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ABSTRACT
We review the literature on corporate sustainability and
provide directions for future research. Our review focuses
on three actions: measuring, managing and communicating
corporate sustainability performance. Measurement is the
least developed of the three and represents promising oppor-
tunities for research. Compelling evidence now exists on the
role of management control systems, investor pressure and
mandated disclosure in improving corporate sustainability
outcomes. Research has moved beyond weighing the impor-
tance of all sustainability issues equally, with recent studies
drawing distinctions between the financial materiality of
different sustainability issues. Collectively, this new line of
inquiry suggests that improving performance on material
sustainability metrics is related to improved financial per-
formance, helping to resolve four decades of inconclusive
evidence on the relation between sustainability and financial
outcomes. Finally, we review research on how disclosure
mediums, accounting standards, information monitors and
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intermediaries shape the communication of sustainability
performance. We conclude with a call for research on how
to measure performance in the 21st century when corporate
purpose extends beyond shareholder value maximization.

Keywords: sustainability; ESG; measurement; accounting; disclosure;
management control systems.
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1
Introduction

The last twenty years have seen an exponential increase in the number
of companies that measure, manage and communicate their corporate
sustainability performance. By corporate sustainability we refer to
an intentional strategy to create long-term financial value through
measurable societal impact. Key issues within this domain include
climate change, resource efficiency, employee welfare, inclusion and
diversity, product safety and quality and anticorruption, among others.

A few statistics illustrate the magnitude of the transformation we
have witnessed. In the early 1990s fewer than twenty organizations
produced corporate sustainability reports; by 2019 more than 10,000
publicly listed companies produced such a report (Serafeim and Grewal,
2019). The fraction of firms that set sustainability targets is non-trivial,
with 89% of the Global 500 having carbon emission targets in 2018, com-
pared to 30% in 2009 (Freiberg et al., 2020). Institutional investors with
more than $80 trillion in assets under management (AuM) signed-on to
the Principles for Responsible Investing and committed to incorporate
environmental, social and governance (ESG) data in their investment
and stewardship activities. In addition, 450 investor signatories with
over $39 trillion in AuM work with the companies in which they invest

3
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4 Introduction

to ensure they are minimising and disclosing the risks and maximiz-
ing the opportunities presented by climate change and climate policy,
“consistent with [their] fiduciary duty to [their] beneficiaries”.1 These ini-
tiatives were non-existent before 2006. Sustainable funds in the United
States attract new assets at an unprecedented pace, with estimated net
flows into open-end and exchange-traded sustainability funds that are
available to U.S. investors totaling $20.6 billion in 2019, nearly four
times the previous annual record set in 2018.2 The number of reporting
regulations and guidelines for sustainability information provides an-
other indication: it increased from fewer than 10 worldwide in 2000 to
over 50 in 2017 (Serafeim and Grewal, 2019).

In this paper we provide an overview of key papers in the corporate
sustainability literature and directions for future research. We structure
our review on three key themes. First, we review work on measuring
corporate sustainability performance. A counterintuitive finding is that
accounting researchers, although experts in performance measurement,
have spent little effort to measure corporate sustainability performance.
Given the substantial evidence casting doubt on the quality of existing
measurements (Berg et al., 2019; Christensen et al., 2019; Kotsantonis
and Serafeim, 2019) we view this space as the single biggest opportunity
for researchers to advance the field.

Second, we review work on managing corporate sustainability per-
formance and how in turn corporate sustainability performance might
improve corporate financial performance. Concerning the management
of corporate sustainability performance, we focus on an emerging lit-
erature in management accounting studying target setting and other
management control systems (Freiberg et al., 2020; Ioannou et al., 2016).
On the financial accounting side, we review the literature on the role of
institutional investors (Dimson et al., 2015) and disclosure regulation
(Christensen et al., 2017; Grewal, 2019a; Rauter, 2019) on sustainability
outcomes. In terms of how corporate sustainability performance might
drive corporate financial performance, we focus our review on recent

1See: http://www.climateaction100.org/.
2See: https://www.morningstar.com/articles/961765/sustainable-fund-flows-in

-2019-smash-previous-records?mod=article_inline.
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studies that differentiate between financially-material and financially-
immaterial sustainability issues and on papers identifying sustainability
issues that affect the competitive dynamics of industries (Grewal et al.,
2020; Khan et al., 2016).

Third, we review work on communicating corporate sustainability
performance. In particular, we review empirical research on the medi-
ums of communicating sustainability information (Grewal, 2019b) and
the institutions that regulate the flow of information from firms to
investors and other stakeholders, which include accounting standard
setters (Grewal et al., 2020), regulators (Grewal et al., 2019), auditors
(Simnett et al., 2009) and financial analysts (Ioannou and Serafeim,
2015).

Finally, we conclude with an aspirational and provocative section
articulating a hypothesis that our concept of performance measurement
is inherently flawed and not fit for purpose in the 21st century. We
discuss a host of efforts and commentators that question whether the
purpose of the corporation is to maximize shareholder value. According
to this emerging viewpoint the purpose of the corporation is much
broader, multi-dimensional and focuses on providing solutions to the
world’s pressing problems in a profitable way. We posit that for this new
concept of the purpose of the corporation to be authentic, legitimate
and efficient we need to be able to measure social impact and reflect
that in financial statements. The outcome of this process would be
impact-weighted financial accounts that allow business decision makers
to optimize risk, return and impact (Serafeim et al., 2019).

Full text available at: http://dx.doi.org/10.1561/1400000061



References

Aupperle, K., A. Carroll, and J. Hatfield (1985). “An empirical examina-
tion of the relationship between corporate social responsibility and
profitability”. Academy of Management Journal. 28(2): 446–463.

Baloria, V. P., K. Klassen, and C. I. Wiedman (2018). “Shareholder
activism and voluntary disclosure initiation: The case of political
spending”. Contemporary Accounting Research. 26(2): 904–933.

Barber, B. M. (2006). Monitoring the Monitor: Evaluating Calpers’
Activism (November). Available at SSRN: url: https://ssrn.com/
abstract=890321 or url: http://dx.doi.org/10.2139/ssrn.890321.

Barth, M., W. Beaver, and W. Landsman (2001). “The relevance of the
value relevance literature for financial accounting standard setting:
Another view”. Journal of Accounting and Economics. 31(1–3):
77–104.

Bennear, L. S. and S. M. Olmstead (2008). “The impacts of the ‘right
to know’: Information disclosure and the violation of drinking water
standards”. Journal of Environmental Economics and Management.
56(2): 117–130.

Berg, F., J. Kölbel, and R. Rigobon (2019). “Aggregate confusion: The
divergence of ESG ratings”. MIT Sloan Research Paper No. 5822-19.

47

Full text available at: http://dx.doi.org/10.1561/1400000061

https://ssrn.com/abstract=890321
https://ssrn.com/abstract=890321
http://dx.doi.org/10.2139/ssrn.890321


48 References

Berman, S., A. Wicks, S. Kotha, and T. Jones (1999). “Does stake-
holder orientation matter? The relationship between stakeholder
management models and firm financial performance”. Academy of
Management Journal. 42: 488–506.

Brammer, S. and A. Millington (2008). “Does it pay to be different? An
analysis of the relationship between corporate social and financial
performance”. Strategic Management Journal. 29(12): 1325–1343.

Campbell, C. J., S. L. Gillian, and C. M. Niden (1999). “Current
perspectives on shareholder proposals: Lessons from the 1997 proxy
season”. Financial Management. 28(1): 89–98.

Cao, J., H. Liang, and X. Zhan (2019). “Peer effects of corporate social
responsibility”. Management Science. 65(12): 5487–5503.

Chartered Financial Analyst Institute (2020). “ESG investing and anal-
ysis”. Accessed on February 2, 2020. url: https://www.cfainstitute.
org/en/research/esg-investing.

Cheema-Fox, A., B. R. LaPerla, G. Serafeim, D. Turkington, and H.
Wang (2020). “Climate data, industry returns and portfolio decar-
bonization”. Working Paper.

Chen, Y. C., M. Hung, and Y. Wang (2018). “The effect of mandatory
CSR disclosure on firm profitability and social externalities: Evidence
from China”. Journal of Accounting and Economics. 65(1): 169–190.

Cheng, B., I. Iaonnou, and G. Serafeim (2014). “Corporate social re-
sponsiblity and access to finance”. Strategic Management Journal.
35(1): 1–23.

Christensen, H. S., E. Floyd, L. Y. Liu, and M. G. Maffett (2017).
“The real effects of mandated information on social responsibility in
financial reports: Evidence from mine-safety records”. Journal of
Accounting & Economics. 64(2–3): 284–304.

Christensen, D., G. Serafeim, and A. Sikochi (2019). “Why is corporate
virtue in the eye of the beholder? The case of ESG ratings”. Working
Paper.

Clark, G. L., J. Salo, and T. Hebb (2008). “Social and environmental
shareholder activism in the public spotlight: US corporate annual
meetings, campaign strategies, and environmental performance, 2001–
04”. Environment and Planning A: Economy and Space. 40(6): 1370–
1390.

Full text available at: http://dx.doi.org/10.1561/1400000061

https://www.cfainstitute.org/en/research/esg-investing
https://www.cfainstitute.org/en/research/esg-investing


References 49

Cochran, P. and R. Wood (1984). “Corporate social responsibility and
financial performance”. Academy of Management Journal. 27(1):
42–56.

Creary, S., C. Gartenberg, and G. Serafeim (2019). “Purpose and fairness
inequality in the workplace”. Working Paper.

David, P., M. Bloom, and A. Hillman (2007). “Investor activism, man-
agerial responsiveness and corporate social performance”. Strategic
Management Journal. 28: 91–100.

Delmas, M., M. J. Montes-Sancho, and J. P. Shimshack (2010). “Infor-
mation disclosure policies: Evidence from the electricity industry”.
Economic Inquiry. 48(2): 483–498.

Deshpande, R., A. Dey, and G. Serafeim (2020). “Blackrock: Linking
purpose to profit”. Harvard Business School Case 120-042.

Dhaliwal, D. S., O. Z. Li, A. Tsang, and Y. G. Yang (2011). “Voluntary
nonfinancial disclosure and the cost of equity capital: The initiation
of corporate social responsibility reporting”. The Accounting Review.
86(1): 59–100.

Dhaliwal, D. S., S. Radhakrishnan, A. Tsang, and Y. G. Yang (2012).
“Nonfinancial disclosure and analyst forecast accuracy: International
evidence on corporate social responsibility disclosure”. Accounting
Review. 87(3): 723–759.

Dimson, E., O. Karakaş, and X. Li (2015). “Active ownership (August
7, 2015)”. Review of Financial Studies (RFS). 28(12): 3225–3268.

Dimson, E., O. Karakaş, and X. Li (2020). “Coordinated engagements”.
Working Paper.

Dorfman, R. and P. O. Steiner (1954). “Optimal advertising and optimal
quality”. American Economic Review. 44: 826–836.

Doshi, A. R., G. Dowell, and M. W. Toffel (2013). “How firms respond to
mandatory information disclosure”. Strategic Management Journal.
34(10): 1209–1231.

Downar, B., J. Ernstberger, S. Reichelstein, S. Schwenen, and A. Zaklan
(2020). “The impact of carbon disclosure mandates on emissions
and financial operating performance”. Working Paper.

Dranove, D., D. Kessler, M. McClellan, and M. Satterthwaite (2002).
“Is more information better? The effects of ‘report cards’ on health
care providers”. Journal of Political Economy. 111(3): 555–588.

Full text available at: http://dx.doi.org/10.1561/1400000061



50 References

Eccles, R. G. (1991). “The performance measurement manifesto”. Har-
vard Business Review. 69(1): 131–137.

Eccles, R. G., M. P. Krzus, J. Rogers, and G. Serafeim (2012). “The need
for sector-specific materiality and sustainability reporting standards”.
Journal of Applied Corporate Finance. 24(2): 65–71.

Fagotto, E. and A. Fung (2015). “Too much information: Making trans-
parency good for you”. Boston Review. Accessed on February 20,
2020. url: http://bostonreview.net/books-ideas/elena-fagotto-arch
on-fung-transparency.

Fiechter, P., J. Hitz, and N. Lehmann (2019). “Real effects in an-
ticipation of mandatory disclosures: Evidence from the European
Union’s CSR Directive”. Working Paper accessible from SSRN: url:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3033883.

Flammer, C., B. Hong, and D. B. Minor (2019). “Corporate governance
and the rise of integrating corporate social responsibility criteria
in executive compensation: Effectiveness and implications for firm
outcomes”. Strategic Management Journal. 40(7): 1097–1122.

Fombrun, C. J. (1996). Realizing Value from the Corporate Image.
Boston, MA: Harvard Business School Press.

Fombrun, C. J. (2005). “Building corporate reputation through CSR
initiatives: Evolving standards”. Corporate Reputation Review. 8:
7–11.

Fombrun, C. and M. Shanley (1990). “What’s in a name? Reputation
building and corporate strategy”. Academy of Management Journal.
33(2): 233–258.

Fombrun, C. J., N. A. Gardberg, and M. L. Barnett (2000). “Op-
portunity platforms and safety nets: Corporate citizenship and
reputational risk”. Business and Society Review.

Freeman, R. E. (1984). Strategic Management: A Stakeholder Approach.
Boston: Pitman Publishing.

Freeman, R. E., K. E. M. Martin, and B. L. Parmar (2007). “Stakeholder
capitalism”. Journal of Business Ethics. 74(4): 303–314.

Freeman, R. E., J. S. Harrison, A. C. Wicks, B. L. Parmar, and S. De
Colle (2010). Stakeholder Theory: The State of the Art. Cambridge
University Press.

Full text available at: http://dx.doi.org/10.1561/1400000061

http://bostonreview.net/books-ideas/elena-fagotto-archon-fung-transparency
http://bostonreview.net/books-ideas/elena-fagotto-archon-fung-transparency
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3033883


References 51

Friedman, M. (1970). “The social responsibility of business is to increase
its profits”. New York Times Magazine. September 13.

Freiberg, D., J. Rogers, and G. Serafeim (2019). “Pathways to ma-
teriality: How sustainability issues become financially material to
corporations and their investors”. Harvard Business School Working
Paper, No. 20-056, November.

Freiberg, D., J. Grewal, and G. Serafeim (2020). “Science-based carbon
emissions targets”. Working Paper.

Gardberg, N. A. and C. J. Fombrun (2006). “Corporate citizenship: Cre-
ating intangible assets across institutional environments”. Academy
of Management Review. 31: 329–346.

Gartenberg, C. and G. Serafeim (2019). “Corporate purpose and firm
ownership”. Harvard Business School Working Paper, No. 20-024.

Gartenberg, C., A. Prat, and G. Serafeim (2019). “Corporate purpose
and financial performance”. Organization Science. 30(1): 1–18.

Ghoshal, S. and C. A. Bartlett (1994). “Linking organizational context
and managerial action: The dimensions of quality of management”.
Strategic Management Journal. 15(S2): 91–112.

Global Reporting Initiative (GRI) (2018). “Member state implemen-
tation of directive 2014/95/EU”. Accessed on June 12 2020. url:
https://www.globalreporting.org/resourcelibrary/NFRpublication
%20online_version.pdf.

Greening, D. W. and D. B. Turban (2000). “Corporate social perfor-
mance as a competitive advantage in attracting a quality workforce”.
Business & Society. 39(3): 254–280.

Grewal, J. (2019a). “Real effects of disclosure regulation on voluntary
disclosers: Evidence from mandatory carbon reporting”. Working
Paper.

Grewal, J. (2019b). “Disclosure of emerging trends: Evidence from
climate change business opportunities”. Working Paper.

Grewal, J., E. J. Riedl, and G. Serafeim (2019). “Market reaction to
mandatory nonfinancial disclosure”. Management Science. 65(7):
3061–3084.

Grewal, J., C. Hauptmann, and G. Serafeim (2020). “Material sustain-
ability information and stock price informativeness”. Journal of
Business Ethics. Forthcoming.

Full text available at: http://dx.doi.org/10.1561/1400000061

https://www.globalreporting.org/resourcelibrary/NFRpublication%20online_version.pdf
https://www.globalreporting.org/resourcelibrary/NFRpublication%20online_version.pdf


52 References

Guiso, L., P. Sapienza, and L. Zingales (2015). “The value of corporate
culture”. Journal of Financial Economics. 117(1): 60–76.

Hawn, O., A. Chatterji, and W. Mitchell (2018). “Do investors actually
value sustainability? New evidence from investor reactions to the
Dow Jones Sustainability Index (DJSI)”. Strategic Management
Journal. 39(4): 949–976.

Healy, P. and G. Serafeim (2020). “Voluntary, self-regulatory and manda-
tory disclosure of oil and gas company payments to foreign govern-
ments”. Accounting Horizons. 34(1): 111–129.

Hillman, A. J. and G. D. Keim (2001). “Shareholder value, stakeholder
management, and social issues: What’s the bottom line?” Strategic
Management Journal. 22(2): 125–139.

Holthausen, R. W. and R. L. Watts (2001). “The relevance of the
value-relevance literature for financial accounting standard setting”.
Journal of Accounting and Economics. 31(1–3): 3–75.

Hull, C. E. and S. Rothenberg (2008). “Firm performance: The interac-
tions of corporate social performance with innovation and industry
differentiation”. Strategic Management Journal. 29(7): 781–789.

Ioannou, I. and G. Serafeim (2015). “The impact of corporate social
responsibility on investment recommendations: Analysts’ perceptions
and shifting institutional logics”. Strategic Management Journal.
36(7): 1053–1081.

Ioannou, I. and G. Serafeim (2019a). “The consequences of mandatory
corporate sustainability reporting”. In: The Oxford Handbook of
Corporate Social Responsibility: Psychological and Organizational
Perspectives. Oxford University Press. 452–489.

Ioannou, I. and G. Serafeim (2019b). “Corporate sustainability: A strat-
egy?” Harvard Business School Working Paper, No. 19-065.

Ioannou, I., S. X. Li, and G. Serafeim (2016). Accounting Review. 91(5):
1467–1492.

Jensen, M. C. (2002). “Value maximization, stakeholder theory, and
the corporate objective function”. Business Ethics Quarterly. 12(2):
235–256.

Jin, G. Z. and P. Leslie (2003). “The effect of information on product
quality: Evidence from restaurant hygiene grade cards”. Quarterly
Journal of Economics. 118(2): 409–451.

Full text available at: http://dx.doi.org/10.1561/1400000061



References 53

Khan, M., G. Serafeim, and A. Yoon (2016). “Corporate sustainability:
First evidence on materiality”. Accounting Review. 91(6): 1697–1724.

Knauer, A. and G. Serafeim (2014). “Attracting long-term investors
through integrated thinking and reporting: A clinical study of a
biopharmaceutical company”. Journal of Applied Corporate Finance.
26(2): 57–64.

Kotsantonis, S. and G. Serafeim (2019). “Four things no one will tell
you about ESG data”. Journal of Applied Corporate Finance. 31(2):
50–58.

Kotsantonis, S. and G. Serafeim (2020). “Human capital and the future
of work: Implications for investors and ESG integration”. Journal
of Financial Transformation. 51: 115–130.

KPMG (2017). The KPMG Survey of Corporate Responsibility Reporting
2017.

Matsumura, E. M., R. Prakash, and S. C. Vera-Muñoz (2018). “Cap-
ital market expectations of risk materiality and the credibility of
managers’ risk disclosure decisions”. Working Paper.

McWilliams, A. and D. Siegel (1997). “The role of money managers
in assessing corporate social responsibility research”. Journal of
Investing. 6(4): 98–107.

McWilliams, A. and D. Siegel (2000). “Corporate social responsibility
and financial performance: Correlation or misspecification?” Strate-
gic Management Journal. 21(5): 603–609.

Messier, W. (1983). “The effect of experience and firm type on materi-
ality/disclosure judgments”. Journal of Accounting Research. 21(2):
611–618.

Milgrom, P. and J. Roberts (1986). “Price and advertising signals of
product quality”. Journal of Political Economy. 94(4): 796–821.

Monks, R., A. Miller, and J. Cook (2004). “Shareholder activism on
environmental issues: A study of proposals at large US corporations”.
Natural Resources Forum. 28(2–4): 317–330.

Moroney, R. and K. T. Trotman (2016). “Differences in auditors’ materi-
ality assessments when auditing financial statements and sustainabil-
ity reports”. Contemporary Accounting Research. 33(2): 551–575.

Moskowitz, M. (1972). “Choosing socially responsible stocks”. Business
and Society Review. 1(1): 71–75.

Full text available at: http://dx.doi.org/10.1561/1400000061



54 References

Navarro, P. (1988). “Why do corporations give to charity?” Journal of
Business. 61(1): 65–93.

Orlitzky, M., F. L. Schmidt, and S. L. Rynes (2001). “Corporate social
and financial performance: A meta-analysis”. Organization Studies.
24(3): 403–441.

Park, D. G., G. Serafeim, R. Zochowski, and D. Freiberg (2020). En-
vironmental Impact Measurement and Analysis. Harvard Business
School: The Impact Weighted Accounts Project.

Perego, P. and A. Kolk (2012). “Multinationals’ accountability on sus-
tainability: The evolution of third-party assurance of sustainability
reports”. Journal of Business Ethics. 110(2): 173–190.

Proffitt, W. T. and A. Spicer (2006). “Shaping the shareholder activism
agenda: Institutional investors and global social issues”. Strategic
Organization. 4(2): 165–190.

Rauter, T. (2019). “The effect of mandatory extraction payment dis-
closures on corporate payment and investment policies abroad”.
Working Paper.

Securities and Exchange Commission (2010). “Commission guidance re-
garding disclosure related to climate change”. Securities Act Release
33-9106, U.S. Securities and Exchange Commission.

Sen, S. and C. B. Bhattacharya (2001). “Does doing good always lead to
doing better? Consumer reactions to corporate social responsibility”.
Journal of Marketing Research. 38(2): 225–243.

Serafeim, G. (2015). “Integrated reporting and investor clientele”. Jour-
nal of Applied Corporate Finance. 27(2): 34–51.

Serafeim, G. (2018). “Investors as stewards of the commons?” Journal
of Applied Corporate Finance. 30(2): 8–17.

Serafeim, G. and J. Grewal (2019). “ESG metrics: Reshaping capital-
ism?” Harvard Business School Technical Note 116-037, March 2016
(Revised April 2019).

Serafeim, G., T. R. Zochowski, and J. Downing (2019). Impact-Weighted
Financial Accounts: The Missing Piece for an Impact Economy.
Harvard Business School: The Impact Weighted Accounts Project.

Serafeim, G., K. Trinh, and R. T. Zochowski (2020). A Preliminary
Framework for Product Impact-Weighted Accounts. Harvard Business
School: The Impact Weighted Accounts Project.

Full text available at: http://dx.doi.org/10.1561/1400000061



References 55

Simnett, R., A. Vanstraelen, and W. F. Chua (2009). “Assurance on
sustainability reports: An international comparison”. Accounting
Review. 84(3): 937–967.

Tkac, P. (2006). “One proxy at a time: Pursuing social change through
shareholder proposals”. Economic Review. 91: 1–20.

Tomar, S. (2019). “CSR disclosure and benchmarking-learning: Emis-
sions responses to mandatory greenhouse gas disclosure”. SMU Cox
School of Business Research Paper No. 19-17.

Turban, D. B. and D. W. Greening (1997). “Corporate social perfor-
mance and organizational attractiveness to prospective employees”.
Academy of Management Journal. 40(3): 658–672.

Vogel, D. (1983). “Trends in shareholder activism: 1970–1982”. Califor-
nia Management Review. 25(3): 68–87.

Waddock, S. A. and S. B. Graves (1997). “The corporate social
performance-financial performance link”. Strategic Management
Journal. 18(4): 303–319.

Waldman, D. A., D. S. Siegel, and M. Javidan (2006). “Components of
CEO transformational leadership and corporate social responsibil-
ity”. Journal of Management Studies. 43(8): 1703–1725.

Wolfe, R. and K. Aupperle (1991). “Introduction to corporate social
performance: Methods for evaluating an elusive construct”. Research
in Corporate Social Performance and Policy. 12: 265–268.

Wood, D. (1991). “Corporate social performance revisited”. Academy
of Management Review. 16(4): 691–718.

Full text available at: http://dx.doi.org/10.1561/1400000061




