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ABSTRACT

During the last decade, companies have increasingly enhanced corporate sustainability by targeting
Environment, Social, Governance (ESG), and financial objectives. Several studies highlight the benefits of
ESG on financial performance and stock return. However, the effect of ESG on overall firm risk still remains
an open debate. This study examines the impact of ESG performance on the financial health and firm value
of publicly listed firms at the Indonesia Stock Exchange. We hypothesize that ESG performance positively
affects financial health and firm value. The research method uses a quantitative approach by observing ESG
performance from the KEHATI foundation and financial reports of the publicly listed firms as secondary data
sources. The samples use the 40 cross-sectional selected firms and 6 semesters selected time series balanced
data for a period of 2019 to 2021 which form a 240 samples observation. The measurement of variables is the
ESG performance pillar scores, financial health proxied by Altman Z-score, financial performance, and firm
value proxied by Tobin’s Q score. The equations use a panel data regression model. The tool uses EViews 12
software for general statistical analysis and econometric analyses. Our findings are the ESG pillars scores
have a high correlation among themselves, individually has an insignificant effect on Altman Z-score and
Tobin’s Q, and jointly have an insignificant effect and very low relationship to Altman Z-score and Tobin’s
Q. Furthermore, Altman Z-score has insignificant effect as the mediating variable to Tobin’s Q. Overall, we
conclude that ESG performance does not have a significant effect to the financial health and firm value.

Keywords: ESG performance, environment social governance, financial health, financial performance, firm
value
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INTRODUCTION
Background

Environmental, Social and Governance (ESG) is one of the fastest growing trends in
business and finance and is transforming how companies need to communicate. It has
become necessary for companies to adequately communicate their ESG performance to
stakeholders ranging from investors and regulators to clients and employees.

3 pillars of ESG

Energy usage and efficiency Fair pay and living wages Corporate governance

Climate change strategy Equal employment opportunity Risk management

Waste reduction Employee benefits Compliance

Biodiversity loss Workplace health and safety Ethical business practices

Greenhouse gas emissions Community engagement Avoiding conflicts of interest

carbon footprint reduction Responsible supply chain Accounting integrity and
partnerships transparency

Adhering to labor laws

Figure-1: ESG Pillars
Sources: https://www techtarget.com

In environment, the main issue is the usage of fossil fuel energy which cause increase of
carbon and other gas emission and create a greenhouse effect at the atmosphere. Earth
temperature has increase 1.2 degree and make the climate change. Other issues are waste
reduction and management, and biodiversity loss. In social, the issues are employment and
wages, workplace health and safety and community engagement. In governance, the issues
are risk management, ethical business practice, avoid conflict of interest, accounting
integrity and transparency.

Environment, Social, and Governance or ESG is one of the fastest growing trends in
business and finance and is transforming how companies need to communicate. This trend
become the stakeholders interest ranging from investors and regulators to clients and
employees. Since it was first introduced, ESG trends is growing fast as indicated by the
total Asset Under Management or AUM from 6 trillion US Dollar and 23 signatories in
2004 to 103 4 trillion US Dollar and 3038 signatories in 2020. With growing action from
governments, companies and investors, ESG consideration will be included in all of
investment decisions.
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Figure-2: ESG Assets Under Management

Sources: https://www.unpri.org
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Harvard Business School tested the performance of a sample of 90 companies that had

adopted sustainability policies since the early 1990.
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Figure-3: ESG Market Performance
Source: (Eccles et al., 2014)
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The key finding of the research was that in the 18-year period studied. Stocks of high
sustainable firms perform better than those of less sustainable firms. The evolution of $1
invested in the stock market in a value-weighted portfolio. The high sustainability firms
outperformed the low sustainability ones in terms of both stock market and accounting

measures.
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According to a review by Friede et al., in 2015 of over 2000 empirical studies, including
review studies, 90 percent of the studies found a nonnegative ESG-CFP (Corporate
Financial Performance) and a large majority of these studies report positive findings.

Result of > 2,000 studies on the impact of ESG propositions on equity return

Share of positive Share of negative
findings findings
63% 8%

Figure-4: Aggregated Evidence from More Than 2000 Empirical Studies
Source: (Friede et al., 2015); McKinsey analysis (Henisz et al., 2019)

More specifically, the results are 63 percent found positive ESG-CFP relationship, 8
percent found negative ESG-CFP relationship. Moreover, the significant impact of the
ESG on the CFP tends to be constant over time.

Research Problem

The relationship of environment, social, and governance (ESG) with business and
investment has been paid more attention to organizations and investors globally. The ESG
implementation by the enterprises to increase the sustainability value would increase costs
and it should impact their profitability. Some studies have found that the ESG is
considered as a non-financial value of the enterprise, as it should be treated as a parallel
value of the financial value. Other studies have found that the ESG effect may take a long
time to play a role. Even though the ESG implementation would increase cost to firms,
many studies and articles have also found the ESG factors have high percentage of positive
effect on the corporate financial performance.

However, we found out that the study of the correlation between ESG performance and
company’s financial health and its mediating effect to other financial factors in the stock
market still have been discussed rarely particularly in the case of Indonesia stock
exchange. With that consideration, this journal would like to study the impact of the ESG
performance on the financial health and its mediating effect to the firm value of publicly
listed firms at Indonesia stock exchange.

Research Questions

To find the empirical evidence on the impact of environmental, social, and governance
performance on financial health and firm value of the publicly listed firms at Indonesia
Stock Exchange. Thus, the research questions are as follows:

1. Does ESG performance positively affect firm value?

2. Does ESG performance positively affect financial health?
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3. Does ESG performance mediated by financial health and controlled by financial
performance positively affect firm value?

LITERATURE REVIEW

ESG Performance

Environmental Social Governance (ESG) is defined as a set of activities or processes
associated with an organization’s relationship with its ecological surroundings, its
coexistence and interaction with human organisms and other populations, and its corporate
system of internal controls and procedures (such as processes, customs, policies, laws,
rules, and regulations, etc.) to direct, administer and manage all the affairs of the
organization, to serve the interests of stockholders and other stakeholders (Whitelock,
2015). ESG term was first coined in 2004 in a study report by the UN Global Compact in
collaboration with the Swiss government entitled “Who Cares Wins” in a broad set of
concepts with no standard definition. The initiative was endorsed by 23 financial
institutions collectively representing more than US$ 6 trillion in assets (Spitz et al., 2021).
There are several ESG data providers, Morningstar, Bloomberg, Sustainalytics, and
Morgen Stanley Capital International (MSCI). These data providers collect and evaluate
the data. Up to 450 ESG data points can be collected.

Financial Performance

Financial performances are created with the use of numerical values taken from financial
statements to gain meaningful information about a company. The numbers found on a
company’s financial statements — balance sheet, income statement, and cash flow
statement — are used to perform quantitative analysis and assess a company’s liquidity,
leverage, growth, margins, profitability, rates of return, valuation, and more.

According to Thamrin and Sembel (2020), firms’ fundamental factors have various impact
to the stock return. TATO have positive and significant effect to stock return, while CR,
ROA and DER have insignificant effect to stock return.

Financial Health

Altman’s Z-Score model is a numerical measurement that is used to predict the chances of
a business going bankrupt in the next two years. The model was developed by American
finance professor Edward Altman in 1968 as a measure of the financial stability of
companies. Altman’s Z-score model is considered an effective method of predicting the
state of financial distress of any organization by using multiple balance sheet values and
corporate income. Altman’s idea of developing a formula for predicting bankruptcy started
at the time of the Great Depression, when businesses experienced a sharp rise in incidences
of default.

Investors use Altman’s Z-score to make a decision on whether to buy or sell a company’s
stock, depending on the assessed financial strength. If a company shows a Z-score closer to
3, investors may consider purchasing the company’s stock since there is minimal risk of
the business going bankrupt in the next two years. However, if a company shows a Z-score
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closer to 1.8, the investors may consider selling the company’s stock to avoid losing their
investments since the score implies a high probability of going bankrupt.

According to Malau and Murwaningsari (2018), market pricing accrual has a significant
positive effect, while a company’s leverage has a significant negative effect on financial
statement integrity. However, bankruptcy and foreign ownership have no significant effect
on financial statement integrity.

Firm Value

The Q ratio, also known as Tobin's Q, equals the market value of a company divided by its
assets' replacement cost. Thus, equilibrium is when market value equals replacement cost.
At its most basic level, the Q Ratio expresses the relationship between market valuation
and intrinsic value. In other words, it is a means of estimating whether a given business or
market is overvalued or undervalued. The Q ratio is calculated as the market value of a
company divided by the replacement value of the firm's assets. Since the replacement cost
of total assets is difficult to estimate, another version of the formula is often used by
analysts to estimate Tobin's Q ratio. Often, the assumption is made the market value of
liabilities and the book value of a company's liabilities are equivalent, since market value
typically does not account for a firm's liabilities. This provides a simplified version of the
Tobin's Q ratio as equity market value divided by equity book value.

Theoretical Framework
The author illustrates the theoretical structure of this study in the diagram below:

Financial Health

H1:+
ESG Performance > Firm Value

Figure-5: Impact of ESG Performance on Financial Health and Firm Value
Hypothesis Development
The author develops the hypotheses for this research according to the finding from the

previous studies.

Table-1: Hypotheses of The Research

Name Hypothesis

HI1A ENV pillar score positively affects firm value

HIB SOC pillar score positively affects firm value
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HIC GOV pillar score ;;c;s;itively affects firm value
H2A ENV pillar score positively affects financial health
H2B SOC pillar score positively affects financial health
H2C GOV pillar score positively affects financial health
H3A Financial health positively affect firm value
H3B ROA positively affect firm value
H3C TATO positively affect firm value
H3D CR positively affect firm value
H3E DAR positively affect firm value

RESEARCH METHODOLOGY

Research Design

A research design is plans and the procedures for research that span the decisions from
broad assumptions to detailed methods of data collection and analysis (Creswell, 2014).

Table-2: Research Design

Item

Description

Method

Quantitative Approach

Collection Technique

Secondary Data

Population

Universe SRI-KEHATI ESG performance of Firms at IDX

Sampling

Selected SRI-KEHATI many sectors from S1 2019 to S2 2021

Sample Size

40 cross-section and 6 time-series total 240 observations

Data Analysis Tool

Eview 12

Model Evaluation

Panel Data Regression

Hypothesis Testing

p-value, F-statistics

Measurement of Variables
A variable is simply an attribute on which cases vary. An independent variable is
understood as potentially having a causal influence on dependent variables (Bell et al.,

2018).

Table-3: Research Variables

Type

Variable

Independent Variables

Environment Pillar of ESG
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Social Pillar of ESG
Governance Pillar of ESG

Dependent Variable Firm Value (proxied by Tobin’s Q)

Mediating Variable Financial Health (proxied by Altman Z-score)

Control Variables Return on Asset (ROA)
Total Asset Turn Over (TATO)

Current Ratio (CR)

Debt to Asset Ratio (DAR)

Variables Equations

The dependent variables of this research are the financial health which is proxied by the
ALTMAN Z-Score and the firm value which is proxied by the TOBIN’s Q Score. The
Sobel test is basically a specialized t test that provides a method to determine whether the
reduction in the effect of the independent variable.

Table-4: Variable Equations
No Equation

1 | Tobin's Q = Total Market Value of Firm / Total Asset Value of Firm
Altman’s Z-Score = 1.2*A + 1 4*B + 3.3*C + 0.6*D + 1.0*E
Return on Assets (ROA) = Net Income / Total Assets

Total Asset Turnover (TATO) = Total Sales / Total Assets

Current Ratio (CR) = Current Asset / Current Liabilities

Debt to Asset Ratio (DAR) = Total Liabilities / Total Assets

~l| @ W W 2

Sobel (t-test) = (a * b) / V(b* * SE_?) + (a® * SE,*)

Panel Data Regression

Panel data regression is a pool time-series of cross-sections. Pooling this data gives a richer
source of variation which allows for more efficient estimation of the parameters.
Additionally, more informative data, one can get more reliable estimates and test more
sophisticated behavioral models with less restrictive assumptions (Baltagi, 2011).

Table-5: Regression Model Equations

No Equation

1 TOBINSQIll = Clm + CZm*ENV + C31”*SOC + C4IH*GOV +e

2 | ALTMANZ =Cl  +C2, *ENV+C3_*SOC+C4_*GOV +e

3 | TOBINSQ,,=Cl  +C2, *ALTMANZ +C3 *ROA+C4 *TATO +C5 _*CR
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+ C6“3*DAR +e

T'DBINSQIM = ClII4 + CZIM*ENV + CSIM*SOC + C4IM*GOV+ CSIM*ALTMANZ

+ C6“4*ROA + C?IM*TATO + C81|4*CR + C9“4*DAR +e

FINDINGS, ANALYSIS, AND DISCUSSIONS
Equation 1 Regression Analysis

Table-6: Regression Result of Equation 1 TOBINSQH1

Variable Coefficient | Std. Error | t-Statistic Prob.
C 2.2494 0.5494 40942 0.0001
ENV 0.1085 0.6907 0.1571 0.8753
SoC -0.0506 0.6365 -0.0795 0.9367
GOV -0.3450 0.8691 -0.3970 0.6917
Root MSE 0.6389 R-squared 0.0019
Mean dependent var 0.2288 Adjusted R-squared -0.0108
S.D.dependent var 0.6408 S.E. of regression 0.6443
Sum squared resid 97.9692 F-statistic 0.1478
Durbin-Watson stat 0.6957 Prob(F-statistic) 09310
R-squared -0.0009 Mean dependent var 20133
Sum squared resid 1291.8150 Durbin-Watson stat 0.0528

Source: EViews 12 Analysis Output (Author, 2023)

ENV has a positive and insignificant effect on TOBINSQ. SOC has a negative and
insignificant effect on TOBINSQ. GOV has a negative and insignificant effect on
TOBINSQ. The regression has the probability value 0.9310 which is greater than the
significance level 0.05. It means that the null hypothesis is rejected. Thus, it can be
concluded that ENV, SOC and GOV have an insignificant effect on the TOBINSQ. The
regression has the Adjusted R-squared value -0.0108. It means that the ENV, SOC and
GOV can jointly explain the relationship with TOBINSQ only 1.08% and the remaining
98.92% explained by other variables outside the model.

Since all the individual probability (t-statistic) values are insignificant and the
simultaneous probability (F-statistic) value is insignificant, the null hypothesis HO is
rejected, Thus, it can be concluded that Environment, Social and Governance pillars of
ESG performance have an insignificant effect on the firm value.
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Equation 2 Regression Analysis

Table-7: Regression Result of Equation 2 ALTMANZH2

Variable Coefficient | Std. Error | t-Statistic Prob.
C 4.5249 1.4502 3.1202 0.0020
ENV -0.2945 1.6824 -0.1751 0.8612
SOC 0.2202 1.5479 0.1422 0.8870
GOV 0.8788 2.1168 0.4151 0.6784
Root MSE 1.5530 R-squared 0.0025
Mean dependent var 0.4974 Adjusted R-squared -0.0102
S.D. dependent var 1.5581 S.E. of regression 1.5661
Sum squared resid 578.8040 F-statistic 0.1954
Durbin-Watson stat 1.5959 Prob(F-statistic) 0.8994
R-squared -0.0010 Mean dependent var 5.1789
Sum squared resid 10551.3300 Durbin-Watson stat 0.0875

Source: EViews 12 Analysis Output (Author, 2023)

ENV has a negative and insignificant effect on ALTMANZ. SOC has a positive and
insignificant effect on ALTMANZ. GOV has a positive and insignificant effect on
ALTMANZ. The regression has the probability (F-statistic) value 0.8994 which is greater
than the significance level 0.05. It means that the null hypothesis is rejected. Thus, it can
be concluded that ENV, SOC and GOV have an insignificant effect on the ALTMANZ.
The regression has the Adjusted R-squared value -0.0102. It means that the ENV, SOC and
GOV can jointly explain the relationship with ALTMANZ only 1.02% and the remaining
98.98% explained by other variables outside the model.

Since all the individual probability (t-statistic) values are insignificant and the
simultaneous probability (F-statistic) value is insignificant, the null hypothesis HO is
rejected, Thus, it can be concluded that Environment, Social and Governance pillars of
ESG performance have an insignificant effect on the financial health.

Equation 3 Regression Analysis

Table-8: Regression Result of Equation 3 TOBINSQH3

Variable Coefficient | Std. Error | t-Statistic Prob.
C 0.5200 0.5811 0.8948 0.3720
ALTMANZ 0.3192 0.0270 11.8111 0.0000
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ROA 1.9400 T 24§OO 0.7823 04350
TATO -0.6609 0.5440 -1.2149 0.2259
CR -0.3906 0.0876 -4.4574 0.0000
DAR 1.7981 0.9484 1.8960 0.0594
Root MSE 0.4369 R-squared 0.9645
Mean dependent var 2.0133 Adjusted R-squared 0.9565
S .D.dependent var 2.3239 S.E. of regression 04847
Akaike info criterion 1.5569 Sum squared resid 458163
Schwarz criterion 2.2095 Log likelihood -141.8253
Hannan-Quinn criter. 1.8198 F-statistic 1204184
Durbin-Watson stat 1.2606 Prob(F-statistic) 0.0000

Source: EViews 12 Analysis Output (Author, 2023)

ALTMANZ has a positive and significant effect on TOBINSQ. ROA has a positive and
insignificant effect on TOBINSQ. TATO has a negative and insignificant effect on
TOBINSQ.

CR has a negative and significant effect on TOBINSQ. DAR has a positive and
insignificant effect on TOBINSQ. The regression has the probability (F-statistic) value
0.0000 which is smaller than the significance level 0.05. It means that the null hypothesis
is accepted. It can be concluded that ALTMANZ, ROA, TATO, CR and DAR jointly have
a significant effect on the TOBINSQ. The Adjusted R-squared value 0.9565. It means that
the ALTMANZ, ROA, TATO, CR and DAR jointly explain the relationship with
TOBINSQ up to 95.65%.

Since some of the individual probability (t-statistic) values are significant and some other
are insignificant and the simultaneous probability (F-statistic) value is significant, the null
hypothesis HO is partially accepted, Thus, it can be concluded that Return on Asset, Total
Asset Turnover and Debt to Asset Ratio have an insignificant effect on the firm value,
while financial health and Current Ratio have a significant effect on the firm value.
Equation 4 Regression Analysis

Table-9: Regression Result of Equation 4 TOBINSQH4

Variable Coefficient | Std. Error | t-Statistic Prob.
C 0.7806 0.6604 1.1820 0.2387
ENV 04328 0.5289 0.8182 04142
SocC -0.0061 04934 -0.0123 09902
GOV -0.8689 0.6818 -1.2744 0.2041
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ALTMANZ 0.3195 0.0273 11.7182 0.0000
ROA 22629 25158 0.8995 03695
TATO -0.5866 0.5485 -1.0695 0.2862
CR -0.3799 0.0889 -4.2736 0.0000
DAR 19817 0.9984 1.9849 0.0486
Root MSE 04348 R-squared 09648
Mean dependent var 20133 Adjusted R-squared 09562
S.D. dependent var 2.3239 SE. of regression 0.4861
Akaike info criterion 15721 Sum squared resid 453727
Schwarz criterion 22683 Log likelihood -140.6579
Hannan-Quinn criter. 1.8526 F-statistic 112.1227
Durbin-Watson stat 1.2398 Prob(F-statistic) 0.0000

Source: EViews 12 Analysis Output (Author, 2023)

ENV has a positive and insignificant effect on TOBINSQ. SOC has a negative and
insignificant effect on TOBINSQ. GOV has a negative and insignificant effect on
TOBINSQ. ALTMANZ has a positive and significant effect on TOBINSQ. ROA has a
positive and insignificant effect on TOBINSQ. TATO has a negative and insignificant
effect on TOBINSQ. CR has a negative and significant effect on TOBINSQ. DAR has a
positive and significant effect on TOBINSQ. The regression has the probability (F-
statistic) value 0.0000 which is smaller than the significance level 0.05. It means that the
null hypothesis is accepted. Thus, it can be concluded that ENV, SOC and GOV have a
significant effect on the TOBINSQ. The regression has the Adjusted R-squared value
0.9562. It means that the ENV, SOC, GOV, ALTMANZ, ROA, TATO, CR and DAR can
jointly explain the relationship with TOBINSQ up to 95.62% and only the remaining
4 38% explained by other variables outside the research model.

Since some of the individual probability (t-statistic) values are significant and some other
are insignificant and the simultaneous probability (F-statistic) value is significant, the null
hypothesis HO is partially accepted, Thus, it can be concluded that Environment, Social
and Governance pillars of ESG performance, Return on Asset, and Total Asset Turnover
have an insignificant effect on the firm value, while financial health, Current Ratio and
Debt to Asset Ratio have a significant effect on the firm value.

Mediating Variable Test

Table-10: Sobel Test of Mediating Variable

Dependent Variable: ALTMANZ

Coefticient | Std.Error | z(p=0.05) z-value
ENV -0.2945 1.6824 1.9701 -0.1750
S0C 0.2202 1.5479 1.9701 0.1422
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Dependent Variable: TOBINSQ

Coefticient

Std. Error

ALTMANZ

0.3195

0.0273

The ALTMANZ intervening variable for ENV independent variable has z-value -0.1750,
while for critical p-value 0.05 it has z-value 1.9701. It means that the null hypothesis is
rejected. Thus, it can be concluded that ALTMANZ has a negative and insignificant effect
as intervening variable for ENV independent variable.
The ALTMANZ intervening variable for SOC independent variable has z-value 0.1422,
while for critical p-value 0.05 it has z-value 1.9701. It means that the null hypothesis is
rejected. Thus, it can be concluded that ALTMANZ has a positive and insignificant effect
as intervening variable for SOC independent variable.
The ALTMANZ intervening variable for ENV independent variable has z-value 0.4149,
while for critical p-value 0.05 it has z-value 1.9701. It means that the null hypothesis is
rejected. Thus, it can be concluded that ALTMANZ has a positive and insignificant effect
as intervening variable for SOC independent variable.

Summary of Panel Data Regression

Table-11: Regression Summary

Dependent Variable: TOBINSQ

Equation ENV s0C GOV p HO
1 + - - n r
Dependent Variable: ALTMANZ
Equation ENV SacC GOV HO
2 - + + r
Dependent Variable: TOBINSQ
Equation ALTMANZ ROA TATO CR DAR p HO
3 S + - _EEE 4+ gRARE f
Dependent Variable: TOBINSQ
Equation ENV | SOC | GOV | ALTMANZ | ROA | TATO | CR | DAR p HO
4 + - - +3’t<3’t<3’t€ + - Rk +$$< S”tﬂ’&fﬁ f
Description:

Significant levels at ##% p <001, ** p <005, * p <0.10, p = p-value, s = significant, n = not significant, HO = null
hypothesis, I = fail to reject, r = reject

Equation 1 TOBINSQHI1 panel data regression has ENV independent variable with
positive coefficient and p-value insignificant, SOC independent variable with negative
coefficient and p-value insignificant, and SOC independent variable with negative
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coefficient and p-value insignificant. Equation 1 has simultaneous p-value insignificant
and null hypothesis is rejected.

Equation 2 ALTMANZH?2 panel data regression has ENV independent variable with
negative coefficient and p-value insignificant, SOC independent variable with positive
coefficient and p-value insignificant, and SOC independent variable with positive
coefficient and p-value insignificant. Equation 2 has simultaneous p-value insignificant
and null hypothesis is rejected.

Equation 3 TOBINSQH3 panel data regression has has ALTMANZ independent variable
with positive coefficient and p-value significant at level 0.01, ROA control variable with
positive coefficient and p-value insignificant, TATO control variable with negative
coefficient and p-value insignificant, CR control variable with negative coefficient and p-
value significant at level 0.01 and DAR control variable positive coefficient and p-value
insignificant. Equation 3 has simultaneous p-value significant at level 0.01 and null
hypothesis is fail to be rejected.

Equation 4 TOBINSQH4 panel data regression has ENV independent variable with
positive coefficient and p-value insignificant, SOC independent variable with negative
coefficient and p-value insignificant, and SOC independent variable with negative
coefficient and p-value insignificant. Equation 4 has ALTMANZ mediating variable with
positive coefficient and p-value significant at level 0.01, ROA control variable with
positive coefficient and p-value insignificant, TATO control variable with negative
coefficient and p-value insignificant, CR control variable with negative coefficient and p-
value significant at level 0.01 and DAR control variable positive coefficient and p-value
significant at level 0.05. Equation 4 has simultaneous p-value significant at level 0.01 and
null hypothesis is fail to be rejected.

CONCLUSIONS AND RECOMMENDATIONS

Conclusions

From the panel data regression finding and analysis, the author concludes that the ESG
performance which represent by Environment, Social and Governance pillar scores do not
have significant effect directly to the firm value. The ESG performance also do not have
significant effect to the financial health.

Furthermore, The ESG performance do not have significant effect when mediated by
financial health as intervening factor to the firm value. The financial health itself has
significant effect to the firm value. Several control variables of the financial performance
which are ROA and TATO do not have significant effect to the firm value. Meanwhile
several other control variables of the financial performance which are CR and DAR have
significant effect.

Recommendations

Based on the data analysis, the author found that there are different characteristics of the
ESG performance, financial health, financial performance and firm value which are
determined by the sector and profitability of the firms. The ESG performance score also
have small variance and high correlation among the pillars. The firms on the list of ESG
performance also keep changing for each period. The recommendations for further
research are as follow:
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1. To study the impact of ESG performance to financial health and firm value according
to the sectors.

2. To study the impact of ESG performance to the profitability of the firm.

3. To study the ESG performance scoring criteria and method improvement.

REFERENCES

Albuquerque, R. A., Durnev, A., & Koskinen, Y. (2014). Corporate social responsibility and firm risk:
Theory and empirical evidence. CEPR Discussion Paper No. 9533.

Almeyda, R., & Darmansya, A. (2019). The influence of environmental, social, and governance (ESG)
disclosure on firm financial performance. IPTEK Journal of Proceedings Series, (5), 278-290.

Altman, E. 1. (1968). Financial ratios, discriminant analysis and the prediction of corporate bankruptcy.
Journal of Finance, 23(4), 589-609.

Anderson, D. R., Sweeney, D. I., & Williams, T. A. (2011). Statistics for Business and Economics. South-
Western Pub.

Aslan, A., Poppe, L., & Posch, P. N. (2021). Are Sustainable Companies More Likely to Default? Evidence
from the Dynamics between Credit and ESG Ratings. Sustainability, 13(15), 8568.
https://doi.org/10.3390/sul3158568

Atan, R., Alam, M. M., Said, I., and Zamri, M. (2018). The impacts of environmental, social, and governance
factors on firm performance: Panel study of Malaysian companies. Management of Environmental Quality,
Vol. 29 No. 2, 182-194. https://doi.org/10.1 108/MEQ-03-2017-0033

Attig, N., El Ghoul, 5., & Guedhami, O. (2013). Corporate social responsibility and credit ratings. Journal of
Business Ethics, 117(4), 679-694 . https://doi.org/10.1007/s10551-013-1714-2

Baltagi, B. H. (2005). Econometric Analysis of Panel Data. John Wiley & Sons.

Bell, E., Bryman, A., & Harley, B. (2018). Business Research Methods. Oxford University Press.

Birindelli, G., Ferretti, P., Intonti, M., & Tannuzzi, A. P. (2015). On the drivers of corporate social
responsibility in banks: Evidence from an ethical rating model. Journal of Management and Governance, 19,
303-340. https://doi.org/10.1007/s10997-013-9262-9

Blumenshine, N. T., & Wunnava, P. V. (2010). The value of green: The effect of environmental rankings on
market cap. Technology and Investment, 01(04), 239-242. https://doi.org/104236/t1.2010.14030

Boffo, R., & Patalano, R. (2020). ESG investing: Practices, progress and challenges. OECD Paris,
https:/fwww.oecd.org/finance/ESG-Investing-Practices-Progress- and-Challenges pdf

Bradley, B. (2021). ESG investing for dummies. John Wiley & Sons.

Damodaran, A. (2012). Investment valuation: Tools and techniques for determining the value of any asset.
John Wiley & Sons.

Devalle, A., Fiandrino, S., & Cantino, V. (2017). The linkage between ESG performance and credit ratings:
A firm-level perspective analysis. International Journal of Business and Management, 12(9), 53.
https://doi.org/10.5539/ijbm.v12n9p53

Dieschbourg, M. T. & Nussbaum A. P. (2017). Environmental, social, and governance investing: No place to
hide thanks to momingstar, bloomberg, MSCI, and multiple global data providers. Journal of Investment
Consulting. Investments & Wealth Institute.

Ditlev-Simonsen, C. D. (2021). A guide to sustainable corporate responsibility: From theory to action.
Palgrave Macmillan.

Eccles, R. G., Ioannou, I., & Serafeim, G. (2014). The Impact of Corporate Sustainability on Organizational
Processes and Performance. Management Science, 60(11),2835-2857. http://www jstor.org/stable/24550546
Enhance our global footprint. (n.d.). PRI. https://www.unpri.org/annual-report-2020/how-we-work/building-
our-effectiveness/enhance-our-global-footprint

Fatemi, A., Glaum, M., & Kaiser, S. (2018). ESG performance and firm value: The moderating role of
disclosure. Global Finance Journal, 38, 45-64. https://doi.org/10.1016/).£f5.2017.03.001

Friede, G., Busch, T., & Bassen, A. (2015). ESG and financial performance: aggregated evidence from more
than 2000 empirical studies. Journal of Sustainable Finance & Investment, 5(4), 210-233.
https://doi.org/10.1080/20430795.2015.1118917

Habermann, F., & Fischer, F. R. (2021). Corporate social performance and the likelihood of bankruptcy:
Evidence from a period of economic upswing. Journal of Business Ethics, 182(1), 243-259.
https://doi.org/10.1007/s10551-021-04956-4

188




Accounting Inquiries with New Approaches in the Post-Pandemic Era
Volume I

Haffar, M. (2017). Classification of trade-offs encountered in the practice of corporate sustainability. Journal
of Business Ethics, 140(3), 495-522. https://doi.org/10.1007/s10551-015-2678-1

Harymawan, 1., Putra, F. K. K., Fianto, B. A., & Ismail, W. A. W. (2021). Financially distressed firms:
Environmental, social, and governance reporting in Indonesia. Sustainability, 13(18), 10156.
https://doi.org/10.3390/sul131810156

Henisz, W_, Koller, T., & Nuttall, R. (2019). Five ways that ESG creates value. McKinsey Quarterly,
November, 1-12. https:/fwww .mckinsey.com/business-functions/strategy-and- corporate -finance/our-
insights/five-way s-that-esg-creates-value

Hill, J. (2020). Environmental, social, and governance (ESG) investing: A balanced analysis of the theory
and practice of a sustainable portfolio. Academic Press.

Hsiao, C., Jiang, Q., Lian, L., & Wang, Y. (2022). The impact of environment, social, and govemance (ESG)
performance on the change of z-score before and after the COVID-19: The case of chinese a-share
manufacturing industry companies. Asian Journal of Economics, Business and Accounting, 46-57.
https://doi.org/10.9734/ajeba/2022/v221630571

Juetten, M. (2014). Pay attention to innovation and intangibles: They’re more than 80% of your business’
value. Forbes. https://www forbes.com/sites/maryjuetten/2014/10/0 2/pay -attention-to-innovation-and-
intangibles-more-than-80-of-your-business-value/?sh=12¢143b1 1a67

Junius, D., Adisurjo, A., Rijanto, Y. A., & Adelina, Y. E. (2020). The impact of ESG performance to firm
performance and market value. Jurnal Aplikasi Akuntansi, 5(1), 21-41.

Khan, M., Serafeim, G., & Yoon, A. (2016). Corporate sustainability: First evidence on materiality. The
Accounting Review, 91(6), 1697-1724. https://doi.org/10.2308/accr-51383

Lang, L., & Stulz, R. (1994). Tobin’s Q, diversification, and firm performance. Journal of Political Economy,
102, 1248-1280.

Lawton, G. (2023). A timeline and history of ESG investing, rules and practices. Sustainability and ESG.
https://www techtarget.com/sustainability/feature/ A-timeline-and-history-of-ESG-investing-rules-and-
practices

Lee, D. D., & Faff, R. W. (2009). Corporate sustainability performance and idiosyncratic risk: A global
perspective. The Financial Review, 44, 213-237.

Lisin, A., Kushnir, A., Koryakov, A. 1., Fomenko, N. M., & Shchukina, T. (2022). Financial stability in
companies with high ESG scores: Evidence from north america using the ohlson o-score. Sustainability,
14(1), 479. https://doi.org/10.3390/sul4010479

Malau, M., & Murwaningsari, E. (2018). The effect of market pricing accrual, foreign ownership, financial
distress, and leverage on the integrity of financial statements. Ekonomski Anali, 63(217), 129-139.
https://doi.org/10.2298/ckal817129m

Mayor, T. (2019). Why ESG ratings vary so widely (and what you can do about it). MIT Thinking Forward
Newsletter.  https://mitsloan.mit.edu/ideas-made-to-matter/why-esg-ratings-vary-so-widely-and-what-you-
can-do-about-it

Morningstar. (2021). Global sustainable fund flows: Q1 2021 in review - ESG fund assets climb to shy of
uUsDh 2 trillion boosted by record inflows. 1-23.
https://www .morningstar.com/content/dam/marketing/emea/uk/Europe_ESG_Q1_2021_Flow_final pdf
Berger, P., & Ofek, E. (1994). Diversification’s effect on firm value. Joumal of Financial Economics, 37, 39—
65.

Schmidlin, N. (2014). The art of company valuation and financial statement analysis: A value investor’s
guide with real-life case studies. John Wiley & Sons.

Sekaran, U., & Bougie, R. (2016). Research methods for business: A skill building approach. John Wiley &
Sons.

Sherwood, M. W., & Pollard, J. (2018). Responsible investing: An introduction to environmental, social, and
governance investments. Routledge.

Spitz, K., Trudinger, J., & Orr, M. (2021). Environmental social governance: Managing risk and
expectations. CRC Press.

Thamrin, J., & Sembel, R. (2020). The effect of company’s fundamental, market return and macroeconomic
to stock return: A case study of consumer goods companies listed in BEI period 2009-2018. International
Journal of Business Studies. https://doi.org/10.32924/ijbs .v4i3.115

Tobin, J. (1969). A general equilibrium approach to monetary theory. Journal of Money, Credit & Banking,
1, 15-29. https://doi.org/10.2307/1991374

Wabhlen, J. M., Baginski, S. P., & Bradshaw, M. (2014). Financial reporting, financial statement analysis and
valuation. Cengage Learning.

Whitelock, V. G. (2015). Environmental social governance management: A theoretical perspective for the
role of disclosure in the supply chain. International Journal of Business Information Systems, 18(4), 390-405.
https://ideas.repec.org/a/ids/1jbisy/v18y2015i4p390-405 html

189




Publishing

Wooldridge, J. M. (2010). Econometric analysis of cross section and panel data, second edition. MIT Press.
Yoon, B., Lee, J. H., & Byun, R. (2018). Does ESG performance enhance firm value? Evidence from Korea.
Sustainability (Switzerland), 10(10). https://doi.org/10.3390/su10103635

Yu, E. P., Guo, C. Q., & Luu, B. V. (2018). Environmental, social and govemance transparency and firm
value. Business Strategy and the Environment, 27(7), 987-1004. https://doi.org/10.1002/bse.2047

Zeidan, R., Boechat, C., & Fleury, A. (2015). Developing a sustainability credit score system. Journal of
Business Ethics, 127(2), 283-296. https://doi.org/10.1007/s10551-013-2034-2

190




Melinda MALAU (The Impact of Environmental, Social, and
Governance Performance on The Financial Health and Firm
Value of The Publicly Listed Firms at Indonesia Stock
Exchange)

ORIGINALITY REPORT

1/7. 21« 5. 134

SIMILARITY INDEX INTERNET SOURCES PUBLICATIONS STUDENT PAPERS
PRIMARY SOURCES
corporatefinanceinstitute.com 4
Internet Source %
Submitted to University of Patras 2
Student Paper %
repository.stei.ac.id 2
Internet Source %
thebabe.stiebankbpdjateng.ac.id 2
Internet Source %
conference.asia.ac.id 2
Internet Source %
E WWW.Nnossadata.com 2
Internet Source %
rulrepository.ru.ac.bd 2
Internet Source %
n link.springer.com 2
Internet Source %




Exclude quotes On Exclude matches <2%

Exclude bibliography On



