mangla et al., 2020; Panda et al., 2020) contrasts
the efficiency of conventional and circular production processes across a number of measures. These
studies indicate that the incorporation of circular economy concepts into environmental management
could provide clear advantages from a sustainability point of view. In the same context, Sehnem et
al. (2019) demonstrate that there is a correlation between sustainable activities and the assumptions
of the circular economy. Schroeder et al. (2019) indicate that there is a strong relationship between
the practices of circular economy and goals of sustainable development, In particular, the goals of
(Safe drinking water), (Accessible and Clean Energy), (Respectable Employment and Job creation),
(Liable Use and Manufacturing) and (Childhood on Territory). Mangla et al. (2019) indicate that
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industrial organizations will work on the supply chain to handle the logistics and distribution
problems in order to reduce waste and mitigate financial losses and to take account of environmental
issues. Khan et al. (2020) have shown that using renewable energy in logistics not only increases
environmental sustainability but also create a better national image and offers better export prospects
in environmentally responsible countries to support a sustainable growth economy. Besides, some
researchers emphasize the quality of corporate governance and sustainability reporting. James-
Overheu and Cotter (2009) developed an index to measure the corporate governance derived from
governance indicators that rely on governance principles of the Australian Stock Exchange. They
indicate that both the quality of corporate governance and the disclosure of Sustainability are not
significantly correlated to the company's default risk assessed by lenders. In addition, Pinkse and
Kolk (2010) argue that firms require not only to be competitive, but also ethical, and that the ethical
aspects reflect the company's authorization to operate. This means that there is an increasing
divergence between the quality of corporate governance and the level of sustainability reporting. In
this sense, the Board of Directors aims to ensure that the company is able to draw on community
resources in its business operations by setting an organizational goal, plans and strategies that are
consistent with societal needs. The good quality of corporate governance will therefore make the
firm more socially and environmentally responsible and, in turn, more acceptable to stakeholders
compared to those with poor quality governance. Michelon and Parbonetti (2012) demonstrate that
understanding the impact of the composition of the board on sustainability reporting involves
resolving the conventional distinction between independent and internal directors. Moreover, Chan
et al. (2014) state that the firms that disclose more information on CSR have higher ratings of
corporate governance, large size, belong to sensitive industry, and have a high leverage percentage.
This result is consistent with prior research that suggests a positive association between quality of
corporate governance and CSR disclosures. The characteristics of corporate governance are
therefore a determinant of the level of sustainability reporting and reflect the firm's tendency to
support a sustainable development strategy.

Boeva et al. (2017) indicate that there is a worldwide trend to make changes in corporate governance
practices and the way by which the board of directors is managed due to the firm policy of
sustainable development. This implies that the development of corporate governance is seen as a
measure of the extent to which any company can support the national sustainable development
strategy. Turkey is one of the few countries that have adopted a measure for corporate governance
in a similar way to the regulations of corporate governance of other OECD countries. In 2005, the
Turkish Capital market board (CMB) issued principles of corporate governance to be a guideline for
Turkish companies. At the same time, the Istanbul Stock Exchange set up the Corporate Governance
Index (CGl). Although the adoption of CGl is still optional and 48 Turkish companies listed on the
Istanbul Stock Exchange are listed on that index in 2017, it is expected that the economic climate
will lead the rest of the companies to be included in the CGI. In Turkey, all listed companies will
declare and disclose whether or not they implement CGI and should document any new
implementation of the principles of corporate governance. The principles of Turkish corporate
governance are prepared in accordance with OECD principles (Esen et al., 2015). This includes four
main sections;

(i)  Shareholders, represents 25% of BIST score.

(i)  Disclosure and Transparency, represents 25% of CGI score.
(iii)  Stakeholders, represents 15% of CGI score.
(iv)  Board of directors, represents 35% of CGI score.
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The rating of corporate governance for each company is determined annually in accordance based
on the principles of corporate governance indicated above. The rating process is responsibility of
licensed rating agency, in Turkey SAHA is an official rating agency licensed by Turkish Markets
Board (CMB).

2.2 Stakeholders Pressure and Sustainability Reporting

Sustainable behavioral factors and change management systems receive worldwide attention to the
implementation of sustainable policies for the circular economic activities (Ahuja et al., 2019). The
companies in most countries of the world seek to disclose their activities and sustainable practices
through annual reports or sustainability reports and in a manner that reflects the eruption of various
factors in management behavior. In this context, stakeholder theory is seen as an effective theoretical
framework that explain the current and future trends in voluntary disclosure in accounting. It posits
that effective management of the firm’s relationship with its stakeholders is a crucial factor in the
firm's success. It also offers a necessary structure to explain the relationship between stakeholder
perceptions and the firm's reporting strategy, and the reporting strategy of the firm can be seen as
being affected by stakeholder pressures under this theory (Almagtome, 2015). On the other hand,
Stakeholder theory is seen as one of the essential topics in the field of social and environmental
accounting. Most literature that deals with this theory concentrates on a proposition that links success
of the firms with the effective management of firm-stakeholder relationships. Freeman (2010)
disseminated the idea of stakeholders to apply to the interrelationships between companies and
different groups of knowledge consumers, such as clients, shareholders, suppliers, society and the
community. The firm must manage its relations with these groups in a manner that serves the interests
of the firm and conveys a good image of its business activities in order to obtain the necessary
credibility to function within the organization.

Stakeholder theory suggests that there are various stakeholders have various needs and anticipations,
and accordingly the firms have several social contracts with different stakeholder groups.
Internationally, stakeholder theory has become an important research method in social and
environmental literature and is used as a way to determine and clarify why a business has
implemented such social and environmental reporting practices. It is also used as a framework to
identify the incentives and determinants of voluntary disclosure in both developing and developed
countries (Almagtome et al., 2017). In this context, Snider et al. (2003) indicate that stakeholder
theory is an appropriate framework to assess the corporate social responsibility of the companies.
Aras and Crowther (2008) indicate that sustainability policy and corporate governance are core
elements in the continuing operation of any firm, and that the firms pay an increasing attention to
implement the procedures related to corporate governance. Kocmanova et al. (2011) focus on the
integration of sustainability and corporate governance. They suggest that an efficient corporate
governance structure in the business and in the economy as a whole will help to increase the trust and
confidence needed to support the sustainability of the capital market. In the context of integration, the
incorporating of environmental, social, and economic aspects of the firm into the corporate
governance system constitutes a core element in drawing corporate strategy, and firm long-term goals.
Schaltegger et al. (2012) state that there are two reasons to link the stakeholder interests with
sustainability activities of the firm. The first is that the substantial feature of business activities is the
sustainability which is reflected by creating economic value by voluntary social, and environmental
activities. The second is that the value of creating sustainability activities for stakeholder groups will
lead to the creation of economic value through support for sustainable development efforts. The
common example about the correlation between value creation and stakeholder theory is that value
creation for stakeholders can be made through high quality products, creating new jobs, pay taxes, or
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in the form of benefits for financial institutions. In the sense of sustainability, this definition often
refers to the development of environmentally friendly goods that could allow employees to feel proud
of themselves within the business. By reducing the amounts of pollution, the firm can get qualified
and motivated workers and supportive local community.

Horisch et al. (2014) identify three challenges of stakeholder relationship management under
stakeholder theory, these challenges are;

»  Supporting the certain sustainability interests of stakeholders.
»  Creating mutual sustainability interests above certain interests, and
»  Supporting stakeholders to be intermediaries for environment and sustainable development.

In order to overcome these challenges, they suggest that three interrelated elements are regulation,
education and sustainability of value-added stakeholders. Klettner et al. (2014) empirically
investigate whether the corporate governance practices and corporate structures are used by
Australian companies to create, develop, and implement the corporate sustainability strategies. They
indicate that big listed Australian companies tend to integrate the sustainability activities within their
core business operations. They found evidence that leadership structure is designed to involve the
board of directors and senior management in sustainable development strategy and motivate them
through the financial rewards to monitor the implementation of sustainability strategies. Similarly,
Fernandez-Feijoo et al. (2014) found that the stakeholder pressure, including client, customers,
workers, and the environment is considered a determinant of the relevant level of transparency in
general and specifically sustainability reporting. They also show that firm’s transparency is
influenced by other determinants such as ownership type, firm size, and global economic region.
Ferrero et al. (2015) reveal that the diversity of the board can improve the firm’s construction of
vision and strategies in a way that encourage firms to apply a relevant sustainable development
approach in their business activities. Figure 1 shows the integrative relationship between the quality
of corporate governance and stakeholder pressure and their impact on sustainability practices in
industrial companies.

Corporate
Governanc e
Quality

Sustainability
- ‘ Practices

Stakeholder
pressures

* Firm Size

Figure 1. The relationship between quality of corporate governance and stakeholder pressure
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In addition, Taskirmaz and Gamze (2017) argue that the firms tend to improve their reputation by
adopting an effective corporate governance practice in alignment with the application of firm
sustainability. They also suggest that there is a positive association between a firm reputation and
both corporate governance and sustainability, and that there is harmony between corporate
sustainability, corporate governance and a strong reputation. It can therefore be concluded that there
is complementarity between the quality of corporate governance and the pressure on stakeholders to
promote sustainable development of circular economy applications. Figure 1 shows the relationship
between sustainability applications and the main study variables represented by the dimensions of
corporate governance quality and stakeholder pressure measured by the size of the company. This
study provides an opportunity for managers in industrial companies as well as investors to better
understand the nature of the environment in which they work and the future directions for sustainable
applications in Turkey. Moreover, the results of this study are expected to provide a guide for
sustainable development policy makers in developing countries, in particular in Turkey, in drawing
up sustainable development strategies in a manner that achieves the best possible results.

2.3 Hypothesis Development

To maximize the stakeholder's interest, the company should develop an awareness of the social and
environmental consequences of the company's operations, and ensure that the company responds to
the desires and opinions of those with whom it is in touch. Companies operating under a social
contract may use the resources of society to produce products, but they do not have an unalienable
right to use those sources. According to (Mathews, 1993), the cost-benefits rule should be taken into
account when discussing the firm’s right in society resources. In other words, the society will
legitimate the firm only when the resources gained from resources used by the firm exceed the costs
of these resources. According to Pinkse and Kolk (2010), there is an emerging overlap between
corporate social responsibility and the quality of corporate governance, with firms seeking not only
to increase profits but also to be ethical to operate within society. The Board of Directors, therefore,
sets operational objectives and strategies within the framework of the company's social contracts,
thereby ensuring the company's ability to continue and use the company's resources for production
activities. Therefore, the firm with good quality corporate governance would be more
environmentally responsible than other firms. Consequently, this leads to conclude that there should
be a positive correlation between sustainability reporting and corporate governance quality. Based
on stakeholder theory, this paper examines the following hypotheses:

H1- There is a positive relationship between sustainable development and quality of corporate
governance.

A number of studies have been conducted in the last year suggesting a positive relationship between
company size and social responsibility information, such as (Haniffa and Cooke, 2005; Once and
Almagtome, 2014; Once and Almagtome, 2015). Such research found that larger firms are under
greater pressure from the general public to provide reports of social responsibility compared to other
firms, requiring these firms to respond to social, environmental and economic problems.

H2- There is a positive relationship between sustainable development and firm size.
In the same context, Tinker and Niemark (1987) indicate that community members became more
aware of the adverse effects of business activities resulting from business development activities, so

that legitimate constraints could force firms to react to environmental, social and economic concerns.
The third hypothesis examines our main model which assumes that the sustainable development is
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an outcome of the interaction of different factors including, the corporate governance requirements
and stakeholders’ pressure together. The following multi-regression mode has been introduced to
assess the mutual effect of both: the quality of corporate governance and the pressure of stakeholders
on sustainable development in Turkey:

Y=a + Blx1 + B2x2 + ¢ (1)
where:
Y = dependent variable: sustainable development, it is proxied by sustainability reporting scores
(SRS).

o = it is a constant

B1 1o 2 = regression coefficients of the variables x1 to x2 respectively.

x1 to X2 = independent variables; quality of corporate governance (CGS), and stakeholders’ pressure
(measured by firm size) (FSZ) respectively.

&= error term

The following hypothesis is therefore generated for the multiple regression model:

H3- There is a positive relationship between sustainable development (SRS) and the quality of
corporate governance (CGS), and Stakeholders’ pressure (FSZ).

3. Data and Method

This paper adopts a quantitative and qualitative approach, a content analysis method, and explains
sustainability reporting in a number of dimensions, including cultural, environmental and social
dimensions. It also represents the consistency of corporate governance in a variety of areas, including
shareholders, accountability and transparency, stakeholders and the Board of Directors. The study
was conducted on the basis of an analysis of all annual reports, which are available for public
consultation and cover the period from 2015 to 2017. The study examines the relationship between
sustainable development (SD) as a dependent variable and both of the quality of corporate (CGQ)
and firm size (as a proxy of stakeholder pressure) as an independent variable. The original sample
comprises of 153 firm-year pairs of observations that cover the financial information of 48 Turkish
companies indexed to BIST corporate governance by the end of 2017. Following the elimination of
missing data from the sample, 125 firm-year observations were found. The analysis of the content
used to evaluate the level of sustainable development reported by the sample companies utilizing a
rating system relies on the global reporting initiatives. The Sustainable Development Index consists
of 79 items that measure the economic, social and environmental components of sustainable
development (GRI, 2006). The scoring system for every sustainability performance measure recorded
by the firm is based on a score ranging from 0 to 1. The information included in this analysis was
taken from two key sources, the first being the sample companies' annual reports and the second being
the corporate governance reports reported by the Turkish corporate governance organization SAHA.
In order to measure the level of pressure on the stakeholder, the total assets of the company were used
to be a proxy, as previous research suggests that the pressure on the stakeholder rises with the increase
in firm size (Fernandez-Feijoo et al., 2014).
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Table 1. Descriptive statistics

oD

Variables N Minimum Maximum Mean Std. Deviation
SRS 125 3.00 66.00 30..0160 14.90615
ECO 125 1.00 13.00 5.3920 2.40596
SOoC 125 1.00 25.00 10.7040 6.01346
ENV 125 1.00 32.00 13.9200 7.27745
CGV 125 6.91 9.63 9.1848 44062

SHAR 125 4.43 9.76 9.0985 .61460
DISC 125 7.56 9.86 9.4218 41651
STACK 125 6.42 9.95 9.4439 .59858
BOARD 125 5.71 9.65 8.9676 .58315
FSIz 125 13.74 63537.00 8548.4063 12998.44352
Valid N (list wise) 125

The key descriptive statistics of the variables considered in the empirical model are given in Table
1. The mean of sustainable development (as the dependent variable) was 30.02, while the means of
sustainable development components were 5.39, 10.70, and 13.92 respectively; economic, social,
and environmental aspects. The level of corporate governance (as an independent variable) was 9.18,
while the metrics for corporate governance elements were 9.10, 9.42, 9.44, and 8.97 respectively;
shareholders, transparency, stakeholders, and board of directors. Finally, the mean of stakeholder
pressure as an independent variable (measured by firm size) was 8,548 Million TL.

4. Results

The findings in Table 2 reveal the correlation coefficients between the CGV and the FSIZ as
independent variables and the SRS as dependent variables. The results of the Pearson Hypothesis
1 correlation as shown in Table 2 show a strong correlation between the SRS for sustainable
development and the consistency of the CGV corporate governance. This implies support for
hypothesis 1 which suggests that there is a positive relationship between sustainable development
and corporate governance efficiency, r (125) = .592, p<.05. The results in Table 2 also suggest a
positive association (measured by total assets) between sustainable development and stakeholder
pressure. This finding supports hypothesis 2, which states that the relationship between sustainable
development and firm size is positive, r (125) =.753, p <. 05.

Table 2. Pearson correlation matrix

Correlations
SRS CGV FSlZz
Pearson Correlation 1 .592** 753**
Sig. (2-tailed) .000 .000
SRS N 125 125 125
Pearson Correlation 592** 1 244%*
Sig. (2-tailed) .000 .006
CGV N 125 125 125
Pearson Correlation 753** 244%* 1
Sig. (2-tailed) .000 .006
FSIZ N 125 125 125
**, Correlation is significant at the 0.01 level (2-tailed).

As stated earlier, this indicates an integrated model for understanding the inclination of Turkish
companies towards sustainable development activities. The suggested model integrates two main
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variables are the quality of corporate governance and stakeholder pressure (measured by firm size).
Thus, the multiple regression model of this was designed to reflect the joint impact of the two
variables. Table 3 summarizes the results of the regression model.

Table 3. Summary of regression model

Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 .863a 745 741 7.59222
a. Predictors: (Constant), FSI1Z, CGV

The R2 result in table 3 is 0.74, so the result means that the independent variables (FSIZ, CGV)
will jointly explain 74 percent of the variance in the dependent variable (SRS). This indicates that
the Turkish companies provide disclosure on sustainable development as a response to both of
stakeholder pressure and corporate governance requirements.

Table 4. ANOVA results

ANOVAa
Model Sum of Squares df Mean Square F Sig.
1 | Regression 20519.666 2 10259.833 177.993 .000b
Residual 7032.302 122 57.642
Total 27551.968 124
a. Dependent Variable: SRS
b. Predictors: (Constant), FS1Z, CGV

Table 5. Regression coefficients of the model

Coefficients a
Model Unstandardized Coefficients Standardized Coefficients t Sig.
B | Std.Error Beta
1 | (Constant) -111.185 14.565 -7.633 .000
CGV 14.682 1.596 434 9.202 .000
FSIZ .001 .000 .647 13.727 .000
a. Dependent Variable: SRS

The findings in Tables 3, 4 and 5 suggest support for hypothesis 3, that indicates that there is a
correlation between Sustainable Development (SRS) and Corporate Governance score (CGS) and
Pressure of Stakeholders (FSZ), F (2,122) = 177,993, p<.05, where F (177,993) is higher than the
crucial F (24,06). Overall, statistical analysis findings suggest that the SRS for Sustainable
Development is not driven by a single variable, but reflects an outcome of interaction between
corporate governance criteria and stakeholder external pressures. Thus, in order to achieve the
sustainable development strategy in Turkey, it is necessary to concentrate on supporting corporate
governance procedures and increase the social scrutiny on the companies.
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5. Discussion and Conclusions

This paper suggests an integrated approach to examine the relationship between quality of corporate
governance, stakeholder pressure and sustainable development activities. This approach incorporates
the effects of two internal and external factors on the main components of sustainable development
(social, environmental and economic). The internal factors are the components of the corporate
governance index (stakeholder, stockholders, transparency and disclosure, and board of director), and
the external factors represent stakeholder pressures. Sustainability reporting is a metric for sustainable
development, while the quality of corporate governance is measured by corporate governance rating
scores and stakeholder pressure is measured by total assets. The study adopts the quantitative method
using the financial data extracted from the financial reports and corporate governance reports of 51
Turkish companies listed on Istanbul Stock Exchange for the period between 2015-2017. A multiple
regression model has been developed to achieve the objectives of the analysis. The results show that
there is a positive correlation between sustainable development and the quality of corporate
governance practices, and companies with a high corporate governance record tend to disclose more
economic, social and environmental information.

The results also indicate that there is a positive correlation between the sustainable development and
stakeholder pressure (measured by firm size), and the big companies tend to disclose more economic,
social, and environmental information. The results also show that sustainable development is
influenced by internal and external factors: corporate governance procedures adopted by the
companies and the pressure applied by different groups of stakeholders. Management of Stakeholder
Relations received considerable attention from firms operating in efficient capital markets,
particularly in those countries with environmental-oriented economies, as firms are faced with a
significant change in the extent of the complexity of these relationships. Therefore, the alignment of
the three pillars of sustainability, cultural, social and environmental objectives would lead to a shift
in the vision of disclosure management and transparency as a whole. This could be accomplished by
highlighting the connection between environmental, social and economic responsibilities which lead
to the fulfillment of stakeholder expectations. This concept is mainly influenced by both sustainability
and stakeholder theory. Stakeholder value development relies on the company's performance in
sustainability management activities, and therefore sustainability reporting rates are used as a metric
for assessing this performance. This study provides a new insight into firm-level differences in
sustainability reporting practices and provides a better understanding of the relationship between
sustainable development and the company's internal and external environment. The findings
indirectly inspire regulators to support the company's sustainable development activities.

The main contribution of this study is to identify the determinants of sustainable development of the
circular economy in Turkey by offering a scientific explanation based on two main pillars: the quality
of corporate governance and the theory of stakeholders. We introduced an integrated approach to
evaluating current and future developments in sustainability practices in Turkish businesses, which
offers a more appropriate understanding of sustainable applications through which such applications
can be improved in the future. The results show that awareness of the determinants of sustainable
applications of the circular economy is essential for improving the effectiveness of sustainable
development policies and thus for improving sustainable manufacturing applications in
manufacturing companies in Turkey. Governments must therefore prioritize the improvement of
corporate governance standards, as well as the focus on small and medium-sized enterprises to be
incorporated into national sustainable development strategies. This study will also assist company
managers in formulating strategies to optimize the use of available resources and to reduce waste in
the context of the circular economy.
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