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Mitigating IPO withdrawal probability through
voluntary sustainability reporting: a global analysis
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This study represents one of the first empirical investigations into the association between

sustainability reporting (SR), as measured by the voluntary adoption of the Global Reporting

Initiative (GRI) framework, and the probability of initial public offering (IPO) withdrawal on a

global scale. Employing signalling theory, the impact of firms’ voluntary adoption of the GRI

framework on the probability of IPO withdrawal is examined. The study examines a total of

33,536 IPOs across 22 different countries from 1995 to 2019, with each IPO influenced by

distinct socioeconomic, legal and cultural environments. The findings provide persuasive

evidence that the voluntary adoption of the GRI framework in IPO prospectuses can reduce

global IPO withdrawals by as much as 65%. The study posits that the GRI framework serves

as a means of signalling the quality of an IPO firm, its governance practices and its capacity to

create long-term value. Consequently, the adoption of the GRI framework enhances investor

confidence and diminishes information asymmetry in the IPO market. This research con-

tributes to the existing body of knowledge on IPOs by emphasising the significance of SR in

mitigating financial risks and fostering trust among stakeholders during the IPO process. It

offers crucial insights for issuing companies, investors, lawmakers and scholars interested in

understanding the impact of SR on IPO success and risk management. The implications of

this study have far-reaching implications that surpass academic discourse, providing valuable

insights into best practices within the industry, corporate decision-making processes and

regulatory frameworks aimed at promoting responsible and sustainable growth in capital

markets.
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Introduction

This study aims to address a research gap in the sustain-
ability reporting (SR) and initial public offering (IPO) lit-
erature by investigating the relationship between SR

frameworks, specifically the voluntary adoption of the Global
Reporting Initiative (GRI) framework and the probability of
withdrawal in the IPO market globally. IPO withdrawal refers to a
firm’s decision to retract its initial intention to transition from a
privately held corporation to a publicly traded company via an
IPO (Helbing et al. 2019; Jamaani and Alidarous 2024a). This
decision often occurs after the business has submitted its IPO
registration paperwork to the relevant regulatory authorities but
before the actual sale of its shares to public investors (Helbing
2019). The significance of the IPO market lies in its role as a
major contributor to economic growth, a promoter of innovation
and a facilitator of capital formation in both local and global
economies (Lowry and Schwert 2002; Boulton et al. 2010; Hopp
and Dreher 2013; Jamaani and Alidarous 2023). To illustrate the
scale of the IPO market, Ernst and Young (EY) reported that it
raised $179 billion in 2022 through more than 1600 global1 IPO
transactions (Ernst and Young 2022). IPO research reports an
ongoing problem of IPO withdrawal across capital markets that
could potentially distort local and global economic growth due to
the decision of IPO firms electing to retract their anticipated IPO
prior to the public listing of their shares (Busaba et al. 2001;
Dunbar and Foerster 2008; Jamaani and Alawadhi 2023; Jamaani
and Alidarous 2024a).

Over the past three decades, IPO research has documented an
average withdrawal rate of 15%–19% across global equity markets
(Helbing et al. 2019; Jamaani and Alidarous 2024a). This with-
drawal issue hampers capital formation, restricts business
expansion and diminishes investor confidence, thereby slowing
local economic development and deteriorating global market
liquidity (Busaba et al. 2001; Qing 2011; Fernandez-Feijoo et al.
2014; Helbing et al. 2019; Reiff and Tykvová 2021). In addition to
the detrimental economic effects, the withdrawal decision is often
irrevocable for IPO firms and incurs substantial legal, under-
writing and auditing fees, which are costs borne by IPO owners
(Busaba et al. 2001; Boeh and Southam 2011; Jamaani 2025). IPO
research indicates that inadequate information disclosure, stem-
ming from information asymmetry between IPO owners and
socially responsible investors, disrupts the information dis-
semination process, leading to decisions (Busaba et al. 2001; Qing
2011; Reiff and Tykvová 2021; Jamaani and Alidarous 2024a).

SR research has found that the voluntary adoption of envir-
onmental, social and governance (ESG) practices helps mitigate
information asymmetry in IPO markets by providing socially
responsible investors and firms with improved disclosure quality
(Baker et al. 2021; Abbas et al. 2022; Wang et al. 2022; Ferri et al.
2023). SR achieves this by offering transparent and uniform non-
financial disclosures regarding a business’s ESG practices, which
are often overlooked in conventional financial reporting (Dhali-
wal et al. 2011; Fijałkowska and Hadro 2022; Barman and
Mahakud 2024; Sun et al. 2024). However, IPO-SR research
remains in its infancy, having primarily focused on the impact of
the ESG aspect of SR on IPO underpricing without assessing the
effect of adopting SR frameworks on the withdrawal of IPO firms
before going public (Chou et al. 2013; Baker et al. 2021; Econo-
midou et al. 2023; Harasheh 2023). Research shows that IPO
withdrawals are fundamentally detrimental to an IPO company
than underpricing2 (Helbing et al. 2019; Reiff and Tykvová 2021;
Jamaani and Alawadhi 2023). SR research has shown that firms
may voluntarily utilise many widely accepted SR frameworks3 to
organise and communicate their sustainability practices and
performance, thereby mitigating the problem of information
asymmetry between market participants (Goswami et al. 2023;

Rowbottom 2023). Therefore, our focus on the relationship
between SR frameworks, as measured by the voluntary adoption
of the GRI framework, and the probability of withdrawal in the
IPO market adds significant value to the IPO-SR research.

To date, IPO-SR literature has not yet investigated the influ-
ence of the voluntary adoption of the GRI framework on the IPO
market, particularly concerning the ongoing phenomenon of IPO
withdrawal (Busaba et al. 2001; Dunbar and Foerster 2008; Qing
2011; Helbing 2019; Helbing et al. 2019; Reiff and Tykvová 2021;
Jamaani and Alawadhi 2023; Jamaani and Alidarous
2024a, 2024b). This creates a lack of understanding regarding the
financial impact of using the GRI framework on IPOs and its role
in mitigating withdrawal probability. This motivates us to address
the following research question: How does voluntary GRI adop-
tion impact IPO withdrawal probability?

This research examines a large dataset comprising 33,536 IPOs
across 22 distinct nations with varying socioeconomic, legal and
cultural contexts from 1995 to 2019. The research hypothesis is
straightforward and grounded in signalling theory developed by
Allen and Faulhaber (1989). This theory posits that the voluntary
incorporation of the GRI framework in IPO prospectuses signals
superior quality to socially responsible investors in the IPO
market, demonstrating a commitment to transparency and sus-
tainability. It also suggests that by voluntarily adopting the GRI
framework, IPO firms may reduce the probability of IPO with-
drawal by providing extensive and consistent SR to socially
responsible IPO investors, thereby addressing information
asymmetry in the IPO market. Our findings demonstrate a robust
negative correlation between the voluntary adoption of the GRI
framework and the probability of IPO withdrawal in the global
IPO market, even after conducting a series of sensitivity tests. We
discovered compelling evidence that the voluntary adoption of
the GRI framework in IPO prospectuses mitigates global IPO
withdrawals by up to 65%. This significant result underscores the
importance of transparency, environmental sustainability and
stakeholder engagement in influencing socially responsible
investors’ perspectives, reducing risks and promoting the devel-
opment of long-term value for IPOs. Firms that prioritise SR
through the voluntary adoption of the GRI framework could
enhance their standing in financial markets, appeal more to
socially responsible investors who emphasise sustainability and
navigate the IPO process with greater confidence.

This research makes two distinct contributions to the emerging
IPO-SR literature. First, we expand the research on the tangible
impacts of SR on the IPO market by emphasising the significance
of adopting the GRI framework. Prior research has exclusively
examined the tangible impacts of overall ESG reporting on the
IPO market while neglecting the impact of the voluntary adoption
of the GRI framework on IPO withdrawal probability (Garanina
and Dumay 2017; Yang et al. 2021; Abbas et al. 2022; Ferri et al.
2023; Harasheh 2023; Kang and Lam 2023). This research is
among the first to extend previous IPO-SR research by analysing
the actual impact of the voluntary adoption of the GRI-SR fra-
mework on the probability of IPO withdrawal from a global
perspective. Second, we enhance the understanding of previous
literature that utilises signalling theory in SR by examining the
mechanisms through which the GRI framework can function as a
signalling tool to impact IPO withdrawals (Uyar et al. 2020; Yang
et al. 2021; Friske et al. 2023; Luo and Tang 2023). This signalling
role is achieved by mitigating the issue of information asymmetry
in the IPO market through improved transparency, credibility,
stakeholder interaction, risk management and the development of
long-term value. The empirical evidence of this study supports
signalling theory, which suggests that the voluntary adoption of
the GRI framework can be employed by IPO owners as a strategy
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to signal quality to socially responsible investors (Abbas et al.
2022; Friske et al. 2023). Thus, the GRI framework could serve as
a valuable tool for these investors to evaluate a company’s sus-
tainability performance, objectives and the influence of sustain-
ability on its operations (Moneva et al. 2006; Luo and Tang 2023).
It offers standardised and comparable information, allowing
socially responsible investors to make well-informed choices
(Orazalin and Mahmood 2020; Yang et al. 2021). This promotes
trust and openness, thereby reducing the asymmetry of infor-
mation between IPO owners and socially responsible investors
(Baker et al. 2021; Jamaani and Alidarous 2023). Ultimately,
utilising the GRI framework diminishes the likelihood of socially
responsible investors withdrawing their investment plans in the
IPO firms, thus reducing the probability of IPO withdrawal. This,
in turn, ensures sustainable capital market growth in local and
global economies.

The paper is organised as follows. Research background, theory
and hypothesis building are covered first, followed by metho-
dology and data selection. After the results and discussion, sen-
sitivity testing and conclusion are provided.

Research background, theory and hypothesis building
In the past decades, there has been a growing trend among
socially responsible investors and firms to monitor and assess the
effects of corporate operations on social and natural environ-
ments (Gray 2006; Moneva et al. 2006; Chen et al. 2015; Kwarteng
et al. 2016; Oncioiu et al. 2020; Traxler et al. 2020; Khan et al.
2021; Yang et al. 2021; Pizzi et al. 2022; Ferri et al. 2023; Pizzi
et al. 2024; Roszkowska-Menkes et al. 2024). Consequently, SR
has emerged as a prevalent subject and established practice in the
corporate sphere to illustrate the effects of companies’ activities
on social and environmental contexts (Fonseca et al. 2014; Boiral
et al. 2018; Friske et al. 2023; KPMG International 2023; Mou-
genot and Doussoulin 2024). For example, Wang et al. (2020)
demonstrate that 78% of S&P 500 firms voluntarily published a
sustainability report in 2018, with this implementation rate sig-
nificantly higher among large businesses globally (KPMG
International 2022). The SR practice involves incorporating non-
financial information about ESG practices and performance
alongside conventional financial reporting (Cantele and Zardini
2018; Luo and Tang 2023). According to a KPMG 2022 survey,
SR has evolved into a widely adopted standard practice for
companies emphasising corporate social responsibility (CSR) and
has become a focal point for socially responsible investors
(KPMG International 2022). This trend in SR has shown con-
sistent growth over the last 20 years, indicating that many
countries recognise the importance of including ESG information
for socially responsible stakeholders (KPMG International 2022;
Bag 2023). KPMG’s 2022 survey indicates that the N100 and
N2504 firms have consistently and progressively improved their
rates of SR due to increasing demand from these stakeholders
(KPMG International 2022). In 1999, the percentage of N250
(N100) firms reporting on sustainability was 35% (24%). How-
ever, this percentage has significantly increased to 96% (79%) in
2022. Recently, there has been a notable increase in many regions
and countries5 in promoting and requiring companies to adopt
and disclose their SR practices, driven by government and societal
pressure from socially responsible investors (Pizzi et al. 2022;
Kang and Lam 2023; Barman and Mahakud 2024).

Research on SR indicates that firms may voluntarily employ
several established SR frameworks, including GRI, SASB and
TCFD6, to structure and communicate their sustainability prac-
tices and performance, thereby alleviating the issue of informa-
tion asymmetry among market participants (Goswami et al. 2023;
Rowbottom 2023). Our research focuses on the GRI-SR

framework due to its widespread prevalence and acceptance
among socially responsible investors and firms (Moneva et al.
2006; Fonseca et al. 2014; Chen et al. 2015; Orazalin and
Mahmood 2020; Yang et al. 2021; Goswami et al. 2023). The GRI
framework has maintained its position as the dominant standard
for non-financial reporting since 1997, owing to its durability and
strong reputation (KPMG International 2022). Furthermore, the
GRI framework has gained global acceptance as one of the most
common standards for managing SR, with increasing use in both
the N100 and N2507 (Brown et al. 2009b; Christofi et al. 2012;
Ernst & Young Global Limited 2020; Luo and Tang 2023). In
2022, for instance, the GRI was utilised by over 68% (78%) of the
N100 (N250) firms (KPMG International 2022).

The GRI is a non-profit organisation renowned for its SR
framework (Luo and Tang 2023). The GRI organisation’s stan-
dards provide a comprehensive framework of principles and rules
that assist firms in quantifying and disclosing their impact on the
economy, society and environment (Moneva et al. 2006; Orazalin
and Mahmood 2020). By adhering to the guidelines presented by
the GRI, firms can systematically and transparently report their
influence on sustainability matters with limited managerial dis-
cretion, enabling socially responsible investors to gain an
unbiased and comprehensive understanding of firms’ operations
and make well-informed investment choices (Brown et al. 2009b;
Fernandez-Feijoo et al. 2014; Machado et al. 2021). Research has
indicated that the implementation of the GRI framework may
mitigate the problem of ‘selective reporting’ employed by some
corporations for the purpose of greenwashing (Uyar et al. 2020;
Khan et al. 2021; Roszkowska-Menkes et al. 2024). This refers to
the practice of disclosing only a portion of confidential infor-
mation to create a falsely favourable public perception (Marquis
et al. 2016). Thus, the GRI framework can facilitate the process of
helping firms identify pertinent sustainability issues, establish
performance metrics, gather information and report on their
sustainability initiatives in a standardised and comparable man-
ner (Uyar et al. 2020; Khan et al. 2021; Roszkowska-Menkes et al.
2024). Firms can signal their commitment to environmental
stewardship and good business practices by providing detailed
reports on various sustainability elements to socially responsible
investors (Traxler et al. 2020; Yang et al. 2021). SR scholars
believe that the GRI framework may indeed mitigate information
asymmetry between firms and socially responsible investors by
offering a comprehensive range of indicators and reporting
requirements (Martínez‐Ferrero et al. 2016; Fuhrmann et al. 2017;
García‐Sánchez and Noguera‐Gámez 2017).

SR researchers contend that the GRI framework could effec-
tively reduce information asymmetry between firms and socially
responsible investors by providing a comprehensive array of
indicators and reporting mandates (Martínez‐Ferrero et al. 2016;
Fuhrmann et al. 2017; García‐Sánchez and Noguera‐Gámez
2017). Research suggests that the adoption of the GRI framework
may somewhat alleviate the issue of ‘selective reporting’ employed
by certain firms for greenwashing purposes (Uyar et al. 2020;
Khan et al. 2021; Roszkowska-Menkes et al. 2024). This practice
involves revealing only a segment of sensitive material to create a
misleadingly positive public image (Marquis et al. 2016). How-
ever, findings regarding the implementation of the GRI frame-
work in SR remain a subject of debate (Nikolaeva and Bicho 2011;
Yang et al. 2021). Some academics argue that companies adhering
to the GRI framework achieve superior success in the stock
market (Willis 2003) and in terms of environmental impact (del
Mar Alonso‐Almeida et al. 2014). Conversely, others express
scepticism. Goel and Cragg (2005) contend that the GRI frame-
work is overly comprehensive and includes many indicators that
have not been utilised by businesses, serving primarily as a guide
for reporting procedures rather than as a management tool.
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Research indicates that implementing the GRI framework is
complicated, time-consuming and expensive due to challenges in
gathering data for a multitude of metrics (Luken and Stares 2005;
Lozano 2006; Lozano and Huisingh 2011). Moreover, assessing
the sustainability performance of various companies using qua-
litative/content analysis of the GRI framework (Boiral and Henri
2017). Therefore, the specific advantages conferred by the GRI
framework remain uncertain (Goel and Cragg 2005; Moneva et al.
2006; Yang et al. 2021). To our knowledge, there has been no
scholarly enquiry into the financial implications of the GRI fra-
mework compared to non-GRI reporting within the context of
the IPO market.

Research on SR and IPOs is still in its infancy, having primarily
focused on the impact of the ESG aspect of SR on IPO under-
pricing, yielding fragmented results without assessing the impact
of the GRI framework on IPO firms’ withdrawal risk. Research
shows that IPO withdrawals can be more detrimental to a com-
pany than underpricing (Helbing et al. 2019; Reiff and Tykvová
2021; Jamaani and Alawadhi 2023). SR research has shown that
firms may voluntarily utilise many widely accepted SR frame-
works to organise and communicate their sustainability practices
and performance, thereby mitigating the problem of information
asymmetry between market participants (Goswami et al. 2023;
Rowbottom 2023). The gap between the IPO owners’ offer price
and the IPO share’s first-day closing price is termed IPO
underpricing. While investors benefit quickly, IPO owners suffer
due to this underpricing (Jamaani and Alidarous 2019). This
wealth transfer helps balance the information asymmetry between
IPO owners and investors (Jamaani et al. 2022). Habib and
Ljungqvist (2001) found that IPO underpricing temporarily
transfers wealth from IPO owners to investors. However, Mumtaz
and Smith (2021) discovered that a significant number of
underpriced IPOs perform excellently in the long run, thereby
recovering the financial losses incurred from initial underpricing.
This may mitigate the short-term wealth loss experienced by IPO
issuers. Conversely, IPO withdrawal incurs high listing costs and
is rarely reversible (Busaba et al. 2001; Boeh and Southam 2011;
Jamaani 2025). Retracting an IPO affects a firm’s financial sus-
tainability, limits financing options, reduces market value,
damages the company’s reputation and causes bankruptcy risk, in
addition to incurring listing expenses (Busaba et al. 2001; Qing
2011). Therefore, our focus on the relationship between SR fra-
meworks, as measured by the voluntary adoption of the GRI
framework, and the probability of withdrawal in the IPO market
adds significant value to the IPO-SR research.

Apart from a limited focus on the problem of IPO under-
pricing, IPO-ESG literature produces fragmented results. For
example, Baker et al. (2021) examined the correlation between
government ESG ratings or scoring and the degree of under-
pricing in IPOs across different capital markets. The researchers
analysed 7,446 IPOs conducted in 36 different countries and
found significant evidence indicating that nations with better ESG
ratings tend to experience lower levels of IPO underpricing.
Harasheh (2023) investigated the procedure of Italian small and
medium-sized enterprises (SMEs) from 2009 to 2017, discovering
that underpricing is lower for IPOs that adopt better ESG prac-
tices in the year preceding the IPO. The study concluded that the
disclosure of ESG scoring reduces asymmetric information for
socially responsible investors, enhances the quality of signalling
for IPO owners and allows IPOs to improve the company’s image
regarding SR. In contrast, Economidou et al. (2023) found that
IPOs that had previously disclosed ESG information tend to
experience greater initial underpricing. They attribute this con-
trasting outcome to a favourable market reaction, proposing a
new narrative that focuses on the long-term trajectory of ESG,
rather than its immediate impact on underpricing. They conclude

that socially responsible investors do not perceive information on
a company’s ESG activities merely as additional data and do not
develop a greater emotional connection to ESG-responsible
enterprises. Compared to underpricing, research indicates that
IPO withdrawals have a more severe impact on a company
(Helbing et al. 2019; Reiff and Tykvová 2021; Jamaani and
Alawadhi 2023). Habib and Ljungqvist (2001) discovered that
IPO underpricing temporarily transfers wealth from IPO pro-
prietors to investors. Nevertheless, Mumtaz and Smith (2021)
found that a substantial number of underpriced IPOs perform
exceptionally well in the long term, thereby recouping the
financial losses incurred due to initial underpricing. This has the
potential to mitigate the short-term wealth loss of IPO issuers
resulting from underpricing. Conversely, IPO withdrawal incurs
substantial listing expenses and is exceedingly difficult to reverse
(Busaba et al. 2001; Boeh and Southam 2011; Jamaani 2025). In
addition to listing expenses, the decision to withdraw from an
IPO impacts the firm’s financial sustainability, financing options,
market value, image and bankruptcy risk (Busaba et al. 2001;
Qing 2011).

The IPO literature has examined several factors influencing the
probability of an IPO being withdrawn due to information
asymmetry issues between IPO owners and investors (Busaba
et al. 2001; Dunbar and Foerster 2008; Qing 2011; Helbing et al.
2019; Reiff and Tykvová 2021). The factors considered include
issuer and issue characteristics, intermediaries’ participation,
company governance standards and market conditions during
and after the filing. These factors have been analysed as potential
determinants that influence the likelihood of IPO withdrawal
(Busaba et al. 2001; Dunbar and Foerster 2008; Qing 2011;
Helbing et al. 2019; Reiff and Tykvová 2021). For instance,
Dunbar (1998) analysed characteristics related to issuers and
issues to identify reasons for IPO withdrawal, focusing on 236
cancelled and 520 completed American IPOs that occurred
between 1979 and 1982. The findings reveal a positive relation-
ship between withdrawal and the volume of filings. Boeh and
Southam (2011) analysed a dataset of 1071 successful and 584
withdrawn IPOs on the American stock market from 1999 to
2004, discovering that reputable underwriters play a crucial role
in preventing the withdrawal of IPO firms to maintain their
reputation. This has been observed in cases where an IPO sup-
ported by banks with a negative market image was ultimately
withdrawn due to a lack of reputational capital. Qing (2011)
analysed data from 2284 successful and 594 failed IPOs in the
American equities market from 1996 to 2005, finding no rela-
tionship between reputable underwriters and the decision to
withdraw an IPO. Helbing et al. (2019) conducted an analysis of
2474 successful and 334 withdrawn IPOs in Europe from 2001 to
2015, with results aligning with those of Qing (2011). According
to Boeh and Southam (2011), IPOs supported by venture capi-
talists (VCs) exhibit higher rates of withdrawal, as VCs may
retract their support for underperforming IPOs if they discover
alternative funding sources. Reiff and Tykvová (2021) utilised a
dataset of 2500 completed and 938 withdrawn IPOs on the
American stock market between 1997 and 2014, demonstrating
that VC support and improved corporate governance can serve as
indicators during periods of significant market instability, thereby
reducing the probability of an IPO being withdrawn. Helbing
et al. (2019) found that if a business’s chief executive officer
(CEO) simultaneously serves as the president of the board, the
likelihood of the firm withdrawing its IPO increases due to
diminished monitoring and heightened moral hazard. Reiff and
Tykvová (2021) discovered no correlation between the presence
of multiple CEOs and the decision to withdraw an IPO. Recently,
Jamaani and Alidarous (2024b) investigated whether withdrawals
in IPOs are influenced by the participation of prominent lawyers
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in issuing firms. The study examined 24,312 failed and completed
IPOs in the global IPO market, finding that IPO issuers can
mitigate the ex-ante uncertainty of IPO investors by utilising
outstanding legal expertise as quality certification signals. Addi-
tionally, Jamaani and Alidarous (2024a) investigated the effects of
voluntary disclosure of various ESG proxies using a scoring
method developed by Bloomberg on the probability of an IPO
withdrawal. The authors found that firms engaging in ESG
activities appear to view voluntary disclosure as an incentive to
comply with social expectations. Thus, by mitigating information
asymmetry among IPO participants, the withdrawal risk faced by
these firms is reduced, which in turn diminishes scepticism
regarding their legitimacy.

Prior research on IPO-SR has primarily focused on examining
the influence of the voluntary disclosure of ESG performance on
the IPO market, utilising ESG scoring methodologies to assess the
adherence of IPOs to ESG practices and policies (Baker et al.
2021; Economidou et al. 2023; Harasheh 2023; Jamaani and
Alidarous 2024a). However, this emerging literature has notable
limitations, particularly concerning the significant disparities
between the standardised SR measured by the GRI framework
and the ESG rating or scoring approaches employed by reputable
ESG providers such as Bloomberg and DataStream (Baker et al.
2021; Economidou et al. 2023; Harasheh 2023; Jamaani and
Alidarous 2024a). These differences may arise from three reasons.

First, the GRI framework and ESG scoring differ in how they
handle positive and negative tones in the textual content of
company reports (Cho et al. 2009), leading to substantial varia-
tions in non-financial reporting standards. ESG providers, such as
Bloomberg and DataStream, employ their own methodologies
and score systems to evaluate firms’ ESG performance. However,
it is important to note that these assessments may not fully align
with the reporting criteria of the GRI or other recognised fra-
meworks (Cho et al. 2009). The GRI framework offers a more
comprehensive set of reporting requirements focused on multiple
sustainability aspects that are widely acknowledged and used
globally (Yang et al. 2021). Companies adhering to the GRI fra-
mework are more likely to provide detailed and consistent sus-
tainability information, thereby reducing managerial discretion
(Brown et al. 2009b; Fernandez-Feijoo et al. 2014; Machado et al.
2021). This transparency can significantly influence a company’s
business practices and operations, thereby mitigating information
asymmetry for socially responsible investors (Martínez‐Ferrero
et al. 2016; Machado et al. 2021). However, SR research has
shown that managers may intentionally use positive language to
obscure their true ESG underperformance and manipulate the
perceptions of socially responsible investors (Crilly et al. 2016;
Luo and Tang 2023). Such firms may have no intention of
improving their fundamental ESG activities or performance;
rather, their goal is to conceal unfavourable information through
symbolic and biased ESG ratings (Crilly et al., 2016; Luo and
Tang, 2023). Kaplan and Ramanna (2021) found that many firms
selectively highlight only the non-financial performance indica-
tors that benefit them. There is substantial evidence that corpo-
rate disclosures of ESG performance, when presented through a
scoring system that emphasises positive aspects, exert a more
persuasive influence on socially responsible investors (Muslu et al.
2019; Ignatov 2023; Kimbrough et al. 2024). This, in turn, may
lead these investors to form a more optimistic evaluation of the
company. Recently, Sun et al. (2024) investigated the influence of
ESG performance, as measured by an ESG scoring system and the
adoption of the GRI framework, on the tone of ESG disclosures in
5985 Chinese listed companies. Their research establishes a direct
correlation between superior ESG performance and a more
favourable ESG reporting tone. They found that the GRI frame-
work provides guidelines for companies to offer a broader array

of sustainability information and indicators to socially responsible
investors. The researchers argue that the GRI-SR framework is
more focused on delivering transparent and comprehensive
information about a wide range of sustainability challenges that
extend beyond the ESG grading system and are not influenced by
tone management (Sun et al. 2024).

Second, the GRI framework and ESG scoring differ in terms of
stakeholder engagement, materiality and context. ESG scoring
primarily focuses on providing ESG scores to socially responsible
investors and may not prioritise stakeholder involvement and
inclusivity in the same manner as the GRI framework (Romero
et al. 2019). The GRI framework encourages the involvement of a
broader range of socially responsible stakeholders in the reporting
process, resulting in a more transparent and inclusive reporting
approach that may contribute to reducing information asym-
metry (Martínez‐Ferrero et al. 2016; Romero et al. 2019). ESG
scoring often emphasises materiality from the perspective of
socially responsible investors, concentrating on ESG factors that
are financially relevant to the firm and its operations (Madison
and Schiehll 2021). In contrast, the GRI framework encourages
organisations to assess a wider range of material issues pertinent
to various socially responsible stakeholders, not just socially
responsible investors (Machado et al. 2021). This broader context
may provide a more comprehensive view of a firm’s SR perfor-
mance and mitigate information asymmetry by offering a more
holistic perspective (Machado et al. 2021).

Finally, the GRI framework and ESG scoring differ in terms of
long-term focus and the integration of sustainability into business
strategy. ESG scoring can sometimes emphasise the short-term
financial impacts of ESG factors to align with the immediate
interests of socially responsible investors (Patel et al. 2021).
Conversely, the GRI framework motivates firms to adopt a long-
term perspective and evaluate the comprehensive effects of their
operations on the environment and community (Sun et al. 2024).
This long-term perspective may enable socially responsible
investors to gain a deeper understanding of a firm’s overall sus-
tainable performance, thereby minimising information asym-
metry and providing further insight for long-term investment
decisions (Fernandez-Feijoo et al. 2014; Dilling and Harris 2018).
ESG scoring may prioritise the assessment of a firm’s current ESG
performance over the integration of sustainability into its broader
business operations and strategy (Veenstra and Ellemers 2020;
Patil et al. 2021). In contrast, the GRI framework encourages
firms to incorporate sustainability objectives into their overall
strategy and decision-making processes, in addition to reporting
on their sustainability performance (Hristov et al. 2022). By
disclosing a firm’s long-term sustainability strategy, this inte-
grative approach may reduce information asymmetry while
providing socially responsible investors with a more compre-
hensive understanding of how sustainability is embedded in the
company’s core business activities (García‐Sánchez and Noguera‐
Gámez 2017).

Given the identified limitations of the existing IPO-SR litera-
ture and the lack of empirical research on the impact of the
voluntary adoption of the GRI framework in the IPO market,
socially responsible investors and firms are left without clear
information regarding the function and feasibility of employing
the GRI framework in the IPO market. Consequently, a research
gap emerges that necessitates an examination of the impact of the
GRI-SR-IPO relationship by studying the influence of the
voluntary adoption of the GRI framework on the probability of
IPO withdrawal. Investigating the association between a com-
pany’s SR, evaluated using the GRI-SR framework, and the like-
lihood of an IPO withdrawal may yield valuable insights into the
relationship between the adoption of SR frameworks and the
dynamics of the IPO market. Through a comprehensive
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exploration of this uncharted research domain, academics and
practitioners can uncover significant insights into the potential
influence of SR frameworks on IPO outcomes. These insights may
inform firms’ strategic decision-making while contributing to the
ongoing discourse on the integration of SR frameworks into
mainstream financial practices (Traxler et al. 2020; Yang et al.
2021).

The theoretical connection between voluntary compliance with
the GRI framework and the probability of IPO withdrawal can be
elucidated through the lens of signalling theory (Ching and Gerab
2017; Orazalin and Mahmood 2020; Yang et al. 2021). Signalling
theory, predominantly articulated within the context of infor-
mation asymmetry, elucidates the mechanisms by which parties
possessing greater information (such as IPO firms) convey signals
to mitigate uncertainty for those with comparatively less infor-
mation (such as IPO investors) (Spence 1978; Allen and
Faulhaber 1989; Connelly et al. 2011). Empirical studies suggest
that the voluntary implementation of GRI standards serves as a
robust signal of a firm’s commitment to transparency, sustain-
ability and accountable governance (Traxler et al. 2020; Yang
et al. 2021). These attributes align with investor preferences,
particularly as ESG factors gain increasing importance in
investment decisions. Research investigating the application of
GRI standards as a signal has often focused on their impact on
stakeholder perceptions, investor behaviour and firm perfor-
mance (Brown et al. 2009b; Fernandez-Feijoo et al. 2014; Fonseca
et al. 2014; Chen et al. 2015; Giannarakis et al. 2016; Giannarakis
et al. 2017; Traxler et al. 2020; Goswami et al. 2023; Luo and Tang
2023). Most of these studies utilise signalling theory, positing that
companies employ signals, such as the adoption of the GRI fra-
mework, to mitigate information asymmetry, establish credibility
and enhance their market reputations. IPO research has indicated
that companies frequently encounter significant information
asymmetry during the IPO process, which heightens the prob-
ability of withdrawal (Busaba et al. 2001; Dunbar and Foerster
2008; Helbing et al. 2019). During the IPO process, investors
typically possess limited knowledge of the business’s long-term
sustainability, internal operations and overall risk profile (Lee
et al. 1996; Loughran and Ritter 2004; Engelen and Van Essen
2010; Colaco and Hegde 2013; Abbas et al. 2022; Jamaani and
Alidarous 2024a). To mitigate this information asymmetry, firms
may convey credible signals to influence investor perceptions,
reduce uncertainty and ultimately decrease the probability of IPO
withdrawal.

We argue that the voluntary adoption of the GRI framework
can mitigate information asymmetry in the IPO market by pro-
viding credible signals to socially responsible investors, thereby
reducing the probability of IPO withdrawal through four distinct
mechanisms. First, the voluntary adoption of GRI standards
serves as a signal of credibility and transparency. When a firm
voluntarily adopts the GRI framework, it signals a significant
commitment to transparency and rigorous reporting practices
(Fernandez-Feijoo et al. 2014; Ching and Gerab 2017; Luo and
Tang 2023). Socially responsible investors interpret this as a
trustworthy indication of the company’s effective management of
its ESG risks, thereby enhancing their confidence (Fernandez-
Feijoo et al. 2014; Yang et al. 2021). Signalling theory posits that
high-quality firms employ high-cost signals, such as extensive SR,
to distinguish themselves from lower-quality companies (Con-
nelly et al. 2011; Ching and Gerab 2017). Studies indicate that
companies demonstrating greater transparency in ESG reporting
generally attract increased interest from socially responsible
investors during the IPO process (Baker et al. 2021; Dang 2023;
Jamaani and Alidarous 2024a). Yang et al. (2021) extend signal-
ling theory by examining the effect of adopting the GRI frame-
work on the profitability of Chinese firms. Their study compares

firms adhering to the GRI framework with those reporting sus-
tainability without GRI compliance, utilising a sample of 122
publicly traded companies in China from 2008 to 2016. The
authors indicated that the adoption of the GRI framework
enhances transparency and governance, thereby fostering greater
investor confidence and demand, which subsequently improves
the financial performance of the firms. Traxler et al. (2020)
examined the utilisation of the GRI framework by international
non-governmental organisations (INGOs) for SR and assessed its
impact on enhancing transparency to stakeholders. The authors
found that the implementation of the GRI framework by INGOs
resulted in improved transparency, offering a systematic and
comprehensive structure to guide reporting on social, environ-
mental and governance performance. They concluded that
INGOs employing the GRI framework exhibited greater trans-
parency in disclosing their activities and impacts.

Nonetheless, a pivotal enquiry pertains to how the GRI fra-
mework can be operationally utilised as a signal of transparency
and credibility to mitigate information asymmetry in the IPO
market. Research indicates that the GRI framework enables firms
to systematically and uniformly report on their sustainability
performance with limited managerial discretion (Moneva et al.
2006; Traxler et al. 2020; Machado et al. 2021). This contrasts
with ESG scoring systems, which evaluate and compare cor-
porations based on their ESG practices and disclosures but are
subject to managerial discretion (Cho et al. 2009). Studies indicate
that ESG rating methodologies rely on data that corporations can
provide themselves or obtain from third-party suppliers (Muslu
et al. 2019; Ignatov 2023; Kimbrough et al. 2024). These issues
may lead to data errors, inconsistencies and discrepancies,
potentially compromising the credibility and uniformity of ESG
rankings (Kaplan and Ramanna 2021). Furthermore, research has
shown that ESG scoring methodologies often prioritise a pre-
determined set of ESG elements and may overlook the whole
spectrum of significant sustainability challenges relevant to a
firm’s operations (Muslu et al. 2019; Ignatov 2023; Kimbrough
et al. 2024). This narrow focus may result in an inadequate
evaluation of a firm’s overall sustainability performance.
According to SR research, there is no universally accepted stan-
dard for ESG grading (Veenstra and Ellemers 2020; Kaplan and
Ramanna 2021; Patil et al. 2021). This has led to the emergence of
various techniques and rating organisations, each with its own
criteria and weighting systems (Kaplan and Ramanna 2021). The
lack of uniformity in this regard may pose challenges for investors
in accurately comparing ESG rankings across different corpora-
tions and countries (Muslu et al. 2019; Ignatov 2023; Kimbrough
et al. 2024). Therefore, the uniformity advantage provided by the
GRI reporting framework may reduce ambiguity, enhance
investment trust for socially responsible investors and improve
the company’s standing by promoting transparency and cred-
ibility. By voluntarily adopting the GRI framework, socially
responsible investors may enhance their decision-making process
when investing in IPOs, leading to reduced information asym-
metry in the IPO market. Thus, the voluntary adoption of the
GRI framework could signify transparency and credibility for
IPOs, demonstrating a company’s commitment to comprehensive
and standardised ESG disclosures. This approach reassures
socially responsible investors about the reliability and accuracy of
the information provided, thereby mitigating information asym-
metry in the IPO market and reducing the probability of IPO
withdrawal.

Second, the voluntary use of the GRI framework may signal a
positive perception of a company’s long-term viability. Research
on IPOs has indicated that socially responsible investors are
concerned with both short-term returns and the long-term sus-
tainability of a company (Jamaani and Alidarous 2024a). Studies
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also suggest that implementing the GRI framework signals a
company’s commitment to long-term environmental and social
impacts, as well as a forward-thinking approach (Brown et al.
2009b; Chen et al. 2015; Orazalin and Mahmood 2020; Traxler
et al. 2020). This is a critical factor for socially responsible
investors who incorporate ESG considerations into their invest-
ment decisions (Brown et al. 2009b; Chen et al. 2015). Bouten
et al. (2011) discovered that companies complying with the GRI
framework demonstrate enhanced transparency in their sustain-
ability activities. They contend that this increased transparency
fosters trust among stakeholders, particularly socially responsible
investors who prioritise ESG factors. The authors emphasise that
adopting the GRI framework leads to improved ESG disclosures,
signalling a commitment to long-term sustainability and making
companies more attractive to socially responsible investors.
Michelon and Parbonetti (2012) examined the impact of GRI
framework implementation on investor perceptions and corpo-
rate transparency. They found that GRI-compliant companies
generally offer more comprehensive ESG performance dis-
closures, aiding socially responsible investors in assessing the
long-term risks and opportunities associated with these compa-
nies. Their research demonstrates that the adoption of the GRI
framework is associated with increased appeal to ESG-focused
investors and enhanced long-term viability. Compared to non-
GRI adopters, Yang et al. (2021) found that companies imple-
menting the GRI-SR framework exhibited superior financial
performance, as reflected in higher profitability, improved return
on assets (ROA) and stronger stock market performance. They
attribute this finding to the fact that GRI adoption signals
transparency and strong governance to socially responsible
investors, leading to a more favourable perception of the firm’s
long-term viability. This, in turn, enhances the company’s
financial performance. Therefore, we argue that the imple-
mentation of the GRI framework by IPO firms serves as a signal
of long-term viability, demonstrating the company’s commitment
to sustainability and alignment with global best practices. Socially
responsible investors interpret this as an indication of the IPO
firm’s preparedness to effectively manage future risks, thereby
reducing the likelihood of IPO withdrawal among this group of
investors.

Third, the voluntary adoption of the GRI framework can signal
increased investor demand and an enhanced corporate reputa-
tion. Research has shown that implementing the GRI framework
can bolster a company’s reputation, particularly among institu-
tional and socially responsible investors, who are increasingly
prioritising sustainability in their investment portfolios (Simmons
Jr et al. 2018; Miras‐Rodríguez et al. 2020). Michelon et al. (2015)
examined CSR reporting practices and found that companies
adhering to the GRI framework tend to disclose more compre-
hensive and detailed sustainability information. The authors
demonstrate that high-quality disclosure can significantly
enhance a company’s reputation, particularly among socially
responsible investors who value the consistency and compre-
hensiveness of GRI-based SR. Kaspereit and Lopatta (2016)
conducted an in-depth investigation highlighting the correlation
between improved financial performance and SR, including the
use of the GRI framework. Their research shows that institutional
investors often incorporate GRI-based reports into their evalua-
tions of companies. The findings suggest that socially responsible
investors – who prioritise long-term shareholder value and cor-
porate sustainability – are more likely to view firms that adhere to
the GRI framework favourably. Yang et al. (2021) found that the
implementation of the GRI framework was associated with an
enhanced corporate reputation, particularly in the areas of social
and environmental responsibility. This led to improved public
perception and stronger relationships with socially responsible

investors. The authors attribute this outcome to the ability of
Chinese companies to enhance their legitimacy and credibility on
a global scale by adopting GRI frameworks aligned with inter-
nationally recognised sustainability standards (Yang et al. 2021).
In a developing country like China, where transparency and
sustainability practices are becoming increasingly important, the
authors argue that this reputational boost was especially sig-
nificant. Thus, we argue that by voluntarily complying with the
GRI framework, IPO firms can enhance their public image and
attract interest from socially responsible investors who prioritise
sustainability and transparency in their investment decisions.
This fosters both trust and transparency, thereby reducing the
information asymmetry between IPO firms and sustainability-
oriented investors. Consequently, the use of the GRI framework
can help minimise the likelihood of socially responsible investors
withdrawing their investment plans, thereby reducing the prob-
ability of IPO withdrawal.

Fourth, the voluntary use of the GRI framework can be
interpreted as a signal of reduced perceived risk. Research has
shown that voluntarily adopting the GRI framework reflects a
company’s commitment to responsible governance and trans-
parency, thereby signalling lower perceived risk (Dhaliwal et al.
2011; Truant et al. 2017). Hahn and Lülfs (2014) argue that firms
disclosing non-financial ESG information through the GRI fra-
mework offer socially responsible investors a more comprehen-
sive understanding of how they address sustainability-related
risks. This level of transparency helps reduce information
asymmetry, which often prevents socially responsible investors
from fully understanding a firm’s risk-management strategies
(Fijałkowska and Hadro 2022). Research has also indicated that
firms demonstrate their commitment to proactively managing
ESG risks by employing the GRI framework (Dhaliwal et al. 2011;
Truant et al. 2017). This behaviour provides socially responsible
investors with assurance regarding the firm’s long-term sustain-
ability, ethical practices and capacity to mitigate risk exposure. As
a result, perceived risk is reduced, which improves accessibility to
capital sources and enhances socially responsible investors’ con-
fidence (Fijałkowska and Hadro 2022). Baier et al. (2022) inves-
tigated the impact of the transparency of references to
sustainability frameworks, such as GRI, and the depth of third-
party assurance on the credibility of SRs. They discovered that the
GRI framework plays a key role in reducing perceived risk in two
distinct ways. First, the authors suggest that explicitly including
the GRI framework in a company’s reports signals to socially
responsible investors that the company is committed to adhering
to globally accepted SR guidelines. This explicit inclusion ensures
that the company’s sustainability initiatives are structured, thor-
ough and aligned with international best practices, thereby
reducing perceived risk. Second, the authors found that SRs with
a higher level of assurance – where third-party verifiers conduct a
comprehensive evaluation and validation of the data – are per-
ceived as more trustworthy by socially responsible investors. The
depth of assurance alleviates concerns that companies are using
the GRI framework merely as a symbolic compliance tool,
without implementing significant operational changes. Yang et al.
(2021) discovered that operational hazards, particularly those
related to ESG issues, were significantly reduced by companies
that report using the GRI framework. Specifically, they discovered
that these companies were more skilled at managing ESG risks,
leading to fewer regulatory penalties and less reputational harm.
The authors attribute this finding to the structured framework
provided by the GRI, which helps companies identify, assess and
mitigate ESG-related risks, thereby enhancing overall risk man-
agement. Thus, we argue that the voluntary adoption of GRI
standards mitigates perceived risks by aligning the ESG practices
of the IPO firm with established global norms, providing third-
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party assurance, and reducing information asymmetry between
the firm and its socially responsible investors. The interplay of
these factors can decrease the likelihood of IPO withdrawal by
boosting socially responsible investors’ confidence and trust in
the long-term prospects of the IPO company, making the firm
more attractive to potential investors throughout the public
offering process.

In summary, we anticipate that the voluntary adoption of the
GRI framework can reduce the probability of IPO withdrawal by
providing quality signals to socially responsible IPO investors,
thereby mitigating information asymmetry in the IPO market, as
indicated by the four mechanisms discussed previously. There-
fore, we propose the following hypothesis:

H1: IPO firms that voluntarily adopt the GRI framework are
less likely to experience IPO withdrawal.

Data and methodology
The IPO sample was drawn from a diverse range of sources, both
public and private, including Bloomberg, stock exchanges,
Thomson Reuters and business websites, following the metho-
dology used in previous IPO research (Busaba et al. 2001; Dunbar
and Foerster 2008; Helbing et al. 2019; Reiff and Tykvová 2021;
Jamaani and Alawadhi 2023; Jamaani and Alidarous 2024b;
Jamaani 2025). We adhered to the criteria established in previous
IPO literature to develop the selection criteria for our dataset, as
outlined in Table 1, in line with IPO research (Loughran and
Ritter 2004; Butler et al. 2014; Jamaani and Alidarous 2024a).
Using these selection criteria, we compiled comprehensive data
on 33,536 firms that successfully filed for and withdrew IPOs
between January 1995 and December 2019. The sample starts in
1995 because the GRI framework was established in 1997 (Luo
and Tang 2023), allowing for a two-year period before the fra-
mework’s inception. The year 2019 was selected as the endpoint
to minimise the influence of the COVID-19 pandemic and its
subsequent effects (Adra et al. 2023). The dataset comprises
countries from the G20, which represent the largest 20 econo-
mies. The G20 is an annual global summit aimed at strengthening
international collaboration among major emerging and mature
economies (Ministry of External Affairs 2024). The G20 countries
were selected for their comprehensive and diverse dataset, which
includes a wide range of national contexts defined by unique legal
systems, cultural norms and economic institutions (Jamaani and

Alidarous 2024b; The World Bank 2024). Furthermore, the
substantial number of IPOs in G20 countries, which account for
approximately 81% of the global IPO market (Jamaani and
Alawadhi 2023; Jamaani and Alidarous 2023; Alidarous 2024a;
Jamaani and Alidarous 2024a), allows for the generation of
findings that are potentially more broadly generalisable.

The dependent variable, IPO withdrawal, is binary, occurring
only once in the history of IPO firms. This variable takes a value
of one when the firm decides to withdraw its offering, and a value
of zero if the firm successfully lists publicly (Busaba et al. 2001;
Dunbar and Foerster 2008; Qing 2011; Reiff and Tykvová 2021).
To test our hypothesis, we use cross-sectional probit regression to
analyse the relationship between the voluntary adoption of the
GRI framework and the probability of IPO withdrawal. This
approach accounts for the binary nature of the dependent vari-
able and the single occurrence of the withdrawal decision across
countries, in line with prior research on IPO withdrawals (Busaba
et al. 2001; Dunbar and Foerster 2008; Qing 2011; Jamaani and
Alawadhi 2023; Jamaani and Alidarous 2024b). We build on prior
SR research by designating the primary independent variable, the
GRI, as a binary variable that indicates the voluntary adoption of
the GRI framework by IPO firms, as stated in their IPO pro-
spectuses (Moneva et al. 2006; Chen et al. 2015; Yang et al. 2021).
The GRI takes a value of one when the IPO firm adopts the GRI
framework at the time of the offering; otherwise, it takes a value
of zero if the firm does not adopt the GRI framework. Our main
model is as follows:

IPO WithdrawalðIPOWÞij ¼ β0ij þ ∑
A

a¼1
βaThe GRIaij

þ ∑
B

b¼1
βbCompany � Specific Variablesbij

þ ∑
C

c¼1
βcMarket� Specific Variablescij

þ ∑
D

d¼1
βdCountry � Specific Variablesdij þ εij

ð1Þ

In Eq. 1, the subscripts i and j represent an IPO firm that has
withdrawn its IPO from a specific nation, while β0ij denotes the
intercept of the model. We follow prior IPO research in imple-
menting variable selection criteria, which includes a set of 27
control variables accounting for company-, market- and country-
specific characteristics. This approach helps mitigate the risk of

Table 1 Selection criteria of the employed dataset.

Research parameters Description Number of IPOs
matches

1. Non-trading IPOs excluded This study excludes all pending and postponed IPOs, as they are not within
the scope of its research (2450 IPOs).

41,940

2. Elimination of IPO data containing
incomplete values for controlling variables

IPOs that lack the values required to calculate all independent variables are
excluded (1047 IPOs).

39,490

3. Elimination of IPO data containing
incomplete values for the dependent variable

IPOs with missing values of the dependent variable (IPO withdrawal) are
excluded (1674 IPOs).

38,443

4. Omission of data from non-IPOs 1233 IPOs were eliminated, including ADRs, REITs, closed-end funds, units
offer, and stocks with warrants.

36,769

5. Non-G20 IPOs excluded The G20 is composed of the following countries: Germany, Argentina, Brazil,
the United States, China, Italy, Saudi Arabia, France, India, South Korea,
Japan, Mexico, Turkey, Canada, Indonesia, United Kingdom, Australia, Russia,
and South Africa. The European Union is recognised as the 20th member.
Argentina and the remaining EU member states were dropped from the final
sample due to the absencea of IPO data, which led to a final sample of 22
nations (2000 IPOs).

35,536

6. Final sample All data is available. 33,536

aBy employing the criteria delineated in the antecedent five phases, nations with less than 40 IPOs were eliminated. This procedure led to the elimination of Argentina, Slovenia, Spain, Bulgaria, and
Romania. The final dataset comprises 22 nations
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omitted variable bias (Colaco et al. 2018; Helbing et al. 2019; Reiff
and Tykvová 2021; Jamaani and Alidarous 2024b). Company-
specific characteristics include financial leverage (FL), return on
equity (ROE), current ratio (CR), dividend per share (DPS),
independent directors (ID), women on board (WOB), audit
committee meetings (ACM), CEO duality (CEO), capital sold
(CS), technology (T), integer offer price (IOP), proceedings (P),
offer size (OP), duration (D), fees (F), price above the range
(PAR), Big 4 (B), venture capitalists (VC) and reputation (R).
Market-specific characteristics include volatility (V), hot (H) and
volume (VOL). Country-specific characteristics include English
law (EL), civil law (CL), foreign direct investment (FDI), gross
domestic product (GDP) and interest rate (I). Table 2 provides a
comprehensive list of definitions and measurement scales for all
variables.

Results and discussion
Descriptive statistics. Table 3 presents the Pearson correlation
matrix, which suggests that there is no multicollinearity problem,
as the correlation coefficients for most of the variables used in this
research are below 40%. Additionally, it provides several
descriptive analyses of the dataset. According to the statistics, the
average rate of IPO withdrawals in the sample was 15% (5030
IPOs), while 85% (28,506 IPOs) were successfully listed. The table
shows that the average rate of voluntary adoption of the GRI
framework is 2% globally. Out of the total 33,536 IPOs that filed,
670 have voluntarily chosen to use the GRI framework to prepare
their IPO prospectuses.

Table 4 provides a more detailed examination of the descriptive
statistics, with a particular emphasis on the mean values of non-
GRI-adopting firms compared to those that have adopted the GRI
framework. This analysis aims to identify the characteristics that
differentiate the two groups. The T-test results indicate that only
4% of GRI-adopting firms withdraw from the IPO transaction, as
represented by the variable IPOW. Conversely, 15% of IPOs that
do not adopt the GRI framework are withdrawn globally. This
result is statistically significant at the 1% level. It aligns with prior
research, which indicates that the voluntary implementation of
the GRI framework reduces information asymmetry among
market participants, making adopting companies appear less
risky and benefiting from enhanced disclosure quality (Moneva et
al. 2006; Boiral and Henri 2017; Traxler et al. 2020; Yang et al.
2021). The two groups exhibit no statistically significant
differences in terms of leverage, performance, liquidity and
profitability, as indicated by the four accounting ratios shown in
the table. Table 4 illustrates that GRI-adopting firms may signal
and demonstrate superior corporate governance characteristics
when preparing to go public, as they statistically outperform non-
GRI-adopting IPOs in three related variables. First, IPOs that
adopt the GRI framework typically hold five audit committee
meetings during the years leading up to the offering, whereas
non-GRI adopters have only one meeting. Second, IPOs that
adopt the GRI framework ensure that, on average, their board of
directors consists of four independent directors, compared to just
one for non-GRI adopters. Third, when IPOs adopt the GRI
framework, the number of women on the board is typically
doubled upon submitting for an IPO. This outcome aligns with
previous research indicating that organisations that implement
the GRI framework often experience improvements in their
corporate governance, which signal their quality (Levy et al. 2010;
Gallén and Peraita 2017; Hamad et al. 2020). Research has shown
that the GRI framework fosters enhanced accountability,
transparency and stakeholder involvement – critical elements
for effective corporate governance (Fernandez-Feijoo et al. 2014;
Fonseca et al. 2014; Hahn and Lülfs 2014; Machado et al. 2021).

Firms not only enhance the sustainability of their operations but
also signal the strength of their governance structures and
mitigate risks related to inadequate oversight by adhering to the
GRI framework (Brown et al. 2009b; Chen et al. 2015; Boiral and
Henri 2017; Orazalin and Mahmood 2020; Mougenot and
Doussoulin 2024). However, GRI-adopting firms tend to exhibit
weaker corporate governance due to their emphasis on unified
leadership. Consequently, decision-making is faster and more
aligned with leadership, as 20% of GRI-adopting IPOs have CEO
duality, compared to only 5% among non-GRI adopters. When
the two groups register for an IPO, they differ in three classical
IPO deal characteristics: the percentage of CS, the concentration
of technology-type IPOs and the IOP. GRI-adopting IPOs appear
to experience reduced uncertainty, as the IPO proprietors of these
firms sell a smaller amount of capital when going public, operate
in less technology-intensive industries and have a smaller IOP.
This indicates a greater willingness to negotiate to secure a higher
offer price at the time of the offering. The findings of this study
align with previous IPO research, which often associates an
increase in information asymmetry, market uncertainty and
withdrawal risk with a larger percentage of IPO shares sold,
technology-type IPO firms and the number of IPOs (Helbing
2019; Helbing et al. 2019; Jamaani and Alawadhi 2023; Jamaani
and Alidarous 2024b).

Table 4 also illustrates that the average size of IPO firms that
implement the GRI framework is significantly larger, with an
average IPO size of $963 million, compared to $93 million for non-
GRI adopters. This suggests that GRI-adopting IPOs are well-
established organisations with a wide range of resources, which
enables them to absorb the costs of implementing the GRI
framework and ensure high-quality disclosures. This is consistent
with previous IPO research, which argues that large IPO firms
possess sufficient internal and external resources to adhere to
corporate governance standards and provide superior disclosure
quality, thereby reducing the likelihood of IPO withdrawal risk
(Busaba et al. 2001; Dunbar and Foerster 2008; Qing 2011; Reiff
and Tykvová 2021). The table shows that market-timing practices
are evident, as 47% of GRI-adopting IPOs are released during
periods of high market activity, compared to 38% of non-GRI
adopters. On average, GRI-adopting IPOs are listed during periods
of increased market volatility and higher average annual IPO
listings. In contrast to non-GRI adopters, GRI-adopting IPOs are
listed during years when the average local foreign direct investment
inflow is stronger, GDP growth is higher, and interest rates are
lower. This finding is consistent with prior research, which suggests
that ESG-focused firms can time their IPOs to align with favourable
market sentiment through sustainability and responsible invest-
ments (Mumtaz and Yoshino 2021; Wang et al. 2022). The table
also shows that GRI-adopting IPOs aim to reduce information
asymmetry by sending credible signals to investors when they go
public. They accomplish this by engaging reputable intermediaries
to prepare their IPO prospectus. Specifically, the table reveals that,
on average, 30% of GRI-adopting IPOs (compared to 19% of non-
GRI adopters) employ one of the ‘Big Four’ auditing firms, and 72%
of GRI-adopting IPOs (compared to 46% of non-GRI adopters)
employ reputable underwriters. These findings align with previous
research, which has shown that high-quality IPO firms that
prioritise transparency tend to employ reputable underwriters and
auditors to signal their quality and reduce the information gap
between the firm and potential investors (Jamaani and Alidarous
2023; Alidarous 2024a).

Regression results and discussion
Table 5 presents Model 1, which utilises probit regression analysis
to examine the impact of the voluntary adoption of the GRI
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Table 2 Definitions of variables.

Variables Description Source of data

Dependent variable
IPO withdrawal (IPOW) If the IPO is withdrawn, the value is 1, and if it is not, it is 0. Bloomberg Database

(BD)
Main variable
Global reporting initiatives (GRI) If the IPO used the GRI framework voluntarily in the preparation of its IPO profiles, the

value is 1, and if not, it is 0.
Bloomberg Database
(BD)

Company-specific characteristics
Financial leverage (FL) This is a numerical value that represents the financial leverage of the company at the

time of the offering. It is the percentage of the equity of a firm to its liabilities.
BD

Return on equity (ROE) This serves as a numerical indicator that gauges the firm's financial performance
during its offering phase. The net profit is divided by the equity of the shareholders.

BD

Current ratio (CR) This variable measures the liquidity ratio, which measures whether a corporation has
enough money to meet its immediate financial responsibilities at offering. It compares
the firm's assets and liabilities.

BD

Dividend per share (DPS) This assesses a company's profitability by comparing the total dividends granted to
shareholders to its earnings at issuance.

BD

Independent directors (ID) This variable shows a firm's governance, including the number of independent
directors on its board at the time of offering.

BD

Women on board (WOB) A company's governance includes this numerical variable, which shows the number of
female directors at the time of offering.

BD

Audit committee meetings (ACM) Company governance includes this numerical factor, which shows the number of audit
committee meetings at the time of offering.

BD

CEO duality (CEO) A firm's governance dummy variable has an integer of 1 if the CEO serves as the IPO
company's board chair at the offering and a value of 0 if not.

BD

Capital sold (CS) This number shows the proportion of capital sold by the firm in the secondary share
offerings of outstanding shares.

BD

Technology (T) This dummy variable denotes the firm's industry. Company values are 1 if they are
technology businesses and 0 otherwise.

BD

Integer offer price (IOP) If the IPO company's offer price is an integer, the value of this binary variable is 1;
otherwise, it is 0.

BD

Proceedings (P) This number indicates each IPO company's total proceeds from the IPO. It is the
number of shares sold times the offer price in USD representing the size of the
offering.

BD

Offer size (OP) This number represents the USD price IPO owners demand for selling their shares to
the public.

BD

Duration (D) This represents the time between offering and listing in days. BD
Fees (F) This variable displays the underwriting banks' fees for handling the IPO as a

proportion of the total amount of money collected during the sale.
BD

Price above the range (PAR) If institutional investors provide an offer price that exceeds the price range during the
bookbuilding process, this dummy factor is assigned a value of 1. It assumes a value of
0 when it is situated below the price range.

BD

Big 4 (B) This is a dummy variable showing the auditor's reputation; it is assigned a value of 1 if
the company undertaking the IP hires one of the four biggest auditing firms (KPMG,
Ernst & Young, Deloitte, and PricewaterhouseCoopers) and is 0 otherwise.

BD

Venture capitalists (VC) This is a binary variable that assumes a value of 1 if venture capitalists support the IPO
at the offering time and 0 if they do not.

BD

Reputation (R) This binary variable employs a scoring approach developed by Carter and Manaster
(1990) to classify underwriter repute. It posits that an underwriter is assigned a value
of 1 if it is among the top 100 internationally listed underwriters by total market share
from 1995 to 2019; otherwise, it has a value of 0 (Neupane and Thapa 2013; Jamaani
2021; Jamaani and Alidarous 2024b).

BD

Market-specific characteristics
Volatility (V) This numerical variable represents the standard deviation of the national equity

market 15 days before the formal listing time.
DataStream Database
(DTD)

Hot (H) This is a binary variable that assumes an outcome value of 1 if the IPO occurs in a year
where the overall number of offerings surpasses the mean number of offerings and a
value of 0 if it does not.

BD and The World Bank
(TWB)

Volume (VOL) This numerical indicator indicates the overall count of IPOs registered for every single
nation and year.

TWB

Country-specific characteristics
English law (EL) This binary factor assumes a value of 1 if the IPO is listed under a judicial body

governed by English common law and 0 if it is not. Nations that follow English
common law thoughts include the United States, the United Kingdom, Australia, and
South Africa.

Lin et al. (2013)

Civil law (CL) The value of this binary parameter is assigned as 1 if the IPO is registered with a
judicial body that adheres to French civil law and 0 if it is not. The countries that

Lin et al. (2013)
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Table 2 (continued)

Variables Description Source of data

adhere to the concepts of French civil law are Russia, Brazil, Mexico, Greece, France,
and Italy.

Foreign direct investment (FDI) This numerical indicator indicates the percentage of GDP derived from FDI inflows
from 1995 to 2019.

TWD

Gross domestic product (GDP) The measure represents the growth in GDP per capita from 1995 to 2019. TWD
Interest (I) This provides the time-series statistic for the interest charged on standard deposits

from 1995 to 2019.
TWD

Dummy effect This binary variable encapsulates the effects of the year, industry, and country. Self-constructed variable
Formal institutional quality-specific characteristics for sensitivity tests
Voice and accountability (VA) VA reflects people's beliefs in their capacity to engage in government selection, with

the freedoms of speech, membership, and expression. The governance assessment
ranges from around −2.5 for bad governance to 2.5 for high governance competence
(World Economic Forum 2019).

World Economic Forum
(2019)

Regulatory quality (RQ) RQ denotes views of the government's capacity to devise and execute effective rules
and regulations that facilitate and encourage private-sector growth. The governance
estimate runs from around −2.5 (indicating inadequate governance) to 2.5 (indicating
high governance competence) (World Economic Forum 2019).

World Economic Forum
(2019)

Control of corruption (CC) CC indicates attitudes to the degree to which public authority is used for personal
benefit, including both minor and major corruption, along with the appropriation of the
government by insiders and private entities. The governance assessment ranges from
around −2.5 (poor) to 2.5 (high) governance competence (World Economic Forum
2019).

World Economic Forum
(2019)

Government effectiveness (GE) GE denotes views of the calibre of services provided by the public sector, the quality of
the civil service and its autonomy from political influences, the quality of policy
development and execution, and the trustworthiness of how committed the
government is to these policies. The governance assessment ranges from around−2.5
(poor) to 2.5 (high) governance competence (World Economic Forum 2019).

World Economic Forum
(2019)

Rule of law (RL) RL embodies beliefs of the degree to which individuals trust and adhere to societal
regulations, particularly concerning the efficacy of contract implementation,
intellectual property, law enforcement, and judicial systems, alongside the probability
of criminal activity and aggression. The governance assessment ranges from around
−2.5 (poor) to 2.5 (high) governance competence (World Economic Forum 2019).

World Economic Forum
(2019)

Enforcement of securities
regulation (ESR)

ESR illustrates annual variations in the rigour of regulations governing securities
exchanges across all nations. It spans from 0, indicating the worst enforcement of
securities regulation, to 7, representing the most effective enforcement of securities
law (World Economic Forum 2019).

World Economic Forum
(2019)

Transparency of government
policymaking (TGP)

TGP is derived from the weighted average ranking outcomes of an opinion survey. It
assesses the ease with which enterprises in one’s country may acquire information on
legislative and legal changes that affect their operations (1= very difficult and
7= remarkably easy) (World Economic Forum 2019).

World Economic Forum
(2019)

Conflict of interest regulation (CIR) CIR evaluates three aspects of regulation concerning conflicts of interest: (1)
openness in related-party transactions, (2) shareholders' capacity to litigate and hold
directors accountable for self-dealing, and (3) the accessibility of evidence and
distribution of legal costs in shareholder lawsuits. It assesses the safeguarding of
shareholders regarding directors' exploitation of business resources for their own gain.
The scale extends from 0 to 10, with 10 being the optimal score (World Economic
Forum 2019).

World Economic Forum
(2019)

Strength of auditing and reporting
practices (SARP)

SARP illustrates the variation in quality relative to the requirements of financial
auditing and reporting within a nation. It spans from 0, indicating the worst auditing
and reporting standards, to 7, representing the strongest auditing and reporting
standards (World Economic Forum 2019).

World Economic Forum
(2019)

Ethical behaviour of firms (EBF) EBF is derived from the weighted average outcomes of opinion surveys addressing one
specific question: What criteria would you use to assess an organisation's ethical
conduct in your country, particularly regarding its interactions with governmental
agencies, politicians, and other enterprises? (1= very poor [among the global poorest]
and 7= exceptional [among the global best]) (World Economic Forum 2019).

World Economic Forum
(2019)

Informal institutional quality-specific characteristics for sensitivity tests
Hofstede cultural dimensions The notion of power distance (PD) is an analogy of the unequal distribution of power

between individuals in a specific culture (Hofstede 2011). The author contends that in
this culture, individuals are divided into different groups of dominance, which
separates the community into powerful and inferior segments. The first category holds
power and authority in a manner that is centralised. PD spans from 0 to 100 scale
points, with 50 as a midpoint. 100 points signifies the largest (lowest) power gap in a
community, when less powerful people recognise and anticipate uneven power
distribution (Hofstede 2011). In cultures that exhibit different levels of uncertainty
avoidance, individuals avoid anxiety-related conditions, unpredictable nature, and

Hofstede (2011)
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reporting framework on the likelihood of IPO withdrawal. The
model includes fixed factors related to year, industry and country.
Solid evidence is found indicating that the voluntary adoption of
the GRI framework in IPO prospectuses reduces worldwide IPO
withdrawals by 65%. Our results demonstrate that firms engaged
in more extensive SR through voluntary adoption of the GRI
framework are less likely to withdraw their IPOs. These findings
confirm the H1 that the voluntary adoption of the GRI frame-
work signals quality and helps reduce information asymmetry
between firms and investors in the IPO market. Firms can
enhance transparency, build investor trust and reduce uncertainty
regarding their sustainability practices by providing comprehen-
sive sustainability information. This, in turn, may restore the
confidence of socially responsible investors. IPO companies that
voluntarily adopt the GRI framework may be perceived as more
reliable and strategically positioned for sustained success. These
findings align with signalling theory, which posits that the GRI
framework serves as a signal of quality, aligns stakeholder inter-
ests and enhances a firm’s credibility. By voluntarily disclosing
sustainability information through the GRI framework, compa-
nies demonstrate their commitment to openness, responsibility
and the creation of long-term value. Signalling can improve a
firm’s reputation and reduce information asymmetry between the
company and potential investors (Ching and Gerab 2017; Friske

et al. 2023). As a result, companies that participate voluntarily in
GRI reporting while preparing their IPO prospectus may be seen
as more dependable and credible, reducing the perceived risk
associated with withdrawing from an IPO.

Model 2 in Table 5 incorporates a wide range of controlling
and relevant factors, accounting for company-, market- and
country-specific characteristics in the analysis to mitigate the risk
of omitted variable bias. Although the GRI coefficient remains
statistically significant and negative, indicating that the voluntary
adoption of the GRI framework reduces the probability of IPO
withdrawal by 40%, the economic effect of the GRI coefficient
decreased from 65% in Model 1 to 40% in Model 2. This change is
attributed to the inclusion of controls for company-, market- and
country-specific characteristics.

The results related to company-specific characteristics reported
in Model 2 in Table 5 indicate that only four out of the 18
controlling factors are significant: FL, ROE, ACM and the pre-
sence of women on the board. This suggests that these factors do
not play a decisive role in determining the probability of IPO
withdrawal. The remaining 12 company-specific factors have
statistically significant influences on the probability of IPO
withdrawal, with varying degrees of economic relevance. Notably,
the CR shows a statistically significant positive correlation with
IPO withdrawal, indicating that a one-unit increase in liquidity

Table 2 (continued)

Variables Description Source of data

uncertainty, as per Gupta et al. (2018). Hofstede (2011) illustrates that cultures that
escape uncertainty form sentimental activities to remove its causes by any possible
means. uncertainty avoidance (UA) is a 0–100 scale-point index, with 50 points as a
midpoint. A culture that fears ambiguous or unclear events and has built beliefs and
structures to prevent them has 100 (0) points of uncertainty avoidance (Hofstede
2011). A collective society is characterised by strong interpersonal connections, and
individuals usually fall into cohesive groups that prioritise family networks, as stated
by Hofstede (2011). Collectivism (COL) is an index that spans from 0 to 100, with
50 serving as the midpoint. 100 (0) points signifies the maximum (minimum) level of
interdependence a society sustains between its individuals (Hofstede 2011). According
to Hofstede (2011), masculine societies, such as China, prioritise the desire to achieve
power, dominance, and the accomplishments of males over those of females.
According to Jamaani and Ahmed (2022), management in a nation with an elevated
prevalence of psychological prejudice against women either pursues aggressive
objectives or adopts a "winner takes all" mentality. masculinity (M) is an index that
spans a range from 0 to 100, with 50 serving as the midpoint. 100 (0) points signifies
the utmost (minimum) level of masculinity within a culture (Hofstede 2011). Hofstede
(2011) characterises cultures that prioritise perseverance and frugality as long-term
oriented in their pursuit of goals for the future. Individuals who reside in countries that
emphasise longevity are more likely to give preference to savings for the future and
place a lower value on attaining immediate results and outcomes, as per Gupta et al.
(2018). long-term orientation (LTO) is an index that spans a scale from 0 to 100, with
50 serving as the midpoint. 100 (0) points signify the utmost (minimum) level of long-
term orientation. Hofstede (2011) defines an indulgent society as one that enhances
and regulates human leisure. indulgence (INDL) is an index that spans from 0 to 100,
with 50 serving as the midpoint. 100 (0) points signifies the highest (lowest) level of
indulgence within a community (Hofstede 2011). Costa et al. (2013) and Jamaani and
Ahmed (2022) contend that the Hofstede cultural dimensions contribute to
information asymmetry in the IPO market.

Cultural secrecy index (CSI) Gray (1988) formulates a secrecy theory that correlates openness in accounting
information with Hofstede's cultural dimensions, revealing that culture significantly
influences concealment in financial reporting methods. Gray characterises secrecy as
a desire for confidentiality, limiting the dissemination of corporate information only to
those intimately engaged in its administration and funding, in contrast to a more
transparent, accessible, and publicly accountable method (Gray 1988). Gray
formulates a CSI based on three elements of Hofstede’s (2011) cultural dimensions:
power distance, uncertainty avoidance, and collectivism (Jamaani et al. 2021). Gray
(1988) ascertains that in nations where the culture exhibits elevated uncertainty
avoidance and power distance, along with increased collectivism, managers are
inclined to maintain secrecy about financial reporting methods.

Gray (1988)
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corresponds to a 0.0071% rise in the probability of IPO with-
drawal. Although this result has a marginal economic effect, it
suggests that firms with surplus cash, such as major retailers or
technology corporations with substantial working capital, may be
more hesitant to seek external funding in a challenging market
and may prefer to cancel their IPO (Jamaani and Alawadhi 2023).
Conversely, DPS reduce the probability of withdrawal, with each
dollar increase in DPS corresponding to a 0.17% decrease in the
likelihood of withdrawal. This suggests that consistent dividend
payments signify financial robustness and increase investor
appeal (Jamaani and Alawadhi 2023). Similarly, an increase in the
number of IDs has a positive effect, as adding one ID reduces the
withdrawal event rate by 0.75%. This supports the claim that
strong governance boosts investor confidence and regulatory
endorsement (Nipper 2021). Furthermore, CEO duality sig-
nificantly reduces the probability of withdrawal, indicating that
firms with a CEO who concurrently serves as board chair are 52%
less likely to withdraw (Helbing et al. 2019). This is because cross-
functionally aligned leadership enhances strategic decision-mak-
ing, particularly in organisations led by influential dual-role lea-
ders like Elon Musk (Tesla). The proportion of CS by the firm is
also significant; for every 10% of equity sold, the probability of
withdrawal from the IPO decreases by 1.1% (a trend that is more
pronounced for IPOs with greater ownership commitment). This
aligns with examples of exceptionally successful IPOs, such as
Alibaba’s 2014 IPO (Helbing et al. 2019). Conversely, technology
companies have a 33% lower probability of withdrawal, indicating
heightened investor demand and growth expectations, particu-
larly within the expanding software industry, as demonstrated by
companies like Nvidia and Snowflake. On the other hand, com-
panies that price their IPO shares at integer values have a 31%
higher probability of withdrawal, suggesting uncertainty regard-
ing valuation – a characteristic previously identified in unsuc-
cessful IPOs (Bradley et al. 2004). An increase in the IPO offer
price slightly reduces the probability of withdrawal, with a $10
rise in the offer price leading to a 0.01% decrease in withdrawal
probability. While minimal, this reduction is significant in terms
of pricing strategy. If a firm files for an IPO (having completed
the prospectus submission) and intends to be listed for more than
100 days, the probability of its withdrawal increases by 21% for
each additional 100 days of listing. An increase of $1 million in
IPO underwriting fees raises the probability of withdrawal by 3%,
which may lead smaller enterprises to reconsider pursuing their
IPOs (Ursel and Zhong 2018). The results also show that firms
using B auditors are 31% less likely to withdraw, indicating that
enhanced scrutiny of financial statements by audit firms such as
Deloitte, PwC, EY and KPMG strengthens trust among regulators
and investors (Alidarous 2024a). IPOs backed by venture capital
are 27% more likely to be withdrawn, likely because venture
capitalists may advocate for postponements or cancellations if
market conditions are unfavourable for achieving high valuations
(Reiff and Tykvová 2021). This is exemplified by Airbnb, whose
IPO was postponed in 2020 due to market volatility and ulti-
mately did not proceed until a later date.

The results indicate that all market-specific characteristics
significantly influence the probability of IPO withdrawal, sug-
gesting that overall market conditions play a crucial role in the
decision to list. High market volatility prior to the listing period
indicates that for every 1-point increase in market volatility, the
probability of IPO withdrawal rises by 10%. This suggests that
firms are more likely to postpone or cancel IPOs during periods
of uncertainty, such as economic recessions and financial crises
(Reiff and Tykvová 2021). The finding that setting the IPO offer
price above the average range reduces the probability of with-
drawal by 1.6% implies that firms opting for a higher-than-
expected price demonstrate greater investor confidence in theT
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offering (Busaba et al. 2001). The positive coefficient on H sug-
gests that firms are 19% more likely to withdraw their IPOs
during peak market conditions. This implies that firms may
choose to withdraw their IPOs when they perceive the market as
overly favourable for achieving optimal valuations. This trend
aligns with the behaviour of companies delaying their IPOs
during periods of significant price increases in technology and
social media stocks (Busaba 2006). The volume of IPO listings
indicates that for every 100 additional IPOs in the pipeline, the
probability of withdrawal decreases by 0.16%. This suggests that
high IPO activity reflects investor confidence and market stability,
a pattern often observed in strong IPO years (Helbing et al. 2019).

The results indicate that all country-specific characteristics
significantly influence the probability of IPO withdrawals, high-
lighting the roles of legal environments, economic conditions and
capital flows in shaping IPO characteristics. EL shows positive
and significant correlations, suggesting that IPOs in countries
with common law systems (e.g., the UK, the US) are 35% more
likely to withdraw. This implies that higher levels of investor
protection laws, more complex regulatory systems and longer
legal processes in these countries may lead companies to with-
draw their IPOs if they believe they cannot meet compliance
requirements (Jamaani and Alidarous 2024b). Additionally, FDI
inflows reveal a positive correlation between foreign direct
investment and the likelihood of IPO withdrawals. This suggests
that a 1% increase in FDI inflow may lead to a 4.5% increase in
the probability of IPO withdrawal. This result implies that a
significant influx of foreign capital could reduce companies’
reliance on IPOs for funding, providing firms with greater
opportunities to pursue private equity or cross-border merger
transactions (Alidarous 2024b). GDP growth of −0.030 indicates

that a 1% increase in GDP growth corresponds to a 3% reduction
in the probability of IPO withdrawal. Enhanced economic growth
fosters a more stable financial environment, boosts investment
confidence and improves the success rate of IPOs (Jamaani and
Alawadhi 2023). This is linked to an economic boom, which leads

Table 5 Baseline regression results.

Model 1 Model 2

Main variable
GRI −0.65*** −0.40***

[−6.39] [−2.65]
Company-specific characteristics
FL 0.000055

[1.43]
ROE 0.00191

[0.13]
CR 0.000071**

[2.29]
DPS −0.0017**

[−2.06]
ID −0.0075***

[−8.01]
ACM −0.0068

[−0.93]
CEO −0.52***

[−6.69]
WOB −0.0042

[−1.49]
CS −0.011***

[−15.8]
T −0.33***

[−5.17]
IOP 1.31***

[40.6]
P 0.000014

[0.53]
OP −0.000012***

[−2.82]
D 0.0021***

[14.1]
F 0.013**

[2.26]
B −0.36***

[−12.8]
VC 0.27***

[8.17]
R 0.0063

[0.29]
Market-specific characteristics
V 10.0***

[5.84]
PAR −1.61***

[−10.9]
H 0.19***

[8.51]
VOL −0.0016***

[−23.6]
Country-specific characteristics
EL 0.35***

[11.6]
CL 0.38***

[7.96]
FDI 0.045***

[6.55]
GDP −0.030***

[−5.93]
I −0.013***

[−6.11]
Dummy Effect YE & IR & CE YE & IR & CE
Constant −2.08*** −3.34***

[−69.8] [−46.8]
Observations 33,536 33,536
Adjusted R-squared 0.059 0.27
VIF checka 1.85 1.91

All variables are defined in Table 2. Every model uses robust Z-statistics adjusted for
heteroscedasticity, indicating ***P < 0.01, **P < 0.05, and *P < 0.1 for two-tailed testing.
aThe variance inflation factor (VIF) check is applied to confirm the lack of multicollinearity in the
regression models utilised in the models. Alidarous (2024a) indicates that a mean VIF value
below 5 in a regression model signifies the absence of multicollinearity among the independent
variables.

Table 4 Comparison of descriptive statistics between GRI-
adopting versus non-GRI-adopting IPOs.

Variables Mean value for non-
GRI-adopting firms

Mean value for GRI-
adopting firms

T-test

IPOW 0.15 0.02 7.61***
FL 0.02 0.04 12.14***
ROE −0.13 0.09 0.51
CR 28 1.50 0.47
DPS 0.19 0.25 1.12
ID 2 4 37.28***
ACM 1 5 35.40***
CEO 0.05 0.2 15.50***
WOB 2 4 39.40***
CS 0.13 0.10 4.01***
T 0.11 0.04 5.10***
IOP 0.69 0.53 8.32***
P 93 963 40.39***
OP 16.76 14.02 0.224
D 101 95 1.33
F 0.04 0.02 1.24
B 0.19 0.30 6.35***
VC 0.07 0.04 2.90***
R 0.46 0.72 12.18***
V 0.016 0.018 5.60***
PAR 0.03 0.02 1.65*
H 0.38 0.47 3.94***
VOL 50 70 2.25**
EL 0.54 0.19 16.45***
CL 0.06 0.18 11.50***
FDI 0.02 0.03 3.20***
GDP 0.03 0.05 15.80***
I 0.10 0.09 4.70***

All variables are defined in Table 2. ***P < 0.01, **P < 0.05, and *P < 0.1.
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to accelerated IPO activity during periods of prosperity (Thanh
2020). Interest rates suggest that a 1% increase in interest rates
results in a 1.3% decrease in the probability of an IPO withdrawal.
This indicates that higher borrowing costs make public markets
more appealing for firms seeking to raise capital, thereby reducing
withdrawal rates. This trend aligns with observations during
periods of rising interest rates, where firms prefer public markets
due to the reduced attractiveness of private financing (Dunbar
and Foerster 2008).

Our main results demonstrate that the adoption of the GRI-SR
framework mitigates the persistent issue of information asym-
metry in the IPO market, reducing the risk of IPO withdrawal
through four explainable channels. First, the findings suggest that
voluntary compliance with the GRI framework serves as a signal
of transparency and credibility. The probability of an IPO with-
drawal is significantly reduced when a company voluntarily
adopts the GRI framework, which highlights its commitment to
transparency and meticulous reporting practices (Fernandez-
Feijoo et al. 2014; Ching and Gerab 2017; Luo and Tang 2023).
The voluntary implementation of the GRI framework reduces
information asymmetry by providing socially responsible inves-
tors and stakeholders with a standardised framework to evaluate a
firm’s ESG performance, particularly in relation to an IPO’s
prospectus (Fernandez-Feijoo et al. 2014; Luo and Tang 2023).
Unlike ESG scoring systems, which assess and rank companies
based on their ESG practices and disclosures, the GRI framework
offers a standard methodology that enables businesses to report
their sustainability performance in a systematic and consistent
manner (Cho et al. 2009). Prior research suggests that ESG
grading methods rely on data that companies may provide or
acquire from third-party vendors, but these approaches have
limitations (Muslu et al. 2019; Ignatov 2023; Kimbrough et al.
2024). These limitations include data inaccuracies, inconsistencies
and anomalies that can undermine the trustworthiness and
consistency of ESG rankings (Kaplan and Ramanna 2021). These
limitations are supported by earlier research, which suggests that
ESG scoring techniques often prioritise a pre-established set of
ESG factors, potentially overlooking a full range of important
sustainability issues relevant to a company’s operations (Muslu
et al. 2019; Ignatov 2023; Kimbrough et al. 2024). SR research has
highlighted this issue, arguing that there is no widely recognised
benchmark for ESG grading (Veenstra and Ellemers 2020; Kaplan
and Ramanna 2021; Patil et al. 2021). Consequently, various
methodologies and rating agencies have emerged, each using
distinct standards and methods to assign importance (Kaplan and
Ramanna 2021). The lack of consistency in this regard may pose
challenges for investors in accurately comparing ESG ratings
across different firms (Muslu et al. 2019; Ignatov 2023; Kim-
brough et al. 2024). Thus, the findings of this study validate that
the GRI reporting framework’s uniformity advantage can effec-
tively reduce uncertainty, bolster investor confidence and
enhance a company’s reputation by signalling transparency and
accountability. By voluntarily adopting the GRI-SR framework,
information asymmetry between IPO owners and socially
responsible investors is likely to decrease, empowering investors
to improve their decision-making process when investing in
IPOs, ultimately lowering the probability of IPO withdrawal.

Second, the findings suggest that the voluntary implementation
of the GRI framework may be seen as an indication of a positive
perception regarding long-term sustainability. Research on IPOs
shows that investors prioritise both short-term returns and an
organisation’s long-term sustainability (Jamaani and Alidarous
2024a). Additionally, the adoption of the GRI framework by
organisations signals their commitment to long-term environ-
mental and social efforts, as well as a forward-thinking approach
(Brown et al. 2009b; Chen et al. 2015; Orazalin and Mahmood

2020; Traxler et al. 2020). This is a critical factor for investors
who integrate ESG considerations into their investment decisions
(Brown et al. 2009b; Chen et al. 2015). The findings of this
research align with those of Cantele and Zardini (2018), who
discovered that GRI reporting enhances the long-term sustain-
ability of firms by providing them with a competitive advantage
and establishing them as leaders in sustainable and ethical busi-
ness practices. Competitive firms often prioritise the development
of positive relationships with their stakeholders, including socially
responsible investors, clients, vendors and legislators (Kwarteng
et al. 2016). Thus, the findings of this study align with previous
research, which shows that competitive firms can reduce uncer-
tainties and asymmetries in the flow of information by actively
addressing issues, providing essential information and engaging
in meaningful dialogue through effective communication strate-
gies (Chen et al. 2015; Cantele and Zardini 2018). The present
findings confirm that the voluntary adoption of the GRI-SR fra-
mework can be perceived as a quality signal that reduces infor-
mation asymmetry, fostering confidence and trust among
stakeholders. This, in turn, leads to more accurate evaluations of a
company’s value and prospects, ultimately decreasing the like-
lihood of IPO withdrawal.

Third, the findings suggest that the voluntary adoption of the
GRI-SR framework can be interpreted as a sign of enhanced
investor demand and an improved reputation. Research has
shown that implementing the GRI framework can enhance a
company’s image, particularly among institutional investors and
socially responsible investors who prioritise sustainability in their
portfolios (Simmons Jr et al. 2018; Miras‐Rodríguez et al. 2020).
The results of the present study align with previous research on
sustainable responsibility, which indicates that sustainable orga-
nisations may use the GRI framework to communicate their
commitment to sustainable practices and long-term performance,
ultimately influencing investor demand and market reputation
(Sun et al. 2024). Research has shown that the GRI framework
encourages organisations to adopt a long-term perspective and
assess the broader impact of their operations on society and the
environment (Fernandez-Feijoo et al. 2014). The current findings
align with previous research, which suggests that socially
responsible investors can gain a more comprehensive under-
standing of a firm’s overall sustainable performance by adopting a
long-term approach (Yang et al. 2021; Goswami et al. 2023). This
reduces information asymmetry and provides additional insights
for making long-term investment decisions (Dilling and Harris
2018). The present findings suggest that this approach can miti-
gate information asymmetry, providing socially responsible
investors with a more comprehensive understanding of how
sustainability is integrated into a company’s core business
operations. By disclosing its long-term sustainability plan, the
company can boost investor demand and enhance its market
reputation (García‐Sánchez and Noguera‐Gámez 2017; Yang
et al. 2021). Consequently, sustainable IPO firms may increase
investor demand and market reputation by utilising the GRI
framework to signal their commitment to long-term success. This
approach helps to attract socially responsible investors by
demonstrating sustainable practices and reduces the likelihood of
these investors withdrawing from the IPO.

Fourth, the voluntary implementation of the GRI-SR frame-
work could be perceived as a signal of reduced perceived risks.
Research has shown that the voluntary adoption of this frame-
work can indicate a firm’s commitment to accountable govern-
ance and transparency, thereby reducing perceived risks
(Dhaliwal et al. 2011; Truant et al. 2017). The current findings are
consistent with those of Hahn and Lülfs (2014), who discovered
that companies that voluntarily disclose non-financial informa-
tion about their ESG practices using the GRI framework provide
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stakeholders and investors with a broader understanding of how
they address sustainability-related risks. This transparency plays a
crucial role in reducing information asymmetry, which often
leads to investors’ inability to fully understand a firm’s risk-
management strategies (Fijałkowska and Hadro 2022). The cur-
rent results align with the findings of Baier et al. (2022), who
established that the credibility of SR initiatives is influenced by
the transparency of references to sustainability frameworks, such
as the GRI, as well as the depth of third-party assurance.

In summary, the results of this study confirm that investor
uncertainty and information asymmetry between IPO stake-
holders and IPO firms are reduced when IPO businesses volun-
tarily implement the GRI framework, which signals transparency,
long-term sustainability and responsible governance. The volun-
tary adoption of the GRI framework demonstrates the IPO
company’s commitment to comprehensive and standardised ESG
disclosures, assuring investors of the information’s trustworthi-
ness and accuracy. By implementing sustainability practices and
global best practices outlined by the GRI framework, the IPO
company highlights its future sustainability and shows IPO
investors the firm’s readiness to address future risks. Voluntarily
complying with the GRI framework may also enhance an IPO
enterprise’s public image and attract socially responsible investors
who value sustainability and transparency. Additionally, it may
reduce perceived risks by aligning the IPO firm’s ESG policies
with global standards, providing third-party certification and
minimising investor information asymmetry. By boosting inves-
tor confidence and trust in the IPO company’s long-term pro-
spects, these factors reduce the likelihood of IPO withdrawal and
make the business more attractive to potential investors
throughout the public offering process.

Sensitivity tests
Controlling for endogeneity, reverse causality, clustering and
unequal distribution of data. We follow previous research to
account for reverse causality and endogeneity8 when examining
the relationship between the probability of an IPO withdrawal
and the adoption of the GRI framework, as these factors are
critical to the validity of our causal inferences (Li et al. 2019; Luo
and Tang 2023; Velte 2023). These issues arise when the causal
relationship is indeterminate (reverse causation) or when omitted
variables simultaneously determine both the independent variable
(GRI adoption) and the dependent variable (IPO withdrawal
probability), leading to endogeneity. Reverse causality could
influence our results, as IPO firms anticipating a higher prob-
ability of IPO withdrawal may adopt the GRI framework to signal
transparency or quality, rather than the likelihood of IPO with-
drawal being influenced by GRI adoption. Additionally, endo-
geneity may arise if unobserved variables (e.g., managerial intent,
firm quality or market conditions) affect both GRI adoption and
IPO withdrawal. This could lead to biased estimates if these
variables are not properly accounted for. To mitigate the influ-
ence of reverse causality and endogeneity, we follow Sanderson
and Windmeijer (2016) and employ a robust instrumental vari-
able (IV) approach using a probit two-stage least squares (P2SLS)
estimation method (Xu et al. 2011; Canil and Rosser 2015), which
incorporates robust standard errors. Our approach is similar to
that of Benjamin et al. (2023) and Nandy et al. (2023), who use
the industry peer GRI adoption rate as a valid IV. The industry
peer GRI adoption rate serves as a valid IV because it is suffi-
ciently correlated with a firm’s decision to adopt GRI standards,
due to peer influence and industry norms. However, it is unlikely
to directly affect a firm’s IPO withdrawal probability, except
through its influence on GRI adoption. To assess the reliability of
the selected IV, a weak instrument test is used. This test is an

extension of the one developed by Cragg and Donald (1993) and
later improved by Boulton et al. (2017). The null hypothesis
underlying this test is that the instrument used is weak.

Following Onali et al. (2017) and Jamaani and Ahmed (2020),
this study examines the issue of error-term clustering by nation,
year and industry. Jamaani and Ahmed (2020) found evidence of
error-term clustering in IPO data across years, sectors and
nations. In the United States IPO market during the 1960s and
1990s, Lowry and Schwert (2002) identified a year clustering
effect, where cold (or hot) IPO periods were followed by weak (or
strong) activity. Similarly, Yung et al. (2008) linked year
clustering to information asymmetry in the United States IPO
market from 1973 to 2004. They argue that IPO firms reduce
underpricing by selectively debuting in years with lower levels of
asymmetric information. Benninga et al. (2005) also demonstrate
that heavy IPO activity by businesses with strong liquidity and
competitive prices leads to sector clustering. Cameron and Miller
(2015) recommend using cluster-robust standard errors to
address the impacts of clustering on IPO data. Jamaani and
Ahmed (2020) argue that Z- or T-statistic values may be
overestimated if error-term clustering is overlooked. Finally, this
study follows Jamaani et al. (2022) by employing Efron (1986)
bootstrapping estimation to handle the limited sample size and
the unequal distribution of the IPO dataset across sectors, years
and countries. At a 1% significance level, the coefficients of the
GRI in Models 1–5 are consistently statistically significant, as
shown in Table 6. The voluntary adoption of the GRI framework
reduces the probability of an IPO withdrawal by 34–58%. This
result supports the research hypothesis that the likelihood of IPO
withdrawal is reduced for companies that proactively adopt the
GRI framework, even when concerns related to reverse causality,
endogeneity, clustering and unequal data distribution are
addressed.

Controlling for hierarchical linear modelling. Prior IPO
research has indicated that probit regression may lead to over-
estimated standard errors when examining clustered or nested
data, such as IPO data (Jamaani and Ahmed 2021; Connelly et al.
2022; Jamaani and Ahmed 2022). To address this issue, this study
follows established IPO research by employing probit hierarchical
linear modelling (PHLM) to analyse the relationship between
country-, industry- and year-level GRI and the probability of
firms withdrawing their IPOs (Engelen and Van Essen 2010;
Jamaani and Ahmed 2021; Boulton 2022; Jamaani and Alidarous
2024b). HLM allows for consideration of both within- and across-
country effects while addressing the clustering issue at the
national level in the data (Jamaani and Alidarous 2024b). Models
6–8 in Table 6 provide consistent evidence supporting the inverse
relationship between the adoption of the GRI framework and the
likelihood of IPO withdrawal. This relationship remains sig-
nificant even after using nested IPO data across countries,
industries and years with the PHLM estimation method.

Controlling for differences between developed and developing
countries. Emerging research indicates that IPO performance is
influenced by various characteristics that differ between devel-
oping and developed economies (Loughran et al. 1994; Boulton
2022; Jamaani and Alidarous 2024b). Developed and developing
nations exhibit variations in IPO research due to legal constraints
and information asymmetry (Boulton et al. 2010, 2014; Jamaani
and Alawadhi 2023). Industrialised economies typically have
stricter transparency regulations, more effective markets and
clearer listing criteria (Loughran et al. 1994; Boulton 2022;
Jamaani and Alidarous 2024b; Tran et al. 2024). Jamaani and
Alawadhi (2023) and Jamaani and Alidarous (2024b) found
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disparities in findings when comparing developed and developing
nations, particularly regarding the influence of inflation rates and
prominent law firms on the likelihood of IPO withdrawal.
Research has shown that firms in developing countries are
increasingly adopting the GRI framework for SR due to its flex-
ibility, consistency, reliability and focus on continuous improve-
ment (Dissanayake 2021; Mougenot and Doussoulin 2024).
Preuss and Barkemeyer (2011) emphasise the significant impact
that emerging countries have on the advancement of CSR and the
performance evaluation of businesses, concluding that the
application of the GRI framework in developing countries is
inconsistent. For instance, the authors illustrate that the extent of
GRI framework implementation varies between Russia and South
Africa. Chen et al. (2015) and Dissanayake et al. (2019) observe
subtle differences between developed and developing countries
regarding the influence of the GRI framework on environmental
management practices. Table 6 presents consistent outcomes
generated by Models 9 and 10, indicating that the GRI framework
may significantly mitigate the risk associated with IPO with-
drawals after controlling for the differences between developing
and developed countries.

Controlling for variations in formal institutional quality.
Research in law and finance indicates that factors such as IPO
characteristics may affect the information asymmetry issue in the
IPO market (Hopp and Dreher 2013; Sundarasen et al. 2017;
Jamaani and Ahmed 2021). However, the quality of formal
institutions could mitigate the information asymmetry problem
in IPOs (Boulton et al. 2010, 2014). Beyond the potential for IPO
withdrawal, it is crucial to consider that a country’s institutional
structure may influence the relevance of the GRI framework to
the likelihood of IPO withdrawal in financial markets (Scott 1995;
Steindl 2021). Chelli et al. (2018), Tran and Beddewela (2020),
Shahrour et al. (2022), and Gerged et al. (2024) have highlighted
the varying relationship between institutional characteristics and
SR practices. Following GRI and IPO research (Boulton et al.
2010; Carr and Outhwaite 2011; Boulton et al. 2014; Chen et al.
2015; Jamaani and Ahmed 2021; Jamaani et al. 2022; Masud et al.
2022), we employ ten proxies sourced from World Economic
Forum (2019) – voice and accountability (VA), regulatory quality
(RQ), control of corruption (CC), government effectiveness (GE),
rule of law (RL), enforcement of securities regulation (ESR),
transparency of government policymaking (TGP), conflict of
interest regulation (CIR), strength of auditing and reporting
practices (SARP) and ethical behaviour of firms (EBF) – to
comprehensively account for variations in formal institutional
quality across the country sample. Consistently, Models 1–10 in
Table 7 demonstrate that the voluntary adoption of the GRI
framework can significantly lower the probability of IPO with-
drawal from 38% to 42%, even after controlling for a range of
proxies for formal institutional quality.

Controlling for variations in informal institutional quality.
Research on finance and culture suggests that informal institu-
tional quality, as determined by cultural standards, may sig-
nificantly influence information asymmetry issues in the IPO
market (Costa et al. 2013; Lewellyn and Bao 2014; Gupta et al.
2018; Al-Awadhi 2019; Alalmai et al. 2020; Al-Awadhi 2021;
Jamaani et al. 2021; Jamaani and Ahmed 2022). When combined
with other IPO characteristics, this can compromise the desired
information symmetry among IPO participants (Jamaani et al.
2021; Jamaani and Ahmed 2022; Jamaani and Alidarous 2023).
Evidence in the GRI literature (Willett 2003; Moneva et al. 2006;
Lähtinen and Myllyviita 2015; Gallén and Peraita 2018; Sannino
et al. 2020; Perkins et al. 2022; Pizzi et al. 2022) indicates thatT
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cultural values vary, and these variations affect the success of SR
in different nations. We follow previous IPO research by utilising
Hofstede’s cultural dimensions developed by Hofstede (2011) and
the cultural secrecy index (CSI) developed by Gray (1988) to
capture differences in informal institutional qualities across
countries (Chen et al. 2022; Jamaani and Ahmed 2022). The
Hofstede cultural dimensions include power distance (PD), col-
lectivism (COL), uncertainty avoidance (UA), long-term orien-
tation (LTO), masculinity (M) and indulgence (INDL) and are
commonly used as proxies in the IPO and culture literature to
evaluate the impact of national cultures on the IPO market
(Hofstede 2011; Costa et al. 2013; Jamaani and Ahmed 2022;
Jamaani and Alawadhi 2023). For instance, it has been found that
the Hofstede cultural dimensions affect IPO long-term perfor-
mance (Salerno 2021; Tupper and Mehta 2023), IPO activity
(Lewellyn and Bao 2014; Gupta et al. 2018) and IPO underpricing
(Costa et al. 2013; Jamaani and Ahmed 2022). In the IPO lit-
erature, Gray’s CSI is often used to quantify the influence of
cultural secrecy on IPO withdrawal (Jamaani and Alawadhi 2023;
Jamaani and Alidarous 2024a) and underpricing (Chen et al.
2022; Grossmann et al. 2024). Our results indicate that at the 1%
level of statistical significance, the GRI coefficients in Models 1
through 7 of Table 8 range from 39% to 42%. Despite accounting
for a broad spectrum of variations in informal institutional
qualities across the sample data, these results consistently validate
prior conclusions that the voluntary adoption of the GRI fra-
mework substantially reduces the probability of IPO withdrawal.

Controlling for continual evolutions of the GRI reporting
framework. The GRI framework has undergone gradual evolu-
tions and continual developments that could bias previous results
(Brown et al. 2009a; del Mar Alonso‐Almeida et al. 2014; Garcia‐
Torea et al. 2020; Higgins et al. 2020; Khan et al. 2023). For
example, the GRI released its first set of recommendations (G1) in
2000 and an updated version (G2) in 2002 (Brown et al. 2009a).
Subsequently, in response to a growing need for SR, GRI released
its third guideline (G3) in 2006 and its fourth guideline (G4) in
2013 (del Mar Alonso‐Almeida et al. 2014). Although the GRI
organisation has made ongoing improvements to the G3 and
G4 standards, inconsistencies in information (Khan et al. 2023).
This inconsistency not only complicates interpretation but also
hinders comparison in the field of sustainable development
(Garcia‐Torea et al. 2020; Higgins et al. 2020). Key obstacles in
implementing the G3 and G4 standards include varying per-
spectives on materiality issues, measurement criteria and incon-
sistencies in SR (D’Aquila 2018). To address these challenges, the
GRI implemented an updated collection of SR standards (G5) in
2016, ensuring its international acceptance (Khan et al. 2023). To
account for the GRI’s ongoing improvements in this study’s
findings, dummy variables for the years 2000, 2002, 2006, 2013
and 2016 are included, representing the launch of G1, G2, G3, G4
and G5, respectively. At a statistical significance level of 1%, the
GRI coefficients in Models 8–12 of Table 8 consistently demon-
strate that the GRI framework reduces the IPO withdrawal
probability by 39% after accounting for the individual impacts of
the G1–G5 versions of the GRI. Model 13 consolidates all the
latest versions of the GRI into a single model, confirming the
negative correlation between the adoption of the GRI framework
and the probability of IPO withdrawal in the global IPO market.

Conclusion
While there has been increasing interest in examining the con-
nection between finance and SR practices in capital markets, there
remains a shortage of empirical research investigating the impact
of the GRI-SR framework on the IPO market, particularlyT
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regarding the potential link between the use of the GRI frame-
work and the rising occurrence of withdrawal probability in the
global IPO market. We present substantial evidence indicating
that the voluntary use of the GRI framework in IPO prospectuses
decreases the probability of global IPO withdrawals by as much as
65%. Our findings suggest that the implementation of the GRI-SR
framework alleviates the ongoing problem of information asym-
metry in the IPO market, thereby reducing the probability of IPO
withdrawal through four ways.

First, our results confirm that voluntary adherence to the GRI
framework serves as a signal of openness and reliability. The
probability of an IPO withdrawal is significantly reduced by a
company’s voluntary implementation of the GRI framework,
which underscores its commitment to transparency and rigorous
reporting practices, consistent with prior research (Fernandez-
Feijoo et al. 2014; Ching and Gerab 2017; Luo and Tang 2023).
The voluntary adoption of the GRI framework mitigates infor-
mation asymmetry by providing socially responsible investors
with a standardised framework to assess the firm’s ESG perfor-
mance in relation to an IPO’s prospectus (Fernandez-Feijoo et al.
2014; Luo and Tang 2023). Second, our findings demonstrate that
the voluntary adoption of the GRI framework can be seen as a
signal of a positive outlook on long-term sustainability. This
aligns with earlier studies indicating that investors prioritise both
short-term profits and an organisation’s long-term sustainability
(Brown et al. 2009b; Chen et al. 2015; Orazalin and Mahmood
2020; Traxler et al. 2020; Jamaani and Alidarous 2024a). Third,
our findings illustrate that the voluntary implementation of the
GRI-SR framework signifies increased investor demand and an
enhanced reputation. This aligns with prior sustainability
research, suggesting that sustainable organisations can utilise the
GRI framework to reduce information asymmetry and provide
socially responsible investors with a more comprehensive insight
into the integration of sustainability within a company’s core
business activities, thereby enhancing investor demand and
market reputation (García‐Sánchez and Noguera‐Gámez 2017;
Yang et al. 2021; Sun et al. 2024). Fourth, our findings indicate
that the voluntary adoption of the GRI-SR framework can be
viewed as a signal of reduced perceived risks. This finding aligns
with prior sustainability research indicating that companies that
voluntarily disclose non-financial information about their ESG
practices through the GRI framework offer stakeholders and
investors a more comprehensive understanding of their approach
to sustainability-related risks (Hahn and Lülfs 2014; Truant et al.
2017; Baier et al. 2022; Fijałkowska and Hadro 2022).

Our findings provide substantial real-world implications for
academics, investors, issuers and policymakers. Firstly, by being
among the first to present global evidence of the inverse corre-
lation between the GRI-SR framework and the probability of IPO
withdrawal, scholars can leverage our findings to make a unique
and significant contribution to the existing literature on the
interplay between SR frameworks and financial risk management
(Garanina and Dumay 2017; Yang et al. 2021; Abbas et al. 2022;
Ferri et al. 2023; Harasheh 2023; Kang and Lam 2023). This is
significant because our results indicate that transparency and
risk-management strategies not only reduce the perceived risks
associated with IPO firms but also enhance investor trust, thereby
mitigating information asymmetry. Consequently, our research
expands the traditional scope of signalling theory by directly
linking sustainability initiatives to financial transparency,
thereby assisting in the mitigation of information asymmetry in
the IPO market through the implementation of the GRI fra-
mework. This evidence has the potential to establish a foun-
dation for future research on the subject and to support
additional studies that connect SR frameworks to the IPO
market.

Secondly, for investors, our findings can aid in incorporating
sustainability-related information into their risk-analysis strate-
gies. Investors may view the adoption of the GRI-SR frameworks
as a credible signal of a company’s commitment to transparency,
long-term value creation and risk management, thereby influen-
cing their investment decisions. Understanding the impact of the
GRI-SR framework on the probability of IPO withdrawal may
assist investors in evaluating the quality and sustainability of IPO
firms within their investment portfolios. Thus, investors inter-
ested in sustainable investing can utilise our findings to identify
IPO firms with enhanced risk profiles and a propensity for
adopting the GRI-SR framework.

Thirdly, firms preparing for an IPO can learn that early
implementation of the GRI-SR framework could provide a robust
signal to investors regarding their transparency, risk management
and long-term value creation, thus assisting IPO proprietors in
reducing the probability of IPO withdrawal. Consequently, IPO
firms may benefit from our findings, as IPO research demon-
strates that the decision to withdraw from an IPO is irrevocable
for these firms, leading to significant legal, underwriting and
auditing expenses, which are costs borne by IPO owners (Busaba
et al. 2001; Boeh and Southam 2011; Jamaani 2025). Research on
IPOs often asserts that the probability of IPO withdrawal esca-
lates due to inadequate information disclosure, as information
asymmetry between IPO owners and socially responsible inves-
tors hinders the distribution of information (Busaba et al. 2001;
Qing 2011; Helbing et al. 2019; Reiff and Tykvová 2021; Jamaani
and Alidarous 2024b, 2024a). Therefore, IPO firms can sub-
stantiate our findings that by utilising the GRI framework early
and promoting standardised sustainability disclosures through
the GRI framework, they can alleviate the issue of information
asymmetry faced by socially responsible investors regarding
concealed risks or uncertainties frequently encountered during
the IPO process.

Finally, our findings provide confirmation to policymakers
regarding the potential of standardised SR to safeguard investors
in the IPO market, mitigate information asymmetry and enhance
market stability. To improve the reliability of pre-IPO informa-
tion, policymakers in G20 countries could consider mandating or
incentivising the use of SR frameworks as part of the IPO process.
Our findings are also beneficial to policymakers worldwide, as the
size of IPOs in G20 countries accounts for approximately 81% of
the global IPO market (Jamaani and Alawadhi 2023; Jamaani and
Alidarous 2023; Alidarous 2024a; Jamaani and Alidarous 2024a).
Consequently, our findings enable the generation of results that
are more broadly generalisable to other countries. Policymakers
across the globe can now recognise that the implementation of
frameworks such as the GRI could enhance investor trust,
increase market transparency and spur sustainable economic
growth. Regulators can promote a more stable and efficient IPO
market by establishing definitive rules on sustainability dis-
closures, ensuring that firms meet investor expectations and
maintain long-term financial viability.

Potential future research directions could be pursued by
researchers considering our significant findings regarding the
relationship between the GRI-SR framework and the probability
of IPO withdrawal. These directions would primarily investigate
the effects of the GRI framework on the short- and long-term
performance of IPOs, as well as its potential impact on the D of
an IPO listing. First, future studies may examine the relationship
between the extent of SR, as assessed by the GRI framework, and
the level of underpricing in IPOs. They may also analyse whether
companies that utilise the GRI framework experience lower levels
of underpricing than those without GRI reporting. This could
extend the empirical work of Baker et al. (2021), Economidou
et al. (2023) and Harasheh (2023). Future studies may also focus
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on secondary market aspects by examining the impact of GRI
reporting practices on the long-term performance of IPO firms
after they become publicly listed. Researchers can investigate
whether firms that engage in GRI reporting achieve better
financial and stock performance over an extended period fol-
lowing their IPO. This may extend the empirical work of Mumtaz
and Yoshino (2021), Dang (2023) and Khan et al. (2023). Finally,
future studies may explore the link between the voluntary use of
the GRI framework and the D of an IPO listing. Researchers
might investigate whether IPOs using the GRI framework attract
more investor and regulatory scrutiny, consequently increasing
the expenses and delays associated with the IPO listing process
compared to IPOs not using the GRI framework. This could
extend the empirical work of Brooks et al. (2009), Guo and
Brooks (2009) and Mumtaz and Smith (2021).

Data availability
The dataset will be provided upon request from the corre-
sponding authors.
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Notes
1 On a local scale, the influence of IPOs on national economies can be considerable. For
example, the IPO market plays a significant role in the growth of businesses and the
creation of new jobs in the United States. In 2021, 397 IPOs went public in the United
States, raising a record $142.4 billion, which facilitated economic growth by providing
businesses with access to new funding sources (Renaissance Capital 2022). In 2022,
China also experienced substantial activity, with 410 IPOs generating an estimated $86
billion, highlighting the local economy’s potential for growth and resilience (KPMG
International 2023).

2 The gap between the IPO owners’ offer price and the IPO share’s first-day closing price
is termed IPO underpricing. While investors benefit quickly, IPO owners suffer due to
this underpricing (Jamaani and Alidarous 2019). This wealth transfer helps balance the
information asymmetry between IPO owners and investors (Jamaani et al. 2022).
Habib and Ljungqvist (2001) found that IPO underpricing temporarily transfers
wealth from IPO owners to investors. However, Mumtaz and Smith (2021) discovered
that a significant number of underpriced IPOs perform excellently in the long run,
thereby recovering the financial losses incurred from initial underpricing. This may
mitigate the short-term wealth loss experienced by IPO issuers. Conversely, IPO
withdrawal incurs high listing costs and is rarely reversible (Busaba et al. 2001; Boeh
and Southam 2011; Jamaani 2025). Retracting an IPO affects a firm’s financial
sustainability, limits financing options, reduces market value, damages the company’s
reputation and causes bankruptcy risk, in addition to incurring listing expenses
(Busaba et al. 2001; Qing 2011).

3 The research background section discusses the existing SR frameworks.
4 The N250 is a list of the 250 largest firms globally by revenue, as determined by the
2021 Fortune 500 ranking. The SR practices of large global firms are often the first to
be implemented and serve as valuable indicators of broader trends that are later
adopted more widely. The N100 is a global sample of the top 100 firms by revenue
across 58 countries (KPMG International 2022).

5 The adoption of SR varies across regions and countries. In terms of regional
comparison, the Asia Pacific region is at the forefront of SR among the N100 firms in
2022, with 89% of its firms engaging in SR (KPMG International 2022). Europe follows
with 82%, the Americas with 74% and the Middle East and Africa with 56%. The
growth and adoption of SR have varied across different regions. For example, the rate
at which N100 firms in Latin America (Asia Pacific) adopted SR decreased (increased)
significantly, from 81% (78%) in 2017 to 69% (89%) in 2022 (KPMG International
2022). A similar fluctuation pattern can be seen when considering individual countries.
The adoption of SR by Norway’s N100 firms increased from 77% in 2020 to 91% in
2022, whereas in Spain, Mexico, Turkey and Saudi Arabia, it decreased over the same
period from 98% to 95%, 100% to 84%, 56% to 44% and 36% to 31%, respectively.
Vietnam and Uruguay saw a high growth rate, with their SR adoption rates jumping
from 0% in 2020 to 87% and 57% in 2022, respectively (KPMG International 2022).
Additionally, the UAE and Argentina experienced growth rates of 22% and 16% from
2020 to 2022, respectively (KPMG International 2022).

6 There are other lesser-used SR frameworks discussed in the literature (Ara and Harani
2023; Goswami et al. 2023). The Sustainability Accounting Standards Board (SASB)
focuses on sustainability issues that are financially significant to investors and are

industry-specific. The framework offers recommendations for reporting sustainability
concerns that are particularly relevant to specific industries. The Integrated Reporting
Council (IIRC) promotes the practice of firms conveying their value-creation
narratives by including both financial and non-financial data in a unified report. The
Task Force on Climate-related Financial Disclosures (TCFD) framework provides
guidelines for communicating climate-related financial opportunities and risks in
conventional financial reports. The Carbon Disclosure Project (CDP) framework
enables corporations to report their environmental footprints, specifically concerning
global warming, water safety and deforestation. The UN Global Compact (UNGC)
framework serves as a structure for firms to align their goals and operations with
global values, including those related to environment, labour, human rights and anti-
corruption (Ara and Harani 2023; Goswami et al. 2023).

7 The N250 is a list of the 250 largest firms globally by revenue, as determined by the
2021 Fortune 500 ranking. The SR practices of large global firms are often the first to
be implemented and serve as valuable indicators of broader trends that are later
adopted more widely. The N100 is a global sample of the top 100 firms by revenue
across 58 countries (KPMG International 2022).

8 We would like to express our gratitude to the distinguished reviewers for their
insightful feedback on the examination of possible reverse causality and endogeneity
concerns.
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