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Foreword

The Annual Conference of the EuroMed Academy provides an international forum for the
dissemination of high-quality research and the exchange of ideas among academics,
researchers, practitioners, and policymakers. By encouraging multidisciplinary dialogue,
the conference promotes the development of new theoretical perspectives, empirical
insights, and managerial approaches that contribute to advancing knowledge and
addressing contemporary challenges in business and management.

Since its inception, the EuroMed Academy Conference has evolved into one of the leading
international conferences in its field. Its growing reputation is reflected in the quality of the
research presented, the diversity of its participants, and its increasing international reach.
Beyond serving as a venue for presenting research findings, the conference facilitates
scholarly debate, fosters international collaboration, and promotes the development of
innovative research agendas.

The 19th Annual Conference of the EuroMed Academy welcomed 350 participants from 55
countries, bringing together academics, researchers, practitioners, doctoral students, and
policymakers from across the globe. The conference programme reflected a broad
spectrum of contemporary research across business, management, economics, marketing,
entrepreneurship, innovation, sustainability, digital transformation, and related disciplines.

Maintaining high academic standards remains a fundamental principle of the EuroMed
Academy. All papers and extended abstracts included in these Proceedings underwent a
rigorous double-blind peer-review process conducted by experts in the respective fields.
The accepted contributions represent a diverse collection of empirical, conceptual,
methodological, and review studies that advance both scholarly understanding and
managerial practice.

We trust that this Book of Proceedings will serve as a valuable reference for researchers
and practitioners alike, stimulating further scholarly inquiry, encouraging interdisciplinary
collaboration, and contributing to the continuous advancement of business and
management research.
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Abstract

Our aim was to assess how companies that provide more information in qualitative and
quantitative terms on sustainability are perceived in terms of risk, analysing the perspective of
lenders and investors, adopting the signalling theory. To achieve our research aims, we applied
a qualitative-quantitative methodology. Specifically, after a sample selection, in the first step,
we adopted a qualitative methodology through a content analysis approach to investigate the
quality and quantity of information disclosed and to assign a score to each company. Finally,
we realized a correlation analysis. The results revealed a differentiated picture across ESG
pillars and score types. The positive association between environmental disclosure and
profitability indicators (ROE) suggests that companies with genuine environmental
commitments show better financial performance, consistently with a separating equilibrium.
The normalised social and governance scores show a negative association with the cost of
equity, suggesting that more balanced disclosure reduces information asymmetries with
investors and lenders. This evidence is relevant from both a theoretical and practical
perspective. From a theoretical perspective, it fillsa gap in literature and advances research on
the effect of sustainability disclosure on corporate risk and company valuation. From a practical
perspective, it supports managers in understanding how adequate sustainability disclosure that

goes beyond mere legislative requirements can be a tool for attracting investment.

Introduction

Sustainability has become a crucial and complex issue for companies, considering ongoing
changes to European directives (Directive 2014/95/EU; Directive 2022/2464/EU) and the
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numerous fragmented standards that have emerged in recent years, e.g., Global Reporting
Initiative (GRI) Standards, Gruppo di studio per il bilancio sociale (GBS), Sustainability
Accounting Standards Board standards (SASB), Task Force on Climate-related Financial
Disclosures (TCFD). This fragmentation, in some cases, has also led to greenwashing and
cherry-picking (Gallego-Alvarezetal., 2018; Heras-Saizarbitoriaet al., 2022; Macpherson and
Rimmel, 2025). In this perspective, there is a growing interest in the academic research on the
topic (Hamrouni et al., 2020; Eliwa et al., 2021; Raimo et al., 2021; Arora and Sharma, 2022;
Tarulliet al., 2023) and discordant results on a possible translation of benchmark sustainability
disclosure practices into better access to credit and risk capital (Trequattrini et al., 2025). An
empirical study was conducted, focusing on several indicators, yielding statistically significant
results.

Thus, a literature gap emerges about how the content of sustainability disclosure may influence
access to capital considering signalling theory, i.e., the reduction of information asymmetries.
Particularly, the increased disclosure might reduce informational asymmetries in markets with
elements of uncertainty (Lacchini and Trequattrini, 2024). In the light of this, the research work
focuses on the relationship between credit and risk capital and sustainability disclosure.

Our article aims to assess how companies that provide more information in qualitative and
quantitative terms on sustainability are perceived in terms of risk, analysing the perspective of
lenders and investors and interpreting this with the signalling theory.

We applied a qualitative-quantitative method based on content and correlation analysis (Hair et
al., 2003; Krippendorff, 2013). The content analysis aims to assign a score to the quantity and
quality of sustainability disclosure. The correlation analysis aims to understand if, as quality
and quantity increase, investors'and lenders' perception of business risksalso improves, thereby
improving access to credit and risk capital.

This paper addresses several calls, including the 19th Annual EuroMed Academy Conference,
and has several theoretical and practical implications. From the first perspective, it fillsa gap
in the literature and advances research on the effect of sustainability disclosure on corporate
risk and company valuation (Lacchini and Trequattrini, 2024; Lacchini et al., 2025; Trequattrini
et al., 2025). From the second perspective, it is helpful for managers to understand how a good
sustainability disclosure can be a tool for attracting investment.

The article's structure is as follows. After this introduction, we realized a literature review.
Then, we underlined the method. Subsequently, we presented the results and their discussion

and conclusions.
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Literature Review

The recent studies on sustainability and its relation with the risk capital

Due to an increased interest in the sustainability indicators and disclosure, and a relevant
continues changes in directive, the number of related publications indexed on Scopus is
constantly growing (Loizzo and Schimperna, 2022; Fatima and Elbanna, 2023). Fatima and
Elbanna (2023) carried out a systematic review of 122 empirical studies to provide a status quo
of the literature on CSR implementation. Some authors provide a set of instrumental indices
that capture the status and evolution of national Environmental Social and Governance (ESG)
performance (Jiang et al. 2024) and claimed that there is a "club convergence" in ESG
performance across countries. Some others assessed the impact that the ESG disclosure has on
sustainability (Passador, 2023), focusing on the role of the risk committees, the sustainability-
linked committees and the chief sustainability officer, providing insights into the companies
that reshape their governance structure and make it more streamlined, according to the ESG
evolution. The literature review shows discordant results on the topic. The literature indicates
a negative correlation between sustainability disclosure and the cost of credit (Arora and
Sharma, 2022; Tarulli et al., 2023). Another part of the literature claims that the increased
disclosure should reduce risk perception by reducing informative asymmetries that characterise
markets with elements of uncertainty (Lacchini and Trequattrini, 2024), as ESG disclosure
provides a significant value of the firm on the market, getting the ESG proposition right links
to higher value creation (Aydogmus et al., 2022). Paying attention to ESG concerns does not
compromise returns, rather the opposite (Henisz et al., 2019). ESG links to cash flow in five
important ways: facilitating top-line growth, reducing costs, minimising regulatory and legal
interventions, increasing employee productivity, and optimising investment and capital
expenditures. Also, Hamrouni et al. (2020) demonstrated that environmental disclosure has a
negative correlation, while social disclosure has a positive correlation. On the other hand, the
ESG factors combined score has a positive and significant relationship with firm profitability.
While it has been stated that environmentally and socially aware organisations can attract
finance at a lower cost (Goss and Roberts, 2011). Other studies also show a negative correlation
between ESG disclosure and the cost of credit. Specifically, Jeon and Kim (2015) focused on
corporate governance, finding that large-sized firms with dedicated investor relations exhibit a
significant negative correlation with the cost of credit. If an increase in disclosure reduces the
cost of capital by reducing information asymmetries (Talbi and Omri, 2014; Dunne and

McBrayer, 2019; Arora and Sharma, 2022; Tarulli etal., 2023), some empirical studies
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(Hamrouni et al. 2020) verified the impact of non-financial reports on the cost of credit showing
that the overall CSR disclosure score has a negative correlation with the cost of credit, while
only the social disclosure is positively associated. According to Raimo et al. (2021) companies
that are more transparent about ESG information have better financial resources and conditions.
It is interesting to note the reflection that, according to He et al. (2019), mandatory disclosure
does not affect the relationship between voluntary information and the cost of capital, whereas
event-driven disclosure does. Consequently, existing research yields conflicting evidence,
particularly concerning the relationship between sustainability re porting and the cost of equity.
Furthermore, a recent bibliometric analysis by Trequattrini et al. (2025) highlighted that, as of
December 10, 2024, the Scopus database contained a mere 107 papers on this subject within
the business, management, and accounting domain, but only three publications explicitly
address the nexus between risk and ESG disclosure.

The signalling theory

Signalling theory is helpful in describing behaviour when two parties (individuals or
organisations) have access to different information. Typically, one party, the sender, must
choose whether and how to communicate (or signal) that information, and the other party, the
receiver, must choose how to interpret the signal (Connelly et al., 2011). Accordingly,
signalling theory holds a prominent position in a variety of management literatures, including
strategic management, entrepreneurship, and human resource management. While the use of
signalling theory has gained momentum in recent years, its central tenets have become blurred
as it has been applied to organisational concerns. The main issue is that actors within
organisations must commonly make choices with incomplete and asymmetrically distributed
information (Bergh et al., 2014). Signalling theory seeks to explain how individuals do so. This
theory's primary predictive mechanismis 'separating equilibrium’, which occurs when a signal's
expectations are confirmed through experience. Incorporating a separating equilibrium can
generate novel insights. Elsewhere, the signalling theory can be integrated with other
information perspectives, inwhich a signal becomes one stimulus that corporate actors interpret
and act upon. Having observed that the signalling theory is well acknowledged, especially in
some of the management research areas - corporate governance or mergers and acquisitions,
for instance- von Deimling et al. (2022) provided the general conditions for application. They
underlined that, while the signalling and receiving entities that exchange signals are often at the
heart of signalling-related inquiries, other important features, such as opportunity sets,
signalling costs, signal confirmation, feedback loops, and the signalling environment, seem to

be neglected.
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An empirical analysis of signalling theory has been developed by Burze et al. (2020), supporting
an extension of signalling theory to account for information asymmetry. They explored
immediate reactions to signals, using nearly 20 years of data for the test, and found that
receivers do react to positive signals from a credible insider signaller to obviate information
asymmetry. In line with previous research, the study also finds that receivers react much
strongly to negative signals. Thus, considering the partial and conflicting studies, a literature
gap remains about how the content of sustainability disclosure may influence access to capital
in light of signalling theory, i.e., the reduction of information asymmetries.

In this perspetive, our research question (RQ) is:

RQ: “How does sustainability disclosure content influence access to equity and credit capital?”

Method

To achieve our research aims, we applied a qualitative-quantitative methodology (Blumberg et
al., 2014). Following Hair et al. (2003), combining qualitative and quantitative methods
strengthens research design, as each approach plays a distinct role and their integration yields
more robust results than either alone. Specifically, after a sample selection, we adopted a
qualitative methodology using a content analysis approach (Krippendorff, 2013) to investigate
the quality and quantity of information disclosed and to assign a score to each company. Thus,
we codified and quantified sustainable disclosure across a set of non-financial reports using
categories derived from the Communication from the Commission (2019) and literature. In the
second step, we realised a quantitative methodology through a correlation analysis between i)
the score and a ratio expression of cost of equity and ii) the score and cost of debt. However, a
correlation with the main performance indicators was carried out to ensure results’ validity.
Sample selection

To understand the effect of the quantity and quality of sustainability disclosure on the cost of
capital. The sample consists of 20 Italian companies operating in the fashion and apparel sector
(NACE Rev. 2 code 14). The selection followed a systematic three-stage procedure: (i)
extraction from the AIDA database of companies with available financial statements and
profitability indicators for F.Y. 2024; (ii) verification of the publication of a sustainability report
(DNF, integrated report, or equivalent) on the company’s official website for the same reference
year; (iii) random extraction of the final 20-unit sample from the eligible companies meeting
both criteria. The focus on a single sector ensures sectoral homogeneity, controlling for the

industry-level heterogeneity that typically confounds multi-sector ESG studies. Moreover, Italy
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is an appropriate context, as the NFRD and CSRD are European directives, and Italy can be
considered a synthesis of European characteristics, with urbanised and rural areas and a
diversified economy that covers a variety of sectors, such as agriculture, industry, and services.
Random selection is intended to avoid any influence from decision-making mechanisms on
human involvement. The 20 companies are mainly concentrated in Northern Italy (16 out of
20); the remaining 4 are located in Central Italy and in Southern Italy. This distribution does
not constitute a sampling bias, but rather reflects the actual geographical structure of the sector.
The presence, albeita minority, of firms in Central and Southern Italy ensures, at the same time,
sufficient geographical heterogeneity to rule out the possibility that the results are
systematically influenced by homogeneous territorial factors, thereby strengthening the
robustness of the analysis.

Data collection and analysis

The keyword clusters for the content analysis were developed based on the ESG factors adopted
by Borsa Italiana for the composition of the MIB ESG Index (Moody’s V.E / Vigeo Eiris
methodology). For each factor, a specific set of Italian terms was created and searched within
the Italian versions of the corporate reports. Keyword clusters were constructed for each ESG
pillar following the factor structure adopted by Borsa Italiana for the MIB ESG Index (Moody’s
V.E methodology). Six factors were covered for the Environmental dimension, eight for the
Social dimension, and six for the Governance dimension. For each factor, a set of Italian-
language keyword variants (Table 1) was developed to account for terminological diversity
across reports (e.g., for Supply Chain Management: gestione della catena di fornitura, gestione
della catena di approvvigionamento). The frequency of each keyword cluster was counted in
the Italian version of each company’s sustainability report, yielding a raw score per pillar (E,
S, G) and a total ESG score. A normalised score was also computed for each pillar as the
percentage of the pillar’s raw score over the total ESG word count, to control for the effect of

report length on absolute frequency counts.

Pillar E Pillar S Pillar G
Borsa Italiana Cluster Borsa Italiana Cluster Borsa Italiana Cluster
Keywords Keywords Keywords

Climate Cambiamento Equal Pari opportunita, Business Etica aziendale,
Change climatico, Opportunities | parita di genere, Ethics etica del
Strategy strategia diversita e business, codice

climatica inclusione etico
Eco- Eco-efficienza, = Freedom of Liberta di Compliance Conformita
Efficiency efficienza Association associazione,

operativa contrattazione

collettiva,
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contratto/i
collettivo/i
Energy Energia, Health and Salute e sicurezza Independence | Indipendenzadel
Management = gestione Safety of the Board | consiglio,
energetica, amministratori
gestione indipendenti,
dell’energia indipendenza di
giudizio
Environmental = Sostenibilita Human Diritti umani, diritti = VotingRights | Diritto di voto
Impact of del/dei Rights dell’uvomo
Product prodotto/i, ciclo
Portfolio di vita, Life
Cycle
Assessment
(LCA),
prodotto/i
sostenibile/i
Environmental = Gestione Product Responsabilita del | Shareholder | Partecipazione
Management = ambientale Responsibility = prodotto, Participation | degli azionisti,
etichettatura, engagement
sicurezza dei degli investitori
consumatori
Water Risk Rischio idrico, = Social Impact = Impatto sociale dei = Remuneration | Remunerazione
and Impact stress idrico, of Product prodotti
consumo idrico, = Portfolio
consumo di
acqua

Supply Chain | Gestione della

Management | catena di fornitura,
gestione della
catena di
approvvigionamento

Taxes Tasse
Table 1: Pillar E, S,G, cluster - The clustersbased on Italian keywords, the corporate reports were analyzed in

their official Italian versions to ensure consistency with the defined keyword clusters.

We collected information on sustainability disclosures from the company's website for the last
Fiscal Year (F.Y.). We measured sustainability disclosure through keyword frequency analysis.
For each cluster, we counted the total occurrences within the Italian version of each company's
sustainability report, yielding a raw score per pillar (E, S, G) and a total ESG score. A
normalised score was also computed for each pillar as the ratio of the pillar's raw score to the
total ESG word count, to control for report length bias.

After, we exported economic-financial information through the AIDA database. Specifically,
according to literature (Lacchini et al., 2025; Trequattrini et al., 2025), we used four ratios:

i.) Credit capital costs are included in the AIDA database's lending capital,
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ii.) Return on equity (ROE), as an expression of the profitability and the cost of equity,
in the hypothesis of the absence of arbitrage;

iii.)  Return on Investment (ROI), as to evaluate the efficiency or profitability of an
investment;

iv.)  Return on Sales (ROS), as to measure how efficiently a company turns its sales

revenue into operating profit.

The cost of debt (cost of borrowed capital from the AIDA database) is available for 11 out
of 20 companies; for the remaining 9, the value is not available (n.s.) due to unconsolidated
holding structures where financial expenses are allocated to subsidiaries or n.d. In the
following Table 2 the company ESG scores obtained through an absolute count via content
analysisisreported. The table details the keyword frequencies for each ESG pillar identified
in the 2024 sustainability reports of the analyzed firms. The “Total” column is the aggregate
sum of the E, S, and G pillars. Additionally, a normalized scores that reflect the relative
proportion of each pillar within the total ESG word count identified per firm are reported.
This control removes document length bias, correcting for the fact that larger enterprises

publish more extensive reports with higher absolute occurrences.

Company E S G Total Note E norm (%) S norm (%) G norm (%)
Company 1 43 52 9 104 41.3% 50.0% 8.7%
Company 2 187 199 146 532 leader 35.2% 37.4% 27.4%
Company 3 117 64 66 247 47.4% 25.9% 26.7%
Company 4 20 28 10 58 34.5% 48.3% 17.2%
Company 5 77 65 25 167 46.1% 38.9% 15.0%
Company 6 165 166 137 468 35.3% 35.5% 29.3%
Company 7 46 80 55 181 25.4% 44.2% 30.4%
Company 8 42 65 17 124 33.9% 52.4% 13.7%
Company 9 137 186 119 442 31.0% 42.1% 26.9%
Company 10 27 34 27 88 30.7% 38.6% 30.7%
Company 11 43 100 43 186 23.1% 53.8% 23.1%
Company 12 89 37 25 151 58.9% 24.5% 16.6%
Company 13 9 6 2 17 laggard 52.9% 35.3% 11.8%
Company 14 125 354 76 555 Soutlier 22.5% 63.8% 13.7%
Company 15 68 142 90 300 22.7% 47.3% 30.0%
Company 16 50 75 32 157 31.8% 47.8% 20.4%
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Company 17 23 59 40 122 18.9% 48.4% 32.8%
Company 18 97 78 72 247 39.3% 31.6% 29.2%
Company 19 80 75 65 220 36.4% 34.1% 29.5%
Company 20 28 10 8 46 60.9% 21.7% 17.4%
tot 1473 | 1875 1064 @ 4412

Table 2: Company ESG Scores (Absolute Counts via Content Analysis)

The Table 3 lists the financial indicators for each company. 'n.s.": non-significant value in the
AIDA database; 'n.d.": data not available.

Company ROI (%) ROS (%) ROE (%) | Costof Debt (%) Note

Company 1 1.06 1.21 0.28 413

Company 2 19.31 19.67 21.26 5.6

Company 3 15.98 11.62 12.02 n.d. holding
Company 4 7.32 8.19 8.38 6.75

Company 5 3.89 1.89 -0.77 n.s. holding
Company 6 -2.98 -4.37 0.46 10.24

Company 7 -14.55 -42.51 -47.92 n.s. holding
Company 8 16.57 15.42 14.29 n.s. holding
Company 9 7.62 28.44 5.43 n.s. holding
Company 10 6.06 458 457 n.s. holding
Company 11 0.69 0.95 -5.88 n.s. holding
Company 12 25.61 19.89 30.33 7.38

Company 13 -54 -8.3 -10.45 551

Company 14 -0.99 -49.74 0.61 8.61

Company 15 -4.61 n.s. 0.79 n.s. holding
Company 16 -2.91 -3.73 -13.33 2.9

Company 17 0.3 0.1 0.17 5.19

Company 18 n.s. 21.65 24.99 n.d.

Company 19 -4.69 -6.19 -15.52 5.88

Company 20 1 0.88 04 6.61

Table 3: Financial Indicators (AIDA, 2024 Unconsolidated Financial Statements)

Results And Discussion

Content analysis reveals differences in sustainability disclosure practices. As the CSRD is not
yetin force, thereis no single standard for reporting, and each company places greater emphasis
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on different aspects of ESG factors. Therefore, the quality and quantity of sustainability
disclosures are indeed crucial issues that investors and financiers should pay attention to.

Table 4 shows correlation Matrix RAW ESG and norm Scores and Financial Metrics Pearson

E raw Sraw G raw Total Enorm = Snorm = Gnorm n

raw
ROE (%) +0.352 = +0.051 | +0.130 | +0.172 +0.324 -0.269 @ -0.129 20
ROI (%) +0.328 = —-0.046 & +0.047 | +0.092 +0.377 -0.302  -0.177 19
ROS (%) +0.158 @ -0.349 = +0.091 @ -0.103 @ +0.345  -0.439  +0.095 19
Cost of Debt (%) +0.508 = +0.455 | +0.454 | +0.509 @ +0.028 @ -0.123 @ +0.139 11

Table 4: Correlation Matrix RAW ESG and norm Scores and Financial Metrics Pearson (r)

The quality of disclosure is a fundamental element in risk assessment by investorsand lenders,
as the fragmentation of standards (such as GRI, SASB, or TCFD) allows companies to engage
in cherry-picking, i.e., selecting only positive indicators, or to engage in greenwashing
(Gallego-Alvarez et al., 2018; Heras-Saizarbitoria et al., 2022; Macpherson and Rimmel, 2025).
Given the small sample size (n=20), Spearman's rank correlation (p) was utilized alongside
Pearson's (r), as it provides more robust and reliable estimates in the presence of small datasets

and potential non-normality. Table 5 shows the correlation matrix based on Spearman.

E raw Sraw G raw Total Enorm | Snorm = Gnorm n

raw
ROE (%) +0.339  +0.041 +0.211 & +0.208 @ +0.177 -0.224 -0.074 20
ROI (%) +0.191 = -0.121 = -0.061 & -0.021  +0.267 @ —-0.089 @ —0.225 19
ROS (%) +0.234 = -0.033 @ +0.091 @ +0.079 @ +0.232 = -0.230 @ —0.002 19
Cost of Debt (%) +0.418 +0.196 @ +0.318 @ +0.336 @ +0.127 @ -0.218 & +0.009 11

Table 5: correlation matrix based on Spearman's (p) coefficients

The highest and most consistent positive correlation is found between the E pillarand financial
performance metrics, namely ROE (r = +0.35) and ROI (r = +0.33). In line with previous
literature, firms that communicate a higher degree of environmental engagement show better
profitability indicators. This result is stable, holding true for both Pearson and Spearman
correlation coefficients. The normalized Social score is negatively correlated with ROS
(Pearson r = —0.44, p = 0.06), a result that approaches statistical significance (p < 0.10). The
correlation between the total RAW ESG score and the Cost of Debt is positive (r = +0.51). This
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counterintuitive result completely disappears when using the normalized score (r = +0.028).
Thus, larger and more structured companies publish longer reports (yielding higher absolute
keyword counts) and simultaneously possess more complex debt structures. This does not imply
that greater disclosure leads to a higher cost of debt. The Governance dimension shows
uniformly weak correlations, likely reflecting low within-sample variance in governance-
related terminology (Compliance accounts for 61% of all G-pillar occurrences). Reduced
variance ultimately limits the explanatory power of this variable. Results revealed that better
disclosure makes companies less risky from the investors’ and lenders’ perspectives.
Specifically, the normalised social and governance scores show a negative association with the
cost of equity, suggesting that companies with more balanced disclosure are perceived as less
risky, consistently with reduced information asymmetries (Lacchini and Trequattrini, 2024 ;
Trequattrini etal., 2025). On the one hand, the lack of a single standard increases agency costs,
and lenders and investors have to spend resources to interpret non-comparable data. Instead, in
the light of signalling theory a robust disclosure acts as a signal of quality, reducing uncertainty
(Connelly et al., 2011; Burze et al., 2020) and, consequently, the market’s required risk
premium. It aligns with previous studies on the role of sustainability disclosure in risk

perception (Lacchini et al., 2025; Trequattrini et al., 2025).

These results can be interpreted through the lens of signalling theory (Connelly et al., 2011).
The positive association between environmental disclosure and profitability indicators is
consistent with a separating equilibrium: companies with genuine environmental commitments
voluntarily signal this through structured and detailed reporting, thereby reducing information
asymmetries with investors and lenders. Furthermore, the normalised social and governance
scores show a negative association with the cost of equity (ROE), suggesting that companies
with a more balanced and proportionate sustainability disclosure are perceived as less risky by
investors, consistently with a separating equilibrium (Hamrouni et al., 2020). The
disappearance of the cost-of-debt correlation once scores are normalised suggests that raw
disclosure volume reflects firm complexity rather than ESG quality, highlighting the role of
signal observability and verifiability (Berghet al., 2014) as moderators of the signalling effect.
Thus, disclosure becomes not just ‘communication’, but indirect evidence of a robust
governance system driven by transparency. A company that monitors its emissions or supply
chain is perceived as less exposed to sudden external shocks, making its credit profile more

stable. These aspects appear to be in line with the new directives, which require banks to
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consider them when assessing creditworthiness, as an ESG risk that is not adequately monitored
could turn into a credit risk (Loizzo and Schimperna 2022; EBA/CP/2024/02).

However, if ROE, in the absence of arbitrage, can be considered equivalentto rate i, then itis
also a performance indicator. This means, therefore, that being overly focused on sustainability
could conflict with performance. This brings us to the debate between Trade-off Theory, which
focuses on the costs of sustainability, and Value Creation Theory, which argues that
sustainability creates value in the long term. This means that excessive investment in ESG
activities without an immediate economic return can depress short-term profits. If the market
does not immediately value these investments, a conflict of objectives arises between

maximising shareholder value (shareholder primacy) and stakeholder demands.

Conclusions

This paper aimed to investigate whether companies that disclose sustainability information
more thoroughly have better access to credit and risk capital. We used a qualitative-quantitative
method (Hair et al., 2003; Krippendorff, 2013), which involved a content analysis in the first
step and a correlation analysis in the second, on a sample of 20 Italian companies. Through a
content analysis of the sustainability report downloaded from the company's website, we
assigned scores for the quality and quantity of sustainability information. Then we correlated
these scores with ROE, an indicator of equity capital and the cost of lending capital, as reported
in the AIDA database.

First, environmental disclosure is positively associated with profitability indicators (ROE,
ROI), consistent with aseparating equilibrium: firms with genuine environmental commitments
signal quality through structured reporting, reducing information asymmetries with investors.
Second, normalised social and governance scores show a negative association with the cost of
equity, suggesting that balanced, proportionate disclosure is perceived as lower risk (Hamrouni
et al., 2020). Third, the positive correlation between raw ESG scores and the cost of debt
disappears once scores are normalised, indicating a size effect rather than a disclosure-quality
effect, highlighting the role of signal observability and verifiability (Bergh et al., 2014).
These considerations are crucial as they encourage companies to go beyond mere compliance
with legal requirements. This might encourage companies to provide comprehensive and
detailed sustainability disclosures rather than simply complying with regulatory requirements
with minimal effort. In this perspective, high-quality disclosure acts as a positive signal for the
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market, reducing information asymmetries between investors and lenders with the company
(Connelly et al., 2011; Burze et al., 2020).

This evidence is relevant from both theoretical and practical perspectives. From a theoretical
perspective, it fills a literature gap and advances research on the effect of sustainability
disclosure on corporate risk and company valuation (Lacchini and Trequattrini, 2024; Lacchini
et al., 2025; Trequattrini et al., 2025). From a practical perspective, it supports managers in
understanding how adequate sustainability disclosure that goes beyond mere legislative
requirements, reducing risks’ perception, can be a tool for attracting investment.

This study is subject to some limitations that open up interesting avenues for future research.
First, the sample is strictly limited to the fashion sector (NACE 14); while this approach
effectively controls for industry heterogeneity, it inherently limits the generalizability of the
findings. Second, due to the reliance on unconsolidated financial statements, data for the cost
of debt was available for only 11 out of the 20 sampled firms. Future research should leverage
consolidated financial statements to provide a more comprehensive overview-Additionally, we
carried out the analysis under the hypothesis of the absence of arbitrage, which impliesthat, in
the long period, the equivalence ROE =i holds only for the value of one F.Y. Future research
could include comparative analyses with other countries, expanding the sample, and applying

additional analytical methods.
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