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ABSTRACT
Environmental, Social, and Governance(ESG) reporting has become increasinglyrelevant in shaping investor decisionsglobally. In Malawi, however, the adoptionand influence of ESG reporting in themanufacturing sector remain underexplored.This study investigates the role of ESGreporting in investment decisions at SalimaSugar Company, a key agro-processing firminMalawi. Using a mixed-methods approach,data were collected from 40 respondents,including company management, employees,institutional investors, regulatory authorities,and ESG consultants. Structuredquestionnaires and semi-structuredinterviews were employed to gatherquantitative and qualitative data. Findingsindicate that environmental disclosures atSalima Sugar positively influence investorconfidence and perceptions of long-termsustainability, with the majority ofparticipants acknowledging transparentreporting practices. Social reportinginitiatives, including corporate socialresponsibility and community engagementprograms, enhance trust in the company andcontribute to perceptions of stability andlong-term value. Governance reportingstructures, including a hybrid model of boardand management oversight, were found toattract and sustain responsible investments.Key challenges hindering effective ESGreporting include limited regulatoryguidelines, insufficient internal expertise,high costs of data collection, low investordemand, and weak leadership commitment.The study concludes that ESG reporting iscritical for aligning investor expectations andpromoting responsible investment butrequires improved regulatory frameworks,capacity building, and strategic leadershipengagement to maximize impact.Recommendations include strengtheningESG transparency, investing in digitalreporting tools, and aligning ESG practices

with investor needs and sustainabledevelopment priorities.
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INTRODUCTION
Environmental, Social, and Governance(ESG) reporting has emerged as afundamental aspect of investment evaluation,especially in sectors with significantenvironmental and social responsibilities,such as manufacturing. Globally, investorsincreasingly integrate ESG considerationsinto their risk assessments and decision-making processes, viewing them as indicatorsof long-term profitability and corporateresilience. Despite international trendstoward ESG integration, there is limitedevidence on its influence on investmentdecisions in Malawi’s manufacturing sector.Understanding this relationship is crucial,particularly for firms like Salima Sugar,whose operations carry substantialenvironmental and social footprints.
The global shift toward sustainable investingis driven by growing awareness ofenvironmental degradation, social inequities,and governance failures. Studies indicate thata majority of institutional investors nowsystematically incorporate ESG factors intotheir investment strategies, recognizing theirrole in firm valuation and risk mitigation.However, in Africa, ESG adoption remainsuneven due to regulatory gaps, capacitylimitations, and insufficient investorpressure. Malawi faces similar challenges,with manufacturing companies encounteringsustainability issues ranging from waterresource management to labor complianceand carbon emission reduction. By focusingon Salima Sugar, this study seeks to evaluatehow ESG disclosures influence investorperceptions and decisions within Malawi’s



unique economic and regulatoryenvironment.
Despite recognition of ESG reporting’simportance, many Malawian manufacturingfirms, including Salima Sugar, lackstandardized ESG frameworks. According tothe Malawi Stock Exchange (2022), only aminority of listed companies provideconsistent ESG disclosures, with mere 30%of firms publishing public ESG information.This deficiency raises critical questions aboutwhether ESG reporting meaningfully informsinvestment decisions locally. Understandingthis dynamic can help firms harness ESGpractices strategically to attract responsibleinvestment and enhance corporategovernance.
RESEARCH OBJECTIVES
The main objective of the study is to examinethe role of ESG reporting in investmentdecisions within the Malawianmanufacturing sector, using Salima Sugar asa case study. Specific objectives include:
· Examining the extent ofenvironmental reporting and practicesand their influence on investorconfidence.
· Evaluating social reporting initiativesand their impact on investorperceptions and decision-making.
· Assessing governance reportingstructures and their effect onattracting responsible investments.
· Identifying challenges hinderingeffective ESG reporting in themanufacturing sector.
· Recommending strategies tostrengthen ESG transparency andalign reporting with investor andsustainable development priorities.

RESEARCH QUESTIONS
The study addresses the following researchquestions:

· To what extent are environmentalreporting practices adopted at SalimaSugar, and how do they influenceinvestor confidence?
· How do social reporting initiativesimpact investor perceptions anddecision-making?
· What role does governance reportingplay in attracting and sustainingresponsible investments?
· What challenges hinder effectiveESG reporting in Malawi’smanufacturing sector?
· What strategies can enhance ESGtransparency and credibility to attractresponsible investment?

LITERATURE REVIEW
Definition of Key Terms
Environmental, Social, and Governance(ESG): A set of criteria used to evaluate acompany’s environmental stewardship,social responsibility, and governancepractices.
Investment Decision-Making: The processthrough which investors evaluate potentialinvestments based on financial performance,risk assessment, and increasingly, non-financial factors such as ESG disclosures.
Manufacturing Sector: Industries involvedin transforming raw materials into finishedproducts, including agro-processing firmslike Salima Sugar.
Sustainability Reporting: Disclosure ofESG practices and performance, emphasizinglong-term ecological and social viability.
Theoretical Framework
The study is grounded in Stakeholder Theory,Legitimacy Theory, and Signaling Theory.Stakeholder Theory posits that businessesare accountable to a broad array ofstakeholders, and transparent ESGdisclosures foster trust and reduce



information asymmetry. Legitimacy Theorysuggests that ESG reporting helps companiesalign their operations with societalexpectations. Signaling Theory emphasizesthat ESG disclosures serve as credible signalsof a firm’s ethical orientation and riskmanagement capabilities, influencinginvestor confidence.
Conceptual Framework
ESG reporting is positioned as theindependent variable, influencing investmentdecisions through mediating factors such asinvestor perception, while regulatoryenvironment and organizational capacity actas moderating variables. The frameworkhypothesizes that robust ESG reportingenhances investor confidence and promotesresponsible investment in manufacturingfirms.
Empirical Review
Environmental Reporting: Credibleenvironmental disclosures, such as reportingon emissions, resource use, and wastemanagement, reduce perceived investmentrisks and enhance investor confidence.Studies indicate that African firms, includingMalawian manufacturers, still lag insystematic environmental reporting.
Social Reporting: Social disclosures onemployee welfare, community engagement,and corporate social responsibility (CSR)improve stakeholder trust and perception oflong-term stability. Evidence suggests thatcompanies prioritizing social initiativesachieve stronger reputations and enhancedinvestor confidence.
Governance Reporting: Effectivegovernance, including board composition,leadership accountability, and compliancemechanisms, underpins ESG credibility.Transparent governance attracts responsibleinvestment, while weak governance

diminishes the impact of environmental andsocial reporting.
Challenges to ESG Reporting: Key barriersinclude inadequate regulatory frameworks,limited internal capacity, high reportingcosts, low investor demand, and weakleadership commitment. These factors reducereporting consistency and transparency,limiting the utility of ESG disclosures forinvestment decisions.
Strategies for Enhancing ESG Reporting:Sector-specific frameworks, digital reportingtools, capacity building, and alignment withinvestor needs are recommended. Firms suchas Salima Sugar can leverage these strategiesto improve ESG transparency and attractresponsible investment.
METHODOLOGY
A mixed-methods approach was adopted.The study population consisted of 40respondents, including Salima Sugar staff,investors, regulatory officials, and ESGconsultants. Purposive and stratifiedsampling techniques ensured representationof stakeholders with relevant expertise.Primary data were collected using structuredquestionnaires and semi-structuredinterviews. A pilot study with eightparticipants validated the researchinstruments. Quantitative data were analyzedusing descriptive and inferential statistics,including chi-square tests. Qualitative datawere analyzed thematically to captureparticipants’ perceptions and experiences.Ethical considerations included informedconsent, confidentiality, voluntaryparticipation, and secure data management.
RESULTS AND DISCUSSION
Sample Characteristics
The sample comprised diverse stakeholdersinvolved in ESG reporting and investmentdecision-making. Respondents were



predominantly between 26–45 years of ageand exhibited varying levels of educationalattainment, reflecting a mix of management,investor, and regulatory perspectives.
Environmental Reporting
Respondents indicated that Salima Sugar hasadopted environmental reporting practices,disclosing information on emissions,resource management, and sustainabilityinitiatives. A majority acknowledged thatenvironmental reporting enhancesconfidence in the firm’s long-termsustainability and reduces perceivedinvestment risks. While most participantsreported that environmental disclosures alignwith investor expectations, a minoritysuggested further improvements to enhancetransparency and stakeholder engagement.
Social Reporting
Social disclosures, including CSR initiativesand community engagement, were widelyrecognized as enhancing investor trust.Respondents highlighted that these initiativespositively influence perceptions of SalimaSugar’s stability and long-term value.Investors considered social responsibility acritical factor in decision-making,emphasizing the importance of continuousengagement with employees andcommunities to reinforce corporatereputation.
Governance Reporting
Salima Sugar employs a hybrid governancemodel, integrating board oversight withmanagement execution. Respondents viewedboard composition and clear reporting linesas strengths, supporting robust governancepractices. Effective governance reportingwas reported to attract and sustainresponsible investments, with investorsemphasizing a balanced approach thatconsiders financial performance,sustainability, and governance. Continuous

improvements in transparency, disclosure,and stakeholder engagement wererecommended to align with best practicesand investor expectations.
Challenges to ESG Reporting
Participants identified several barriers toeffective ESG reporting:
· Inadequate regulatory guidelineslimiting standardization ofdisclosures.
· Limited internal expertise andtechnical capacity.
· High costs associated with datacollection and verification.
· Low investor demand discouragingprioritization of ESG reporting.
· Weak leadership commitment in themanufacturing sector.

Addressing these challenges is essential toenhance the credibility and impact of ESGreporting in Malawi.
CONCLUSION
ESG reporting at Salima Sugar is critical inshaping investor perceptions and promotingresponsible investment. Environmental andsocial disclosures enhance confidence insustainability and corporate stability, whilerobust governance structures supporttransparency and accountability. However,challenges related to regulation, technicalcapacity, cost, investor engagement, andleadership commitment limit theeffectiveness of ESG reporting.
The study recommends strengthening ESGframeworks, building internal technicalcapacity, adopting digital reporting tools, andfostering stakeholder engagement. AligningESG practices with investor expectations andsustainable development priorities canimprove investment inflows and corporatereputation. Further research should explorecost-effective mechanisms to scale ESG



adoption across Malawi’s manufacturingsector.
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