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While earnings quality and sustainability performance have been 
extensively researched as independent domains, their 
synchronized analysis as an indicator of managerial intentionality 
remains an open question. This study operationalizes earnings 
quality through earnings persistence and examines its 
synchronized presence with ESG (Environmental, Social, and 
Governance) quality and the temporal stability of ESG 
performance. Focusing on the period between 2011 and 2019 – 
a window free from major global economic shocks – these 
dimensions are analyzed using a filtered panel dataset of 460 listed 
companies. Results reveal a moderate positive correlation 
between earnings persistence and overall ESG scores (r = 0.10), 
as well as ESG persistence (r = 0.11), demonstrating the 
concurrent presence of financial and non-financial stability within 
the sample. A management-oriented interpretation of these 
findings suggests that the convergence of persistence patterns 
serves as an empirical indicator of conscious strategic 
coordination. An empirical framework is provided for measuring 
corporate strategic coherence through the synchronized stability 
of financial and sustainability outcomes. 
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1 Introduction 
 
In modern corporate evaluation, the integration of sustainability (ESG) criteria is no 
longer merely an ethical choice but a fundamental element of long-term risk 
management and value creation. The core idea of this study is that the synchronicity 
between sustainability performance and financial earnings quality – specifically their 
temporal stability – serves as an empirical indicator of conscious managerial 
intentionality and coherent corporate strategy. The purpose of this research is to 
explore whether companies can manage financial and non-financial stability in 
parallel and in harmony, or whether sustainability commitments merely serve to 
mask financial uncertainties. 
 
Investigation of this topic is made particularly timely by the uncertainty surrounding 
sustainability ratings and the proliferation of "greenwashing". While previous 
researchers have devoted significant attention to the relationship between ESG 
levels and profitability, findings are often contradictory: while proponents of the 
ethical hypothesis have confirmed a positive co-movement between sustainability 
and earnings quality, followers of the opportunistic or "decoupling" theory suggest 
that aggressive ESG communication often appears as a shield to disguise weak 
financial fundamentals. This research contributes to this discourse by analyzing not 
only static indicators but also the degree of stability – namely, the relationship 
between earnings persistence and ESG persistence. This approach allows for an 
empirical distinction between strategic decoupling and genuine managerial 
intentionality. 
 
The subject of the investigation is verified using a panel dataset of 460 listed 
companies, focusing on a stability window between 2011 and 2019 that is free from 
major global economic shocks. The methodology is based on first-order 
autoregressive (AR1) models, which enable the temporal stability of financial and 
sustainability outcomes to be quantified individually for each company. Correlation 
analysis of the two persistence dimensions combined with pillar-level examinations 
ensures the testing of hypotheses and the exact measurement of the degree of 
strategic synchronization. 
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2 Literature review 
 
The evaluation of corporate earnings quality has been at the forefront of accounting 
research for decades. A fundamental consensus in the literature is that earnings 
quality is not captured by a single metric but rather by a series of indicators. Within 
this framework, conservative accounting practices play a critical role; as Velte (2017) 
suggests, ethical and well-governed firms tend to engage in more conservative and 
transparent accounting, which minimizes discretionary interventions and enhances 
the reliability of reports. Such practices ensure that the reported figures represent 
the actual economic performance rather than managerial manipulation. 
 
Among the various proxies for earnings quality, earnings persistence is regarded as 
one of the most important and significant indicators. According to Barth et al. 
(2023), persistence expresses the extent to which current period earnings are 
sustainable and serve as a reliable basis for predicting future performance. High 
persistence reduces investor uncertainty by containing fewer transitory or "noisy" 
elements (Hou et al., 2020). Conversely, a lack of persistence is often a signal of 
earnings management; Dechow et al. (2010) point out that managers often utilize 
discretionary accruals to smooth profits or meet specific targets, thereby distorting 
the informational content of financial reports. Empirical studies by Eliwa et al. 
(2021) have confirmed that companies with transparent and persistent earnings face 
significantly lower costs of capital, as the market rewards predictability with a 
"quality premium". 
 
The importance of sustainability performance in corporate evaluation has grown 
exponentially, as it is increasingly viewed as an indicator of long-term risk and future 
resilience. Serafeim (2020) highlights that the market distinguishes between 
"symbolic" and "substantive" commitment, where the latter is characterized by its 
alignment with financial goals. Consistent sustainability development is not merely 
a reporting obligation but indicates the maturity of internal corporate processes 
(Christensen et al., 2021) and acts as "long-term insurance," stabilizing operations 
even in the event of market shocks (Attig et al., 2016; Liang and Renneboog, 2017). 
 
Sustainability is primarily quantified through ESG (Environmental, Social, 
Governance) ratings yet debates regarding the reliability of these metrics persist. 
Berg et al. (2022) describe "aggregate confusion," where different rating agencies 
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assign drastically different evaluations due to varying methodologies. Due to this 
uncertainty, research attention has shifted from static scores toward ESG 
persistence. Zheng et al. (2022) argue that the temporal stability of sustainability 
metrics reveals far more about a company's strategic orientation than a one-time 
value. Frequent and unjustified fluctuations in ESG scores may be signs of 
"greenwashing" or a lack of strategic focus (Dorfleitner et al., 2020). 
 
The relationship between ESG performance and earnings quality is a central debate. 
The ethical hypothesis suggests that leading ESG firms produce more reliable 
reports and exhibit higher earnings persistence (Velte, 2017; Jordaan et al., 2018; 
Kim et al., 2012). Rezaee and Tuo (2019) argue that sustainability disclosures and 
financial transparency are mutually reinforcing processes. Conversely, "Decoupling" 
Theory suggests that management may use ESG results as a "shield": when financial 
performance is unsustainable, managers may use aggressive ESG communication to 
divert investor attention (Tashman et al., 2019; Torelli et al., 2020). This strategic 
decoupling occurs when rhetoric diverges from actual performance (Hawn and 
Ioannou, 2016). 
 
The integration of these dimensions is fundamentally rooted in managerial 
intentionality. Schiehll and Kolahgar (2021) explain that the coordination of financial 
and non-financial metrics requires effective management, while Henri & Journeault 
(2010) emphasize that coordinated management is evident when profitability and 
sustainability KPIs are explicitly linked. These patterns are also driven by 
institutional investor expectations; as Dyck et al. (2019) and Grewal et al. (2019) 
show, the market punishes companies when ESG commitments lack stable financial 
foundations. Ultimately, ESG persistence leads to more stable cash flows 
(Albuquerque et al., 2019), but only the consistent improvement of material ESG 
factors brings genuine market value growth (Khan et al., 2016). A divergence in these 
persistence patterns undermines trust in managerial competence (Billio et al., 2021). 
 
3 Hypotheses 
 
Based on ethical theory, it is assumed that companies performing well in ESG 
engage in more conservative and transparent accounting practices. 
  



G. Horváth: Managerial Intentionality: Linking Earnings Quality and Sustainability 249 

 

 

− H1: The level of ESG performance is positively associated with the degree 
of earnings persistence. 
Strong sustainability performance reflects a commitment to transparency, 
which marginalizes discretionary earnings management, making profits 
more sustainable. 

 
Furthermore, it is assumed that the temporal stability of sustainability and financial 
performance is the result of conscious strategic planning. 
 

− H2: The temporal stability of ESG performance (ESG persistence) is 
positively correlated with earnings persistence. 
If management can produce stable outcomes in both dimensions, it 
indicates that sustainability goals have been integrated into operational and 
financial decision-making processes. 

 
4 Methodology 
 
The research focuses on a panel database covering the period between 2011 and 
2019 to avoid structural breaks caused by the post-2008 consolidation and the 2020 
pandemic (Barth et al., 2023; Ding et al., 2021). Examining this "stability window" 
allows for a bias-free analysis of the long-term strategic relationship between 
managerial intentionality and ESG persistence. 
 
Data were sourced from the LSEG / Refinitiv Eikon database. The base sample 
consisted of 8,918 listed companies with ESG ratings in 2019; the financial sector 
was removed due to its specific accounting regulations. Earnings quality is measured 
by the temporal stability of results using a first-order autoregressive AR(1) model 
(1). Persistence coefficients (β) were determined individually for each company with 
Newey-West standard errors to correct for autocorrelation and heteroskedasticity: 
 

𝑁𝑁𝑁𝑁𝑖𝑖,𝑡𝑡
𝑇𝑇𝑇𝑇𝑖𝑖,𝑡𝑡−1

= 𝛼𝛼 +  𝛽𝛽 ∗ 𝑁𝑁𝑁𝑁𝑖𝑖,𝑡𝑡−1
𝑇𝑇𝑇𝑇𝑖𝑖,𝑡𝑡−2

+ 𝜀𝜀𝑡𝑡,𝑖𝑖……………………………………….....(1) 

 

where 𝑁𝑁𝑁𝑁𝑖𝑖,𝑡𝑡
𝑇𝑇𝑇𝑇𝑖𝑖,𝑡𝑡−1

 represents the earnings of firm i in period t scaled by lagged total assets; 

denotes 𝑁𝑁𝑁𝑁𝑖𝑖,𝑡𝑡−1
𝑇𝑇𝑇𝑇𝑖𝑖,𝑡𝑡−2

 the lagged scaled earnings; 𝛼𝛼 is the intercept term; 𝛽𝛽 represents the 
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persistence coefficient, which quantifies the sustainability of current earnings for 
future periods; and 𝜀𝜀𝑡𝑡,𝑖𝑖 is the error term. 
 
To ensure reliable firm-level estimations, the sample was restricted to companies 
with at least 6 years of continuous data within the stability window (Tmin=6). The 
final analysis sample includes 460 firms where the firm-level autoregressive models 
yielded statistically significant earnings persistence and ESG persistence coefficients 
at the 5% level. 
 
5 Results 
 
The direction and strength of relationships between variables were quantified using 
Pearson correlation coefficients. This method allows for the measurement of the 
synchronization between earnings persistence and ESG metrics. 
 
The correlation between earnings persistence (β) and the 2019 overall ESG score is 
0.10, supporting H1. Statistically, this indicates a weak but positive and significant 
relationship, which is consistent with the findings of Velte (2017), who 
demonstrated that companies with superior ESG performance tend to exhibit higher 
earnings persistence. Results suggest that higher sustainability performance generally 
coincides with more sustainable profitability. Pillar-level breakdowns show highly 
homogeneous values: earnings persistence correlates at 0.10 with the Environmental 
(E) pillar, 0.09 with the Social (S) pillar, and 0.10 with the Governance (G) pillar. 
This uniform, albeit moderate, intensity suggests that the integration of sustainability 
considerations moves holistically alongside earnings quality. A notable finding is the 
-0.11 correlation with the LSEG Controversies Score, indicating that sustainability 
scandals and ethical breaches correlate with lower earnings quality. 
 
The relationship between the β of earnings persistence and the β of ESG persistence 
was examined to address H2. The correlation between these metrics is 0.11, reflecting 
a positive but weak relationship. Based on the current results, H2 is supported. This 
empirical result confirms the existence of strategic coordination between financial 
and sustainability stability management, though such synchronization remains 
nascent for a significant portion of companies. 
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Table 1: Summary of Correlation Results (Pearson r) 
 

Variable pair  
(with earnings persistence) Correlation coeff. Hypothesis Outcome 

ESG Score (2019)  0.10 H1 Supported 
Environmental (E) Pillar  0.10 - Positive relationship 
Social (S) Pillar  0.09 - Positive relationship 
Governance (G) Pillar  0.10 - Positive relationship 
LSEG Controversies Score  -0.11 - Negative relationship 
ESG Persistence  0.11 H2 Supported 

Source: author’s own calculation based on LSEG / Refinitiv Eikon data (2011–2019) 

 
The empirical results provide statistical support for the core propositions of the 
study regarding the synchronization of financial and sustainability metrics: 
 

− Support for H1: A moderate positive correlation (r = 0.10) was found 
between earnings persistence and the overall ESG score. This indicates that 
firms with higher sustainability performance generally exhibit more 
sustainable profitability, consistent with the ethical hypothesis that suggests 
responsible management views stability holistically. 

− Pillar-Level Homogeneity: The correlations across the individual 
Environmental (0.10), Social (0.09), and Governance (0.10) pillars are 
remarkably uniform. This suggests that the integration of sustainability 
considerations into the financial framework is a holistic process rather than 
being driven by a single dimension. 

− Impact of Controversies: The negative correlation with the LSEG 
Controversies Score (r = -0.11) highlights that ethical breaches and 
sustainability scandals are significantly associated with lower earnings 
quality. This suggests that corporate scandals often characterize 
organizations with less stable financial fundamentals. 

− Support for H2: The positive correlation (r = 0.11) between earnings 
persistence and ESG persistence confirms that the temporal stability of 
these two dimensions is interconnected. While the relationship is relatively 
weak, it provides empirical evidence of strategic coordination, indicating 
that for a portion of the sample, stability in both financial and sustainability 
outcomes is a result of conscious managerial planning. 
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6 Conclusions 
 
The relationship between the temporal consistency of earnings quality and 
sustainability performance was examined, operationalizing earnings quality through 
earnings persistence. Focusing on the crisis-free stability window of 2011–2019, the 
analysis highlights a concurrent movement between high-level sustainability 
performance and the temporal stability of financial results. This relationship 
confirms that responsible operation and profitability stability are inseparable, parallel 
corporate characteristics. The individual dimensions of sustainability – 
environmental, social, and governance – appear balanced alongside financial 
stability, reflecting a holistic integration of sustainability aspects within firms. 
 
Conversely, the emergence of sustainability risks and ethical incidents correlates with 
a weakening of earnings quality. This negative logical connection suggests that 
corporate scandals and uncertain financial fundamentals often characterize less 
stable organizations. The central conclusion of the study pertains to the internal 
alignment of financial and sustainability stability metrics. The positive relationship 
between the persistence of these two dimensions supports the existence of strategic 
coordination, indicating that maintaining stability in both areas is the result of 
conscious managerial planning and control. However, the intensity of this 
relationship also reveals that such synchronization is often nascent or partial in 
corporate practice. The convergence of persistence patterns may thus be one of the 
most important empirical indicators of strategic management maturity and coherent 
decision-making. 
 
Beyond the theoretical contributions, these findings offer significant practical 
implications for several stakeholders. For corporate managers and executives, the 
results underscore that sustainability should not be managed as a siloed function but 
as a strategic pillar integrated with financial planning. The synchronization of 
financial and non-financial persistence serves as a benchmark for managerial 
intentionality and strategic management maturity, signaling to leadership when a 
'decoupling' or 'shielding' risk exists. For investors, particularly institutional owners, 
the results provide a novel screening tool; rather than relying on static ESG scores, 
they can evaluate the temporal stability of these metrics alongside earnings quality to 
identify firms with substantive commitments and stable financial foundations. 
Finally, for regulators and auditors, the convergence or divergence of persistence 
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patterns offers an empirical indicator to detect potential greenwashing or strategic 
decoupling in corporate reporting. 
 
Future research could develop these findings by employing more complex statistical 
models to identify causal relationships and company-specific fixed effects. 
Additionally, sectoral breakdowns are warranted, as the financial materiality of ESG 
factors varies across industries. Finally, it would be compelling to extend the analysis 
to include the ownership share of institutional investors, as they drive more 
sustainable operations and facilitate closer strategic alignment between financial and 
ESG performance through enhanced monitoring. Ultimately, this study provides a 
framework for measuring long-term alignment, highlighting that genuine managerial 
intentionality is found in the synchronized stability of financial and sustainability 
outcomes. 
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