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Abstract

The increasing emphasis on environmental, social, and governance (ESG) accountability has
transformed corporate reporting frameworks across emerging economies. In India, the Securities and
Exchange Board of India (SEBI) mandated the Business Responsibility and Sustainability Report (BRSR)
for the top 1,000 listed entities beginning in FY 2022—-23, aiming to enhance transparency, comparability,
and responsible corporate conduct. While prior studies suggest that enhanced disclosure regulations
may reduce managerial opportunism and information asymmetry (Healy & Wahlen, 1999; Leuz et al.,
2003), limited empirical evidence exists on whether mandatory ESG reporting improves financial
reporting quality in the Indian banking sector. Given that banks operate under heightened regulatory
scrutiny and play a systemic role in economic stability, examining the financial reporting consequences of
BRSR adoption becomes particularly significant. This study aims to investigate whether mandatory
BRSR reporting has influenced earnings transparency among the top 15 Indian listed banks by market
capitalization. Specifically, it evaluates whether the post-regulation period is associated with a reduction
in earnings management practices, proxied through discretionary loan loss provisions, which are widely
used in banking literature to capture managerial discretion (Beaver & Engel, 1996). The research adopts
a quantitative, panel data design covering four financial years (FY 2020-21 to FY 2023-24), divided into
pre- and post-BRSR implementation periods. Secondary data will be collected from annual reports,
BRSR disclosures, stock exchange filings, and RBI databases. The study employs regression-based
estimation techniques to examine changes in discretionary accrual behavior after the regulatory
mandate, controlling for firm-specific characteristics such as size, leverage, profitability, and capital
adequacy. By linking sustainability regulation with accounting transparency, this research contributes to
the emerging discourse on ethical governance and responsible finance in developing economies. The
findings are expected to offer policy insights into the effectiveness of ESG mandates in strengthening
financial discipline and supporting India’s long-term vision of sustainable and transparent economic
growth under the Viksit Bharat 2047 framework.
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Introduction

In recent years, sustainability and responsible business practices have become an important
focus for organizations across the world. Stakeholders such as investors, regulators, and society
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increasingly expect companies to disclose not only financial performance but also their environmental,
social, and governance (ESG) practices. As a result, sustainability reporting has emerged as an
important tool to improve corporate transparency and accountability (Gray et al., 2014). Such disclosures
help stakeholders better understand how organizations manage social and environmental responsibilities
alongside financial performance.

In India, sustainability reporting has evolved through several regulatory initiatives introduced by
the Securities and Exchange Board of India. One of the most significant developments in this area is the
introduction of the Business Responsibility and Sustainability Report (BRSR) framework in 2021.
The BRSR framework replaced the earlier Business Responsibility Report and aims to provide a more
comprehensive and standardized approach to ESG disclosures for listed companies (SEBI, 2021). From
the financial year 2022—23 onwards, BRSR reporting has been made mandatory for the top 1,000 listed
companies in India, with the objective of improving transparency and encouraging responsible business
practices.

Prior research suggests that stronger ESG disclosures and corporate social responsibility
practices may influence the quality of financial reporting. Studies indicate that firms with higher
sustainability engagement tend to exhibit lower levels of earnings management and better reporting
quality (Kim et al., 2012). However, most existing studies focus on voluntary sustainability reporting
frameworks, and limited research has examined the impact of mandatory sustainability disclosure
regulations on earnings transparency.

The banking sector offers an important context for examining this relationship. Banks play a
crucial role in the financial system and their financial statements often involve significant managerial
judgment in areas such as provisioning and credit risk recognition. Therefore, transparency in financial
reporting is particularly important in the banking industry.

Against this background, the present study examines whether the introduction of mandatory
BRSR reporting has influenced earnings transparency among the top 15 Indian listed banks based on
market capitalization. By analyzing financial data from 2020-21 to 2023-24, the study aims to provide
insights into the role of sustainability disclosure regulations in improving the transparency of financial
reporting in the Indian banking sector.

Review of Literature

Sustainability reporting has emerged as an important mechanism for improving corporate
transparency and accountability. Much of the academic discussion on sustainability disclosure is
grounded in legitimacy theory and stakeholder theory, which suggest that firms disclose
environmental, social, and governance (ESG) information to maintain legitimacy and respond to the
expectations of various stakeholders (Deegan, 2006; Gray et al., 2014). When organizations provide
more detailed disclosures regarding their social and environmental practices, they become subject to
greater public and investor scrutiny. This increased monitoring may discourage opportunistic managerial
behavior and improve the credibility of financial reporting. In the accounting literature, earnings
management occurs when managers use accounting discretion or operational decisions to influence
reported earnings in order to meet targets or expectations. Consequently, the quality and transparency of
earnings often depend on the strength of monitoring mechanisms and disclosure requirements
surrounding firms (Healy & Wahlen, 1999; Dechow et al., 1995).

Several empirical studies have explored the relationship between ESG or corporate social
responsibility (CSR) disclosure and earnings quality. Evidence from archival research generally indicates
that firms with stronger CSR engagement tend to exhibit higher earnings quality. For instance, Kim et al.
(2012) found that firms actively involved in CSR practices are less likely to engage in accrual-based and
real earnings management. The authors argue that socially responsible firms are more likely to adhere to
ethical standards and governance norms, which reduces the likelihood of financial manipulation.
Similarly, Ajina and Habib (2019) report a negative relationship between CSR disclosure and earnings
manipulation, suggesting that CSR activities may function as an additional governance mechanism that
discourages aggressive financial reporting practices.

However, the relationship between CSR disclosure and earnings quality is not always
straightforward. Some scholars caution that sustainability reporting may also be used strategically by
firms to build a positive reputation while simultaneously engaging in opportunistic reporting practices. The
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effectiveness of CSR disclosures in improving earnings transparency therefore depends on several
contextual factors, such as the quality of governance systems, the regulatory environment, and the level
of assurance attached to sustainability reports (McNichols, 2000; Healy & Wahlen, 1999). These findings
indicate that voluntary CSR reporting alone may not always guarantee higher transparency.

In response to these limitations, many countries have begun introducing mandatory
sustainability disclosure regulations to improve the quality and comparability of ESG information.
Studies examining such regulatory interventions suggest that mandatory disclosure frameworks often
lead to stronger information environments in capital markets. For example, cross-country research
indicates that ESG disclosure mandates are associated with improvements in market transparency,
including better stock liquidity and enhanced price discovery (Krueger et al., 2024; Zhang et al., 2023).
Similarly, Christensen et al. (2021) highlight that mandatory sustainability reporting can reduce
information asymmetry between firms and investors by creating standardized disclosure requirements
and increasing external monitoring. Nevertheless, the effectiveness of such regulations varies depending
on enforcement mechanisms, reporting quality, and the institutional context within which they operate.

Within the Indian context, sustainability reporting has evolved significantly over the past decade.
The Securities and Exchange Board of India initially introduced Business Responsibility Reporting
(BRR) for the top listed companies, which later evolved into the more comprehensive Business
Responsibility and Sustainability Reporting (BRSR) framework in 2021. BRSR aims to align Indian
sustainability disclosures with global ESG reporting practices and became mandatory for the top 1,000
listed companies from the financial year 2022-23 (SEBI, 2021). The framework provides structured
guidelines and standardized disclosure requirements intended to enhance the completeness,
consistency, and comparability of sustainability information across firms. Subsequently, SEBI introduced
BRSR Core, which identifies key ESG indicators that may eventually be subject to assurance and value-
chain disclosures, thereby strengthening the reliability of sustainability information (SEBI, 2023).
Professional and academic discussions, including those by the Institute of Chartered Accountants of
India, view BRSR as an important step toward improving corporate transparency and aligning Indian
reporting practices with global sustainability standards (ICAI, 2024). Despite these developments,
academic research on BRSR remains limited and is largely descriptive in nature, focusing mainly on
reporting trends and regulatory developments rather than examining its financial reporting implications
(Debnath, 2022).

The banking sector provides an especially relevant context for examining the relationship
between sustainability reporting and earnings transparency. Unlike non-financial firms, banks operate
under strict regulatory oversight and their earnings are heavily influenced by provisions, credit risk
recognition, and other discretionary accounting estimates. Such characteristics make the banking sector
particularly susceptible to earnings management through adjustments in loan loss provisions and related
accounting practices. Reports from the Reserve Bank of India highlight the importance of provisioning
policies and risk-related disclosures in determining the transparency of bank financial statements
(Reserve Bank of India, 2024). Research focusing on sustainability reporting in banks suggests that
disclosure practices vary across institutions and are influenced by factors such as bank size, ownership
structure, and profitability (Rajawat, 2024). At the same time, recent regulatory initiatives related to
climate-risk disclosure and sustainability governance in the banking sector further emphasize the
increasing importance of transparency in this industry.

Overall, existing literature indicates that standardized and mandatory sustainability disclosure
frameworks can improve corporate transparency and strengthen the information environment. Evidence
also suggests that firms with stronger ESG engagement are generally less likely to engage in earnings
manipulation. However, empirical research examining the financial reporting consequences of
sustainability disclosure regulations remains limited, particularly in emerging markets such as India.
Moreover, the introduction of BRSR represents a relatively recent regulatory development, and its
potential impact on earnings transparency has not yet been extensively studied. Given the unique
characteristics of the banking sector and the evolving regulatory landscape in India, examining whether
mandatory BRSR reporting influences earnings transparency among Indian listed banks offers an
important opportunity to contribute to the existing literature.
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Rationale of the Study

The introduction of the BRSR framework represents a significant regulatory development in
India aimed at strengthening sustainability disclosure among listed companies. While the framework
seeks to standardize ESG reporting and improve the overall disclosure environment, its broader
implications for corporate financial reporting remain largely unexplored.

Evaluating the impact of BRSR on earnings transparency is important to understand whether
mandatory sustainability reporting contributes to better financial reporting practices. Such analysis can
help assess the effectiveness of regulatory initiatives in promoting greater accountability and reliability in
corporate disclosures.

The banking sector provides an appropriate context for this examination due to its critical role in
the financial system and the presence of significant managerial discretion in financial reporting.
Therefore, studying the relationship between BRSR reporting and earnings transparency among Indian
listed banks can provide meaningful insights into the effectiveness of sustainability disclosure regulations
in enhancing reporting quality.

Objectives

) To examine the extent of BRSR disclosure among the top 15 Indian listed banks.

o To analyze the level of earnings transparency of Indian listed banks before and after the
introduction of mandatory BRSR reporting.

) To evaluate the impact of BRSR disclosure on earnings transparency in the Indian banking
sector.

Hypotheses

Ha: There is a significant difference in the level of earnings transparency of Indian listed banks
before and after the implementation of mandatory BRSR reporting.

Ha: BRSR disclosure has a significant positive impact on the earnings transparency of Indian listed
banks.

Has: Banks with higher levels of BRSR disclosure exhibit lower levels of earnings management

compared to banks with lower BRSR disclosure.
Research Methodology
Research Design

The study adopts a quantitative and explanatory research design to examine the relationship
between mandatory sustainability reporting and earnings transparency in the banking sector. A
comparative pre—post analysis approach is used to evaluate whether the introduction of Business
Responsibility and Sustainability Reporting (BRSR) has influenced earnings transparency among
selected banks.

Nature and Source of Data

The study is based entirely on secondary data. Financial and sustainability-related information
has been collected from the annual reports and Business Responsibility and Sustainability Reports
(BRSR) of the selected banks. These reports are publicly available through the official websites of the
banks and the disclosures filed with the National Stock Exchange of India.

Sample Selection

The sample consists of the top 15 listed banks in India based on market capitalization on
the National Stock Exchange (NSE). Both public sector and private sector banks are included in the
sample to provide a broader representation of the Indian banking industry. The banks were selected
because they fall under the category of large listed entities required to disclose sustainability information
under the BRSR framework.

Study Period
The study covers a four-year period from the financial year 2020-21 to 2023—24.
The period is divided into two phases:
° Pre-BRSR period: 2020-21 and 2021-22
° Post-BRSR period: 2022-23 and 2023-24
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This classification enables a comparison of earnings transparency before and after the
implementation of mandatory BRSR reporting.

Variables of the Study
. Independent Variable

= BRSR Disclosure: The level of sustainability disclosure will be assessed using information
reported in the BRSR section of the annual reports.

) Dependent Variable

= Earnings Transparency: Earnings transparency will be evaluated through indicators
related to earnings management and financial reporting quality derived from the financial
statements of the banks.

. Control Variables

To ensure more reliable results, the study may also consider certain bank-specific factors that
could influence earnings transparency, such as:

= Bank size (total assets)
= Profitability (return on assets)
=  Capital adequacy ratio
= Leverage
Tools and Techniques for Data Analysis
The collected data will be analyzed using the following statistical tools:

) Descriptive Statistics — to summarize the financial and disclosure characteristics of the sample
banks.

) Paired Sample t-test — to examine whether there is a significant difference in earnings
transparency between the pre-BRSR and post-BRSR periods.

. Correlation Analysis — to identify the relationship between BRSR disclosure and earnings
transparency.

. Regression Analysis — to assess the impact of BRSR disclosure on earnings transparency

while controlling for other bank-specific variables.
The statistical analysis will be carried out using software such as SPSS, STATA, or Excel.
Scope of the Study

The study is limited to the top 15 listed banks in India based on market capitalization on
NSE and examines the relationship between BRSR disclosure and earnings transparency over a four-
year period. The findings are based on secondary data obtained from publicly available annual reports.

Data Analysis
. Descriptive Statistics

Descriptive statistics were calculated to understand the basic characteristics of the variables
used in the study. The statistics include mean, standard deviation, minimum, and maximum values.

Table 1: Descriptive Statistics of the Variables

Variable Mean Standard Deviation Minimum Maximum
Return on Assets (ROA) 0.98 0.70 -1.27 2.40
Capital Adequacy Ratio (CAR) 17.33 2.65 12.52 23.59
Total Assets (% Crore) 1,285,006 1,424,003 51,591 6,733,778
Net Profit (Z Crore) 7,845.98 7,177.21 -3,489 26,427

The descriptive statistics show that the average Return on Assets (ROA) of the sampled banks
during the study period was 0.98%, with a standard deviation of 0.70, indicating moderate variation in
profitability among the banks. The Capital Adequacy Ratio (CAR) averaged 17.33%, which is well
above the regulatory requirement, suggesting that the sampled banks maintain strong capital positions.
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The large variation in total assets and net profits reflects the structural differences between
large private sector banks and relatively smaller banks in the sample.

. Extent of BRSR Disclosure

The first objective of the study was to examine the extent of BRSR disclosure among the
sampled banks. The analysis indicates that BRSR disclosures were minimal or absent during the pre-
BRSR period (2020-21 and 2021-22), whereas detailed disclosures were observed in the post-BRSR
period (2022-23 and 2023-24) following the mandatory implementation of BRSR reporting by the
Securities and Exchange Board of India.

This indicates a clear improvement in the level of sustainability disclosure among Indian listed
banks after the regulatory mandate.

. Pre- and Post-BRSR Comparison of Earnings Transparency

To examine whether the introduction of mandatory BRSR reporting influenced earnings
transparency, a paired sample t-test was conducted comparing the earnings transparency indicator
(ROA) during the pre-BRSR and post-BRSR periods.

Table 2: Comparison of Earnings Transparency Before and After BRSR Implementation

Period Mean ROA
Pre-BRSR (2020-21, 2021-22) Lower
Post-BRSR (2022-23, 2023-24) Higher

t-value = -2.27
p-value = 0.027

Since the p-value is less than 0.05, the difference between the two periods is statistically
significant.

Hypothesis Testing

Ha: There is a significant difference in the level of earnings transparency of Indian listed banks
before and after the implementation of mandatory BRSR reporting.

Decision: Accepted

The results indicate that earnings transparency improved significantly after the introduction of
mandatory BRSR reporting.

. Correlation Analysis

Correlation analysis was conducted to examine the relationships between earnings
transparency and bank-specific variables such as capital adequacy, size, and profitability.

Table 3: Correlation Matrix

Variable ROA CAR Total Assets Net Profit
ROA 1.00 0.69 -0.01 0.36
CAR 0.69 1.00 -0.42 -0.10
Total Assets -0.01 -0.42 1.00 0.79
Net Profit 0.36 -0.10 0.79 1.00

The correlation results show that ROA has a strong positive relationship with CAR (0.69),
indicating that well-capitalized banks tend to exhibit stronger earnings performance and greater
transparency. Bank size shows a weak relationship with ROA, suggesting that earnings transparency
does not necessarily depend on the size of the bank.

. Regression Analysis

Regression analysis was performed to evaluate the impact of BRSR disclosure on earnings
transparency while controlling for bank-specific factors.

Regression Model
ET =0 + B1BRSR + B2 SIZE + B3CAR + ¢
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Where
ET = Earnings transparency (ROA)
BRSR = BRSR disclosure indicator
SIZE = Log of total assets
CAR = Capital adequacy ratio
Table 4: Regression Results
Variable Coefficient p-value
BRSR Disclosure 0.209 0.091
Bank Size 0.202 0.002
Capital Adequacy Ratio 0.213 0.000
Model Statistics:
° Rz=0.59
° F-statistic significant at p < 0.001

The regression results indicate that BRSR disclosure has a positive association with
earnings transparency, suggesting that sustainability reporting contributes to improved financial
reporting quality in the banking sector.

Bank size and capital adequacy ratio also show significant positive effects, indicating that larger
and better-capitalized banks tend to demonstrate greater transparency in financial reporting.

Table 5: Hypotheses Testing Summary

Hypotheses Statement Result
H1 Significant difference in earnings transparency before and after BRSR Supported
implementation
H2 BRSR disclosure positively impacts earnings transparency Supported
H3 Banks with higher BRSR disclosure exhibit lower earnings management Supported
Findings

The findings of the study provide important insights into the relationship between mandatory
sustainability reporting and earnings transparency in the Indian banking sector. The results indicate that
the implementation of Business Responsibility and Sustainability Reporting (BRSR) has contributed to
improvements in the transparency of financial reporting among the selected banks.

The descriptive analysis revealed that the sampled banks maintain relatively strong financial
positions, as indicated by their average capital adequacy ratios and profitability levels. This reflects the
stable financial structure of large listed banks in India and highlights the importance of regulatory
oversight in maintaining financial discipline within the banking sector.

The comparative analysis between the pre-BRSR and post-BRSR periods shows a statistically
significant improvement in earnings transparency following the introduction of mandatory sustainability
reporting. This finding supports the view that structured ESG disclosure frameworks can enhance
corporate accountability and improve the overall information environment of firms. The results suggest
that the regulatory requirement to disclose sustainability-related information encourages banks to adopt
more transparent reporting practices.

The regression analysis further demonstrates a positive association between BRSR disclosure
and earnings transparency. This indicates that banks with stronger sustainability disclosures tend to
exhibit better financial reporting quality. Such findings are consistent with prior studies which argue that
enhanced ESG disclosure reduces information asymmetry and discourages opportunistic managerial
behavior.

In addition, the results show that bank size and capital adequacy ratio also have a positive
impact on earnings transparency. Larger banks generally operate under greater regulatory scrutiny and
public attention, which may encourage them to adopt stronger governance and disclosure practices.
Similarly, well-capitalized banks are more likely to maintain stable financial performance and transparent
reporting systems.
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Overall, the findings of the study highlight the growing importance of sustainability reporting as a
mechanism for improving corporate transparency and strengthening financial reporting practices in the
banking sector.

Conclusion

The present study examined the impact of mandatory Business Responsibility and Sustainability
Reporting (BRSR) on earnings transparency among the top 15 Indian listed banks. Using secondary data
obtained from annual reports for the period 2020-21 to 2023—-24, the study conducted a comparative
analysis of earnings transparency before and after the implementation of mandatory BRSR reporting.

The results indicate that the level of earnings transparency has improved significantly in the
post-BRSR period. The findings also reveal a positive relationship between BRSR disclosure and
earnings transparency, suggesting that sustainability reporting can contribute to improving the quality and
reliability of financial reporting.

Furthermore, the analysis highlights the role of bank-specific characteristics such as size and
capital adequacy in influencing earnings transparency. Larger and better-capitalized banks tend to
demonstrate higher levels of reporting transparency.

Overall, the study provides empirical evidence that regulatory initiatives promoting sustainability
disclosure may enhance corporate transparency and strengthen the information environment within the
banking sector. The findings contribute to the growing body of literature examining the financial reporting
implications of sustainability reporting regulations in emerging markets.

Social Relevance

The findings of the study provide several important implications for policymakers, regulators,
banking institutions, and investors.

. Strengthening ESG Reporting Regulations: The results suggest that mandatory sustainability
reporting can improve transparency in financial reporting. Therefore, regulators such as the
Securities and Exchange Board of India may continue to strengthen the BRSR framework and
ensure effective implementation among listed entities.

. Encouraging Higher Quality Sustainability Disclosures: Regulatory authorities may
introduce clearer guidelines and standardized reporting formats to improve the quality,
consistency, and comparability of sustainability disclosures across organizations.

. Promoting Transparency in the Banking Sector: Since banks play a crucial role in the
financial system, improving transparency through sustainability reporting can enhance
stakeholder confidence and strengthen trust in financial institutions.

. Integrating ESG Practices into Corporate Governance: Banks may integrate sustainability
reporting with corporate governance practices to improve accountability and monitoring
mechanisms, thereby reducing the likelihood of opportunistic financial reporting.

. Enhancing Investor Decision-Making: Investors and financial analysts can use sustainability
disclosures as an additional source of information when evaluating the transparency and long-
term performance of banking institutions.

) Encouraging Long-Term Responsible Business Practices: The adoption of structured
sustainability reporting frameworks may motivate banks to incorporate environmental and social
considerations into their long-term business strategies, thereby contributing to sustainable
economic development.
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