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Abstract
Research aims: this study examines the relationship between Environmental, Social, and Governance (ESG) performance and firm Financial performance in
ASEAN countries, and investigates whether Financial slack and ESG regulatory compliance moderate this relationship. Design/Methodology/approach: a
quantitative panel data approach is employed using 2.134 firm-year observations from listed firms across six ASEAN countries. ESG performance is
measured using Bloomberg ESG scores. Financial slack is proxied by the current ratio, while ESG regulatory reporting regimens. Pandel regression with an
interaction term is applied to test moderating effects. Findings: ESG performance is positively associated with Financial performance. Financial slack
weaknes thus relationship, where ESG regulatory compliance strengthens it. Indicating that ESG value creation is contingent in internal resource conditions
and external institutional pressure. Originality/value: This study develops an integrated framework that jointly incorporates internal Financial constraints and
external institutional enforcement to explain the conditional effectiveness of ESG performance in generating Financial value in ASEAN firms.

Introduction
Environmental, Social, and Governance (ESG) performance has emerged as a central construct in contemporary corporate sustainability and financial
literature. The increasing urgency of climate change, social inequality, and governance failures has intensified global pressure on firms to integrate
sustainability principles into strategic decision-making processes. ESG is no longer perceived as a voluntary disclosure mechanism but rather as a strategic
framework that reflects how firms manage environmental responsibility, social impact, and governance quality in pursuit of long-term value creation (Ahmad
et al., 2021; Al Amosh et al., 2023; Giannopoulos et al., 2022). From a theoretical perspective, ESG is strongly grounded in stakeholder theory, which
emphasizes that firms are accountable not only to shareholders but also to a broader network of stakeholders, including employees, regulators, consumers,
and society as a whole. Firms are expected to create balanced value across economic, social, and environmental dimensions (Ahmar et al., 2024; Yunus et
al., 2024). In addition, legitimacy theory provides a complementary explanation, arguing that firms must continuously align their operations with evolving
societal norms, institutional expectations, and regulatory frameworks to maintain legitimacy and long-term survival (Aris et al., 2021; Boulanouar et al., 2021;
Tan, 2022). In this sense, ESG serves as both a stakeholder engagement mechanism and a tool for institutional legitimacy.

Empirical literature on ESG and financial performance remains inconclusive. While several studies find that ESG performance improves Financial outcomes
through enhanced reputations, reduced risk exposure, and increased investor confidence, other studies report insignificant or mixed results, suggesting that
ESG investment may generate higher implementation costs without immediate Financial returns (Disli et al., 2022; Garrido-Merchán et al., 2023). These
mixed findings indicate that the ESG-financial performance relationship is context-dependent and may be influenced by moderating factors. Firms with
strong ESG engagement are often perceived as more resilient, especially during periods of economic uncertainty, due to their ability to manage non-financial
risk more effectively (Alsayegh et al., 2020; Birindelli et al., 2018; Jasni et al., 2020; Ye et al., 2023). ESG-oriented firms also tend to benefit from lower cost of
capital and stronger stakeholder trust, which ultimately contributes to improved financial stability. Conversely, several studies report mixed or even
insignificant relationships between ESG performance and financial outcomes. In certain industries, particularly those with low environmental sensitivity, ESG
investments may generate high implementation costs without immediate financial returns, leading to efficiency trade-offs (Tabassam et al., 2021; Xie et al.,
2019).

In certain industries, particularly those with low environmental sensitivity, ESG investment may generate high implementation costs without immediate
financial return, leading to efficiency trade-offs (Ting et al., 2019). Other empirical findings suggest that ESG activities do not always translate into improved
profitability or market valuation, indicating that the ESG-financial performance relationship is highly context-dependent (Cucari et al., 2018; Shakil et al., 2019;
Singhania et al., 2024). These inconsistent findings suggest the existence of intervening and contextual factors that shape the outcomes of ESG
implementation. Recent literature emphasizes the importance of moderating variables that influence how ESG performance translates into financial
outcomes. However, prior studies often examine these moderating factors in isolation, focusing either on internal organizational conditions or external
institutional pressure, without integrating both dimensions into a unified analytical framework.

One critical internal moderating factor is financial slack. Financial slack refers to excess financial resources available within a firm that can be deployed for
strategic initiatives without disrupting core operations (Aulia et al., 2024; Gutiérrez-Ponce et al., 2024; Velte, 2020; Z. Wu et al., 2024). It reflects a firm's
liquidity capacity and financial flexibility, often measured using indicators such as the current ratio. From a resource-based view, financial slack serves as a
strategic resource that enables firms to invest in innovation, sustainability initiatives, and long-term value creation. In the context of ESG, financial slack plays
a dual role. On one hand, it enables firms to invest in environmental technologies, social welfare programs, and governance improvements, even when short-
term financial returns are uncertain. On the other hand, excessive slack may also lead to inefficiency or managerial opportunism if not properly controlled
(Zhang et al., 2024). Therefore, the role of financial slack in the ESG-financial performance relationship remains ambiguous and requires further empirical
investigation (Clarkson et al., 2011; Sunbin Yoo et al., 2021).

In addition to internal financial conditions, external institutional pressures also play a crucial role in shaping ESG effectiveness. Institutional theory suggests
that firms operate within a regulatory environment that imposes formal and informal constraints on organizational behavior. ESG regulation, in particular,
varies significantly across countries, ranging from voluntary disclosure frameworks to mandatory reporting requirements. In this study, ESG regulation is
operationalized as a country-level dummy variable in this study. Stricter ESG regulation enhances transparency, reduces information asymmetry, and
improves the credibility of corporate sustainability disclosure. ESG regulatory compliance acts as an external institutional mechanism that shapes corporate
behavior through regulatory pressure. ESG regulatory compliance mitigates the risk of symbolic ESG practices such as greenwashing, ensuring that ESG
perforamnce reflect substantive organizational behavior rather than mere impression management (Shahrun et al., 2023; Suretno et al., 2022; F. Wang et al.,
2022). Empirical evidence indicates that strong regulatory environments positively influence corporate environmental responsibility and financial
performance by increasing accountability and investor trust (Handoyo et al., 2024).
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From a legitimacy theory perspective, regulatory pressure forces align with societal expectations, thereby enhancing their legitimacy in the eyes of
stakeholders. Firms operating under mandatory ESG regimes are more likely to integrate sustainability into core strategies, which can strengthen the ESG-
financial performance relationship (Kaakeh et al., 2022; S.-P. Lee et al., 2023). This ESG regulatory acts as an external institutional mechanism that reinforces
the effectiveness of ESG implementation. Despite growing academic attention, three major research gaps remain. First, most prior studies focus on single-
country settings, limiting the generalizability of findings across different institutional environments. Second, existing literature rarely integrates both internal
financial conditions and external regulatory environments within a single model, particularly in emerging markets, and remains underexplored in explaining
ESG effectiveness. Third, empirical evidence from ASEAN countries remains limited despite their diverse ESG regulatory frameworks.

To address these gaps, this study examines the impact of ESG performance on firm Financial performance in ASEAN countries, with Financial slack and ESG
regulatory compliance as moderating variables. ESG performance is measured using the Bloomberg ESG score, while financial performance is proxied by
Return on Assets (ROA). The study uses panel data from listed firms across Indonesia, Malaysia, Singapore, Thailand, Vietnam, and the Philippines during
2020–2024. Panel regression with an interaction effect is applied to test the hypotheses. In this context, the study addresses the following research
question:

RQ1: How does ESG performance affect firm financial performance?

RQ2: Does financial slack strengthen or weaken the relationship between ESG performance and financial performance?

RQ3: Does ESG regulatory compliance strengthen the relationship between ESG performance and financial performance?

The Reminder of this article is strucured ad follows. The next section reviews the relevant literature and develops the research hypotheses. This is followed
by the methodology section, which outlines the data and empirical model. The subsequent section presents and discusses the empirical results. The final
section concludes the study and provides implications and direction for future research.

Literature review

Environmental, Social, and Governance (ESG)
Environmental, Social, and Governance (ESG) performance represents a comprehensive framework for evaluating corporate sustainability and ethical impact
(Ningtyas, 2024; Octavio et al., 2025). It encompasses three key dimensions: environmental responsibility, social engagement, and governance quality, which
collectively reflect how firms manage non-financial risk opportunities (Pinheiro et al., 2024; Rassiah et al., 2024; Saygili et al., 2022). A growing body of
literature suggests that strong ESG performance is associated with improved financial outcomes. Firms with high ESG ratings tend to benefit from enhanced
operational efficiency, better risk management, and increased investor confidence (Shin et al., 2023; Tian et al., 2025; Yorke et al., 2023). ESG-oriented firms
are also more resilient to market shocks, as they are better equipped to manage environmental and social risk while maintaining strong governance
structures (Rumefi et al., 2024).

From an environmental perspective, effective management of emissions, waste, and resource use enhances corporate reputation and reduces regulatory risk
(Zahroh et al., 2021). Social performance strengthens relationships with stakeholders, including employees, customers, and communities, which contributes
to long-term organisational stability (De Silva Lokuwaduge et al., 2020). Meanwhile, governance quality ensures transparency, accountability, and ethical
decision-making, all of which are essential for sustaining investor trust and corporate credibility (Aslam et al., 2021; Cortez et al., 2022). Furthermore, ESG
disclosure plays a critical role in signalling corporate commitments to sustainability. Transparent reporting reduces information asymmetry and attracts
sustainability-oriented investors, thereby improving market valuation and access to capital (Delmas et al., 2004; Landi et al., 2019; Sangok Yoo et al., 2022).

Financial Performance
Financial performance refers to the overall reflection of a company’s ability to create economic value through the effective and efficient management of its
resources over a certain period (Delmas et al., 2004; Landi et al., 2019; Sangok Yoo et al., 2022). It represents the extent to which an organization can achieve
its financial objectives, sustain profitability, and maintain long-term financial stability within a competitive business environment. In a broader perspective,
financial performance is not only understood as short-term profitability, but also the company’s capability to sustain growth, maintain operational efficiency,
and generate consistent returns for stakeholders. It reflects managerial effectiveness in allocating resources, controlling cost, and optimizing business
operations to enhance firm value (Shahzad et al., 2020; Shin et al., 2023). Financial performance is also closely linked to the firm’s strategic decisions and
external business environment. Internal managerial practices, capital structure decisions, and resource allocation strategies significantly shape financial
outcomes, while external factors such as economic conditions, industry competition, and regulatory pressures also influence financial stability and growth
potential (Broadstock et al., 2021; Khan et al., 2021; Zahid et al., 2022).

In contemporary studies, financial performance is increasingly viewed through a sustainability-oriented lens, where non-financial dimensions such as
environmental, social, and governance practices are considered important determinants of long-term financial outcomes. Firms that can integrate
sustainable practices into their operations tend to achieve stronger stakeholder confidence, improved reputation, and more stable financial performance over
time (Yingzhao et al., 2024; Zhou et al., 2022).

Financial Slack
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Financial slack refers to the availability of excess financial resources within a firm that exceed its immediate operational and financial obligations (Atan et al.,
2018; Singhania et al., 2023; Tista et al., 2021). These resources typically include cash holdings, liquid assets, and unused debt capacity that can be
mobilized to support strategic initiatives or absorb environmental uncertainties. From a strategic management perspective, financial slack plays a critical
role in enhancing organizational flexibility and resilience. It allows firms to respond more effectively to unexpected shocks, economic downturns, and
competitive pressure by providing a financial buffer that reduce despendency on external financing (Ali Imran et al., 2020; Gregory, 2024). Firms with higher
levels of financial slack are generally more capable of sustaining operations during crises and maintaining investment activities even under constrained
conditions (Bensouda et al., 2022; Khan et al., 2021).

His flexibility enhances not only operational performance but also long-term competitiveness. In addition, financial slack serves as an important risk
management tool. It enables firms to mitigate liquidity risk, reduce financial distress profitability, and stabilize earnings volatility (Kim et al., 2021; Shahzad et
al., 2020; Signori et al., 2021). During periods of economic uncertainty, such as financial crises or global disruption, firms with stronger financial slack
demonstrate higher resilience and adaptability compared to financial constrained firms (Zahid et al., 2022).

ESG Regulatory Compliance
ESG regulatory compliance refers to the extent to which forms adhere to laws, regulations, and standards governing environmental, social, and governance
practices. These regulations are designed to ensure that firms operate not only with a focus on financial performance but also with consideration for social
responsibility and environmental sustainability (Alareeni et al., 2020; Usman et al., 2025; Yunus et al., 2024; Zeng et al., 2023). Increasing global emphasis on
sustainable finance has led to the expansion of ESG-related regulations, making compliance a key determinant of corporate transparency, accountability, and
legitimacy (Chen et al., 2022; Zhao et al., 2018). In Southeast Asia, ESG regulatory frameworks exhibit varying degrees of maturity, ranging from mandatory to
voluntary regimes, which influence the level of ESG adoption and disclosure across firms. In Indonesia, ESG reporting was initially voluntary but became
mandatory following the issuance of OJK regulation No., 51/POJK.03/2017, effective from 2019. This regulation requires financial institutions and listed
companies to prepare sustainability reports outlining their environmental, social, and governance impact. The introduction of ESOJK No. 16/2021 further
strengthened disclosure requirements by providing more detailed guidance and encouraging alignment with international standards such as the Global
Reporting Initiative (GRI) (Aris et al., 2021).

In Singapore, ESG reporting is among the most advanced in the region. The Singapore Exchanges (SGX) introduced mandatory sustainability reporting in
2016 through Listing Rule 7111A, requiring listed companies to disclose ESG-related policies, risk, and performance (Aulia et al., 2023). The framework was
further enhanced in 2021 with stronger alignments to international standards such as the Task Force on Climate-related Financial Disclosures (TCFD). This
regulatory environment positions Singapore as a regional leader in ESG transparency and accountability. In Malaysia, ESG disclosure transitioned from
voluntary to mandatory through amendments to Bursa Malaysia’s Main Market listing Requirements in 2018 (paragraphs 9.25 and 9,26). These regulations
require listed firms to publish sustainability statements addressing material ESG issues. Subsequent enhancements in 2022 strengthened reporting
obligations, effective from 2023, emphasizing governance structure, materiality assessment, and data reliability. This progression demonstrates Malaysia’s
commitment to embedding sustainability into corporate reporting practices.

In the Philippines, ESG reporting became mandatory with the issuance of Securities and Exchange Commission (SEC) Memorandum Circular No. 4, Series of
2019. This regulation requires publicly listed companies to submit a sustainability report as part of their annual disclosure, covering ESG risk, policies, and
performance. Firms are encouraged to adopt international standards such as GRI and Integrated Reporting (IR), reinforcing comparability and transparency.
In Thailand, ESG disclosure requirements were formalized in 2019 when the Securities and Exchange Commission (SEC) mandated listed firms to produce
sustainability reports (Atan et al., 2018; Shobhwani et al., 2023). These reports must includes bot financial and non-financial performance, particularly ESG-
related risk and opportunities. This regulatory framework reflects Thailand’s transition from voluntary to mandatory ESG reporting, strengthening corporate
accountability and investor confidence.

In contrast, Vietnam represents a developing regulatory environment where sustainability disclosure is partially mandated. Circular No.155.2015/TT-BTC
requires listed firms to disclose environmental and social information within annual reports, primarily reflecting a Corporate Social Responsibility (CSR)
approach (Zhong et al., 2022).

Stakeholder Theory
This study develops a theoretical framework based on stakeholder theory, originally introduced by R. Edward Freeman, to explain how firms create value
through the integration of Environmental, Social, and Governance (ESG) practices. Stakeholder theory emphasises that companies have responsibilities not
only to shareholders but also to a broader group of stakeholders who can be affected by corporate activities (Birindelli et al., 2018; Cucari et al., 2018; Ye et
al., 2023; Zhong et al., 2022). As a conceptual framework, stakeholder theory highlights that organisational success is not solely determined by financial
performance, but also by its impact on all stakeholders (Boulanouar et al., 2021). In this context, ESG performance reflects a firm's responsibility to balance
economic, social, and environmental objectives. Firms are expected to manage environmental risk, maintain social relationships, and ensure good
governance through transparency and accountability (Boulanouar et al., 2021; Garrido-Merchán et al., 2023). Furthermore, effective ESG implementation
strengthens stakeholder relationships, enhances corporate reputation, and improves long-term financial performance. Firms with strong capacity and
environmental awareness tend to disclose ESG information more transparently, which builds trust among investors and consumers (Tabassam et al., 2021).
Prior studies also confirm that ESG performance contributes positively to financial outcomes by reducing risk and attracting socially responsible investment
(Shakil et al., 2019; Xie et al., 2019).
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Legitimacy Theory
Legitimacy theory, initially introduced by John W. Meker and Brian Rowan (1997), posits that organisations operate within a broader institutional environment
shaped by regulations, norms, and sociated values (Eliwa et al., 2021; Saygili et al., 2022). Firms are therefore required to align their operation with these
expectations to maintain legitimacy and ensure long-term survival (Zumente et al., 2021). In this context, legitimacy reflects the extent to which corporate
actions are perceived as appropriate within socially constructed systems of norms and beliefs (Xiao et al., 2022). From an ESG perspective, legitimacy theory
suggests that firms adopt sustainability practices not only for economic benefits but also to conform ti instutional pressures. Regulatory frameworks,
particularly ESG-related regulations, play a crucial role in shaping corporate behavior by encouraging transparency, accountability, and compliance (Ahmar et
al., 2024; Zhu et al., 2023). Firms that comply with ESG regulations tend to reduce information asymmetry, mitigate reputational risk, and strengthen
stakeholder trust, which ultimately contributes to improved financial performance (Uyar et al., 2023). Moreover, strong regulatory environments discourage
symbolic ESG practices such as greenwashing and encourage substantive sustainability engagement. Companies operating under stricter ESG regulations
are more likely to integrate sustainability into their core strategy, thereby reinforcing the relationship between ESG performance and financial outcomes
(Baucal et al., 2023; Shin et al., 2023).

Environmental, Social, and Governance Performance-Financial Performance
In recent years, the implementation of Environmental, Social, and Governance (ESG) practices has gained increasing attention as an important aspect of
corporate strategy. Growing awareness of sustainability issues encourages companies not only to pursue economic profitability but also to consider the
environmental and social impacts of their business activities while maintaining sound corporate governance. In many countries with rapidly growing
economies, firms face significant social and environmental challenges, such as pollution, labor exploitation, and governance practices, which may threaten
corporate reputation and long-term operational sustainability (Sumarta et al., 2023). Firms that effectively manage relationships with these stakeholders
through strong ESG practices are more likely to receive broader external support. Such support may be reflected in increased customer loyalty, higher
employee satisfaction, and stronger relationships with communities, which ultimately contribute to improved corporate financial performance (Al Amosh et
al., 2023; Brogi et al., 2019).

Previous empirical studies have documented a positive association between ESG performance and corporate financial performance. Companies with higher
ESG performance tend to demonstrate greater financial stability and moderate sustainable business growth (Octavio et al., 2025; Yuliana et al., 2023; Zahid
et al., 2023). In particular, the environmental dimension of ESG can enhance financial performance through improved resource efficiency and reduced
operational costs in the long term. Firms that implement responsible environmental practices, such as efficient energy management and sustainable
resource utilization, may increase operational efficiency and productivity (Fuadah et al., 2022; Ioannou et al., 2023). The social dimension of ESG also plays a
significant role in improving corporate financial performance. Companies actively involved in social initiatives often gain a better reputation among
consumers and the broader public. A positive corporate reputation can enhance customer trust and loyalty, which may strengthen market position and
improve financial outcomes (Alsayegh et al., 2020; Ting et al., 2019). The governance dimension contributes to improved financial performance by
strengthening transparency, accountability, and effective decision-making within the organization. Strong governance mechanisms enable firms to manage
risk more effectively and enhance operational efficiency, ultimately supporting better financial performance (Disli et al., 2022). Based on these various
explanations, the formulation of the hypothesis that can be built is:

H1: Environmental, Social, and Governance (ESG) performance positively affects corporate financial performance

Financial Slack as a Moderating Variable
Previous studies suggest that financial slack can strengthen the relationship between ESG performance and corporate financial performance. Financial slack
provides firms with greater financial flexibility, enabling them to allocate sufficient resources to support ESG initiatives without immediately compromising
financial performance. According to Alsayegh et al. (2020) companies with higher levels of financial slack are better able to invest in sustainability initiatives
because they possess additional resources that can be used to absorb the cost associated with ESG implementation. In addition, financial slack may also
help firms cope with uncertainty related to sustainability investments and financial performance (Aulia et al., 2024; Singhania et al., 2024). The
implementation of ESG practices, such as environmentally friendly technologies, carbon emission reduction, and the use of renewable energy, often requires
substantial initial investment (Tan, 2022). Firms with sufficient financial slack are better positioned to support these investments and sustain ESG initiatives
in both the short and long term. Financial slack may enhance the positive impact of ESG performance on corporate financial performance by providing the
financial capaity need to implement sustainability effectively (Famiyeh et al., 2018; Sharma et al., 2022).

From the perspective of stakeholder theory, companies are expected to address the needs and expectations of various stakeholders, including investors and
communities. A firm with adequate financial slack can allocate resources to support employee welfare programs and other ESG-related initiatives,
demonstrating its commitment to stakeholder interests. Such actions may enhance employee satisfaction, strengthen corporate reputation, and improve
relations with stakeholders, which ultimately contribute to better financial performance (Danso et al., 2019; Kaakeh et al., 2022). In addition, financial slack
may also support governance-related initiatives by ensuring smoother operational processes and effective implementation of corporate governance
mechanisms (Sultana et al., 2018). Strong governance practices supported by sufficient financial resources can enhance corporate reputation and increase
stakeholder confidence in the firm (S. Chen et al., 2023). By maintaining adequate financial slack, firms are better equipped to respond to stakeholder
expectations and regulatory requirements, thereby strengthening the effectiveness of ESG implementation and improving financial outcomes (Gholami et al.,
2022; Sklavos et al., 2024). Based on these various explanations, the formulation of the hypothesis that can be built is:
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H2: Financial slack strengthens the positive relationship between ESG performance and corporate financial performance

ESG Regulatory compliance as a moderating variable
ESG regulatory compliance has become a growing concern globally due to its influence on how companies implement sustainable business practices.
Strong ESG performance, which encompasses, can enhance responsibility, social accountability, and effective corporate governance, can enhance corporate
reputation, attract investors, and ultimately contribute to improved financial performance. Increasing demands for transparency and accountability form
stakeholder gurther reinforce the importance of ESG implementation within corporate operations (S.-P. Lee et al., 2023). Conversely, in countries where ESG
regulations are less stringent, such as Indonesia, Malaysia, the Philippines, Vietnam, and Thailand, many firms have begun voluntarily adopting ESG practices
despite the absence of strict regulatory requirements. This trend indicates that companies increasingly recognize the strategic value of sustainability
practices in improving their financial outcomes. However, the absence of strong regulatory pressure may lead to variations in how effectively ESG practices
translate into financial performance. Effective regulatory frameworks not only encourage compliance with legal standards but also help firms manage risk,
improve operational efficiency, and create long-term value (Al Amosh et al., 2023; Duque-Grisales et al., 2021; Giannopoulos et al., 2022). By complying with
ESG regulations, companies can reduce potential cost assocaited with litigation, penalties, or reputational damage, while simultaneously improving
productivity and employee loyalty through sustainability-oriented initiatives (Lavin et al., 2022; Sun et al., 2022). As a result, ESG regulatory complience may
strengthen the relationship between ESG performance and corporate financial performance. Empirical studies support this argument. Santos et al. (2024)
found that firms operating within stronger regulatory environments tend to experience better financial outcomes from ESG initiatives.

Similarly, Suttipun et al. (2022) reported that advanced regulatory frameworks facilitate stronger ESG integration and lead to superior financial performance.
In contrast, firms operating in weaker regulatory environments may face challenges in implementing ESG practices effectively (L. Chen et al., 2023).
Furthermore, DasGupta (2022) demonstrated that stricter regulatory oversight enhances the positive effect of ESG disclosure on financial performance.
These findings are consistent with legitimacy theory, which suggests that corporate behavior is shaped by the regulatory and institutional environment in
which firms operate. Strong regulatory frameworks encourage firms to align their ESG practices with societal expectations, thereby enhancing corporate
legitimacy and improving financial outcomes. Based on the above arguments, the following hypothesis is proposed:

H3: ESG regulatory compliance strengthens the positive relationship between ESG performance and corporate financial performance

Based on the theoretical arguments and hypotheses developed above, this study proposes a conceptual framework illustrating the relationship among ESG
performance, corporate Financial performance, Financial slack, and ESG regulatory compliance. Specifically, the diagram depicts the direct effect of ESG
performance on corporate Financial performance, as well as the moderating roles of Financial slack and ESG regulatory compliance in strengthening this
relationship. The proposed research framwok os presented in Fig. 1.

Source: Author's elaboration

Research Methods

Sample
The sample of this study consists of non-financial companies listed on stock exchanges in six Southeast Asian countries, namely Indonesia, Malaysia,
Singapore, Thailand, Vietnam, and the Philippines, during the period 2020–2024. These countries were selected because they represent emerging markets in
the ASEAN region that have increasingly adopted Environmental, Social, and Governance (ESG) practices and sustainability reporting initiatives. Financial
sector firms were excluded from the sample due to their distinct regulatory frameworks and financial structures compared to other industries. Furthermore,
firms in non-financial sectors generally greater environmental and social impact, making them more relevant for ESG-related studies.

The sample was selected using purposive sampling criteria first; companies must publish annual financial reports consistently during the observation period.
Second, firms must have available ESG score data in the Bloomberg database. Third, companies with incomplete financial data were excluded from the
sample. After applying these criteria, removing outliers identified through statistical screening, the final sample consists of 2.1234 firm-year observations
across the six ASEAN countries.

Definitions of variables

Independent Variable
The independent variable in this study is ESG performance. ESG performance is measured using the ESG disclosure score obtained from the Bloomberg
database. The ESG score reflects the level of transparency and disclosure related to environmental, Social, and Governance practices of companies. The ESG
score ranges from 0 to 100, where a higher score indicates better ESG performance and more comprehensive sustainability disclosure. The use of ESG
scores as a proxy for sustainability performance is consistent with prior studies examining the relationship between ESG practices and corporate
performance. Data for the score are obtained from publicly available information, and the ESG score is consistent with prior literature (Albitar et al., 2020; N.
Wang et al., 2022).

Dependent Variable
The dependent variable in this study is corporate financial performance. Financial performance is measured using Return on Assets (ROA), which represents
the company's ability to generate profit from its total assets. ROA is calculated as follows :
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ROA is widely used in prior studies examining the relationship between ESG performance and financial performance because it reflects operational efficiency
in generating profits (Veenstra et al., 2020; Zahid et al., 2023).

Moderating Variable
This study employs two moderating variables: financial slack and ESG regulatory complience. Financial slack represents the availability of excess financial
resources that allow firms to invest in strategic initiatives such as sustainability activities. Financial slack is measured using the current ratio, which reflects
the firm’s liquidity and financial flexibility (Arayssi et al., 2020; S. Wu et al., 2022).

Firms with higher financial slack have greater flexibility to invest in ESG initiatives without negatively affecting short-term financial performance. The second
moderating variable is ESG regulatory complience. This variable reflects the regulatory environment in which firms operate with respect to ESG disclosure
requirements. Following prior cross-country ESG studies, ESG regulatory complience is measured using a dummy variable representing whether ESG
reporting is mandatory in the country where the firm operates (Latip et al., 2022). Firms operating in countries with mandatory ESG disclosure regulations are
coded as 1, while firms in countries where ESG disclosure remains voluntary are coded as 0.

Control Variable
Several control variables are included in the regression model to reduce potential bias and isolate the effect of ESG performance on corporate financial
performance. Firm size (SIZE) is measured as the natural logarithm of total assets. Large firms tend to have freer access to resources, higher visibility, and
stronger incentives to implement ESG practices and disclose sustainability information (Sunarto et al., 2021). Firm growth (Growth) is measured using
annual sales growth, which reflects the firm's expansion opportunities and market dynamics that may influence financial performance (Adu et al., 2023;
Heras-Saizarbitoria et al., 2020; Ningtyas, 2024). In addition to firm-level variables, this study incorporates several country-level institutional variables
obtained from the World Bank governance indicators. These include gro), and regulatory quality (REG). ss domestik product growth (GDP), Voice and
accountability (VOICE), governance effectiveness (GOV). GDP growth represents the macroeconomic conditions of a country that may influence corporate
performance.

Voice and accountability reflect the extent to which citizens can participate in selecting their governance and enjoy freedom of expression and association.
Government effectiveness captures perceptions of the quality of public services, the quality of policy formulation, and the credibility of the government's
commitment to policies. Regulatory quality measures the ability of governments to formulate and implement sound policies and regulations that support
private sector development (Sunarto et al., 2021). These country-level variables are included to control for institutional and macroeconomic differences
across countries that may influence both ESG practices and corporate financial performance. The operational definitions, abbreviations, and measurements
of all research variables used in this study are summarized in Table 1.

Table 1
Operating Definitions and Measurement of Variables

Variable Abbreviation Measurement

ESG Performance ESG ESG Combined Score From Bloomberg ESG Database

Financial Performance ROA Net income divided by total assets

Financial Slack FS Cash and cash equivalents plus available financial facilities divided by total debt

ESG Regulation Compliance R Dummy variable: firms operating in countries with ESG reporting regulations = 1; otherwise = 0

Firm Size SIZE Natural logarithm of total assets

Firm Growth GROWTH (revenue_t – revenue_t-1)/ revenue_t-1 * 100%

Gross Domestic Product
Growth

InGDP Annual real GDP growth rate (%)

Voice and Accountability VOICE Governance indicator ranging from − 2.5 to + 2.5, measuring citizen participation and freedom of
expression

Regulatory Quality REG Governance indicator ranging from − 2.5 to + 2.5, measuring the government's ability to formulate
sound regulations

Government effectiveness GOV Governance indicator ranging from − 2.5 to + 2.5, measuring the quality of public services and public
implementation

Source (s): Author's elaboration (2025)

Model design
To examine the relationship between ESG performance and corporate financial performance as well as the moderating effect of financial slack and ESG
regulatory compliance, the following regression model is estimated:

ROA =
Laba Bersih/Rugi

Total Aset

Rasio Financial Slack =
Aset Lancar

Kewajiban Lancar
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Model 1 Baseline

Direct effects regression equation

FPi,t = α1 + β1ESGit + β2Size + β3Growthit + β4 inINGDit + β5 Voiceit + β6 Regit + β7Goveit + ε1it

Model 2: Financial Slack Moderation

FPi,t = α2 + β8ESGit + β9FSit + β10Rit + β11Sizeit + β12Growthit + β13 inGDPit + β14 Voiceit + β15 Regit + β16Goveit + ε1it

Model 3 ESG Regulation Compliance moderation

FPi,t = α3 + β17ESGit + β18FSit + β19Rit + β20(ESGit*FSit) +β21(ESGit*Rit) + β22Sizeit + β23Growthit + β24 InGDPit + β25 Voiceit + β26 Govit + β27Regit + ε1it

Where:

FP = Financial Performance (ROA)

ESG = ESG performance score from Bloomberg

FS = Financial slack measured by the current ratio

REG = ESG regulatory compliance

SIZE = Firm size measured as the natural logarithm of total assets

GROW= Sales Growth

InGDP = GDP growth

VOICE= Voice and accountability index

REGQ = Regulatory quality index

GOV = Government effectiveness index

Results

Descriptive Analysis
Descriptive analysis provides an overview of the data by presenting the mean, minimum, maximum, and standard deviation values, as shown in Table 2. This
analysis offers important insights into the distribution, variability, and overall characteristics of the variables used in the study, including financial
performance, ESG performance, financial slack, and control variables. From the financial performance perspective, the results indicate substantial variability
across firms. Return on Assets (ROA) shows a mean value of 4.541, with a minimum of 0.010 and a maximum of 83.970, accompanied by a relatively high
standard deviation of 8.607. This suggests that firms differ significantly in their ability to generate profit from their assets. Similarly, Return on Equity (ROE)
has a mean of 3.570, ranging from 0.068 to 50.900, with a standard deviation of 5.077, indicating variations in a firm's effectiveness in generating returns for
shareholders. Tobin’s Q presents a mean value of 1.203, with a wide range between 0.020 and 42.560, reflecting differences in market valuation and growth
expectations among firms.

Page 8/28



Table 2
Descritive Statistic

Descriptive Statistics

  Mean Minimum Maximum Std. Deviation Obs

ROA 4.541 0.010 83.97 8.607 2.134

ROE 3.570 0.068 50.90 5.077 2.134

TobinsQ 1.203 0.020 42.56 2.351 2.134

ESG 49.238 6.870 83.23 11.795 2.134

FS 2.660 0.013 199.06 4.750 2.134

Size 14.196 6.355 18.43 1.689 2.134

Geowth 0.103 -0.990 18.44 0.414 2.134

lnGDP 26.936 26.550 27.81 0.451 2.134

Voice − 0.177 -0.840 0.16 0.790 2.134

Gov 0.412 0.050 1.03 0.330 2.134

Reg 0.666 -0.010 2.320 0.351 2.134

Valid N (listwise)         2.134

Source (s): created by authors (2025)

Regarding sustainability performance, the ESG score shows a mean of 49.238, with a minimum value of 6.870 and a maximum of 83.230. The relatively high
standard deviation of 11.795 indicates considerable variation in how firms implement environmental, social, and governance practices. This suggests that
while some firms have advanced ESG practices, others are still a tan early stage of implementation. Financial Slack also exhibits a high degree of dispersion,
with a mean value of 2.660, ranging from 0.013 to 199.060, and a standard deviation of 4.750. This indicates that firms differ substantially in their internal
financial flexibility, where some firms possess limited liquidity while others maintain substantial financial reserves that may support strategic investments
and risk management. Control variables further provide insights into firm-specific and macroeconomic conditions. Firm size has a mean of 15.196 with
relatively low variation, suggesting a more stable distribution among sample firms. Growth shows a mean of 0.103, with a wide range from − 0.990 to 18.440,
indicating differing growth dynamics across firms. External factors such as InGDP exhibit minimal variation, reflecting relatively stable macroeconomic
conditions across countries. Meanwhile, institutional variables such as voice, Government Effectiveness (Gov), and Regulator Quality (Reg) display moderate
variations, indicating differences in governance environments across countries.

In addition, the categorical variables of ESG regulatory compliance are presented through frequency distribution. The results show that 84.49% of the
observations belong to firms that disclose sustainbility report and are listed on the stock exchange, while 15.51% do not. This indicates that the majority of
firms operate within regulatory environments that encourage or mandate ESG disclosure.

Correlation Matrix
A pairwise correlation analysis was conducted to examine the relationship among the research variables and to assess the potential presence of
multicollinearity. Following the guideline suggested by S. Chen et al. (2023), multicollinearity may be indicated when the correlation coefficient exceeds 0.90.
As reported in Table 3, none of the correlation coefficients exceed this threshold, suggesting that multicolinearity is unlikely to pose a serious concern in this
study. The correlation results indicate that the three financial performance indicators ROA, ROE dan Tobin Q are positively and significantly associated with
each other.
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Table 3
Correlation matrix

ROA ROA ROE TobinsQ ESG FS Size Growth lnGD Voice Gov Reg

1.000                    

ROE 0.382** 1.000                  

TobinsQ 0.208** 0.291** 1.000                

ESG 0.038 0.040 -0.008 1.000              

FS 0.021 -0.004 -0.010 0.021 1.000            

Size 0.054* -0.036 -0.020 0.275** -0.077** 1.000          

Geowth 0.206** 0.101** 0.033 0.025 -0.025 0.077** 1.000        

lnGDP 0.055 0.025 0.033 -0.137** -0.049 -0.136** 0.048 1.000      

Voice -0.007 -0.016 -0.004 -0.159** 0.031 0.047 0.098** 0.030 1.000    

Gov 0.071* 0.042 0.075** -0.015 0.099** -0.205** 0.243** 0.114** 0.438** 1.000  

Reg -0.062** -0.027 -0.061** -0.020 0.103** 0.166** -0.008 -0.416** 0.160** -0.008 1.000

* = Signifikan pada 10% (p < 0.10)

** = Signifikan pada 5% (p < 0.05)

*** = Signifikan pada 1% (p < 0.01)

Source (s): created by authors 2025

ROA is positively correlated with ROE and Tobin Q, while ROE also demonstrates a positive relationship with Tobin Q. These findings suggest that although
the three indicators capture different aspects of firm performance, they consistently reflect a firm's profitability and market valuation. Regarding sustainability
performance, ESG exhibits relatively weak and statistically insignificant correlations with financial performance indicators. The correlation coefficients
between ESG and ROA, ROE, and Tobin Q are relatively small, suggesting that the relationship between ESG performance and financial performance may not
be clearly observable through simple bivariate analysis.

Among the firm-level variables, firm size shows a positive and significant correlation with ESG performance, indicating that larger firms tend to engage more
actively in sustainability-related practices. At the institutional level, governance-related variables such as voice and accountability, governance effectiveness,
and regulatory quality show varying degrees of correlation with firm level varibales, reflecting differences in institutional environments across countries.
Furthermore, the dummy variable representing ESG regulatory compliance shows a positive and significant correlation with ESG performance (r = 0.132, p < 
0.01), indicating that firms operating in regulatory environments that encourage ESG disclosure tend to exhibit higher sustainability performance.

Regression analysis and discussion
Table 4 presents the estimation results for the three regression models employed in this study. This approach is consistent with prior panel data studies
examining the relationships between ESG and firm performance. The explanatory power of the baseline model (Model 1) indicates a moderate level of
variation explained in financial performance. Although the R² value appears modest, this is consistent with prior studies in ESG and corporate finance, where
financial performance is influenced by multiple firm-specific and macroeconomic factors (Cucari et al., 2018; Jasni et al., 2020; Tabassam et al., 2021). The
regression result from Model 1 reveals that ESG performance has a positive and statistically significant effect on financial performance (ROA), with a
coefficient of 0.041 at the 10% significance level. Accordingly, H1 is supported.
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Table 4
Multivariate Regression Analysis

Keterangan Mode 1 Model 2 Model 3

Constant 0.479 -0.827 -0.466

  (0.990) (0.976) (0.101)

ESG 0.041* 0.041 0.080

  (0.088) (0.101) (0.069)

FS   0.029 0.681**

    (0.582) (0.026)

R   0.199 -8.343***

    (0.769) 0.000

ESG*FS     -0.015**

      (0.019)

ESG*R     0.176***

      (0.000)

Size -0.312** -0.304** -0.207**

  (0.012) (0.025) (0.027)

Growth 4.234*** 4.229*** 4.234***

  (0.000) (0.000) (0.000)

lnGDP 0.255 0.289 0.450

  (0.696) (0.670) (0.528)

Voice 0.113 -0.049 -0.485

  (0.887) (0.978) (0.622)

Gov 0.095 0.088 -0.-355

  (0.901) (0.897) (0.948)

Reg -0.649** -0.651 -0.802**

  (0.043) (0.054) (0.023)

R 0.230 0.231 0.237

F 12.736 9.946 9.299

N 2134 2134 2134

* = Signifikan pada 10% (p < 0.10)

** = Signifikan pada 5% (p < 0.05)

*** = Signifikan pada 1% (p < 0.01)

Source (s)

created by authors 2025

Table 4 further reports the estimations results of Model 2 and Model 3, which include Financial Slack (FS), ESG regulatory (R), and the interaction terms. This
result is consistent with prior empirical findings suggesting that ESG practices enhance operational efficiency, reduce risk, and strengthen stakeholder trust
(Saygili et al., 2022; Shin et al., 2023; Tian et al., 2025). From a theoretical perspective, this finding aligns with stakeholder theory, which posits that firms
addressing stakeholder interests are more likely to achieve superior performance (Cucari et al., 2018; Jasni et al., 2020; Tabassam et al., 2021). ESG
implementation reflects a firm’s ability to create long-term value through sustainability and responsible business practices. Table 4 further presents the result
of Model 2, which incorporates Financial Slack (FS) and ESG regulatory compliance (R).

In Model 2, FS and R are included as independent variables to examine their direct effects. The results indicate that neither variable has a statistically
significant direct impact on financial performance, suggesting that resource availability and regulatory compliance alone are insufficient to influence firm
performance without effective ESG integration. Model 3 introduces the interaction term to examine the moderating effects of Financial Slack and ESG
regulatory compliance. The interaction between ESG performance and Financial Slack (ESG*FS) is found to be negative and statistically significant (β =
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-0.015, p < 0.05). This indicates that Financial Slack weakens the positive relationship between ESG performance and financial performance. Therefore, H2 is
not supported.

This finding suggests that excessive Financial Slack may reduce managerial discipline and lead to inefficient allocation of resources, including ESG-related
investments. As a result, ESG initiatives may not be implemented optimally, thereby weakening their impact on financial performance. In contrast, the
interaction between ESG performance and ESG regulatory compliance (ESG*R) is positive and highly significant (β = 0.176, p < 0.01). This indicates that
regulatory compliance strengthens the relationship between ESG performance and financial performance. Therefore, H3 is supported. This result highlights
the importance of regulatory frameworks in ensuring that ESG practices are implemented effectively and consistently (Ismail et al., 2022; J. Lee et al., 2022).

Endogenety concerns

An alternative measure of Financial Performance
To ensure the reliability and validity of the main findings, this study employs alternative measures of financial performance, namely Return on Equity (ROE)
and Tobin Q, in addition to the baseline measure of Return on Assets (ROA). The use of multiple proxies allows for a more comprehensive evaluation of firm
performance, capturing both internal profitability and external market valuation. Table 5 presents the regression results using ROE and Tobin Q as alternative
dependent variables; the findings indicate that ESG performance maintains a positive but statistically insignificant relationship with both ROE (β = 0.086, p < 
0.259) and Tobin Q (β = 0.003, p < 0.258) in Model 1.
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Table 5
Robustness Test Using Alternative Measures of Financial Performance

  Model 1 Model 2 Model 3

ROE Tobin-Q ROE Tobin-Q ROE Tobin-Q

Constant -64.007 -1.709 -55.908 -2.056 -56.307 -1.992

  (0.259) (0.719) (0.318) (0.684) (0.316) (0.711)

ESG 0.086 0.003 0.063 0.008 -0.214 0.021

  (0.259) (0.258) (0.166) (0.235) (0.074) (0.282)

FS     -0.058 -0.002 -0.070 0.021

      (0.645) (0.386) (0.952) (0.851)

R     -1.806 0.179 -20.428 0.482

      (0.289) (0.324) (0.320) (0.433)

ESG*FS         0.020 0.090

          (0.975) (0.815)

ESG*R         0.350*** -0.009

          (0.002) (-0.524)

Size -0.698** -0.227 -0.720** -0.231 -0.748** -0.240

  (0.080) (0.000) 0.068 (0.000) (0.064) (0.000)

Growth 5.698*** 0.186 5.749*** 0.171 5.777*** 0.171

  (0.000) (0.235) (0.000) (0.248) (0.000) (0.230)

lnINGDP 2.863 0.231 2.688 0.239 3.223 0.116

  (0.102) (0.245) (0.177) (0.231) (0.133) (0.140)

Voice -3.726 -0.106 -2.305 -0.213 -3.518 -0.101

  (0.157) (0.636) (0.427) (0.412) (0.221) (0.467)

Gov 5.638** 0.180 5.666** 0.184 5.525** 0.184

  (0.016) (0.307) (0.009) (0.349) (0.007) (0.371)

Reg -0.026 -0.040 -0.113 -0.106 -0.259 -0.044

  (0.980) (0.447) (0.926) (0.548) (0.730) (0.371)

R 0.144 0.194 0.146 0.196 0.063 5.710

F (4.541) (8.723) (3.681) (6.980) (3.856) (0.127)

N 2134 2134 2134 2134 2134 2134

* = Signifikan pada 10% (p < 0.10)

** = Signifikan pada 5% (p < 0.05)

*** = Signifikan pada 1% (p < 0.01)

Source (s): created by authors 2025

This suggests that although ESG practices contribute to firm sustainability and operational improvements, their impact on shareholder return and market
valuation is not immediately observable. From a theoretical standpoint, this result can be interpreted through stakeholder theory, which emphasizes that ESG
initiatives primarily enhance long-term relationships with stakeholders rather than generating short-term financial gains. Consequently, improvement in ROE
and Tobin Q may require a longer time horizon to materialize, as market participants and shareholders gradually internalize ESG-related benefits (Cucari et al.,
2018; Jasni et al., 2020; Tabassam et al., 2021).

In Model 2, the inclusion of Financial Salack (FS) and ESG regulatory compliance (R) does not yield a significant direct effect on ROE or Tobin Q. FS shows a
negative but insignificant coefficient for both ROE (β = 0.058, p < 0.645) and Tobin Q (β = -0.002, p < 0.386), while R also remains insignificant. These findings
suggest that resource availability and regulatory complience alone are insufficient to directly enhance financial performance, particularly when measured
from a shareholder or market perspective. The moderating analysis in Model 3 reveals more nuanced insights. The interaction between ESG and Financial
Slack (ESG*FS) is not significant for both ROE and Tobin Q, indicating that financial Slack does not moderate the relationship between ESG and financial
performance. In contrast, the interaction between ESG and regulatory compliance (ESG*R) demonstrates a positive and statistically significant effect on ROE
(β = 0.350, p < 0.02), while remaining insignificant for Tobin Q.
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Additional Robustness Analyses

ESG Component Analysis
This study conducts an additional analysis by disaggregating ESG performance into its three core components Environemnetal (E), Social (S), and
Governance (G) to examine their individual effect on financial performance, proxied by ROA, ROE, and Tobin Q. This approach enables a more granular
understanding of which ESG dimensions drive firm performance. Furthermore, the analysis incorporates two moderating variables, namely financial slack
(FS) and ESG regulation compliance (R), using a hierarchical regression framework. Table 6 reports the baseline result (Model 1), which shows the direct
effect of each ESG component. The findings indicate that the environmental component exhibits a positive and statistically significant relationship with ROA
(β = 0.036, p < 0.05) and Tobin Q (β = 0.016, p < 0.05), suggesting that environmental performance contributes to both accounting-based and market-based
performance.

Table 6
Direct Effect Estimation of ESG Companents

  Environmental Social Governance

ROA ROE Tobin-Q ROA ROE Tobin-Q ROA ROE Tobin-Q

Constant -2.231 -67.143 -2.499 2.683 -58.799 -1.327 2.224 -59.938 -1.338

  (0.916) (0.239) (0.640) (0.897) (0.295) (0.785) (0.916) (-0.271) (0.783)

Score 0.036** 0.053 0.016** 0.024 0.045 0.006 0.015 0.026 -0.004**

  (0.029) (0.196) (0.048) (0.429) (0.514) (0.626) (0.797) (0.778) (0.053)

Size -0.323** -0.643* -0.254*** -0.286** -0.586 -0.219*** -0.253** -0.539 -0.203***

  (0.019) (0.092) (0.000) (0.037) (0.129) (0.000) (0.045) (0.147) (0.000)

Growth 4.210*** 5.669*** 0.169 4.247*** 5.730*** 0.178 4.247*** 5.733*** 0.173

  (0.000) (0.000) (0.253) (0.000) (0.000) (0.229) (0.000) (0.000) (0.264)

InGDP 0.396 3.045 0.263 0.199 2.716 0.219 0.220 2.743 0.240

  (0.580) (0.142) (0.185) (0.782) (0.188) (0.271) (0.767) (0.183) (0.225)

Voice 0.022 -4.074 -0.139 0.065 -3.911 -0.119 -0.003 -4.002 -0.286

  (0.999) (0.120) (0.594) (0.960) (0.144) (0.582) (0.978) (0.142) (0.239)

Gov 0.284 6.050** 0.236 0.199 5.999** 0.219 0.172 5.761 0.333*

  (0.691) (0.013) (0.239) (0.784) (0.014) (0.277) (0.831) (0.005)** (0.102)

Reg -0.571* 0.076 -0.058 -0.682* -0.076 -0.082 -0.602** -0.138 -0.045

  (0.087) (0.956) (0.599) (0.050) (0.956) (0.433) (0.042) (0.868) (0.552)

R 0.244 0.123 0.198 0.228 0.140 0.192 0.227 0.140 0.198

F 13.126 4.499 9.187 12.396 4.320 8.586 12.301 4.268 9.157

Sample Size 2134 2134 2134 2134 2134 2134 2134 2134 2134

* = Signifikan pada 10% (p < 0.10)

** = Signifikan pada 5% (p < 0.05)

*** = Signifikan pada 1% (p < 0.01)

Source (s): created by authors 2025
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Table 7
Direct Effect Estimation of ESG Components

  Environmental Social Governance

ROA ROE Tobin-Q ROA ROE Tobin-Q ROA ROE Tobin-Q

Constant -3.360 -58.763 -2.705 1.399 -50.854 -1.611 1.053 51.630 -1.582

  (0.869) (0.287) (0.580) (0.952) (0.374) (0.765) (0.966) (0.367) (0.769)

Score 0.036** 0.052 0.005** 0.025 0.040 0.001 0.015 0.024 -0.004*

  (0.030) (0.210) (0.042) (0.418) (0.572) (0.575) (0.784) (0.712) (0.059)

FS 0.172 -0.037 -0.005 0.032 -1.957 -0.002 0.032 -0.032 -0.002

  (0.781) (0.653) (0.367) (0.524) (0.289) (0.420) (0.529) (0.690) (0.409)

R 0.172 -1.971 0.177 0.170 -1.957 0.174 0.136 -2.022 0.153

  (0.781) (0.284) (0.331) (0.784) (0.289) (0.341) (0.847) (0.273 (0.384)

Size -0.314** -0.689* -0.23*** -0.257** -0.584 -0.222*** -0.244* -0.562 -0.205***

  (0.011) (0.082) (0.000) (0.043) (0.120) (0.000) (0.053) (0.134) (0.000)

Growth 4.186* 5.722*** 0.165 4.242*** 5.782*** 0.174 4.243*** 5.785*** 0.169

  (0.000) (0.000) (0.267) (0.000) (0.000) (0.240) (0.000) (0.000) (0.254)

InGDP 0.427 2.823 0.271 0.241 2.511 0.225 0.252 2.528 0.246

  (0.552) (0.175) (0.173) (0.745) (0.225) (0.259) (0.732) (0.222) (0.217)

Voice − .0.120 -2.501 -0.203 -0.076 -2.470 -0.223 -0.145 -2.514 -0.201

  0.873 (0.374) (0.381) (0.940) (0.381) (0.396) (0.890) (0.383) (0.126)

Gov 0.295 6.071** 0.223 0.222* 5.941** 0.186 0.190 5.828*** 0.318

  (0.688) (0.013) (0.248) (0.768) (0.014) (0.289) (0.812) (0.001) (0.126)

Reg -0.575* -0.001 -0.024 -0.666 -0.135 -0.049 -0.608** -0.210 -0.034

  (0.087) (0.986) (0.607) (0.050) (0.891) (0.525) (0.042) (0.831) (0.635)

R 0.234 0.146 0.181 0.228 0.143 0.195 0.227 0.143 0.198

F 10.244 3.660 7.327 9.691 3.511 6.856 9.619 3.481 7.266

-Sample Size 2134 12134 12134 12134 12134 12134 12134 12134 12134

* = Signifikan pada 10% (p < 0.10)

** = Significant pada 5% (p < 0.05)

*** = Significant pada 1% (p < 0.01)

Source (s): created by authors 2025

However, its effect on ROE is not statistically significant. In contrast, the social and governance components do not demonstrate a consistent significant
effect across the three financial performance proxies, indicating that their direct contribution remains limited in this model specification. These findings
partially support stakeholder theory, which posits that firms engaging in environmental responsibility are more likely to gain legitimacy and trust from
stakeholders, ultimately improving firm performance. Environmental initiatives are often more observable and measurable, thereby generating more
immediate economic benefit compared to social and governance practices. Table 7 (Model 2) introduces financial slack and ESG regulatory compliance as
additional independent variables. The results reveal that neither FS nor R has a statistically significant direct effect on financial performance across most
specifications.

Table 8 (Model 3) presents the full model incorporating interaction terms, providing insight into the moderating roles of FS and R. The results demonstrate
heterogeneuos moderating effect across ESG components. For the environmental dimension, the interaction between environmental score and financial
slack (FS) shows a positive and significant impact of environmental performance on profitability. However, this interaction is not significant for ROE and
Tobin Q. Additionally, the interaction between environmental score and regulatory compliance (ER) is positive and significant for both ROA (β = 0.112, p < 
0.05) and ROE (β = 0.294, p < 0.01), suggesting that regulatory frameworks reinforce the effectiveness of environmental initiatives in improving accounting-
based performance.
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Table 8
Direct Effect Estimation of ESG Components

  Environmental Social Governance

ROA ROE Tobin-Q ROA ROE Tobin-Q ROA ROE Tobin-Q

Constant -5.604 -72.306 -2.594 2.070 -48.462 -1.671 5.288 -44.983 -1.725

  (0.777) (-1.189) (0.616) (0.923) (0.396) (0.757) (0.791) (0.435) (0.749)

Score -0.026 -0.176 0.018 -0.051** -0.214** 0.015 -0.075* -0.004 -0.002

  (1.110) (0.010) (0.219) (0.041) (0.031) (0.561) (0.055) (0.458) (0.670)

FS 0.294*** -0.106 0.003 -0.165 -0.268 -0.029 -0.049 0.462 0.040

  (0.018) (0.726) (0.928) (0.347) (0.641) (0.446) (0.874) (0.589) (0.713)

R -3.623*** -12.708*** 0.225 -3.457** -13.948** 0.381 -8.246** -14.711 0.462)

  (0.011) (0.000) (0.498) (0.025) (0.020) (0.329) (0.049) (0.224) (0.690)

Score*FS 0.017*** 0.007 -0.006 0.016 0.017 0.011 0.007 -0.002 0.040

  (0.018) (0.850) (0.851) (0.275) (0.685) (0.537) (0.843) (0.573) (0.713)

Score*R 0.112*** 0.294*** -0.001 .115*** 0.357*** -0.003 0.114** 0.168 -0.002

  0.011 (0.000) (0.865) (0.015) (0.012) (0.530) (0.044) (0.289) (0.786)

Size -0.308** -0.709* -0.237*** -0.251** -0.577*** -0.221*** -0.261* -0.552 -0.205***

  (0.022) (0.067) (0.000) (0.047) (0.008) (0.000) (0.055) (0.140) (0.000)

Growth 4.217*** 5.729*** 0.165 4.281*** 5.701*** 0.171 .230*** 5.759*** -0.150

  (0.000) (0.000) (0.267) (0.000) (0.007) (0.249) (0.000) (0.000) (0.254)

InGDP 0.593 3.652* 0.265 0.325 2.757 0.223 0.366 2.638 0.238

  (0.364) (0.083) (0.187) 0(.653) (0.182) (0.263) (0.612) (0.184) (0.234)

Voice -0.570 -4.179 -0.217 -0.307 -3.509 -0.206 -0.377 -2.784*** -0.360

  (0.561) (0.157) (0.387) (0.688) (0.237) (0.433) (0.612) (0.000) (0.190)

Gov 0.250 6.255*** 0.221 0.195 5.884*** 0.194 0.164 5.735** 0.316

  (0.736) 0.005 (0.274) (0.791) (0.009) (0.292) (0.839) (0.017) (0.130)

Reg -0.671 -0.054 -0.025 -0.741** -0.308 -0.042 -0.753** -0.333 -0.005

  (0.777) (0.958) (0.689) (0.032) (0.667) (0.573) (0.031) (0.736) (0.613)

R 0.260 0.173 0.181 0.240 0.143 0.197 0.233 0.146 0.180

F 10.540 4.346 6.013 8.839 3.802 5.676 8.299 2.983 5.949

Sample Size 2134 2134 2134 2134 2134 2134 2134 2134 2134

* = Signifikan pada 10% (p < 0.10)

** = Significant pada 5% (p < 0.05)

*** = Significant pada 1% (p < 0.01)

For the social component, the interaction between social score and Financial Slack (FS) does not yield significant results across all financial performance
measures. This finding implies that the availability of slack resources does not enhance the financial impact of social initiatives. Conversely, the onteraction
between social score and regulatory compliance (R) is positive and statically siginficant for A (β = 0.115, p < 0.05) and ROE (β = 0.357, p < 0.05), but not for
Tobin Q. Thus suggests that regulatory pressure plays a crucial role in ensuring that social performance transaltes into improved accounting aotcomes,
althoug it may not immediately influence market perceptions. For the governance component, the moderating effects are generally weaker. The interaction
between governance score and Financial Slack (FS) is not statistically significant across all models, indicating the absence of a moderating role. Meanwhile,
the interaction between governance score and regulatory compliance (R) shows a, limited positive effect on ROA (β = 0.114, p < 0.05), but remains
insignificant for ROE and Tobin Q. This suggests that governance improvement may require a longer time horizon to be reflected in financial and market
performance.

ESG Performance during Covid-19 and Post-COVID-19 Period
The additional analysis presented in Table 9 examines the relationship between ESG performance and financial performance across the Covid-19 and post-
Covid-19 periods, revealing important temporal dynamics. The empirical results show that ESG performance has a positive and marginally significant effect
on accounting-based performance during the Covid-19 period, with coefficients of (β = 0.054, p = 0.081) for ROA and (β = 0.145, p = 0.058) for ROE, indicating
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significance at the 10% level. However, in the post-pandemic period, the relationship becomes statistically insignificant, with coefficients of (β = 0.019, p = 
0.746) for ROA and (β = -0.114, p = 0.786) for ROE. For market-based performance (Tobin Q), ESG does not exhibit a statistically significant effect in either
period (β = 0.020, p = 0.116) during Covid-19 and (β = 2.740, p = 0.988) post covid-19.

Further analysis incorporating moderating variables in Table 9 (models 2 and 3) indicates that Financial Slack (FS) does not have a significant direct effect on
financial performance in either period. However, when interaction effects are considered, ESG*FS show a negative and significant impact on ROA during the
Covid-19 period (β = -0.008, p = 0.016), suggesting that excess financial resources may weaken the effectiveness of ESG initiatives in more crisis conditions.
In contrast, ESG regulatory compliance (R) demonstrates a more consistent moderating role. The interaction term ESG*R has a positive and significant effect
on ROA both during Covid-19 (β = 0.176, p = 0.013) and post covid-10 (β = 0.224, p < = 0.023). nevertheless, no significant moderating effect is observed for
Tobin Q in either period.

These findings can be explained through stakeholder theory and legitimacy theory. From a stakeholder theory perspective, firms intensify ESG engagement
during crisis periods to address heightened expectations from stakeholders, thereby improving short-term accounting performance. Meanwhile, legitimacy
theory explains that companies utilize ESG practices as a strategic tool to maintain social legitimacy, particularly under crisis conditions such as the Covid-
19 pandemic. The stronger moderating role of regulatory compliance (R) further supports the notion that institutional pressure enhances firms’ incentives to
align ESG practices with societal expectations. The cross-country analysis presented in Table 10 provides further insights into the heterogeneous impact of
ESG performance on financial performance across six ASEAN Countries During The Covid-19 and post-Covid-19 periods. The findings reveal that the
influence of ESG varies substantially depending on national context, institutional settings, and resource availability.
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Table 9
Regression Results during the COVID-19 and Post-COVID-19 Periods

  Model 1 Model 2 Mod

ROA ROE Tobin-q ROA ROE Tobin-q ROA

  Covid-
19

Pasca
Covid-
19

Covid-
19

Pasca
Covid-
19

Covid-19 Pasca
Covid-19

Covid-
19

Pasca
Covid-
19

Covid-
19

Pasca
Covid-
19

Covid-
19

Pasca
Covid-
19

Covid

Constant -3.785 28.182 -89.859 19.424 0.899 -6.420 -4.900 27.074 -84.160 28.314 1.142 -7.269 -4.40

  (0.881) (0.373) (0.177) (0.867) (0.882) (0.544) (0.845) (0.394) (0.210) (0.784) (0.859) (0.493) (0.85

ESG 0.054* 0.019 0.145* -0.014 0.020 2.740 0.054* 0.021 0.146* -0.032 0.021* 0.012 -0.04

  (0.081) (0.746) (0.058) (0.786) (0.116) (0.988) (0.084) (0.689) (0.056) (0.667) (0.098) (0.857) (0.85

FS             0.022 0.022 -0.043 -0.066 -0.003 0.003 0.94

              (0.784) (0.859) (0.654) (0.738) (0.235) (0.888) (0.00

R             0.175 0.479 -0.928 -3.751 0.078 0.369 -7.62

              (0.847) (0.623) (0.685) (0.265) (0.746) (0.256) (0.01

ESG*FS                         -0.00

                          (0.01

ESG*R                         0.17

                          (0.01

Size -0.317* -0.109 -0.653 -0.579 -0.224*** -0.256*** -0.312* -0.002 -0.676 -0.623 0.251** -0.233* -0.96

  (0.078) (0.233) (0.194) (0.335) (0.000) (0.000) (0.085) (0.251) (0.183) (0.284) (0.020) (0.060) (0.11

Growth 7.292*** -1.145 8.698*** 0.232 0.213 0.142 7.283*** -1.155 8,741*** 0.322 0.214 0.131 7.25

  (0.000) (0.516) (0.000) (0.941) (0.232) (0.598) (0.000) (0.122) (0.000) (0.913) (0.228) (0,631) (0.00

InGDP 0.392 -0.731 3.688 -0.011 0.127 0.422 0.424 -0.734 3.525 -0.166 0.116 0.427 0.54

  (0.659) (0.516) (0.126) (0.986) (0.591) (0.280) 0.634) (0.527) (0.145) (0.976) (0.629) (0.263) (0.53

Voice -0.227 -0.048 -3.976 -3.443 -0.049 -0.141 -0.362 -0.364 -3.232 -1.076 -0.073 -0.366 -0.96

  (0.841) (0.979) (0.187) (0.514) (0.843) (0.770) (0.775) (0.834) (0.359) (0.855) (0.780) (0.489) (0.44

Gov 1.525 -1.281 7.547** 3.478 0.424* -0.005 1.533 -1.260 7.52** 3.716 0.384 -0.028 1.42

  (0.116) (0.240) (0.014) (0.365) (0.091) (0.977) (0.116) (0.231) (0.014) (0.334) (0.198) (0.925) (0.14

Reg -0.634 -1.219 0.338 -1.537 -0.080 -0.054 0.645 -1.260** 0.276 -1.234 -0.067 -0.079 -0.80

  (0.114) (0.746) (0.776) (0.458) (0.380) (0.752) (0.127) (0.042) (0.823) (0.556) (0.460) (0.662) (0.05

R 0.350 0.161 0.198 0.099 0.199 0.199 0.350 0.162 0.199 0.114 0.295 0.189 0.36

F 19.931 2.231 5.625 0.839 5.797 3.731 15.491 1.766 4.415 0.820 4.684 3.054 14.3

Sample
Size

1066 1068 1066 1068 1066 1068 1066 1068 1066 1068 1066 1068 1066

* = Signifikan pada 10% (p < 0.10)

** = Signifikan pada 5% (p < 0.05)

*** = Signifikan pada 1% (p < 0.01)

Source (s): Authors elaboration

In Indonesia and Malaysia, ESG performance and its interaction with Financial Slack (FS) and regulatory complience (R) do not show statistically significant
effects on financial performance in both periods, indicating that ESG practices have not yet translated into measurable financial outcomes in these markets.
In contrast, Thailand exhibits a significant negative relationship between ESG and financial performance (ROA) in the post Covid-19 period (β = -0.188, p = 
0.008), suggesting that ESG investments may impose a short-term cost that outweighs immediate financial benefit. Meanwhile, Singapore demonstrates a
positive and significant moderating effect of regulatory compliance, where the interaction term ESG*R positively affects financial performance in the post-
pandemic period (β = 0.437, p < 0.005). This indicates that strong regulatory frameworks enhance the effectiveness of ESG implementation in improving firm
performance.
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Table 10
Regression Results of ESG Performance on Finansial

  Indonesia Malaysia Thailand Singapura Vietnam Philipine

Covid-
19

(2020–
2022)

Pasca
Covid-
19

(2023–
2024)

Covid-
19

(2020–
2021)

Pasca
Covid-
19

(2022–
2024)

Covid-
19

(2020–
2021)

Pasca
Covid-
19

(2022–
2024)

Covid-
19

(2020–
2022)

Pasca
Covid-19

(2023–
2024)

Covid-
19

(2020–
2022)

Pasca
Covid-
19

(2023–
2024)

Covid-
19

(2020–
2022)

Pasca
Covid-
19

(2023–
2024)

Constant 22,542 6.037 -1.672 14.963 11.645 16.078 7.720 5.254 -48.745 -14.045 -4.943 -7.132

  (0.380) (0.216) (0.924) (0.417) (0.134) (0.025) (0.042) (0.327) (0.689) (0.317) (0.688) (0.879)

ESG -0.311 -0.027 0.075 -0.213 -0.107 -0.188** -0.103 -0.012 1.463 0.634 0.272 0.355

  (0.498) (0.613) (0.853) (0.482) (0.138) (0.008) (0.125) (0.763) (0.575) (0.137) (0.425) (0.896)

FS 0.857 -2.023 1.658* 0.362 -0.515 -1.504 0.092 0.287 10.649* 2.212 4.480** 6.156

  (0.566) (0.114) (0.070) (0.697) (0.693) (0.169) (0.881) (0.781) (0.072) (0.851) (0.012) (0.278)

R -22.246 -10.257 -3.237 -15.493 -1.550 -6.410 3.924 -5.289 33.159 22.980 -10.527 -12.169

  (0.286) (0.118) (0.847) (0.236) (0.753) (0.146) (0.371) (0.254) (0.788) (0.890) (0.359) (0.865)

ESG*FS -0.025 0.0552 -0.040 -0.016 0.024 0.042 -0.003 -0.006 0.362** -0.124 0.006*** -0.006

  (0.981) (0.131) (0.105) (0.796) (0.367) (0.125) (0.843) (0.736) (0.040) (0.700) (0.010) (0.137)

ESG*R 0.587 0.077 0.152 0.329 0.010 0.124 -0.019 0.437*** -0.741 2.087 0.093 0.097

  (0.338) (0.245) (0.669) (0.360) (0.981) (0.149) (0.844) (0.005) (0.780) (0.126) (0.795) (0.956)

R 0.239 0.216 0.229 0.123 0.175 0.231 0.288 0.367 0.939 0.037 0.466 0.576

F 3.421 1.598 1.914 0.598 0.957 1.992 3.725 5.298 11.435 (5.227) 7.048 3.112

Sample
Size

308 189 199 333 164 284 244 175 15 12 136 75

* = Signifikan pada 10% (p < 0.10)

** = Signifikan pada 5% (p < 0.05)

*** = Signifikan pada 1% (p < 0.01)

ROA

Source (s)

created by authors 2025

Furthermore, in Vietnam and the Philippines, Financial Slack (FS) plays a more prominent role. In Vietnam, FS shows a positive effect (β = 10.649, p = 0.071),
and the interaction ESG*FS is also positive and significant (β = 0.362, p = 0.040). Similarly, in the Philippines, FS has a strong positive effect (β = 4.480, p = < 
0.01), and ESG*FS is also significant (β = 0.006, p = 0.010). These findings suggest that firms with greater financial slack are better able to leverage ESG
initiatives to enhance financial performance.

ESG Analysis Based on Percentile Distribution
Drawing on stakeholder theory and legitimacy theory, this additional analysis examines whether the impact of ESG performance on financial outcomes varies
across firm percentile group, as presented in Table 11. The result from model 1 indicates that ESG has a statistically significant positive effect on ROA in the
upper percentile group < 75 (β = 0.164, p = 0.034) and ROE in the middle to lower percentile group (β = 0.306, p = 0.087), suggesting that firms with stronger
ESG performance tend to achieve higher profitability, particularly when stakeholder expectations are more pronounced. However, ESG does not significantly
influence Tobin Q across all percentile groups, implying that market valuation does not immediately internalize ESG improvement.
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Table 11
Percentile Model 1

Model 1 < 25 25–75 > 75

ROA ROE Tobin-Q ROA ROE Tobin-Q ROA ROE Tobin-Q

Constant -63.343 -58.341 -17.716 47.558 -130.357 14.481 -73.105 -28.170 -15.929

  (0.086) (0.572) (0.248) (0.082) (0.148) (0.022) (0.071) (0.277) (0.093)

ESG -0.034 0.136 -0.007 0.043 -0.023 0.021 0.164** 0.306* 0.020

  (0.459) (0.517) (0.713) (0.617) (0.886) (0.444) (0.034) (0.087) (0.549)

Size 0.124 0.288 -0.314** -0.565** -0.812 -0.201*** -0.252 -0.818 -0.079*

  (0.656) (0.676) (0.010) (0.015) (0.232) (0.000) (0.249) (0.489) (0.097)

Growth 4.857*** 10.988*** 0.331 4.270** 0.611 0.031 3.515*** 9.654*** 0.235

  (0.000) (0.000) (0.375) (0.010) (0.819) (0.876) (0.000) (0.004) (0.339)

InGDP 2.442* 2.078 0.878 -1.306 5.541* -0.328* 2.740* 1.375 0.655

  (0.082) (0.576) (0.117) (0.174) (0.089) (0.096) (0.070) (0.178) (0.177)

Voice -4.945** -6.646 -0.256 1.253 -10.506** 0.098 2.930* 8.878** -0.424

  (0.016) (0.158) (0.629) (0.365) (0.018) (0.772) (0.089) (0.037) (0.262)

Gov 0.897 2.459 0.324 -0.951 9.087** -0.107 0.952 -0.649 0.643*

  (0.570) (0.557) (0.615) (0.315) (0.019) (0.543) (0.437) (0.853) (0.059)

Reg 1.522** 2.118 0.060 -1.504** -0.018 -0.184** -0.766 -2.030 0.117

  (0.037) (0.258) (0.863) (0.039) (0.994) (0.050) (0.314) (0.164) (0.555)

R 0.257 0.253 0.215 0.252 0.257 0.269 0.294 0.260 0,166

F 5.842 3.733 2.699 7.790 7.727 8.914 5.320 4.090 1,546

Sample Size 520 520 520 1056 1056 1056 558 558 558

* = Signifikan pada 10% (p < 0.10)

** = Signifikan pada 5% (p < 0.05)

*** = Signifikan pada 1% (p < 0.01)

Source (s): created by authors 2025

Table 11 reports the baseline regression results (Model 1). The results indicate that ESG has a statistically significant positive effect. Table 12 reports the
estimation results of Model 1, which incorporates Finansial Slack (FS) and ESG regulatory compliance (R) as additional explanatory variables.
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Table 12
Percentile Model 2

Model 2 < 25 25–75 > 75

ROA ROE Tobin-Q ROA ROE Tobin-Q ROA ROE Tobin-Q

Constant -62.813 -51.539 -28.135 49.314 -119.122 14.032 -74.172 -18.658 -11.291

  (0.067) (0.266) (0.262) (0.087) (0.173) (0.015) (0.077) (0.838) (0.134)

ESG -0.017 0.199 -0.005 0.038 -0.008 0.121 0.163 0.219 0.019

  (0.372) (0.615) (0.865) (0.676) (0.104) (0.442) (0.889) (0.082) (0.889)

FS 0.178 0.347 -0.192 0.019 -0.082 -0.015 -0.052 -0.058 -0.002

  (0.195) (0.385) (0.581) (0.390) (0.209) (0.536) (0.568) (0.115) (0.477)

R -0.457 -2.631 0.187 0.108 -2.718 0.120 0.951 0.083 0.040

  (0.697) (0.198) (0.197) (0.349) (0.401) (0.392) (0.453) (0.985) (0.191)

Size 0.184 0.358 -0.345*** -0.536** -0.841 -0.104*** -0.251 -0.911 -0.012

  (0.126) (0.620) (0.000) (0.017) (0.390) (0.000) (0.229) (0.194) (0.778)

Growth 4.818** 1.110** 0.312 4.266*** 0.671 0.026 3.156** 8.178** 0.177

  (0.019) (0.010) (0.389) (0.009) (0.901) (0.931) (0.020) (0.050) (0.276)

InGDP 2.310* 1.971 0.887 -1.119 5.361* -0.348* 2.760* 1.155 0.614*

  (0.087) (0.599) (0.114) (0.184) (0.098) (0.100) (0.075) (0.761) (0.093)

Voice -4.733** -5.181* -0.184 1.035 -8.883* -0.023 2.178 9.064* -0.388

  (0.019) (0.099) (0.195) (0.715) (0.077) (0.108) (0.312) (0.084) (0.425)

Gov 0.988 2.821 0.298 -0.925 9.096** -0.024*** 0.887 -0.788 0.178*

  (0.537) (0.418) (0.646) (0.318) (0.014) (0.009) (0.540) (0.822) (0.070)

Reg 1.399 1.657 0.019 -1.552*** 0.042*** -0.194* -0.774 -2.698 0.098

  (0.198) (0.389) (0.771) (0.000) (0.000) (0.083) (0.315) (0.157) (0.624)

R 0.312 0.256 0.267 0.254 0.155 0.271 0.298 0.170 0.190

F 4.720 3.076 2.149 6.117 2.099 7.040 4.196 3.187 1.227

Sample Size 520 520 520 1056 1056 1056 558 558 558

* = Signifikan pada 10% (p < 0.10)

** = Significant pada 5% (p < 0.05)

*** = Significant pada 1% (p < 0.01)

Source (s): created by authors 2025

Model 2 (Table 12) shows that Financial Slack (FS) and regulatory compliance (R) do not exhibit significant direct effects on financial performance across all
percentile groups, indicating limited standalone explanatory power. In contrast, Model 3 (Table 13) reveals significant moderating effects. Specifically, the
interaction between ESG and FS negatively affects ROA in the middle percentile group (β = -0.106, p = 0.020), while ESG*R negatively influences ROA (β =
-0.173, p = 0.048) and positively affects ROE (β = 1.168, p = 0.062). In the upper percentile group, ESG*R positively impacts ROA (β = 0.558, p = 0.011).

Table 13 presents Model 3, which includes the interaction terms between ESG and Finansial Slack (ESG*FS) as well as ESG and regulatory compliance
(ESG*R) to examine the moderating effects.
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Table 13
Percentile Model 3

Model 3 < 25 25–75 > 75

ROA ROE Tobin-Q ROA ROE Tobin-Q ROA ROE Tobin-Q

Constant -27.198 -25.198 -17.108 38.310 -37.019 -1.947 -36.190 20.478 18.772

  (0.231) (1.727) (0.474) 0.072 (0.192) (0.711) (0.384) (0.811) (0.537)

ESG -0.354 -0.019 0.044 -0.079 -1.077* 0.021 -0.241* -0.166 0.051

  (0.898) (0.199) (0.752) (0.675) (0.065) (0.282) (0.051) (0.569) (0.619)

FS 3.195 5.496 0.101 0.877** -1.249 0.020 -4.209* -1.065 1.093

  (0.173) (0.103) (0.430) (0.019) (0.451) (0.101) (0.059) (0.843) (0.743)

R -24.109 -18.381 0.598 -6.381 -8.039 0.482 -28.780** -26.902** -1.104

  (0.128) (0.458) (0.881) (0.372) (0.203) (0.442) (0.010) (0.045) (0.772)

ESG*FS -0.207 -0.154 -0.004 -0.106** 0.033 -0.202 0.079* 0.037 -0.028

  (0.196) (0.198) (0.398) (0.020) (0.291) (0.815) (0.061) (0.855) (0.597)

ESG*R 0.685 0.447 -0.132 -0.173** 1.168* -0.026 0.558** 0.197 0.016

  (0.524) (0.524) (0.918) (0.048) (0.062) (0.103) (0.011) (0.230) (0.913)

Size 0.194 0.282* -0.196** -0.550** -0.102 -0.249*** -0.245 0.947 -0.107

  (0.130) (0.100) (0.020) (0.010) (0.155) (0.000) (0.258) (0.178) (0.297)

Growth 2.394 10.403** 0.319 4.194*** 0.635* 0.171 3.619*** 8.782*** 1.116*

  (0.593) (0.019) (0.395) (0.000) (0.084) (0.250) (0.000) (0.000) (0.059)

InGDP 4.619** 1.459 0.834 -1.269 5.634* 0.226 2.204 0.575 -0.664

  (0.048) (0.699) (0.139) (0.194) (0.084) (0.260) (0.129) (0.885) (0.523)

Voice -4.311 -4.794 -0.106 0.866 -3.319* -0.211 2.754 9.858* 1.123

  (0.372) (0.346) (0.693) (0.567) (0.063) (0.467) (0.194) (0.062) (0.394)

Gov 0.575 2.365 0.265 -0.966 9.016** 0.184 0.198 -1.101 1.158

  (0.585) (0.585) (0.696) (0.104) (0.013) (0.371) (0.191) (0.305) (0.214)

Reg 1.446* 1.627 0.081 -1.549*** -0.030 -0.064 -0.977 -2.598* 0.228

  (0.084) (0.130) (0.101) (0.000) (0.999) (0.558) (0.105) (0.090) (0.641)

R 0.361 0.266 0.301 0.262 0.170 5.740 0.347 0.279 0.335

F 5.197 2.727 1.403 5.359 2.090 0.197 4.961 3.017 1.493

Sample Size 520 520 520 1056 1056 1056 558 558 558

* = Signifikan pada 10% (p < 0.10)

** = Significant pada 5% (p < 0.05)

*** = Significant pada 1% (p < 0.01)

Source (s): created by authors 2025

Discussion
This study reveals that ESG performance has a positive and statistically significant effect on accounting-based financial performance (ROA), while its effects
on ROE and Tobin’Q are nit statically significant. This suggests that the benefit of ESG is primarily reflected in operational efficiency rather than market
valuation. From a theoretical perspective, this finding is consistent with stakeholder theory, which argues that firms integrating stakeholder interests are
more likely to achieve improved efficiency, reduced operational risk, and enhanced corporate reputation. These mechanisms collectively improve asset
utilization efficiency, which is ultimately reflected in higher ROA. However, the absence of a significant relationship between ESG and Tobin’s Q contradicts
the traditional shareholder-value perspective and several prior studies that argue ESG should enhance firm valuation. Thus discrepency suggests that capital
markets in ASEAN countries have not fully incorporated ESG-related information into valuation processes. It indicates the presence of information
asymmetry and valuation lag in emerging markets, where investors still prioritize short-term financial indicators over sustainability-related disclosures.

Furthermore, the findings strongly support legitimacy theory, which posits that firms adopt ESG practices to gain legitimacy from external stakeholders and
society. The moderating effect of ESG regulatory complieance of ESG implementation. In this context, regulation functions not only as a compliance
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mechanism but also as a legitimacy signal that enhances stakeholder trust and improves firms' performance through reputation benefits and reduced
perceived risk. The moderating role of financial slack indicates that the availability of internal resources does not automatically enhance the effectiveness of
ESG implementation. Instead, the results suggest that firms may not always translate excess resources into productives sustainability investments. This
implies that the effectiveness of ESG is not only determined by resources availability but also by hor strategically firms prioritize and allocate those resources
within their sustainability agenda. The analysis of ESG components further reveals that only the environmental dimension consistently has a significant
positive effect on financial performance. This can be explained through a stakeholder visibility mechanism, where environmental issues attract stronger
public attention, regulatory scrutiny, and stkeholders presure compared to social and governance aspects, consequenly, environemnetal perforamnce is more
likely to generate immediate reputation gains and operational efficiencies.

The Covid-19 anaylsis demonstartes that that ESG performance is more effective during crisis periods but becomes insignificant in the post-pandemic
period. This suggests that ESG functions as areselience mechanism under uncertainty. During crisis conditions, stakeholders place greater emphasis on
corporate responsibility and sustainability practices, making ESG an important tool for maintaining legitimacy and stability. However, once economic
conditions stabilize, attention shifts back to traditional financial performance indicators. Cross-country differences further highlight strong institutional
heterogeneity across ASEAN economies. Countries with stronger regulatory frameworks, such as Singapore, exhibit more significant ESG-performance
relationships, while countries with weaker institutional environments, such as Indonesia and Malaysia, show limited effect. These findings reinforce
legitimacy theory, emphasizing that the effectiveness of ESG practices depends heavily on institutional strength and regulatory enforcement. Additionally, in
countries such as Vietnam and Philiphine, internal resources appear more relevant in supporting ESG outcomes, suggesting that contextual factors shape
how firms translate resources into sustainability performance.

The main contribution of this study lies in three aspects. First, it provides empirical evidence from ASEAN markets, an underexplored context in global ESG
literature. Second, it integrates ESG regulatory compliance and financial slack as contextual factors influencing ESG effectiveness. Third, it demonstrates the
dynamic nature of ESG impact across crisis and non crisis period as well as across heterogeneous institutional environments. According to this study
contrubutes to the ESG literature and offers implications for policymakers and corporate managers in designing sustainability strategies that are aligned with
institutional conditions and stakeholders' expectations.

Conclusions
This study investigates the relationship between ESG performance and financial performance using a sample of 5,356 non-financial firms in ASEAN over the
2020–2024 period (2.134 firm-year observations). By employing robustness and addtional test, including Covid-19, across countries, and percentile analyses,
the findings provide consistent evidence that ESG performance influences corporate financial outcomes. First, ESG performance has a positive effect on
financial performance, particularly on ROA and ROE, indicating that firms adopting environmental, social, and governance practices achieve higher
operational efficiency and profitability. This supports stakeholder theory, which posits that a firm creating value for stakeholders can enhance overall firm
performance. Second, Financial Slack (FS) does not strengthen the ESG-Financial performance relationship. Instead, the interaction term (ESG*FS) tends to
weaken ESG effectiveness, suggesting that excess financial resources reduce managerial discipline in allocating resources efficiently. This implies that ESG
practices under slack conditions are more legitimacy-driven rather than value-creating.

Third, ESG regulations compliance (R) considerably strengthens the relationship between ESG performance and financial performance. Firms with higher
compliance benefit from improved financial outcomes, reduced risk exposure, and stronger investor confidence. This finding aligns with legitimacy theory,
where firms seek conformity with regulatory expectations to gain social acceptance and economic benefit. Fourth, during the Covid-19 period, ESG,
particularly when supported by regulatory complience has a stronger impact on ROA and ROE. However, in the post pandemic period, this effect becomes
insignificant, reflecting a shift in corporate priorities toward recovery and operational stabilization. Fifth percentile analysis shows a heterogeneous effect.
Firms in the high ESG group (> 75 percentile) experience the strongest financial benefit, while firms in the middle group (25–75 percentile) begin to benefit
from regulatory support. Firms in the lower percentile (< 25) do not exhibit a significant ESG effect, indicating limited capability to leverage ESG practices
without external support.

Sixth, cross-country analysis reveals that Singapore stands out, where ESG regulatory complieance strengthen the ESG-ROA relationship in the post-
academic period. In contrast, Indonesia, Malaysia, Thailand, Vietnam, and the Philippines show largely insignificant results, reflecting structural challenges
such as limited ESG infrastructure and reliance on traditional sectors. Seventh, further percentile-based interaction anaylysis confirm that regulatory
complieance strengthen ESG impact in high-performing firms, while financial slack weakens ESG effectiveness in mid-level firms. Low ESG firms remain
unaffected due to limited strategic integration. Finally, among ESG components, the environmental dimension shows a significant positive impact on
financial performance, while the social and governance dimensions are not significant. This suggests that environmental initiatives provide more direct
economic benefit, whereas social and governance practices may require longer time horizons to generate measurable financial returns.

Declarations

Author Contribution
All authors have made substantial contributions to the conception and design of the study, data collection, analysis, and interpretation of results. All authors
have been involved in drafting and revising the manuscript critically for important intellectual content and have approved the final version for publication. The
authors collectively take full responsibility for the accuracy, reliability, and integrity of the research.

Page 23/28



Acknowledgement
The authors would like to thank all participants who supported this research.

References
1. Adu, D. A., Flynn, A., & Grey, C. (2023). Carbon performance, financial performance and market value: The moderating effect of pay incentives. Business

Strategy and the Environment, 32(4), 2111–2135. doi:https://doi.org/10.1002/bse.3239

2. Ahmad, N., Mobarek, A., & Roni, N. N. (2021). Revisiting the impact of ESG on financial performance of FTSE350 UK firms: Static and dynamic panel data
analysis. Cogent Business & Management, 8(1), 1900500. doi:https://doi.org/10.1080/23311975.2021.1900500

3. Ahmar, N., Al Rahmah, L., & Darminto, D. P. (2024). Green banking disclosure from the perspective of corporate governance, financial slack and human
resource slack in Indonesia. Banks and Bank Systems, 19(2), 101. doi:DOI:10.21511/bbs.19(2).2024.08

4. Al Amosh, H., Khatib, S. F., & Ananzeh, H. (2023). Environmental, social and governance impact on financial performance: evidence from the Levant
countries. Corporate Governance: The International Journal of Business in Society, 23(3), 493–513. doi:https://doi.org/10.1108/CG-03-2022-0105

5. Alareeni, B. A., & Hamdan, A. (2020). ESG impact on performance of US S&P 500-listed firms. Corporate Governance: The International Journal of Business
in Society, 20(7), 1409–1428. doi:https://doi.org/10.1108/CG-06-2020-0258

6. Albitar, K., Hussainey, K., Kolade, N., & Gerged, A. M. (2020). ESG disclosure and firm performance before and after IR: The moderating role of
governance mechanisms. International Journal of Accounting & Information Management, 28(3), 429–444. doi:https://doi.org/10.1108/IJAIM-09-2019-
0108

7. Ali Imran, Z., Ejaz, A., Spulbar, C., Birau, R., & Rao Nethravathi, P. S. (2020). Measuring the impact of governance quality on stock market performance in
developed countries. Economic research-Ekonomska istraživanja, 33(1), 3406–3426. doi:https://doi.org/10.1080/1331677X.2020.1774789

8. Alsayegh, M. F., Abdul Rahman, R., & Homayoun, S. (2020). Corporate economic, environmental, and social sustainability performance transformation
through ESG disclosure. Sustainability, 12(9), 3910. doi:https://doi.org/10.3390/su12093910

9. Arayssi, M., Jizi, M., & Tabaja, H. H. (2020). The impact of board composition on the level of ESG disclosures in GCC countries. Sustainability Accounting,
Management and Policy Journal, 11(1), 137–161. doi:https://doi.org/10.1108/SAMPJ-05-2018-0136

10. Aris, N. M., Yusof, S. M., Idris, N., Zaidi, N. S., & Anuar, R. (2021). Analysis of firms’ characteristics affecting the sustainability reporting disclosure in
Malaysia. International Journal of Academic Research in Business and Social Sciences, 11(14), 1–20. doi:http://dx.doi.org/10.6007/IJARBSS/v11-
i14/8325

11. Aslam, S., Elmagrhi, M. H., Rehman, R. U., & Ntim, C. G. (2021). Environmental management practices and financial performance using data envelopment
analysis in Japan: The mediating role of environmental performance. Business strategy and the environment, 30(4), 1655–1673.
doi:https://doi.org/10.1002/bse.2700

12. Atan, R., Alam, M. M., Said, J., & Zamri, M. (2018). The impacts of environmental, social, and governance factors on firm performance: Panel study of
Malaysian companies. Management of Environmental Quality: An International Journal, 29(2), 182–194. doi:https://doi.org/10.1108/MEQ-03-2017-0033

13. Aulia, A., Febriyanti, F., & Umi, L. P. (2023). Trend analysis of ESG disclosure on green finance performance in Indonesia, Malaysia & Singapore
Exchanges. Jurnal Akuntansi: Kajian Ilmiah Akuntansi (JAK, 10 (1). doi:http://doi.org/10.30656/Jak.V10i1.5439

14. Aulia, A., Sukmadilaga, C., Avianti, I., & Rosdini, D. (2024). Do or Don’t: Focus on Critical Issues of Environmental Social Governance Disclosure in Singapore,
Malaysia, and Indonesia. Paper presented at the SHS Web of Conferences.

15. Baucal, A., Jošić, S., Ilić, I. S., Videnović, M., Ivanović, J., & Krstić, K. (2023). What makes peer collaborative problem solving productive or unproductive: A
qualitative systematic review. Educational Research Review, 41, 100567. doi:https://doi.org/10.1016/j.edurev.2023.100567

16. Bensouda, M., & Benali, M. (2022). Overcoming risk aversion regarding energy efficiency practices through mimetic pressure and financial slack:
Findings from the Moroccan manufacturing sector. Sustainability, 14(23), 16261. doi:https://doi.org/10.3390/su142316261

17. Birindelli, G., Dell’Atti, S., Iannuzzi, A. P., & Savioli, M. (2018). Composition and activity of the board of directors: Impact on ESG performance in the
banking system. Sustainability, 10(12), 4699. doi:https://doi.org/10.3390/su10124699

18. Boulanouar, Z., Alqahtani, F., & Hamdi, B. (2021). Bank ownership, institutional quality and financial stability: evidence from the GCC region. Pacific-Basin
finance journal, 66, 101510. doi:https://doi.org/10.1016/j.pacfin.2021.101510

19. Broadstock, D. C., Chan, K., Cheng, L. T., & Wang, X. (2021). The role of ESG performance during times of financial crisis: Evidence from COVID-19 in
China. Finance research letters, 38, 101716. doi:https://doi.org/10.1016/j.frl.2020.101716

20. Brogi, M., & Lagasio, V. (2019). Environmental, social, and governance and company profitability: Are financial intermediaries different? Corporate Social
Responsibility and Environmental Management, 26(3), 576–587. doi:https://doi.org/10.1002/csr.1704

21. Chen, L., Li, T., Jia, F., & Schoenherr, T. (2023). The impact of governmental COVID-19 measures on manufacturers' stock market valuations: the role of
labor intensity and operational slack. Journal of Operations Management, 69(3), 404–425. doi:https://doi.org/10.1002/joom.1207

22. Chen, S., Song, Y., & Gao, P. (2023). Environmental, social, and governance (ESG) performance and financial outcomes: Analyzing the impact of ESG on
financial performance. Journal of environmental management, 345, 118829. doi:https://doi.org/10.1016/j.jenvman.2023.118829

23. Chen, Z., & Xie, G. (2022). ESG disclosure and financial performance: Moderating role of ESG investors. International Review of Financial Analysis, 83,
102291. doi:https://doi.org/10.1016/j.irfa.2022.102291

24. Clarkson, P. M., Li, Y., Richardson, G. D., & Vasvari, F. P. (2011). Does it really pay to be green? Determinants and consequences of proactive environmental
strategies. Journal of accounting and public policy, 30(2), 122–144. doi:https://doi.org/10.1016/j.jaccpubpol.2010.09.013

Page 24/28



25. Cortez, M. C., Andrade, N., & Silva, F. (2022). The environmental and financial performance of green energy investments: European evidence. Ecological
economics, 197, 107427. doi:https://doi.org/10.1016/j.ecolecon.2022.107427

26. Cucari, N., Esposito De Falco, S., & Orlando, B. (2018). Diversity of board of directors and environmental social governance: Evidence from Italian listed
companies. Corporate Social Responsibility and Environmental Management, 25(3), 250–266. doi:https://doi.org/10.1002/csr.1452

27. Daniel, F., Lohrke, F. T., Fornaciari, C. J., & Turner Jr, R. A. (2004). Slack resources and firm performance: a meta-analysis. Journal of Business Research,
57(6), 565–574. doi:https://doi.org/10.1016/S0148-2963(02)00439-3

28. Danso, A., Adomako, S., Amankwah-Amoah, J., Owusu‐Agyei, S., & Konadu, R. (2019). Environmental sustainability orientation, competitive strategy and
financial performance. Business strategy and the environment, 28(5), 885–895. doi:https://doi.org/10.1002/bse.2291

29. DasGupta, R. (2022). Financial performance shortfall, ESG controversies, and ESG performance: Evidence from firms around the world. Finance research
letters, 46, 102487. doi:https://doi.org/10.1016/j.frl.2021.102487

30. De Silva Lokuwaduge, C., & De Silva, K. (2020). Emerging corporate disclosure of environmental social and governance (ESG) risks: An Australian study.
Australasian Accounting, Business and Finance Journal, 14(2), 35–50. doi:http://dx.doi.org/10.14453/aabfj.v14i2.4

31. Delmas, M., & Toffel, M. W. (2004). Stakeholders and environmental management practices: an institutional framework. Business strategy and the
environment, 13(4), 209–222. doi:https://doi.org/10.1002/bse.409

32. Disli, M., Yilmaz, M. K., & Mohamed, F. F. M. (2022). Board characteristics and sustainability performance: empirical evidence from emerging markets.
Sustainability Accounting, Management and Policy Journal, 13(4), 929–952. doi:https://doi.org/10.1108/SAMPJ-09-2020-0313

33. Duque-Grisales, E., & Aguilera-Caracuel, J. (2021). Environmental, Social and Governance (ESG) Scores and Financial Performance of Multilatinas:
Moderating Effects of Geographic International Diversification and Financial Slack: E. Duque-Grisales, J. Aguilera-Caracuel. Journal of business ethics,
168(2), 315–334. doi:https://doi.org/10.1007/s10551-019-04177-w

34. Eliwa, Y., Aboud, A., & Saleh, A. (2021). ESG practices and the cost of debt: Evidence from EU countries. Critical perspectives on accounting, 79, 102097.
doi:https://doi.org/10.1016/j.cpa.2019.102097

35. Famiyeh, S., Adaku, E., Amoako-Gyampah, K., Asante-Darko, D., & Amoatey, C. T. (2018). Environmental management practices, operational
competitiveness and environmental performance: empirical evidence from a developing country. Journal of Manufacturing Technology Management,
29(3), 588–607. doi:https://doi.org/10.1108/JMTM-06-2017-0124

36. Fuadah, L. L., Mukhtaruddin, M., Andriana, I., & Arisman, A. (2022). The ownership structure, and the environmental, social, and governance (ESG)
disclosure, firm value and firm performance: the audit committee as moderating variable. Economies, 10(12), 314.
doi:https://doi.org/10.3390/economies10120314

37. Garrido-Merchán, E. C., González Piris, G., & Coronado Vaca, M. (2023). Bayesian optimization of ESG (Environmental Social Governance) financial
investments. Environmental Research Communications, 5(5), 055003. doi:10.1088/2515-7620/acd0f8

38. Gholami, A., Murray, P. A., & Sands, J. (2022). Environmental, social, governance & financial performance disclosure for large firms: is this different for
SME firms? Sustainability, 14(10), 6019. doi:https://doi.org/10.3390/su14106019

39. Giannopoulos, G., Kihle Fagernes, R. V., Elmarzouky, M., & Afzal Hossain, K. A. B. M. (2022). The ESG disclosure and the financial performance of
Norwegian listed firms. Journal of Risk and Financial Management, 15(6), 237. doi:https://doi.org/10.3390/jrfm15060237

40. Gregory, R. P. (2024). The influence of firm size on ESG score controlling for ratings agency and industrial sector. Journal of Sustainable Finance &
Investment, 14(1), 86–99. doi:https://doi.org/10.1080/20430795.2022.2069079

41. Gutiérrez-Ponce, H., & Wibowo, S. A. (2024). Do sustainability practices contribute to the financial performance of banks? An analysis of banks in
Southeast Asia. Corporate Social Responsibility and Environmental Management, 31(2), 1418–1432. doi:https://doi.org/10.1002/csr.2641

42. Handoyo, S., & Anas, S. (2024). The effect of environmental, social, and governance (ESG) on firm performance: the moderating role of country regulatory
quality and government effectiveness in ASEAN. Cogent Business & Management, 11(1), 2371071. doi:https://doi.org/10.1080/23311975.2024.2371071

43. Heras-Saizarbitoria, I., Boiral, O., & Díaz de Junguitu, A. (2020). Environmental management certification and environmental performance: Greening or
greenwashing? Business Strategy and the Environment, 29(6), 2829–2841. doi:https://doi.org/10.1002/bse.2546

44. Ioannou, I., Kassinis, G., & Papagiannakis, G. (2023). The impact of perceived greenwashing on customer satisfaction and the contingent role of
capability reputation. Journal of Business Ethics, 185(2), 333–347. doi:https://doi.org/10.1007/s10551-022-05151-9

45. Ismail, N., Anridho, N., ISA, M. A., RAHMAN, N. H. A., & Ismail, N. (2022). Corporate Sustainability and Firms' Financial Performance: Evidence from
Malaysian and Indonesian Public Listed Companies. International Journal of Economics & Management, 16(2). doi:http://doi.org/10.47836/ijeam.16.2.05

46. Jasni, N. S., Yusoff, H., Zain, M. M., Md Yusoff, N., & Shaffee, N. S. (2020). Business strategy for environmental social governance practices: evidence
from telecommunication companies in Malaysia. Social Responsibility Journal, 16(2), 271–289. doi:https://doi.org/10.1108/SRJ-03-2017-0047

47. Kaakeh, M., & Gokmenoglu, K. K. (2022). Environmental performance and financial performance during COVID-19 outbreak: Insight from Chinese firms.
Frontiers in Environmental Science, 10, 975924. doi:https://doi.org/10.3389/fenvs.2022.975924

48. Khan, S. A. R., Razzaq, A., Yu, Z., & Miller, S. (2021). Retracted: Industry 4.0 and circular economy practices: A new era business strategies for
environmental sustainability. Business strategy and the environment, 30(8), 4001–4014. doi:https://doi.org/10.1002/bse.2853

49. Kim, S., & Li, Z. (2021). Understanding the impact of ESG practices in corporate finance. Sustainability, 13(7), 3746.
doi:https://doi.org/10.3390/su13073746

50. Landi, G., & Sciarelli, M. (2019). Towards a more ethical market: the impact of ESG rating on corporate financial performance. Social Responsibility
Journal, 15(1), 11–27. doi:https://doi.org/10.1108/SRJ-11-2017-0254

Page 25/28



51. Latip, M., Sharkawi, I., Mohamed, Z., & Kasron, N. (2022). The impact of external stakeholders’ pressures on the intention to adopt environmental
management practices and the moderating effects of firm size. Journal of Small Business Strategy, 32(3), 45–66.
doi:https://doi.org/10.53703/001c.35342

52. Lavin, J. F., & Montecinos-Pearce, A. A. (2022). Heterogeneous firms and benefits of ESG disclosure: Cost of debt financing in an emerging market.
Sustainability, 14(23), 15760. doi:https://doi.org/10.3390/su142315760

53. Lee, J., Kim, S., & Kim, E. (2022). Environmental responsibility, social responsibility, and governance from the perspective of auditors. International
Journal of Environmental Research and Public Health, 19(19), 12181. doi:https://doi.org/10.3390/ijerph191912181

54. Lee, S.-P., & Isa, M. (2023). Environmental, social and governance (ESG) practices and financial performance of Shariah-compliant companies in
Malaysia. Journal of Islamic Accounting and Business Research, 14(2), 295–314. doi:https://doi.org/10.1108/JIABR-06-2020-0183

55. Ningtyas, H. I. R. (2024). The Impact of Corporate Environmental, Social, and Governance Disclosure on Cash Holdings: Moderating the Influence of
Financial Uncertainty. Jurnal Transparan Institut Teknologi dan Bisnis Yadika, 16(2), 141–151. doi:https://doi.org/10.53567/jtsyb.v16i2.89

56. Octavio, M. F. R., Setiawan, D., Aryani, Y. A., & Arifin, T. (2025). Corporate governance as a driver: Enhancing ESG performance in ASEAN companies.
Business Strategy & Development, 8(2), e70104. doi:https://doi.org/10.21776/ub.apmba.2019.007.03.2

57. Pinheiro, A. B., Panza, G. B., Berhorst, N. L., Toaldo, A. M. M., & Segatto, A. P. (2024). Exploring the relationship among ESG, innovation, and economic and
financial performance: evidence from the energy sector. International Journal of Energy Sector Management, 18(3), 500–516.
doi:https://doi.org/10.1108/IJESM-02-2023-0008

58. Rassiah, P., Nasir, N. M., Subramaniam, R. K., & Saleeth, H. M. (2024). Sustainable environmental management practices: evidence from hotels in
Malaysia. Global Sustainability, 7, e29. doi:https://doi.org/10.1017/sus.2024.28

59. Rumefi, U., Ningtyas, H. I. R., & Maualim, W. (2024). Optimizing Batik MSMEs through the implementation of green economy and sustainable
digitalization. Abdimas: Jurnal Pengabdian Masyarakat Universitas Merdeka Malang, 9(4), 1043–1055. doi:https://doi.org/10.26905/abdimas.v9i4.14086

60. Santos, J. G. C. d., Vasconcelos, A. C. d., & Luca, M. M. M. D. (2024). Financial slack and environmental expenditures: Value relevance in the Brazilian
stock market. Revista Contabilidade & Finanças, 35, e1721. doi:https://doi.org/10.1590/1808-057x20231721.en

61. Saygili, E., Arslan, S., & Birkan, A. O. (2022). ESG practices and corporate financial performance: Evidence from Borsa Istanbul. Borsa Istanbul Review,
22(3), 525–533. doi:https://doi.org/10.1016/j.irfa.2022.102291

62. Shahrun, N. S. B., Ramasamy, S., & Yen, Y. Y. (2023). The effect of environmental, social and governance criteria on the corporate value of listed
companies in Malaysia. Asian Economic and Financial Review, 13(5), 338. doi: DOI:10.55493/5002.v13i5.4782

63. Shahzad, M., Qu, Y., Zafar, A. U., Ding, X., & Rehman, S. U. (2020). Translating stakeholders’ pressure into environmental practices–The mediating role of
knowledge management. Journal of Cleaner Production, 275, 124163. doi:https://doi.org/10.1016/j.jclepro.2020.124163

64. Shakil, M. H., Mahmood, N., Tasnia, M., & Munim, Z. H. (2019). Do environmental, social and governance performance affect the financial performance of
banks? A cross-country study of emerging market banks. Management of Environmental Quality: An International Journal, 30(6), 1331–1344.
doi:https://doi.org/10.1108/MEQ-08-2018-0155

65. Sharma, R. B., Lodha, S., Sharma, A., Ali, S., & Elmezughi, A. M. (2022). Environment, social and governance reporting and firm performance: evidence
from GCC countries. International Journal of Innovative Research and Scientific Studies, 5(4), 419–427. doi:DOI: 10.53894/ijirss.v5i4.1006

66. Shin, J., Moon, J. J., & Kang, J. (2023). Where does ESG pay? The role of national culture in moderating the relationship between ESG performance and
financial performance. International Business Review, 32(3), 102071. doi:https://doi.org/10.1016/j.ibusrev.2022.102071

67. Shobhwani, K., & Lodha, S. (2023). Impact of ESG risk scores on firm performance: An empirical analysis of NSE-100 companies. Asia-Pacific Journal of
Management Research and Innovation, 19(1), 7–18. doi:https://doi.org/10.1177/2319510X231170910

68. Signori, S., San-Jose, L., Retolaza, J. L., & Rusconi, G. (2021). Stakeholder value creation: Comparing ESG and value added in European companies.
Sustainability, 13(3), 1392. doi:https://doi.org/10.3390/su13031392

69. Singhania, M., & Saini, N. (2023). Institutional framework of ESG disclosures: comparative analysis of developed and developing countries. Journal of
Sustainable Finance & Investment, 13(1), 516–559. doi:https://doi.org/10.1080/20430795.2021.1964810

70. Singhania, M., Saini, N., Shri, C., & Bhatia, S. (2024). Cross-country comparative trend analysis in ESG regulatory framework across developed and
developing nations. Management of Environmental Quality: An International Journal, 35(1), 61–100. doi:https://doi.org/10.1108/MEQ-02-2023-0056

71. Sklavos, G., Theodossiou, G., Papanikolaou, Z., Karelakis, C., & Ragazou, K. (2024). Environmental, social, and governance-based artificial intelligence
governance: Digitalizing firms’ leadership and human resources management. Sustainability, 16(16), 7154. doi:https://doi.org/10.3390/su16167154

72. Sultana, S., Zulkifli, N., & Zainal, D. (2018). Environmental, social and governance (ESG) and investment decision in Bangladesh. Sustainability, 10(6),
1831. doi:https://doi.org/10.3390/su10061831

73. Sumarta, N. H., AMIDJAYA, P. G., PRABOWO, M. A., & MULYANINGSIH, T. (2023). Post-Issue of sustainability report: does market valuation improve?
International Journal of Economics & Management, 17(1). doi:http://doi.org/10.47836/ijeam.17.1.06

74. Sun, G., Guo, C., Ye, J., Ji, C., Xu, N., & Li, H. (2022). How ESG contribute to the high-quality development of state-owned enterprise in China: A multi-stage
FsQCA method. Sustainability, 14(23), 15993. doi:https://doi.org/10.3390/su142315993

75. Sunarto, S., AjiRamdhani, I., Oktaviani, R. M., & Jaeni, J. (2021). Profitability, liquidity, size, reputation of public accounting and timeliness reporting financial
statement: an analysis of manufacturing company overview in indonesia. Paper presented at the The 3rd International Conference on Banking, Accounting,
Management and Economics (ICOBAME 2020).

76. Suretno, F., Adrianto, F., & Alfarisi, M. F. (2022). Effect of environment, social and governance disclosure on firm value. JBTI: Jurnal Bisnis: Teori Dan
Implementasi, 13(2), 121–128. doi:https://doi.org/10.18196/jbti.v13i2.14458

Page 26/28



77. Suttipun, M., & Yordudom, T. (2022). Impact of environmental, social and governance disclosures on market reaction: an evidence of Top50 companies
listed from Thailand. Journal of Financial Reporting and Accounting, 20(3–4), 753–767. doi:https://doi.org/10.1108/JFRA-12-2020-0377

78. Tabassam, A. H., & Khan, S. (2021). Corporate governance and firm performance: exploring the mediating role of financial Slack. Journal of Accounting
and Finance in Emerging Economies, 7(2), 511–522. doi:https://doi.org/10.26710/jafee.v7i2.1793

79. Tan, G. K. S. (2022). Assembling sustainability reporting in Singapore. Competition & Change, 26(5), 629–649.
doi:https://doi.org/10.1177/10245294211020624

80. Tian, B., Yu, J., & Gulzar, M. A. (2025). AI-Boosted ESG: transforming enterprise ESG performance through artificial intelligence. Applied Economics, 1–18.
doi:https://doi.org/10.1080/00036846.2025.2517421

81. Ting, I. W. K., Azizan, N. A., Bhaskaran, R. K., & Sukumaran, S. K. (2019). Corporate social performance and firm performance: Comparative study among
developed and emerging market firms. Sustainability, 12(1), 26. doi:https://doi.org/10.3390/su12010026

82. Tista, K. W. N., Rahman, A. F., & Prastiwi, A. (2021). The implications of organizational slack-resources heterogeneity toward csr expenditures. Journal of
Accounting and Investment, 361–374. doi:https://doi.org/10.18196/jai.v22i2.11393

83. Usman, B., & Aksoy, M. (2025). ESG Performance and Financial Performance Relationship During the COVID-19 Pandemic: Evidence From Indonesia
Sustainability, Circular Economy, and Transformation in Organizations (pp. 107–134): IGI Global Scientific Publishing.

84. Uyar, A., Lodh, S., Nandy, M., Kuzey, C., & Karaman, A. S. (2023). Tradeoff between corporate investment and CSR: The moderating effect of financial
slack, workforce slack, and board gender diversity. International Review of Financial Analysis, 87, 102649. doi:https://doi.org/10.1016/j.irfa.2023.102649

85. Veenstra, E. M., & Ellemers, N. (2020). ESG indicators as organizational performance goals: Do rating agencies encourage a holistic approach?
Sustainability, 12(24), 10228. doi:https://doi.org/10.3390/su122410228

86. Velte, P. (2020). Does CEO power moderate the link between ESG performance and financial performance? A focus on the German two-tier system.
Management Research Review, 43(5), 497–520. doi:https://doi.org/10.1108/MRR-04-2019-0182

87. Wang, F., & Sun, Z. (2022). Does the environmental regulation intensity and ESG performance have a substitution effect on the impact of enterprise green
innovation: evidence from China. International Journal of Environmental Research and Public Health, 19(14), 8558.
doi:https://doi.org/10.3390/ijerph19148558

88. Wang, N., Li, D., Cui, D., & Ma, X. (2022). Environmental, social, governance disclosure and corporate sustainable growth: Evidence from China. Frontiers
in Environmental Science, 10, 1015764. doi:https://doi.org/10.3389/fenvs.2022.1015764

89. Wu, S., Li, X., Du, X., & Li, Z. (2022). The impact of ESG performance on firm value: The moderating role of ownership structure. Sustainability, 14(21),
14507. doi:https://doi.org/10.3390/su142114507

90. Wu, Z., & Chen, S. (2024). Does environmental, social, and governance (ESG) performance improve financial institutions’ efficiency? Evidence from China.
Mathematics, 12(9), 1369. doi:https://doi.org/10.3390/math12091369

91. Xiao, J. J., Huang, J., Goyal, K., & Kumar, S. (2022). Financial capability: a systematic conceptual review, extension and synthesis. International Journal of
Bank Marketing, 40(7), 1680–1717. doi:https://doi.org/10.1108/IJBM-05-2022-0185

92. Xie, J., Nozawa, W., Yagi, M., Fujii, H., & Managi, S. (2019). Do environmental, social, and governance activities improve corporate financial performance?
Business strategy and the environment, 28(2), 286–300. doi:https://doi.org/10.1002/bse.2224

93. Ye, J., & Xu, W. (2023). Carbon reduction effect of ESG: Empirical evidence from listed manufacturing companies in China. Frontiers in Ecology and
Evolution, 11, 1311777. doi:https://doi.org/10.3389/fevo.2023.1311777

94. Yingzhao, C., & Hizam-Hanafiah, M. (2024). Relationship between environmental, social and governance and corporate financial performance: A
systematic literature review. Malaysian Journal of Consumer and Family Economics, 32, 574–602. doi:https://doi.org/10.60016/majcafe.v32.22

95. Yoo, S., Keeley, A. R., & Managi, S. (2021). Does sustainability activities performance matter during financial crises? Investigating the case of COVID-19.
Energy policy, 155, 112330. doi:https://doi.org/10.1016/j.enpol.2021.112330

96. Yoo, S., Lee, S., Kim, S., Jang, S., & Cho, D. (2022). Training and development investment and financial performance: The bidirectional relationship and the
moderating effect of financial slack. Human Resource Development Quarterly, 33(2), 115–136. doi:https://doi.org/10.1002/hrdq.21449

97. Yorke, S. M., Donkor, A., & Appiagyei, K. (2023). Experts on boards audit committee and sustainability performance: The role of gender. Journal of cleaner
production, 414, 137553. doi:https://doi.org/10.1016/j.jclepro.2023.137553

98. Yuliana, Y., & Wedari, L. K. (2023). Carbon Performance, Green Strategy, Financial Performance Effect on Carbon Emissions Disclosure: Evidence from
High Polluting Industry in Indonesia. International Journal of Sustainable Development & Planning, 18(5). doi:https://doi.org/10.18280/ijsdp.180529

99. Yunus, Y. A., & Nanda, S. (2024). Exploring sustainable finance: A qualitative inquiry into responsible investment and ESG risk evaluation. Golden Ratio of
Finance Management, 4(1), 01–13. doi:https://doi.org/10.52970/grfm.v4i1.429

100. Zahid, R. A., Khan, M. K., Anwar, W., & Maqsood, U. S. (2022). The role of audit quality in the ESG-corporate financial performance nexus: Empirical
evidence from Western European companies. Borsa Istanbul Review, 22, S200-S212. doi:https://doi.org/10.1016/j.bir.2022.08.011

101. Zahid, R. A., Saleem, A., & Maqsood, U. S. (2023). ESG performance, capital financing decisions, and audit quality: empirical evidence from Chinese state-
owned enterprises. Environmental Science and Pollution Research, 30(15), 44086–44099. doi:https://doi.org/10.1007/s11356-023-25345-6

102. Zahroh, B. M., & Hersugondo, H. (2021). The effect of ESG performance on the financial performance of manufacturing companies listed in the
Indonesian. AFEBI Management and Business Review, 6(2), 129–139. doi:https://doi.org/10.47312/ambr.v6i2.475

103. Zeng, L., & Jiang, X. (2023). ESG and corporate performance: Evidence from agriculture and forestry listed companies. Sustainability, 15(8), 6723.
doi:https://doi.org/10.3390/su15086723

Page 27/28



104. Zhang, Y., Wang, X., Guo, W., Guo, X., Wang, Q., & Tan, X. (2024). Does ESG performance affect the enterprise value of China’s heavily polluting listed
companies? Sustainability, 16(7), 2826. doi:https://doi.org/10.3390/su16072826

105. Zhao, C., Guo, Y., Yuan, J., Wu, M., Li, D., Zhou, Y., & Kang, J. (2018). ESG and corporate financial performance: Empirical evidence from China’s listed
power generation companies. Sustainability, 10(8), 2607. doi:https://doi.org/10.3390/su10082607

106. Zhong, X., Chen, W., & Ren, G. (2022). The impact of corporate social irresponsibility on emerging-economy firms’ long-term performance: An explanation
based on signal theory. Journal of Business Research, 144, 345–357. doi:https://doi.org/10.1016/j.jbusres.2022.02.005

107. Zhou, G., Liu, L., & Luo, S. (2022). Sustainable development, ESG performance and company market value: Mediating effect of financial performance.
Business strategy and the environment, 31(7), 3371–3387. doi:https://doi.org/10.1002/bse.3089

108. Zhu, Y., Xu, Y., & Luo, Y. (2023). The green GDP accounting system based on the BP neural network: an environmental pollution perspective. Frontiers in
Environmental Science, 11, 1277717. doi:https://doi.org/10.3389/fenvs.2023.1277717

109. Zumente, I., & Bistrova, J. (2021). ESG importance for long-term shareholder value creation: Literature vs. practice. Journal of Open Innovation:
Technology, Market, and Complexity, 7(2), 127. doi:https://doi.org/10.3390/joitmc7020127

Figures

Figure 1

Conceptual Framework of the Study

Source: Author's elaboration

Page 28/28


