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Abstract: Purpose: This research investigates the impact of power distance score on Sustainable development goals
(SDG) disclosure. Methodology: To achieve the research objectives, panel data using 4,644 firm-year observations
across 21 European countries between 2019 and 2024 were used. Moreover, the robust fixed effect regression was used
to test the research hypothesis. Finding: The research finding show that the power distance score is negatively
associated with the SDGs disclosure, indicating that in societies where power is distributed unequally and hierarchical
structures are more accepted, companies tend to be less transparent in their SDG reporting. Recommendations: The
research recommends that policy makers in high power distance societies increase regulation enforcement and empower
stakeholders. At the same time, companies ought to adopt changes in governance, especially the creation of CSR
committees and participatory decision-making procedures, to reduce cultural barriers and enhance SDG disclosure.
Keywords: Power Distance, Sustainability, SDGs, culture, Europe.
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Introduction

In an era of growing global
interconnectedness and environmental
awareness, corporate sustainability reporting
has become a key mechanism for organizations
to communicate their commitment to
sustainable  development (Dwekat and
Abdelhag 2025). The adoption of the United
Nations Sustainable Development Goals
(SDGs) in 2015 was a critical turning point in
corporate sustainability reporting which forces
companies to disclose how they enhance the
achievement of worldwide environmental,
social and economic agendas. The reform is
essentially an immediate reaction to an increase
in the demands of stakeholders, issues of
organizational legitimacy, and regulatory
power making transparency of SDG-related
issues a strategic necessity of companies across
the globe (Rosati & Faria 2019).

This study focuses on the European context,
which is characterized by a strong regulatory
environment and an institutional infrastructure
that is well developed and which is particularly
favourable to sustainability reporting. With the
release of the 2017 Non-Financial Reporting
Directive (NFRD) and the development of the
same into the 2023 Corporate Sustainability
Reporting Directive (CSRD), the European
Union has created a binding regime of
disclosure requirements on sustainability issues
(Dwekat et al., 2025; Meqgbel et al., 2025;
European Commission, 2023). In such
circumstances, businesses have to tread
carefully in dealing with compliance
obligations and at the same time consider the
cultural and strategic antecedents of reporting
(Helfaya et al., 2023; Zanellato et al., 2024).
Despite this institutional convergence, Europe
is culturally heterogeneous (Pucheta-Martinez
et al., 2020) and this offers a unique context in
which to examine how regulatory demands
interact with cultural norms to shape corporate
reporting behavior. Notably, previous studies

of cultural effects have frequently been limited
by country- or industry-specific studies or by
analyses using composite indices of cultural
dimensions, and thus obscure the separate
effects of individual factors such as power
distance.

While the importance of sustainability
reporting is widely recognized, the factors that
affect the extent and quality of sustainability
reporting continue to be explored by academic
researchers. Prior research has mainly focused
on firm-level factors such as size, profitability,
and governance mechanisms (Abu Alia et al.,
2024; Ching & Gerab, 2017), but relatively
little research has been given to the importance
of wider, national cultural dimensions
(especially power distance) in affecting
corporate SDG disclosure practices. Culture, as
one of the defining factors of societal norms
and organizational behavior, is expected to
have significant impact on the way companies
understand and respond to sustainability
pressures (Sedita et al., 2022; Reverte, 2022).
This is a research void particularly relevant to
the European context, where despite
institutional convergence in the European
context, as a result of directives such as the
NFRD and CSRD (European Commission,
2023), there is a high level of -cultural
heterogeneity across member states (Pucheta-
Martinez et al., 2020). Existing research is
often country- or industry-specific or based on
composite indices of cultural dimensions and
thus hides the specific impact of power
distance. Consequently, the evidence is mixed:
some researchers argue that power distance
suppresses the influence of stakeholders and
lowers transparency (Nicol, 2025), while others
suggest that it can favor disclosure in
hierarchical organizational contexts (Esposito
et al., 2025). Against this backdrop, the current
study aims to overcome this gap by exploring
the relationship between power distance and
SDG disclosure across a large sample of
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European companies in the period 2019-2024
by wusing institutional theory, stakeholder
theory, and legitimacy theory as the analytical
frameworks (Freeman, 1984; DiMaggio &
Powell, 1983; Suchman, 1995).

This research adds to the existing knowledge
base in the field of sustainability disclosure in
three important respects. First, it shifts the
focus away not only in the general field of ESG
disclosure but also in the narrower field of SDG
reporting, thus offering a more detailed view of
the influence of cultural aspects, in particular
power distance, on the alignment of firms with
global development objectives. Second, it
complements the theoretical knowledge with
the inclusion of institutional theory,
stakeholder theory and legitimacy theory to
explain how cultural norms interact with
regulatory regimes to affect the communication
strategy of corporate sustainability. Finally, it
fills an empirical gap with evidence across
countries on a heterogeneous sample of
European countries, and it shows the effect of
the cross-country cultural variation in a
common institutional setting on the corporate
disclosure behavior. These contributions
combined do not just have a theoretical interest
but also practical implications in the form of
recommendations to policymakers, regulators,
and corporate actors that wish to improve
culturally sensitive sustainability governance.

Literature Review and Development of
Hypothesis

The issue of national culture in determining
the  corporate  sustainability  disclosure
particularly the Sustainable Development
Goals (SDGs) is gaining momentum in the
literature. The cultural values evidently
influence the corporate visions of responsibility
towards a sustainable development, as well as
the modalities of communication that
stakeholders favor (Herold, 2018; Luo & Tang,
2016). Cultural dimension of power distance

has received special attention in this literature
since it implies the issue of transparency and
the inclusion of stakeholders. The societies
with high power distance possess very
concentrated  managerial  power,  high
hierarchical norms and restricted flow of
information (Hofstede, 1984).  Such
organizational structures may hinder the flow
of the sustainability-related information and
dampen the pressure of the external
stakeholders to disclose full sustainability
information. Conversely, in companies with a
low power distance and a culture of
egalitarianism and participatory processes, the
views of stakeholders are more likely to be
taken into account in their sustainability plans
and more open and participatory disclosures
will be published on the basis of the SDGs
(Hofstede et al., 2010; Pucheta-Martinez et al.,
2020). Therefore, power distance does not only
affect the internal reporting decision but also
acts as a moderating factor in how firms
interpret and act to societal expectations with
regard to sustainable development.

Theoretical Framework

The three theoretical lenses, i.e,
institutional theory, stakeholder theory, and
legitimacy theory, together constitute a
complete framework for understanding the
impact of cultural values, especially power
distance, on the disclosure behavior regarding
SDGs. From the perspective of institutional
theory, the adoption of sustainability practices
can be seen as a response to the coercive,
normative and mimetic pressures in the
institutional environment of organizations
(DiMaggio & Powell, 1983; Scott, 1995). In
situations where reporting on sustainability
becomes institutionalized as a social
expectation, even companies embedded in high
power distance cultures may report their SDGs,
not necessarily because they are convinced of
their internal validity, but as a way to comply

with the norms and preserve their legitimacy.
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This implies that power distance does not
necessarily impede disclosure, but instead
shapes the process of internalizing institutional
pressures by firms: in egalitarian environments
disclosure can result from normative
isomorphism and bottom-up societal pressures,
whereas in hierarchical environments it is more
likely to be the result of top-down coercive
requirements from regulators or influential
actors.

Stakeholder  theory  emphasizes the
importance  of power asymmetry in
determining the extent to which various
stakeholders are able to influence corporate
decision-making  (Freeman, 1984). In
egalitarian environments, investors,
employees, NGOs, civil society organizations,
etc., gain the power to voice expectations and
demand greater transparency to boost the
breadth and depth of reporting on SDG-related
topics (Abdelhag et al., 2025b; Ching & Gerab,
2017). By contrast, in high power distance
situations, stakeholder voices are often muted
or subordinated to the interests of dominant
elites or powerful shareholders. Therefore,
SDG disclosure in those settings is likely to
reflect the priorities of those at the top of the
hierarchy rather than the broader social or
environmental concerns raised by less powerful
groups (Nicol, et al., 2025). Importantly, this
does not imply that there is no disclosure, but
that it is strategic and selective, with a focus on
those narratives that reinforce the legitimacy of
the powerful and minimise those issues which
might empower marginalized stakeholders.

Finally, legitimacy theory provides a
dynamic lens when it explains how companies
use SDG disclosures as a way to maintain or
repair their "social license to operate”
(Suchman, 1995). In lower power distance
cultures legitimacy is often built by showing
accountability, inclusiveness and transparency
as companies try to appeal to a broad range of
expectations within the society (Akhter et al.,

2023). In contrast, in high power distance
cultures, legitimacy is not necessarily derived
from broad transparency but rather from
meeting the expectations of influential actors,
for example government authorities, dominant
business groups or political elites. In these
cases, disclosure practices are more symbolic,
serving hierarchical demands for satisfaction or
reinforcing parallelism to  top-down
sustainability agendas, rather than truly
engaging with a variety of stakeholder concerns
(Nicol, et al., 2025).

Taken together, these three theories
highlight the need to recognize that a linear and
uniform relationship between power distance
and SDG disclosure does not exist. Instead, it is
mediated through institutional pressures, the
power dynamics between different
stakeholders and through the mechanism that
legitimacy is built in different -cultural
environments. High power distance may limit
bottom up transparency but may also promote
disclosure  when powerful actors see
sustainability as strategic in value. Conversely,
low power distance gives more stakeholders the
power to speak, resulting in more holistic and
in-depth reporting.

Empirical Evidence and
development

Hypothesis

The empirical studies that were conducted to
examine the relationship between power
distance and sustainability disclosure have
reported unclear results, thus demonstrating the
theoretical complexity and situational factors
that determine the connection. Initial sources
supported the forecast that an increased power
distance would complicate disclosure, as the
control was centralized, and the impact of
stakeholders was low (Nicol, et al., 2025).
Latest studies however question this
assumption. As an example, Esposito et al.
(2025) illustrate that in some European banking
scenarios, power distance, combined with other
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aspects of culture, namely, uncertainty
avoidance or masculinity could result in well-
organized and institutionalized disclosure
patterns. Helfaya et al. (2023) demonstrate that
whereas individualism and femininity are
strongly and consistently associated with
higher ESG and SDG disclosure rates in
European companies, power distance is rather
vague and industry- and regulatory-dependent.
Similarly, Pizzi et al. (2022) state that, despite
the statistically significant relationship between
most of the cultural dimensions and SDG
disclosure, the influence of power distance is
not statistically significant in their cross-
country model; such results indicate that the
regulatory strength or stakeholder activism
could serve as moderating factors. Likewise, a
recent study by Nicol, et al. (2025) shows that
in low power distance countries organizations
are more likely to resort to interactive ESG
communications through social media, which
confirms the connection between egalitarian
cultures and organizational transparency.
Together, the findings demonstrate that, in
European settings, a low value of power
distance is more supportive of holistic and
stakeholder-based disclosure of SDGs. In line
with this, the current research proposes the
following hypothesis:

Hi: Firms located in countries with higher
power distance scores are less likely to provide
SDG disclosure.

Methodology
Sample and Data Collection

In this research, the researcher covers
analysis of disclosure of Sustainable
Development Goals (SDGs) with 4644 firm-
year observations from non-financial firms in
21 European countries over 2019-2024. The
starting dataset was from the Refinitiv Eikon
database and it contained 30,912 firm-year
observations.  Financial institutions were
excluded because they have different

regulatory and reporting requirements that are
significantly different from those of non-
financial firms and may skew cross-industry
comparisons. Additionally, firm-year
observations with missing or incomplete
information were filtered out in order to ensure
the data integrity, resulting in a final sample of
4,644 observations of ten major industries.

This sample offers a strong basis to
investigate SDG disclosure across industries
and jurisdictions in Europe, where there has
been a strong regulatory engagement with
corporate sustainability. The European Union's
Non-Financial Reporting Directive (Directive
2014/95/EU) and its successor, the Corporate
Sustainability Reporting Directive (CSRD),
have revolutionized the reporting landscape by
introducing binding disclosure requirements.
These directives not only institutionalized
sustainability reporting, they also provided
powerful incentives for firms to make the SDGs
a part of their reporting practices.

A quantitative research design is used, using
panel data to examine the relationship between
cultural dimensions (specifically, power
distance) and SDG disclosure. The selected
timeframe (2019-2024) reflects the period after
the adoption of the SDGs in 2015 and the
follow-up implementation of some key EU
regulatory measures. This context is an ideal
context to examine how institutional pressures
and cultural heterogeneity combine to shape
corporate sustainability reporting practices.

Measurement of Variables
The dependent variable (SDG Disclosure)

In accordance with the modern literature on
SDG disclosure (Meqgbel et al., 2025;
Subramaniam et al., 2023; Rosati & Faria,
2019), SDG disclosure (SDGD) is regarded as
a compliance ratio in terms of the 17 SDGs.
The value of each goal is set to 1 in the case
when a company reports on relevant initiatives
or contributions to that particular SDG in a
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reporting year and O otherwise. The total of
these values is divided by 17 to give the degree
of compliance and this gives a standardized
measure of the extent to which firms are
including the SDGs into their reporting
practice.

SDG DISC = (sum SDG i) / 17)

The method yields a score of 0 to 1 with
higher scores showing a more complete
disclosure of SDGs in the 17 goals. The benefit
of this method is that it gives a uniform measure
that can be used to compare firms with each
other and over time, which reflects the scope of
the involvement of a company with the SDG
framework.

The independent variable (Power Distance
Score):

Power distance as envisioned by Hofstede et
al. (2010) is a country-level cultural construct
based on Hofstede originally aggregated
national-level scores, and each firm is assigned
the score of the country where it is
headquartered. This operationalization is in line
with the previous studies that consider national
cultural norms as the factors influencing the
behavior of firms irrespective of their
multinational status (Pucheta-Martinez et al.,
2020). In empirical terms, companies with
higher power-distance scores tend to embrace
the hierarchical order.

However, it is important to be aware of the
limitations of using the cultural dimensions of
Hofstede, in particular the power distance.
Although Hofstede's model is still popular,
critics have noted that the original data were
gathered decades ago, and may not reflect
modern cultural dynamics, given rapid socio-
technological and political changes. Moreover,
national level scores have a tendency to conceal
the heterogeneity at intra-country and
individual level of -cultural values. The
methodology has also been questioned: the
fundamental data came largely from surveys

within  IBM, raising concerns about
generalisability of the methodology to different
sectors or different populations. Recent
research has also highlighted that Hofstede's
dimensions ignore cultural change over time
and usually simplify  complexity in
contemporary organizational contexts (e.g.
Beugelsdijk et al., 2018; Zhou et al., 2020).
Despite these criticisms, Hofstede's framework
still represents a useful baseline measure for
cross-cultural comparisons; and future research
should consider more dynamic, granular, or
multi-level cultural measures to complement
Hofstede's.

Control Variables

The current research study includes a several
control variables that match the ones used in
previous studies of sustainability disclosure
(Esposito et al., 2025; Meqbel et al., 2025;
Nour et al., 2025; Nicol et al., 2025; Dwekat et
al., 2025; Abdelhagq et al., 2024; Mardawi et al.,
2024). Board independence (BIND) as the ratio
between the independent directors on the board
serves as the measure of stakeholder-oriented
governance (Helfaya et al., 2023). The
existence of corporate social responsibility
committee (CSRC) is represented by a dummy
variable that is 1 when the firm has a specific
CSR committee and O otherwise, and thus
determines the internal mechanisms of social-
environmental oversight (Abu Alia et al., 2024;
Nour et al 2022; Abdeljawad et al., 2025). The
proxy of a firm size is the natural log of total
assets (SIZE), and it is incorporated because it
is an adequate measure of the organizational
capacity and visibility, which may affect
disclosure practices (Abdelhag & Dwekat,
2024; Nour et al., 2024; Ching & Gerab, 2017).
Firm leverage measures as a ratio of debt to
equity (LEV) is employed as a metric of
financial risk and the possibility of its influence
on disclosure when it comes under pressure of
creditors (Abdelhaq et al., 2025a; Nicol 2025).
Profitability (ROA) is also reported as a
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measure of financial performance using the
return on assets and it is expected that
organizations with better profitability would be
more likely to provide information related to
the SDGs (Salem et al., 2025; Esposito et al.,
2025; Al-Koni et al., 2025). Lastly, the year
fixed effects show the variation over time
throughout the five-year research (Zanellato et
al., 2024).

Estimation Model

The current study investigate the
relationship between power distance score and
the level of Sustainable Development Goals
(SDG) disclosure. In order to address the issue
of endogeneity and to account the
unmeasurable heterogeneity at the firm level,
the study employs fixed-effects panel

regression. The standard errors are clustered at
Table (1): Descriptive Statistics.

the firm level to allow non-normal distribution,
serial-correlation, and  heteroscedasticity
(Dwekat et al., 2022). The estimation model is
as follows:

SDGDi,t = o + B:PDIc + BBIND it + P
CSRC it + Bs SIZEi,t + Bs LEVi,t + Bs ROAL
B-YEAR DUMMIESt + ¢i,t

Results and Discussion

Descriptive  Statistics and Correlation
Analysis

This section presents the descriptive
statistics for all variables included in the
analysis, followed by the correlation matrix.
These preliminary analyses provide insights
into the characteristics of the dataset and the
relationships between the variables before
proceeding to the main regression analysis.

Variable Obs Mean Std. Dev. Min Max
SDGD 4,644 .284 .308 0 1
PDI 4,644 43.722 17.484 11 100
BIND 4,644 53.813 26.627 0 100
CSRC 4,644 .622 485 0 1
SIZE 4,644 13.933 2.298 8.428 19.984
LEV 4,644 .554 .251 .004 1.21
ROA 4,644 4976 7.454 -13.17 20.09

The table 1 shows the descriptive statistics
of the variables examined in the current study.
The dependent variable, SDG Disclosure
(SDGD), has a mean of 0.284, which means
that the average disclosure of the European
companies is about 28.4 percent of the potential
information regarding SDG. The standard
deviation of 0.308 indicates that there is a
significant variation in the level of disclosure
across firms where the disclosure is ranged
between 0 and 1 which means that there is a
firm that discloses no SDG information and
there are those that disclose extensively. This
average value can be compared with the
statistics of other research on SDG disclosure
in Europe, where the results are sometimes
different due to the variation in the degree of
adoption and depth according to the

methodology used and the sample profile.
Indicatively, a study by Pizzi et al. (2022) on
the European firms also points to the
heterogeneity in SDG reporting, with the
average disclosure levels indicating the
infantile level of the comprehensive adoption
of SDGs in corporate operations.

Power distance index (PDI) has a mean of
43.722 and a standard deviation of 17.484 with
the lowest score of 11 and the highest score of
100. Such a broad distribution is reflected in the
diverse European sample cultural backgrounds.
The scale has countries like Austria and
Germany that have low PDI scores and other
countries like France and Belgium that have
high scores of PDI based on the measures of
Hofstede et al. (2010).
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The descriptive analysis of Board
Independence (BIND) in European setting
depicts a mean of 53.813 %, which implies that
more than half of the directors can be
considered independent by definition. The
fairly large standard deviation of 26.627 also
shows that there is a significant degree of
heterogeneity of BIND across firms. The result
is in line with current governance rhetoric
throughout Europe and beyond which
emphasizes the role of the independent
directors in improving oversight and
accountability. Empirical studies of European
corporate governance systems, especially
Helfaya et al. (2023), report similar ranges and
averages of the Board Independence variable
(BIND), which can be explained by the
diversity of the national governance codes and
industry-specific standards that are in operation
in the continent today.

Regarding the presence of a CSR Committee
(CSRC), the data set has an average 0.622,
which indicates that about 62.2 % of the
sampled entities have such a body. This figure
is important because it shows that the
sustainability governance of large European
enterprises is becoming institutionalized,
which is supported by a convergence of
growing regulatory and stakeholder pressures.
In line with the current research on the
European reporting practice, the establishment
rate of such committees is quite high (Helfaya
etal., 2023).

Firm Size (SIZE) is a natural log of total
assets that has a mean of 13.933 and a standard
deviation of 2.298 with a large range of 8.428
Table (2): Matrix of Correlations.

t0 19.984. This kind of distribution attests to the
incorporation of firms of different sizes. Such a
trend is common to the research that involves
large publicly traded organizations that have a
domicile in the STOXX Europe 600, thus
capturing a combination of large and very large
companies in line with similar empirical studies
on European reporting practices (Ching &
Gerab, 2017).

Leverage (LEV) has a mean of 0.554,
indicating that firms, on average, have a debt-
to-equity ratio of 0.554. The standard deviation
of 0.251 and a range from 0.004 to 1.21 reflect
varying capital structures across the sample.
This mean leverage ratio is within the typical
range reported for non-financial firms in
Europe, although specific industry variations
can be substantial. Studies on financial
characteristics of European firms often report
similar leverage levels, reflecting common
financing strategies and regulatory
environments (Rosati & Faria, 2019).

Return on Assets (ROA), a measure of
profitability, has a mean of 4.976 and a
standard deviation of 7.454, with a broad range
from -13.17 to 20.09, reflecting diverse
financial performance among the sampled
companies. This wide range, including
negative values, is expected in a large sample
of publicly traded companies over a multi-year
period, reflecting varying economic conditions
and firm-specific performance. The average
ROA is comparable to profitability metrics
observed in other large-scale studies of
European corporate financial performance
(Esposito et al., 2025).

Variables (1) (2) (3) (4) (5) (6) (M
(1) SDGD 1.000
(2) PDI -0.198 1.000
(3) BIND 0.074 -0.199 1.000
(4) CSRC 0.426 0.172 0.131 1.000
(5) SIZE 0.422 0.223 0.115 0.484 1.000
(6) LEV 0.157 0.114 -0.013 0.218 0.382 1.000
(7) ROA 0.085 0.035 0.020 0.097 0.060 -0.212 1.000
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The correlation matrix was examined to
ensure the absence of multicollinearity among
the independent variables in our regression
models. As shown in Table 2, none of the
correlation coefficients between independent
variables exceeds the critical threshold of 0.7,
which is commonly used to identify potential
multicollinearity issues (Dwekat et al., 2025).
Table 2 presents the Pearson correlation
coefficients among the variables. Notably,
SDGD shows a negative correlation with PDI
(-0.198), which is support the hypothesized
negative relationship. This initial finding
suggests that firms in countries with higher
power distance scores might exhibit lower
SDGD, although this is a bivariate correlation
and does not account for other factors. SDGD
is positively correlated with BIND (0.074),
CSRC (0.426), SIZE (0.422), LEV (0.157), and
ROA (0.085). The strongest positive
correlations with SDG disclosure are observed
for CSRC and SIZE, indicating that firms with
a CSR committee and larger firms tend to
disclose more SDG information.

Regarding the independent variable, PDI
shows a negative correlation with BIND (-
0.199), suggesting that countries with higher
power distance tend to have less independent
boards. PDI also exhibits positive correlations
with CSRC (0.172), SIZE (0.223), LEV
(0.114), and ROA (0.035). These correlations
provide preliminary insights into the
relationships between variables, but further
multivariate analysis is required to establish
causal  relationships and control  for
confounding factors.

Regression Analysis

This section presents the results of the panel
data regression analysis, examining the impact
of power distance on SDG disclosure while
controlling for firm-level and governance
variables. The analysis employs fixed effects to
account for unobserved heterogeneity at the

year, country and industry levels, with robust
standard errors clustered at the firm level.

Table (3): Regression Results.

1)
VARIABLES SDGD
-0.00737***
PDI (0.00150)
0.000121
BIND (0.000132)
0.134***
CSRC (0.00945)
0.0524***
SIZE (0.00265)
-0.00519
LA (0.0192)
0.00125**
ROA (0.000511)
Year fe Yes
Country fe Yes
Industry fe Yes
-1.014***
Constant (0.0943)
Observations 4,644
Adj-R-squared 0.384

Robust standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Table 3 presents the main regression results.
The coefficient for Power Distance Index (PDI)
is -0.007 and is statistically significant at the
0.01 level (p<0.01). This finding supports the
research Hypothesis, which posited that firms
located in countries with a higher power
distance score would be less likely to disclose
SDGs. The negative and significant coefficient
indicates that as power distance increases, the
level of SDG disclosure decreases. This
suggests that in societies where power is
distributed  unequally and hierarchical
structures are more accepted, companies tend to
be less transparent in their SDG reporting. This
aligns with the theoretical arguments that high
power distance can hinder information flow
and reduce external stakeholder influence on
corporate decision-making regarding
disclosure (Hofstede, 1984; Pucheta-Martinez
et al., 2020). This results is consistent with the
previous litreture, for example, Helfaya et al.
(2023) demonstrate that in low power distance
settings, companies undertake more inclusive

and transparent sustainability reporting, and

9
Published: An-Najah National University, Nablus, Palestine



they explain this outcome by the fact that the
culture in question favors egalitarianism, open
communication, and sensitivity to the demands
of various stakeholders. On the other hand, the
high-power distance is associated with the
centralized decision-making process and the
lack of external accountability, which are, in
turn, the factors that discourage voluntary and
detailed disclosure. Similarly, Nicol et al.
(2025) point out that companies in low power
distance cultures are significantly more likely
to use interactive communication mediums,
including social media, to engage in ESG
activities, which means that the culture of
transparency is also part of the low power
distance cultures. These interpretations overlap
with the stakeholder and legitimacy theories
that indicate the hypothesis that companies in
more hierarchical societies are less pressured,
or less inclined, to make broad-based disclosure
unless pushed by authoritative organizations.

To appreciate the economic importance of
this result, a coefficient of -0.007 indicates that
for every one-point increase in a country's PDI
score, the SDG disclosure score of companies
in that country goes down by 0.007, holding
everything else constant. Given the PDI range
of 11 to 100 in our sample, a move from a low
PDI country (e.g., 11) to a high PDI country
(e.g., 100) may result in a significant decrease
in SDG disclosure. which implies that cultural
context plays a significant practical role in
determining corporate transparency regarding
sustainability. This underlines the fact that
cultural factors are not just theoretical
constructs, but have real impacts on corporate
behavior and accountability.

The negative relationship between Power
Distance Index (PDI) and the level of SDG
disclosure, reported by the current research, can
be explained by the lenses of Institutional,
Stakeholder, and Legitimacy theories. In the
perspective  of Institutional Theory,
organizations that are built within the high PDI

cultures tend to emphasize the compliance with
the hierarchical authority and the dominating
norms in the place of proactive transparency,
which makes the SDG reporting extremely rare.
Externally imposed regulation, whether the
NFRD or the CSRD, increases the disclosure
even though it is mediated by national cultural
systems and less successful in high PDI
contexts (DiMaggio & Powell, 1983; Scott,
1995). Stakeholder Theory has added another
contribution: in high PDI societies, the power
of decision-making is concentrated, the
external stakeholders are given a weak Vvoice,
and as a result the pressures of transparency are
weakened. In contrast, low PDI cultures are
decentralized in their power structures, and
they grant power to various stakeholders, who
require the extensive disclosures of SDGs
(Freeman, 1984; Pucheta-Martinez et al., 2020;
Nicol et al.,, 2025). Moreover, Legitimacy
Theory also holds the view that institutions in
high PDI environments pursue institutional
legitimacy through compliance with the
demands of influential actors instead of the
general societal standards, thus blighting their
motivations to engage in thorough SDG
disclosures unless they are expressly approved
by those in authority (Suchman, 1995).

Among the control variables, Firm Size
(SIZE) has a positive and highly significant
coefficient (0.0524, p<0.01), indicating that
larger firms tend to provide more extensive
SDG disclosures. This is consistent with prior
literature suggesting that larger firms face
greater stakeholder scrutiny and have more
resources to engage in comprehensive
reporting (Ching & Gerab, 2017). The presence
of a CSR Committee (CSRC) also shows a
positive and highly significant effect (0.134,
p<0.01) on SDG disclosure, this evidence
confirms Helfaya et al. (2023), who underline
the determinant role of governance variables in
the construction of ESG and SDG disclosure.
Regarding the performance at firm level, the
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Return on Assets (ROA) has a positive and
significant relationship (0.00125, p < 0.05),
which implies that profitable companies use
SDG reporting more actively. This observation
is in line with Rosati and Faria (2019), who
state that financially powerful organizations
have the means and motives to invest and share
their sustainability programs. On the other
hand, the variables Board Independence
(BIND) and Leverage (LEV) have no
significant relationship with SDGs disclosure
in the European context, most likely because of
the high regulatory environment created by the
application of directives such as the NFRD or
CSRD, which sets a high level of reporting.
Consequently, the marginal effect of these
governance mechanisms is less in the spotlight
as compared to cultural factors or firm-specific
structures such as CSR  committee
(Subramaniam et al., 2023).

The adjusted R-squared value of 0.384
shows that the model can explain the variance
in SDG disclosure by about 38.4 percent using
the independent variables used in the model.
The fixed effects of year, country and industry
also contribute to the strength of these findings
since they take into account the unobservable
time-invariant, country-invariant and industry-
invariant factors that may influence SDG
disclosure.

Conclusion

This study contributes to the growing body
of research examining the role of national
culture in shaping corporate sustainability
reporting, with a specific focus on how power
distance influences the disclosure of
Sustainable Development Goals (SDGs)
among European firms. By employing a robust
panel dataset drawn from European firms
between 2019 and 2024, the research reveals a
statistically significant negative association
between Hofstede’s Power Distance Index and
the extent of SDG disclosure. These findings

suggest that firms operating in high power
distance environments are generally less
transparent in their sustainability
communications, likely due to hierarchical
decision-making  structures and limited
stakeholder engagement. The study thus
advances the theoretical integration of
institutional, stakeholder, and legitimacy
theories by highlighting how cultural values
intersect with regulatory frameworks to shape
organizational behavior in the context of
sustainability.

This research makes important theoretical
and practical contributions. It contributes to the
development of knowledge about cultural
determinants of disclosure of SDGs, especially
the role of power distance, which provides
information on how societal norms affect
corporate  practices  in  sustainability.
Practically, policy makers in high power
distance countries should increase the
enforcement of regulations and develop
mechanisms that enable stakeholders to
demand more transparency. Likewise, firms
can overcome cultural constraints by adopting
inclusive governance structures, such as
dedicated CSR committees and participatory
decision-making processes. By underscoring
these dynamics, the study provides information
to a wide range of stakeholders such as
regulators, policy makers and corporate
managers while covering a domain that remains
comparatively unaddressed relative to factors
at the firm level.

Despite its contributions, there are a number
of limitations in this study that indicate the
directions for future research. First, there may
be dynamic, firm- or individual-level cultural
nuances that Hofstede's national culture scores
do not capture, and future research could utilize
real-time surveys, social media data or other
cultural dimensions and their interactions.
Second, the SDG disclosure measure is more

about breadth than quality, so qualitative
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analyses or more sophisticated text-mining
methods could reveal more. Third, potential
endogeneity and reverse causality are not
addressed and future studies could use
instrumental variable methods, difference-in-
differences or Granger causality tests. Finally,
although the study is limited to European firms,
analyses in other regions, sectors, or
comparative cross-country contexts could
illuminate the interplay between culture,
regulation, and corporate behaviour in a global
context to provide a more nuanced view of
those factors that influence sustainability
transparency.
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