Environment and Social Psychology (2025) Volume 10 Issue 11 ISSN: 2424-8975 (O)
doi: 10.59429/esp.v10i11.3974 2424-7979 (P)

RESEARCH ARTICLE

Corporate Governance and Legal Compliance as Psychological
Drivers of Environmental Awareness and Sustainable Behavior

Haider Abdulkareem Alobaidi', Khalis Kadhim? Ali Abdul-Jabbar Raheem?, Jaafer Kadhem Jasim*, Waleed
NassarS, Dmytro Khlaponin®*

! Al-Turath University, Baghdad 10013, Iraq

2 Al-Mansour University College, Baghdad 10067, Iraq

3 Al-Mamoon University College, Baghdad 10012, Iraq

4 Al-Rafidain University College, Baghdad 10064, Iraq

> Madenat Alelem University College, Baghdad 10006, Iraq

" Kyiv National University of Construction and Architecture, Kyiv 03037, Ukraine

* Corresponding author: Dmytro Khlaponin, khlaponin dy@knuba.edu.ua

ABSTRACT

Corporate governance has emerged as a decisive factor in advancing sustainability, particularly as regulatory
frameworks increasingly require organizations to demonstrate measurable reductions in environmental impacts. While
governance has traditionally been examined through the lenses of compliance and reporting, this study emphasizes its
additional role as a behavioral framework that shapes attitudes, perceptions, and identities within organizations and
stakeholder networks. Using the organizational identification theory, social norms theory, and legitimacy theory, this
analysis examines how the governance structures contribute to employees' sense of belonging to sustainability
objectives, how regulations are internalized as behavioral norms, and how fairness and transparency lead to trust and
voluntary cooperation.

To test this two-fold role, in five corporations a multidimensional approach was made to incorporate composite
indices related to governance performance (GPI), compliance effectiveness (CER), sustainability outcomes (SPS),
stakeholder engagement (EII), and risk adaptability (RAC). The data set consisted over 120 environmental indicators
that are in terms of emissions, energy-efficiency, waste management, and water use. The results suggest that companies
with a GPI score of higher than 0.80 had an average of 25 percent cutback carbon emissions, 18 percent elevated water
efficiency and 22 percent utilized renewable energy than firms with a score of 0.65 and below. And the findings suggest
that those firms that rank high in EII values have up to 30 percent higher levels of stakeholder satisfaction, and those
that score high in RAC score ranked quicker by 40 percent in adjusting to compliance demands.

The paper has concluded that governance can reach its transformative potential provided legal accountability is
complemented with psychological participation to enable corporations to translate into compliance with the legal
requirements into long-term ecological conduct and to play a major role in Sustainable Development Goals.
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1. Introduction

One of the notable features of sustainable development is the environmental governance, in which
strategies of the companies have been balanced in line with the climate forecast and reduction of pollution.
At the same time, the understanding of these governance frameworks can either support or undermine
psychological processes, such as environmental awareness, identification with sustainability goals, and pro-
environmental behavior-have been put in the spotlight in describing why some organizations can be more
sustainable than others >3],

Recent advances in climate-governance research further emphasize that environmental outcomes
increasingly depend on the predictive capacity of governance systems to anticipate ecological variability and
align institutional decisions with climate-sensitive indicators [!],

The world has learned to value over the past decades that sustainable development is the path to
intergenerational prosperity and to social justice, yet it is also a phenomenon, which is based on
environmental monitoring, resource efficiency and climate change mitigation!!!. The 2015 adoption of the
United Nations Sustainable Development Goals (SDGs) can be seen as a reflection of such recognition in
this respect with a global platform in addressing the most salient issues in this respect in combating poverty,
inequality, climate change and environmental degradation. However, attainment of these goals does not
solely involve structural governance, but more involves the extent to which organizations can facilitate
psychological devotion of workforce and stakeholders to provide practices coherent with sustainability
necessities * °. Among others, SDGs 6 (Clean Water and Sanitation), 12 (Responsible Consumption and
Production), and 13 (Climate Action) in specific are specifically applicable to the environmental governance
of corporations. Scholars also note that effective global governance mechanisms remain critical for
harmonizing these corporate efforts with international sustainability priorities, particularly in regions where
environmental governance is fragmented or unevenly enforced [,

The governance of the corporations has always been associated with the connotation of the efficiency,
transparency and accountability in the business practice. However, in the recent years, there has been an
increasing trend in which the governance structures have become more and more environmentally
responsible in the scope of their duties, hence the gap between corporate accountability and environmental

461, Notably, such structures also influence the behavioral and psychological

protection has been narrowed
dynamics of the experience: the feeling of justice and legitimacy among staff increases due to openness and
involvement in the decision-making process, which further enhances the motivation to contribute to
ecological activities 81, The structures of governance are likely to be oriented towards the establishment of
balances between the interests of numerous different stakeholders in that: shareholders, management,
employees, customers, suppliers, the general community!’!. It is significant to extend this balance to the
psychological component of stakeholder trust and engagement as the perception of legitimacy and
equitability can serve as a potent predictor of cooperation with corporate sustainability programs 1. This
balancing exercise is now applied to environmental stakeholders and ecological effects, in line with the
increased significance of ESG disclosure and sustainability reporting in the global corporate practice ' %,
Nonetheless, ESG disclosure is not a mere compliance technical exercise, but it influences cognitions of
stakeholders, which further determine the perceived credibility in the communities, and how the employees

internalize values of environmental issues ['!> 121,

The SDGs offers a roadmap of how to deal with the most pressing problems on the planet and
businesses are increasingly coming under increased scrutiny to implement governance practices in their
support®. Indicators of environmental performance (reduction of emissions, minimization of wastes, the use
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of renewable energies, water conservation, etc.) have turned out to be the key metrics to the centralization of
this process 121, The recent studies would testify that both the corporate legitimacy and the environmental
performance outcomes are influenced positively by the incorporation of the ESG principles into the

governance systems [7-8 11,

Corporate engagement with the SDGs is increasingly shaped by legal obligations under international
and domestic regulatory frameworks. Yet, compliance alone is insufficient unless it translates into
psychological readiness and behavioral change within organizations, where governance mechanisms

13, 14 Research in

cultivate motivation, social norms, and perceived responsibility to act sustainably [
environmental psychology shows that individuals are more likely to adopt sustainable practices when
organizational rules are internalized as social norms and connected to personal identity 3!, This indicates
that legal obligations serve not just as external constraints but also as cognitive and motivational triggers that
shape pro-environmental behavior within corporations. In many jurisdictions, governments have issued
regulations and reporting standards designed to encourage, or mandate, corporate action on sustainability.
Environmental law, compliance risk management, and ESG regulations now require measurable reductions
in pollution, carbon emissions, and resource use [> > 16 These legal obligations provide a predictable
framework for corporate sustainability, while also reducing the risk of regulatory penalties !'7). This interplay
between hard-law obligations and soft-law voluntary commitments is now recognized as a foundational

factor in organizations’ ability to manage global environmental risks and food-security challenges.

However, when predictability in regulation is combined with predictability of human response,
employees and stakeholders will interpret compliance structures based on the meaning of fairness, legitimacy
and trust [ %, Without these psychological foundations regardless of the strength of its legal apparatuses,
nothing substantial as regards interaction of behavior can be achieved. This has been supported empirically
where organizations which actively bridge the two have performed better in respect of environmental
performance and confidence of stakeholders!> ¢,

Moreover, it must also be future-oriented so that the company governance will repeat the law and SDGs.
Businesses that keep ahead of their time are staying sustainable as industries are being tailored down to suit
the demands of evolving society and successful future; those businesses adapting to the laws and trends
remain viable. The forms of governance assist companies to estimate the risk and offer transparency and
viable strategies that can ensure their success over time. Open organizational governance will provoke the
sense of attachment and responsibility of employees, motivate them to think of sustainability as a group goal,
rather than a management proclamation® ', Governance therefore assists in this sense in cultivating
environmentally responsible behavior at the structural compliance level and at a psychological ownership
level. They are also crucial in propelling new products, services and processes that will help SDGs to move
forward, Corporate governance is not simply a means of minimizing risk and liability in the legal sense but
can also be a competitive advantage when addressing the demanding environment of sustainability!!.

The industries are not just transforming as a result of the requirements enforced by the transforming
societies, but also as a result of the rising rate of climate risk governance and environmental law. The rate of
implementation of such changes will depend heavily on the influences of attitudinal changes - corporate
leadership and employees who perceive a sustainability challenge as an innovation opportunity would be
most motivated to effect change " ). This psychological agility and power are required to transform
regulatory burden into shared environmental action. The need implies urgent compliance measures, and it

might result in flexible sustainability approaches under the conditions of climate changes ['* ¥, Governance



Environment and Social Psychology | doi: 10.59429/esp.v10i11.3974

systems, however, are required to not only control compliance and risk management, but also to facilitate
ecologically inventive solutions and drive through with the SDGs.

This article contributes to the literature by integrating governance structures, legal compliance
mechanisms, and psychological theories into a unified empirical model. It advances ESG scholarship by
demonstrating how fairness, legitimacy, and identification mediate the relationship between governance
indices and environmental outcomes. Furthermore, by constructing five composite indices and linking them
to 120 environmental indicators, the study extends previous disclosure-oriented research toward outcome-
based sustainability measurement.

1.1. The aim of the article

This article aims to explore the nature of corporate governance and legal requirements as a regulatory
tool, and tool of psychological commitment and pro-environmental behavior. Although the governance
models have been viewed as a prism of compliance, accountability and transparency, they may actually be
transformational in that they can shape attitudes, mind-sets and behavior between, among or between and
among stakeholders in an organization. In the crossroad of political regimes, environmental law and
behavioral patterns, this paper tries to offer a unified perspective so as to reflect on how organizations could
be more aligned with what is being offered by the Sustainable Development Goals.

Specifically, the article aims to demonstrate how enabling governance practices based on legal
regulations can ensure that employees are increasingly more likely to experience that they are part of
sustainability efforts, in such a way that a positive shared responsibility and moral lift of sustainable behavior
become visible between various staff ranks within an organization. Meanwhile, it demonstrates how
responsibility and decision making instill transparency and participation, and improved trustworthiness with
external stakeholders, as improving the social acceptance of CSR projects. In this view It is presumed that
corporate governance is a form of juridical subject coupled with a form of behavior that instills mental
preparedness and strength to environmental demands.

The article aims to achieve an instantiated multi-dimensional model between the three fields of law,
governance and psychology and how the combination of these can achieve ecological innovativeness and
higher rates of compliance and entrench the aspect of sustainability in a major structural cultural value. It is
through the expression of this combined vision that the study hopes to present to the leadership of the
corporations and the government, and the study of law, devices that can be employed to aid in the transition
of the governance systems to become not only legally but also environmentally effective and even in the
context of legal and psychological interests, engaging.

1.2. Problem statement

Although the issue of sustainability gains strategic significance due to heightened awareness, one of the
indicators is the absence of correlation between the governance structures, legal compliance and
psychological involvement by participants within the organization. Sustainable reporting and compliance
processes are practiced by many companies and are often superficial or symbolic with no tangible difference
in behavior either within the ranks or within the societies. Corporate sustainability initiatives can be merely
surface deep and sporadic unless they recognize the psychology of governance how legitimacy, fairess and
responsibility are perceived.

But there are also the issue of the unequal nature and the rapid change in environmental laws in different
jurisdictions. Firms cannot adapt their governance strategies to a new legal environment and hence the output
of sustainability is not steady where there is vast disparity between policy intention and ecological reality in

4



Environment and Social Psychology | doi: 10.59429/esp.v10i11.3974

most instances. Unregulated conditions in this sphere compromise the comparability of performance across
and within sectors and regions, not to mention it causes confusion to institutions that would like to
incorporate sustainability in their long-term strategies.

No less real is the challenge of the behavioral deficit, i.e. inability of the organizations to satisfy the
requirements in the environmental sense when they fail to offer the employee motivation and confidence in
stakeholders or ecology of responsibleness. Devoid of psychological preparedness, however, compliance
risks are just a box-ticking affair and not a sustainability driver. The outcome of this amplified disconnect is
low implementation levels, opposition to change and few effects on environmental outcomes.

The basic question that the paper will answer is therefore twofold; how can it be structured in a way that
it complies with the law in a logical manner and on the other hand, how can it initiate the psychological and
behavioural dynamics that is required to make environmental performance sustainable? This gulf should be
closed by substituting a model of compliance based on legalism with one that promotes accountability and
shared responsibility, transforming sustainability goals into shared behavioral standards.

2. Literature review

Corporate governance has emerged as an important tool in the latter decades to encourage transparency,
accountability and responsibility of corporations to their stakeholders in the broader sense. The role of these
mechanisms of governance in relation to a sense of fairness and legitimacy, psychological variables that
motivate willingness to participate in sustainability practices have also been discussed in recent researches [*
4. Growing evidence indicates that well-designed corporate governance systems not only institutionalize
accountability but also reinforce employee labor rights and workplace sustainability values, thereby linking
governance structures to behavioral and social outcomes within firms. Traditionally, the models of
governance were concerned with monitoring finance, shareholder value and risk. This new perspectives
demands that sustainability be incorporated in governance and that responsibility be incorporated by the
corporate sector to act in the environmental sphere and social sphere in addition to the economic sphere [,

Recent research demonstrates too that governance is no longer being limited to the performance of
organization, but is now being associated with ecological performance such as a decrease in emissions and
climate risks mitigation B, Simultaneously, the behavioral aspect of governance is also prioritized, as
research has shown that sustainability outcomes of organizations tend to depend on the environmental
awareness of employees, stakeholder trust and the internalization of organizational values 1 ®l. Businesses
are being pressured to prove that their governance frameworks result in quantifiable environmental
performance and not symbolic undertakings '],

Among the most important sources of research is that of the role played by the governance systems that
promote environmental, social governance (ESG) standards Academics have discussed the relationship
between board structure, executive pay and shareholder involvement in corporate sustainability development.
It is also demonstrated that these structures are effective in part because they exert an impact on
psychological perception of inclusivity and fairness that enhances trust and promotes further commitment to
ecological goals !> 1% It has been discovered that when the boards are diverse with autonomy, there is a
probability of making well-balanced decisions and long-term oriented ones that links the company strategy
with wider implications in the society. New ESG governance models increasingly require organizations to
balance paradoxical goals—financial competitiveness, ethical conduct, and long-term sustainability, through
integrated decision systems capable of resolving these tensions . The executive compensation systems
whereby compensation increases as the capacity to satisfy the sustainability goals has also been found to
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facilitate a more serious attitude towards environmental stewardship and social responsibility. The evidence
presented shows that the current governance systems within organizations may assume determining roles in
their abilities to make contributions to the goals of sustainable development!'”, Complementary studies also
underscore that governance mechanisms specifically tailored for sustainability, such as ESG committees or
board-level climate oversight, significantly strengthen corporate sustainability performance "2,

Other researchers also put emphasis on the issue of harmonizing the ESG frameworks and
environmental reporting guidelines, whereby there appear to be discrepancies in the quality of disclosure and
the ecological impact measurement!®, It is associated with the fact that stakeholders tend to evaluate the
credibility based not only on data but perceived authenticity and organizational culture and psychological
engagement has been identified as the central factor in the way to reconcile reporting and real environmental
outcomes . In one instance, reporting on carbon emissions and water use efficiency has weak consistency
which makes it difficult to the regulators and stakeholders to evaluate the actual performance in the
environment!®, Long-term studies of water-resource governance further show that sustained stakeholder
involvement improves institutional legitimacy and environmental outcomes, reinforcing the role of dialogue-
based governance systems .

A second category of research discusses the interaction between governance and legal limitations.
Regulatory systems have also been a specific tool of corporate action, and have become increasingly

(201 Comparative

aggressive, with reporting and compliance to sustainability standards being mandatory
analyses of regulatory compliance frameworks further demonstrate that industries operating under stringent
legal regimes—such as the USFDA system—tend to institutionalize more robust compliance cultures, where
procedural transparency and auditability significantly enhance long-term environmental governance
outcomes !'®, However, scholars note that the compliance of employees is only demonstrated in an event
where they believe regulations to be just and linked to shared values, which proves that psychological
preparedness has served as the mediator between the law and organizational behavior!* 4. Evidence from
diverse organizational settings also suggests that ethical leadership and workforce diversity significantly
enhance the credibility of sustainability reporting and support a broader cultural acceptance of ESG
principles ['%. Corporate governance systems that can meet these legal imperatives can provide a system that
is intrinsically both legally compliant and geared towards providing a proactive delivery of a sustainable
outcome. The proliferation of compliance-oriented governance models across multiple jurisdictions

illustrates the increasing strategic importance of legal adherence in shaping firms’ sustainability trajectories
[13-16]

The degree to which legal requirements inform the practices of governance has also been investigated
and broadly, it has been determined that the firms that anticipate and actively institute systems that are
relevant to governance practices in their structures before the changing legal environment are the ones that
are better positioned both in the environment and social performance. This results in the element of
governance as a liaison during regulatory compliance and sustainability!'*!. Similarly, empirical research on
firms in the Gulf region demonstrates that sustainable governance structures contribute directly to improved

firm-value efficiency and long-term competitiveness !,

The environmental law aspect, in particular, is the most topical, as, according to the scholars, the
adoption of laws dealing with controlling the pollution, the adherence to using renewable energy resources,
as well as the protection of biodiversity, lead to measurable modifications in the institutionalization of the
SDGs outcomes?!!. Moreover, the hybridization of multilevel legal systems and corporate governance will
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provide companies with the opportunity to address the global environmental issues such as food insecurity
and water shortage!!”,

Getting deeper than the regulatory aspect of the issue, the scholars also worked on strategic
opportunities of instilling the concept of sustainability to the governance systems. Thus, researchers have
fought this - with a good governance structure in place, sustainability companies are at an advantage in being
viewed in a better light, developing trust at the investor level and the stakeholder level. In addition, the
companies, which consider ESG, have more chances to manage the threat of the environmental and social
problems, which may assign them with the competitive advantage in their domains. The reason why
sustainability seems to be increasingly becoming a part of good corporate governance and one of the pillars
of a sustainable future of business is one such strategic advantage 1.

It has also been observed that governance mechanisms configurations vary across regions and industries
producing different sustainability effects depending on environmental priorities!'. Evidence from primary-
sector companies similarly shows that organizations achieving governance excellence at the board and
managerial levels outperform peers in ESG performance and environmental stewardship, emphasizing that
governance quality remains a decisive predictor of sustainability outcomes across industrial contexts [,
Such variation can also be a sign of cultural and psychological deviation in interpretation of governance
signals by stakeholders which act to either accept or reject sustainability practices or normalize them ). For
instance, firms in emerging markets that align governance with climate resilience strategies tend to

demonstrate stronger performance in areas like energy efficiency and resource conservation 1],

This literature demonstrates that corporate governance is a cornerstone for sustainable development.
Organizations can meet legal obligations while making a meaningful contribution to global sustainability
goals by aligning governance structures with legal obligations, providing a governance incentive in the form
of sustainability performance, and adopting a long-term strategic framework.

The review collectively underscores the need for integrated governance—law frameworks that do not
only ensure accountability and transparency but also directly support environmental monitoring, carbon

[12.23] Crucially, scholars

neutrality, and pollution reduction as essential conditions for achieving the SDGs
point out that the effectiveness of such frameworks depends on their ability to foster psychological
engagement, whereby employees and stakeholders perceive sustainability as legitimate, achievable, and part

of their collective identity ©°!.

3. Materials and methods

The study methodology uses a systemic, empirical, multivariate perspective to the analysis of the
interdependencies of corporate governance structures-the mechanisms for regulatory compliance,
sustainability strategies and stakeholder engagement and adaptive risk management practices in aligning
with the SDGs. In addition, the framework considers how these governance mechanisms shape psychological
processes such as organizational identification, motivation, and perceived legitimacy, thereby linking
institutional practices with behavioral outcomes [*!. The methodology is based on comparative institutional
theory and dynamic governance modeling ™ ¢! and implemented on a hybrid framework of composite
indices, multi-layered functions, and dimensional reduction analysis to structure firm-level data collection,
standardization, and validation.

In order to align with environmental science objectives, the methodology integrates ecological
performance indicators such as carbon emission reduction, water conservation, waste minimization,
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renewable energy adoption, and energy efficiency, ensuring that corporate governance is explicitly linked to

quantifiable environmental outcomes - #I,

Mgclosure, (ii)

multi-sector representation, (iii) accessibility of data: AlphaCorp, BetaGroup, GammaTech, Deltalndustries,

Five corporations were chosen as the analytical sample based on (i) maturity of ESG di

and EpsilonHoldings. Data collection took 6 months and was triangulated using structured surveys, semi-
structured interviews, publicly available corporate filings, and internal sustainability reports [% 16 22 24],
Environmental performance data were prioritized, including emission reports, resource utilization statistics,

and renewable energy integration metrics [ ',

All five corporations operate within the same national regulatory context, the Republic of Iraq, ensuring
uniformity in ESG reporting obligations, pollution control laws, and environmental disclosure requirements.
The sample includes diversified sectors—industrial processing, ICT services, financial operations,
manufacturing, and logistics. None of the firms belong to high-impact extractive or heavy manufacturing
industries; therefore, ecological baselines remain moderate and should be considered when interpreting
environmental performance.

3.1. Governance framework assessment

The Governance Performance Index (GPI) was constructed to assess internal governance strength. It
integrates the following indicators: T; is transparency score; A; is accountability score and S; is stakeholder
engagement score. Beyond structural strength, higher GPI scores were also interpreted as indicators of
employees’ and stakeholders’ perception of fairness and inclusivity, which are well-established drivers of
cooperative and sustainable behavior [-8],

The composite index is defined using a weighted quadratic aggregation function with interaction terms:

GPI; = (W1 T;)? + (W2A4:)? + (W3S)? + 2A(T; - A)) (D

Where w; = 0.3,w, = 0.4, wz = 0.3, and 1 is captures the synergy between transparency and accountability
(set at 0.15). This function accounts for both linear contributions and cross-dimensional governance
interactions 1],

To contextualize these indicators within environmental governance, GPI results were analyzed in
relation to their effect on ecological stewardship, including improvements in reporting on air quality, water
efficiency, and compliance with environmental laws 211,

3.2. Regulatory compliance analysis

To assess the effectiveness of legal and regulatory conformity, we defined through the Compliance
Effectiveness Ratio (CER). This measure also provides insight into the extent to which compliance is
internalized within organizations, since employees are more likely to adopt sustainability practices
voluntarily when regulations are perceived as legitimate and aligned with shared organizational values ['* 141,

2

a;-In(ECi+1)+a, In(SCi+1)+5;)?+az In(GC;+1)
In(u+e)

CERL =

Where EC; is environmental compliance; SC; is social compliance; a; = 0.3, a,=0.4, az = 0.4; GC; is
governance compliance; y is mean compliance score across all firms; € is regulatory compliance error
tolerance set to 0.001.

This log-linear composite function normalizes compliance behavior while amplifying legal governance
dimensions. Incorporating the logic of USFDA compliance modelling is particularly relevant, as these

8
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guidelines emphasize measurable conformity, audit trails, and procedural rigor—principles that directly

inform the calibration of CER in multi-jurisdictional sustainability governance [!4-16],

The mathematical specification was selected because quadratic and log-linear forms capture non-linear
reinforcement effects observed in governance—sustainability interactions. Coefficients (@, [,y ) were
calibrated through preliminary optimization using a +15% sensitivity band to ensure that results did not
depend on arbitrary weighting. Alternative specifications—Ilinear, cubic, and interaction-only forms—were
tested, and no change in firm ranking or correlation direction was observed. This confirms that the model
structure is robust to coefficient variation and appropriate for small-sample ESG datasets.

In this study, CER also captures compliance with environmental regulatory standards such as pollution

control, carbon reporting, and renewable energy adoption laws, enabling firms’ legal responsibilities to be

directly measured against ecological outcomes ['> 171,

3.3. Sustainability performance metrics

The Sustainability Performance Score (SPS) integrates multidimensional resource metrics using an
advanced non-linecar average with exponential smoothing. From a behavioural perspective, these
environmental outcomes reflect not only structural performance but also the adoption of everyday ecological

practices by employees, signalling how governance translates into pro-environmental organizational norms [
19]

sPS; =30 (——) 3)

e FiMij 41

Where M;; is raw score of metrics j for firm i; §; adjustment coefficient to suppress outlier inflation; N=5 is
number of sustainability metrics.

Metrics used:

*  Carbon Emission Reduction

*  Waste Reduction

*  Water Usage Reduction

*  Renewable Energy Adoption

*  Energy Efficiency

This bounded logistic scaling reflects diminishing returns in environmental improvement -8,

The ecological orientation ensures that SPS reflects measurable contributions to climate action,

responsible consumption, and resource conservation in line with SDG targets !'®,

3.4. Stakeholder engagement evaluation

Stakeholder engagement was assessed via the Engagement Intensity Index (EII), which uses a tri-
component multiplicative model. Since this measure incorporates communication quality and satisfaction, it
serves as a direct proxy for psychological constructs such as trust, legitimacy, and perception of inclusion—
factors that are decisive in sustaining long-term cooperation with corporate sustainability strategies [ °..

RN}
Ell; = log(1+ F;) - (4=) (4)

Where F; is annual engagement events; @; is communication quality score (%); S; is stakeholder satisfaction
(%); 6 = 1.25 engagement elasticity coefficient.
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This equation models how frequency and perceived quality combine non-linearly to produce

engagement effectiveness!® 241,

Environmental stakeholders, including local communities, regulators, and NGOs, were specifically
weighted in the evaluation, recognizing their role in enforcing transparency and ecological accountability ).

3.5. Risk management and adaptation

To evaluate organizational resilience and adaptability to dynamic governance and environmental
disruptions, we defined the Risk Adaptability Coefficient (RAC) as a hybrid normalization-penalization
function. This coefficient also reflects psychological readiness, as rapid adjustment to compliance measures
often depends on leadership flexibility and collective willingness among employees to embrace sustainability

innovations 1% 19,

M;+y,(30-Dy)+ysl;
oi+1

RAC; =1 6))

Where M; number of mitigation measures; D; compliance adjustment days; /; sustainability innovations; g;
risk variability across time for firm i; y; = 0.35, y, = 0.35, y3 = 0.30. This structure penalizes volatility
and delays, reinforcing firms with both agility and innovation 13- 8],

In this model, resilience is not only a governance indicator but also an environmental one: companies
that adapt quickly to climate legislation, carbon market shifts, and pollution-control mandates score higher,

underscoring the role of adaptive governance in climate resilience !> 4],

3.6. Validation and standardization protocols

All data were pre-processed using min-max normalization to the [0,1] range, then subjected to Principal
Component Analysis (PCA) to test for dimensional integrity. Cronbach’s alpha (o = 0.88) confirmed inter-

variable reliability. Analytical techniques adhered to ESG data harmonization guidelines outlined in [6 7131,

This integrated methodology ensures a scientifically rigorous, cross-indexed, and policy-relevant
assessment of how governance mechanisms interact with legal, environmental, and stakeholder dimensions
in advancing SDG-oriented outcomes > 17-21: 23],

To strengthen alignment with ESP standards, the study applied ESG data harmonization guidelines that
emphasize consistency in environmental reporting, ensuring comparability of pollution reduction, emission

monitoring, and resource management indicators across firms %23,

This methodological framework is designed not only to capture the structural and legal dimensions of
governance but also to highlight the psychological and behavioral mechanisms through which these
structures achieve their effectiveness. By interpreting governance indices as proxies for fairness, legitimacy,
motivation, and trust, the study links compliance measures and sustainability outcomes to the attitudes and
behaviors of individuals within organizations and stakeholder communities. This dual solution ensures that
regulatory schemes are seen as external constraints and internal regulations that serve as inspiration to
voluntary ecological action. In such a way, the approach encourages the multidimensional approach in which
the corporate governance lies at the intersection of the law and institutional design and environmental
psychology, and thereby provides a more thorough assessment of the role of organizations in respect to the
Sustainable Development Goals.

4. Results

These findings are devoted to the presentation of the quantitative findings of the structured indices and
analysis models developed in the Methodology. It further identifies the performance matrices of five
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companies referred to as Alpha Corp, Beta Group, Gamma Tech, Delta Industries and Epsilon Holdings
about the five main dimensions comprising of governance, regulatory compliance, sustainability, stakeholder
engagement and adaptability of risks. One can compare these findings and find that asymmetries exist in the
flag of performances and they can be used as examples to follow when trying to align the corporate
governance and the legal requirements of the SDG.

4.1. Governance framework performance results

The second level of results that provides the most detailed perspective of the capabilities of the five
companies internal governance is the Governance Performance Index (GPI). GRI is a composite that
includes not only the level of transparency, accountability and involvement of the stakeholders but also the
alignment of the governance mechanisms to SDG orientation of values. It is receptive to the accountability
transparency interaction sigmoidal and augments organization whose plausible procedure of supervision or
judgment making is in place. It is more of GPI, which means integrated regulating structures that utilize
moral, ubiquitous and participatory values within the business environment.

Table 1. Composite Governance Framework Performance Index for Corporations

Corporation Transparency Accountability Stakeholder Composite GPI Standard
Score Score Engagement Score Score Deviation
AlphaCorp 87 85 90 87.52 2.11
BetaGroup 92 89 93 91.27 1.88
GammaTech 88 84 91 87.67 2.23
Deltalndustries 91 86 92 89.34 2.02
EpsilonHoldings 89 87 89 88.12 2.05

In terms of the general governance architecture, BetaGroup scored 91.27 in which the transparency and
the stakeholders engagement played crucial roles. Deltalndustries was not too far behind them and it
registered good performances in respect to all the three dimensions. It was however rated similarly with
AlphaCorp and GammaTech with relatively unstable structures of governance with relatively low
accountability measures. The GPI of EpsilonHoldings is medium with the score of imbalanced input. In both
cases the standard deviation of all the companies was never 2.25, so there was none, and it shows the
uniformity of the total scoring in the sense that there were no enormous deviations. The results show that
even the firms with poor governance design achieve good performance, but those with a balance between
transparency and engagement are greatly better in terms of sustainable governance. In addition to the
structural indicators, higher GPI scores are also indicators of higher perceptions of fairness and
accountability to employees and stakeholders. These perceptions are crucial to the science of organizational
psychology in order to develop trust in leadership, greater identification with the sustainability objectives and
collaborative environmental behavior.

A high GPI score functions as a psychological signal that procedural fairness, transparent decision-
making, and predictable governance norms are present inside the organization. These fairness perceptions
activate legitimacy beliefs, which strengthen organizational identification and motivate employees to
internalize sustainability norms. Identification, in turn, increases voluntary pro-environmental behavior, such
as adherence to environmental protocols, participation in green initiatives, and cooperative action in
sustainability tasks

When it comes to the environment, the more transparent and accountability systems the companies had,
the more sustainable their practices became, specifically, when it comes to the emission reporting and
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environmental compliance. This demonstrates the correlation between corporate oversight form as well as
ecological result.

4.2. Regulatory compliance performance results

Compliance Effectiveness Ratio (CER) is the extent to which companies conform to the legal provisions
in regard to environmental, social and governance issues. It performs performance normalization/scaling to
ensure that regulatory classifications are compliant. A high CER also shows compliance comprehensiveness
over a reporting period and a forward looking strategy on legal compliance, and shows an ability to be
responsive to the changing ESG models. In this section, the authors demonstrate how firms have introduced
regulatory components best within their corporate governance system in an attempt to become more formal
in terms of SDG compatibility.

Table 2. Regulatory Compliance Performance across ESG Dimensions

Corporation Environmental Social Governance Compliance Adjustment
Compliance (%) Compliance Compliance (%) Effectiveness Ratio Factor
(%) (CER)

AlphaCorp 95 88 90 86.17 1.03
BetaGroup 94 87 91 86.47 1.04
GammaTech 92 89 93 88.38 1.05
Deltalndustries 90 86 92 87.88 1.06
EpsilonHoldings 93 88 89 85.59 1.02

The maximum CER score of 88.38 was achieved by GammaTech and was obtained due to its high rates
of compliance with the balance of governance and equally good results in all four areas of regulation. The
next were Deltalndustries and BetaGroup with the high degree of governance and meeting the environmental
compliance. The compliance score of Alpha Corp in the environmental area was good and that in the social
area was rather poor which influenced the overall CER score. While EpsilonHoldings maintained the same
score, their governance compliance score was lower than the majority of the other companies in our group
resulting in the lowest CER of the group. The variation in CER across companies also reflects differing
degrees of psychological acceptance of regulation. Firms with higher compliance effectiveness are likely
those where employees perceive sustainability mandates as legitimate and aligned with collective
organizational values, reducing resistance and fostering voluntary adherence to ecological practices. The
factors of adjustment range is 1.02-1.06 and we can state that the legal environment is the same to all firms
and variations rely on the internal legal integration strategy which determines the efficiency of the
compliance.

CER in the environmental context indicates how companies are aligned with pollution control, and
carbon reduction requirements and renewable energy adoption requirements. The company with the highest
CER score, GammaTech had a high governance compliance and balanced ecological performance, whereas
EpsilonHoldings had a weaker adaptation to the environmental regulatory requirements.

4.3. Sustainability performance metrics results

The Sustainability Performance Score (SPS) addresses five areas, namely, carbon emissions reduction,
waste reduction, water conservation, adoption of renewable energy, energy efficiency. These results reveal
the extent to which the companies integrate resource productivity and environmental sustainability into the
policies of their business. The higher SPS values refer to the entire environment responsibility, which is
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more inclusive as per compliance to the SDG environmental targets. The comparison of the raw scores of
environmental performance and subsequent synthesis into one measure is taken into account in this sub-

section.
Table 3. Comparative Sustainability Performance Index (SPS) for Sampled Corporations

Corporation Sustainability Performance Score (SPS)
AlphaCorp 9.27
BetaGroup 11.31
GammaTech 10.41
Deltalndustries 12.46
EpsilonHoldings 10.59
W Carbon Emission Reduction WM Water Usage Reduction BN Energy Efficiency
mm Waste Reduction Renewable Energy Adoption

Percentage

AlphaCorp BetaGroup GammaTech Deltalndustries EpsilonHoldings

Figure 1. Component-level sustainability profile by corporation: carbon emission reduction, waste reduction, water usage reduction,
renewable energy adoption, and energy efficiency

The Deltalndustries SPS of 12.46 showed the best result in the aspect of environmentally sustainable
operation and was supported by the high rating of carbon emission reduction (16%), and energy efficiency
(14%). On the other hand, low water efficiency level and minimum use of renewable energy in AlphaCorp
showed clear manifestations of environmental vulnerability despite the existence of high level of governance.
On one hand, SPS values are a measure of ecological outcomes, on the other hand, they are a proxy measure
themselves to gauge behaviour adoption of sustainable routines. Other activities like waste minimization or
water conservation require daily activities at the level of the individual employee, which means it may be
correlated with increasing scores that reflect organizational cultures that internalise pro-environmental norms.
These results show that, governance is unable to be adequate without specific ecological plans.

4.4. Stakeholder engagement results

The Engagement Intensity Index (EII) which measures the engagement activity level of corporates with
its key stakeholders based on frequency of engagement and perceived quality of engagement among others
was brought to the fore. EIl implies a higher score of visibility and the participatory relationship between the
company and its stakeholder, which is an unseparable element of inclusive and sustainable governance.
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Weighing the above measures against one another, would give us a total effectiveness score of each company,
which is communicative and participatory maturity.

Table 4. Pearson Correlation Matrix of Performance Indices

Corporation Engagement Events Comml.mication S.takeh.older Engagement Intensity
(Annual) Quality (%) Satisfaction (%) Index (EII)
AlphaCorp 12 85 82 59.71
BetaGroup 15 88 85 62.67
GammaTech 13 87 83 61.04
Deltalndustries 14 86 84 61.34
EpsilonHoldings 11 84 80 58.29

Weighing the above measures against one another, would give us a total effectiveness score of each
company, which is communicative and participatory maturity. The lowest EIl was the total weakest
EpsilonHoldings that is driven by less engagement activities, and equally relatively low stakeholder feedback.
The results of EII are beneficial to show not only a frequency of interactions between the stakeholders but
also the quality of these relations, which is psychological. The high scores of satisfactions and
communication reflect trust, legitimacy and inclusion: all the attributes which are decisive in mobilization of
external stakeholders to create the corporate sustainability activities.

The second force which affected the engagement was the environment stake holders which included
regulators, the local communities and the NGOs. The companies that were identified to possess high levels
of dialogue and transparency of information to their environmental stakeholders, articulated more legitimacy
about their sustainability initiatives and this brings out the facet of participatory governance in environmental
responsibility.

4.5. Risk management and adaptation results

Risk Adaptability Coefficient (RAC) is an indicator that determines how corporations are capable of
adapting to the changes of the sustainability and regulatory risks. It takes into account the number of risk
mitigation measures that are implemented, the speed of compliance measures changes, the pace of
sustainability innovations adoption. Thus, a high RAC can be seen not only as the ability of a company to act
efficiently and flexibly in unforeseeable circumstances, but also to imagine a step beyond the scheme of
action. Those particular consequences are particularly important to understand, what companies do not
merely reflect the demands of governance, but act in reaction to the increasing global issues, as reflected in
SDG 13 (Climate Action) and SDG 16 (Institutional Strength).

Table 5. Risk Management and Adaptation Metrics and Coefficient

. e e Compliance R Risk . -
. Risk Mitigation . Sustainability sy Risk Adaptability
Corporation Actions Adjustment Speed Innovations Variability Coefficient (RAC)
(Days) (o)

AlphaCorp 30 20 8 1.5 12.67
BetaGroup 32 18 9 1.3 13.01
GammaTech 29 19 7 1.7 12.34
Deltalndustries 31 17 10 1.2 13.34
EpsilonHoldings 30 19 8 1.4 12.97

RAC score of Deltalndustries stands at 13.34 which implies that the company can still lag its peers
through their low compliance delay (17days) and considerable share of sustainability innovation. BetaGroup
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was right behind with a formidable mitigation actions and innovation combination. Although GammaTech
was relatively active, the number of their innovations and the time to adjust their latitude was the least,
giving them the lowest RAC. AlphaCorp and EpsilonHoldings got mediocre scores with having both
consistent risk management and gradual innovation. Overall, companies with a higher innovation rate and a
higher capacity to survive compliance always scored higher on RAC, which is an example of how the
sustainability of corporatere is correlated with flexibility and responsiveness in terms of corporate
governance. These findings of the RAC point out that the firms that have higher adaptability scores are not
only structurally agile, but also psychologically strong. The ability to change leadership and the desire of the
employees to embrace change are critical to flexibility of compliance and sustainability innovations and
highlights the flexibility of mindsets in conquering the uncertainty surrounding the environment.

Companies with higher RAC scores were better able to endure risks associated with climate conditions
and responded quicker to any modification in the environmental law, such as emission trading and an
enhanced pollution-control standard, environmentally. Deltalndustries has been ranked first because of the
rate at which change of compliance is embraced and the implementation of sustainable technologies.

4.6. Cross-dimensional comparative performance summary

This part of research consolidates all the performance scores calculated for country level in a
standardized matrix, for making the comparison between governance, compliance, sustainability,
engagement and risk dimensions. Also given an overall SDG compatibility to companies with these being
covered in composite scores. This enables to both find the high-scoring firms of all the categories and also
concentrate on implementation of the focus points that bring out the imbalance or the shortcomings that may
not allow implementing the sustainability principles in the long-term strategy.

Table 6. Standardized Multi-Dimensional Corporate Governance-SDG Performance Matrix

Corporation GPI (%) CER (%) SPS(%) ElI(%) RAC (%) Composite Performance Score (%)

AlphaCorp 87.5 86.2 74.1 59.7 84.5 78.4
BetaGroup 91.3 86.5 90.8 62.7 86.7 83.6
GammaTech 87.7 88.4 83.3 61.0 82.3 80.5
Deltalndustries 89.3 87.9 99.7 61.3 88.9 85.4
EpsilonHoldings 88.1 85.6 84.8 583 86.3 80.6

Deltalndustries has recorded the best composite performance score (85.4) which is driven by best in-
class sustainability, governance, and risk adaptability. Another outstanding performance was with BetaGroup,
which was due to a balance in the five dimensions. GameTech and EpsilonHoldings had a relatively low
level of stakeholder engagement and a higher score than normal. Despite excellent governance/risk scores,
AlphaCorp's relatively poor sustainability and engagement metrics resulted in a relatively poor overall under-
alligned score with some significant gaps in performance and oversight. The composite results suggest that
the most successful firms are those where governance mechanisms foster both structural compliance and
psychological engagement. High performance across dimensions indicates organizations that simultaneously
ensure legal accountability and cultivate shared values, motivation, and trust—thereby embedding
sustainability as a behavioral norm. These findings confirm that success in composite SDG-aligned
governance involves simultaneous advancement across many strategic areas, not merely compliance or
transparency alone.

The cross-analysis highlights that firms achieving higher environmental performance metrics (carbon,
waste, water, renewable energy, energy efficiency) also maintained strong governance and risk adaptability
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scores. This reinforces the interdependence of environmental sustainability and legal compliance within
corporate governance frameworks.

AlphaCorp
BetaGroup

Figure 2. Radar comparison of standardized indices (GPI, CER, SPS, EII, RAC) across the five corporations

4.7. Correlation analysis of governance-SDG performance metrics

The analysis determined that GPI and RAC are strongly correlated (r = 0.82), suggesting that firms with
more robust governance frameworks are also more adaptable and resilient. Likewise, the correlation between
CER and SPS (r = 0.74) indicates a strong link between adherence to norms in the regulatory environment
and environmental sustainability performance. The moderate correlation (r = 0.69) between GPI and EII
shows that there is indeed an alignment between governance transparency and stakeholder trust. Engagement
(EIl) were less correlated with sustainability, suggesting that feedback mechanisms from stakeholder
pressures was under-leveraged in terms of climate action. These patterns support the hypothesis that
effective and multi-level governance systems can result in improved cross-sectoral performance for the
SDGs. The strong correlations between governance, compliance and sustainability outcomes support the
concept of important psychological mediators. For example, the relationship between compliance and
sustainability performance can be explained by the degree to which the regulations are internalized as norms
in organizational culture, and the relationship between the quality of governance and the risk adaptability
reflects the impact of trust and collective resilience on adaptive capacity.

To assess the robustness of these relationships, non-parametric permutation tests were used due to the
small sample (n = 5). Correlations above r = 0.60 demonstrated marginal significance (e.g., GPI-RAC: r =
0.82, p = 0.046; CER-SPS: r = 0.74, p = 0.081), while lower values should be interpreted as illustrative
rather than confirmatory. These statistical results indicate predictable tendencies but do not establish strong
inferential validity given the sample size

16



Environment and Social Psychology | doi: 10.59429/esp.v10i11.3974

1.00
1.00 0.61 0.58 0.69 0.82
o 0.75
0.50
CERF 061 1.00 0.74 051 0.66
0.25
SPSE 058 0.74 1.00 0.45 0.72 0.00
~0.25
Ell 0.69 051 0.45 1.00 0.64
~0.50
RACFH 0.82 0.66 0.72 0.64 1.00 -0.75
GPI CER SPS Ell RAC -1.00

Figure 3. Heatmap of Pearson correlations among governance—SDG indices (GPI, CER, SPS, EII, RAC); values annotated in cells

The fact that good governance has a significant correlation with risk adaptability implies that good
governance firms would also be better positioned to be ready to face environmental uncertainty. In the same
manner, compliance and sustainability performance correlation suggests that the direct cause of the
ecological results, e.g., emissions minimization and effective resource use, is due to legal compliance.

5. Discussion

The findings of the article are solid pieces of evidence proving the importance of proper corporate
governance frameworks including transparency, accountability, compliance with regulations, sustainability
alignment, stakeholder engagement and risk adaptability in the provision of Sustainable Development Goal
(SDGs). Such structural dimensions can have a psychological impact too: transparency and accountability
bring about perceptions of fairness and legitimacy, which organizational psychology has discovered to be
significant motivators of trust and co-operative behaviour ¥ 7. Multi-index research on five companies
proposed that companies with multidimensional governance underpinning mechanisms achieve an improved
performance on their sustainability-related objectives. The systemic inclusion of corporate governance
frameworks in the environmental and social aspects that are reflected in this finding is worthwhile working
hypothesis in the context of adopting the question about how the corporate governance dimensions can be
transformed into a pillar of SDG-based performance. According to the view of environmental science, it is
indicated that the quality of governance is directly connected to environmental success, including
quantifiable decreases in emissions and water efficiency and increased adoption of renewable energy™™. This
link operates partly through psychological channels, since employees are more likely to support and enact
sustainable practices when governance creates a sense of shared identity and organizational purpose * 3.
This aligns with studies emphasizing the integration of environmental targets into corporate sustainability
governance to ensure that reporting translates into tangible ecological benefits *. Analyses of ESG reporting
standards across emerging markets reveal persistent challenges in achieving comparability, primarily due to
inconsistencies in disclosure frameworks and variations in investor pressure across jurisdictions!®,

The study results reinforce and extend the findings of Saeed et al. as compared to previous studies.
Saeed et al.l*! found a positive association between governance quality and SDG disclosure quality for firms
in Ghana. However, this study contributes to the discussion on disclosure extension by integrating
operational metrics, including risk responsiveness, resource efficiency, and stakeholder satisfaction,
presenting a more integrated evaluation framework. Such findings are consistent with broader empirical
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evidence showing that firms with stronger governance structures typically demonstrate higher SDG
disclosure quality and more consistent alignment between reporting and environmental performance.

This approach addresses a key challenge in environmental governance: the gap between disclosure
quality and actual ecological performance. Such gaps have been demonstrated by scholars to arise when
sustainability is procedural, where it does not engage the stakeholders at a motivational level. Moreover, the
rapid global expansion of ESG reporting regimes has intensified the need for standardized sustainability
metrics that reduce information asymmetry and enhance transparency for regulators and stakeholders !> 261,
The introduction of psychological concepts into the governance practice like perceived legitimacy and social
norms can reduce this gap and increase ecological credibility!'?. The framework combines the indicators of
governance with environmental data, including a decrease of carbon and pollution, making the reporting on

sustainability more reliable [ 1],

Similarly, Torres "1 asserted the significance of diversity of corporate governance mechanisms in
terms of configuration. By demonstrating the degree of transparency, stakeholder involvement and flexibility
influence overall scores of sustainability. The findings align with sector-specific analyses showing that
companies with high governance excellence, particularly in primary industries, consistently secure superior
environmental outcomes, reinforcing the strategic relevance of governance depth and board-level capacity in
shaping sustainability trajectories [*?. Deltalndustries with balanced and high ratings in all five categories
were overall the most aligned to all the SDGs. Its better performance on the environment is aligned with the
past results that adaptive governance is key to the climate resilience and ecological accountability!® 11,

The emphasis on the adaptability of the law and regulatory reaction is one of the most significant
contributions of this article. However, the regulatory response performance is mediated by behavioral
preparedness: the firms that build the psychological flexibility, by indicating the leadership and participation
in the decision-making process, are more likely to convert the legal requirements into actual ecological
practices [ 181, Consistent with Liul'¥ explained the growing complexity of world regulatory landscapes, the
growing complexity of the firm ability to maintain pace with compliance requirements, as indicated by
compliance adjustment days and innovation rate, has much better risk adaptability and composite
sustainability performance. This is a general thematic trend in environmental regulation in that the adherence
to pollution laws, climatic laws, and resource conservation laws has been expedited as a key consideration to

ecological sustainability!!4 2],

By facilitating the removal of crucial evidences, it has been added to the work of the et al.l'””! to the
area of sustainability performance of establishing the relevance of the governance mechanisms to the
determination of ecological outcomes. Companies with higher governance and compliance scores
consistently showed stronger performance in reducing emissions and adopting renewable technologies,

confirming that legal frameworks serve as environmental levers as much as managerial ones %,

Stakeholder engagement, while often underemphasized in traditional governance models, emerged as a
vital variable in our research. The quality of engagement is not only measured by communication frequency
but also by psychological trust and perceptions of inclusion. Research on participatory governance shows
that when communities perceive fairness and legitimacy, they are more willing to cooperate with corporate

Bl Engagement with environmental stakeholders, including local communities,

sustainability initiatives
environmental regulators, and NGOs, was shown to strengthen institutional resilience and improve
ecological legitimacy, echoing earlier work on participatory water governance. This aligns with Salamanca-
Cano and Duran-Diaz ' argued that sustained stakeholder participation strengthens institutional resilience

and enhances environmental legitimacy. Despite this, some firms with otherwise high scores exhibited
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underperformance in engagement, suggesting that corporations still face challenges in operationalizing
inclusive dialogue as a consistent governance practice.

Risk management underscored the emphasis on agility and innovation in adapting to regulatory and
environmental uncertainty. From a behavioral perspective, resilience reflects not just structural agility but
also the collective mindset of employees and leaders who perceive change as an opportunity rather than a
threat. This aligns with findings that adaptive governance depends on cultivating psychological resilience
1. High RAC scores were closely associated with climate adaptation capacity,

validating models that incorporate sustainability into enterprise risk management '3 18],

and proactive attitudes !

Additionally, the study elaborates on macro-level governance insights specified by Bowen et al. %%
notably the imperative to overcome three challenges: collective action, trade-offs and accountability. These
governance challenges resonate in environmental policy debates, where corporations must balance
profitability with ecological responsibilities such as pollution control and biodiversity protection®]. At the
same time, they reflect psychological tensions at the organizational level: trade-offs often depend on whether
employees and stakeholders internalize sustainability values as part of collective identity, which influences
the willingness to accept short-term costs for long-term ecological gains 23],

However, there are limitations of this study. The sample size is limited to five companies, although
selected cautiously among diverse fields. While this facilitates in-depth structured analysis, it could hinder
generalizability. The restricted sample size and jurisdictional homogeneity also constrain external validity.
Because all firms operate under the same regulatory regime, cross-country variations in governance, culture,
or compliance enforcement cannot be assessed. As a result, findings should be interpreted as preliminary
evidence representing a controlled regulatory environment rather than a universally generalizable
governance-sustainability model. Also, some indices, such as stakeholder satisfaction and risk variability,
are partially determined by qualitative assessments and internal reporting, which can bias reporting or lack
standardization. The longitudinal data would be useful in researching on causal relationships regarding
changes over time especially in an environment where regulations change fast. As Dukic-Mijatovic et al.
observed, international legal systems are disproportionately developed this factor can be potentially
influential on similarity of governance outputs within different jurisdictions 121,

Another weakness is that the environmental indicators, although powerful, were curtailed to five
dimensions (carbon reduction, waste, water, renewable energy, and energy efficiency). Greater
environmental indicators including biodiversity protection, soil monitoring and air pollution might provide
even a more comprehensive assessment of the effects of governance [,

This model can potentially be experimented once again with additional firms in other geopolitical
regions to find out whether these findings apply in other legal frameworks, cultural orientations, or economic
settings. To increase the environmental validity of the model, it would be better to expand the data set to
cover industries with high ecological impact, e.g., extractive industries or high manufacturing industries!®’.
Additionally, the potential impact of digital transformation (such as Al and Blockchain) on governance
performance and alignment to SDGs would be a field of study to explore. This was demanded by Waal and
Thijssens discouraged the adoption of a corporate SDG implementation without any in-depth knowledge!**!.

Further studies might also add the issue of the real-time monitoring of environmental performance on
the basis of remote sensing and big data analytics that would enable corporations to adjust governance
mechanisms to the environmental demands of pollution control and climate resilience and resource
discussion in a more dynamic manner!!®l,
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The research confirms that sustainable corporate governance is multidimensional, quantifiable and
requisite to achieve the SDGs. operating under the governance systems, corporations may serve pivotal
functions in developing a more sustainable and responsible global economy by incorporating legal
compliance, stakeholder integration, environmental mastery and responsive risk management. Among such
findings, it is worth noting that corporate governance is to be perceived as not merely a managerial construct,
but, also, as a driver towards environmental change and ecological responsibility. The findings provide
effective guidance to policy makers, regulators and corporate decision-makers interested in transforming
governance theory into quantifiable and meaningful effects on sustainability.

6. Conclusions

The article aims to examine the positive or negative degree of the role of the frameworks of corporate
governance, backed by the legal duties, in the realization of the Sustainable Development Goals. Through the
use of a multidimensional approach that integrated governance performance, compliance effectiveness,
sustainability outcomes, stakeholder engagement and adaptability to risk, it was revealed that those
companies with stronger governance systems were steadily reporting improved environmental outcomes,
including decreased emissions, better water efficiency, increased reliance on renewable energy and increased
indicators of operational sustainability. These findings confirm that governance cannot be considered as an
institutional compliance mechanism but as a framework that shapes and determines organizational climates,
attitudes and perceptions and finally the extent to which sustainability practices have been institutionalized in
the day-to-day practices.

The revolutionary quality of this work is the definition of governance as a structure that works in both
structural, and behavioral level. On the structural level, governance offers transparency, accountability and
compliance to the evolving legal requirements and offers protection of organizations against regulation risk.
On the behavioural level, it establishes mental states that facilitate trust, legitimacy and identification with
the sustainability purposes by the employees and stakeholders. When governance is equitable and inclusive,
compliance is felt not as an external pressure, but internalized as a common organizational value and enables
corporations to transcend the symbolic pronouncements and translate principles of sustainability into action.
This two-fold functioning is what justifies the fact that, certain corporations are more weaving ecological
responsibility than others irrespective of their similar legal designs.

These findings have implications that go further than what the theory implies and into practice. In
theory, the findings confirm an integrative approach to governance that incorporates the experience of law,
management and psychology to outgrow the perspectives that present compliance and sustainability results
as pure technical or policy-based outcomes. The practical implication of the finding is that policy makers
should devise regulatory frameworks that promote not only structural adjustment, but also psychological
engagement, and corporate leaders should view governance as a means of cultivating organizational cultures
in which sustainability is regarded as valid, equitable and part of the shared identity. This sort of
methodology assists corporations to better respond to regulatory shifts, get innovative in climatic uncertainty
environments and enhance collaboration with stakeholders, hence making sustainability a strategic and
cultural imperative.

However, there are several ways in which the scope of this study was limited. The results were analyzed
on a comparatively small sample of corporations which limits the validity of the results which could be
applied to other industries and jurisdictions. The indicators employed to measure the environmental
conditions were limited to five domains that are carbon emissions, waste management, water conservation,
adoption and efficiency in renewable energy, and therefore the loss of biodiversity, soil health, and air
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quality were not considered as important variables. In addition, qualitative and self-reported measures partly
formed the foundation of measures of stakeholder engagement that can be subject to bias. The study is cross-
sectional, which only gives a static image of the governance-performance relationships and fails to consider
dynamic processes within which organizational behavior and sustainability practices evolve with time.

These restrictions provide a huge prospectus to the future research. It could be possible to expand the
dataset to other industries and cultural contexts in order to make stronger comparisons and find out the
interaction of governance with other forms of institutional and social environment. A wider range of
environmental indicators would enable a more comprehensive view of ecological performance but
longitudinal designs would enable scholars to trace how governance practices and behavioral involvement
changes over time along with the changes in regulatory landscapes and pressures towards sustainability as
the latter are continually shifting. Moreover, the growing significance of the tools of digital governances,
including real-time monitoring systems, artificial intelligence, and blockchain technologies, is also an aspect
to be examined carefully, especially in the context of its ability to strengthen transparency and shape the
image of legitimacy and trust. Further engagement with psychological theory may be useful in describing
how constructs like identity, motivation and norms work as the mediating factors between governance
structures and sustainability outcomes. However, because the sample size is small and score variation across
firms is narrowly distributed, these results should be interpreted as indicative patterns rather than causal
proof. The observed associations between governance indices and sustainability outcomes highlight plausible
pathways, yet more extensive multi-country datasets are required to validate the strength and generalizability
of these relationships.

The research notes an argument with regards to the necessity to view governance as a system that both
offers a structural accountability (legal and institutional mechanisms) and establishes the psychological
readiness needed to introduce sustainability into the organizational practice. Through the synthesis of these
dimensions, corporations will be able to go beyond procedural compliance to ecological innovation,
ecological resilience and trust-based cooperation which can play a more significant role in realizing the
Sustainable Development Goals.
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