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The Effect of Environment Social Governance

ESG, ROA, and company size. A quantitative causality
(ESG) and Financial Performance on Firm descriptive methodology was applied in this research. The

Value Moderated by Firm Size. Summa : data type uses panel and secondary data sources. Researchers

Journal of Accounting and Tax, 3 (1), 12-24. | set eighty-three companies in the energy industry registered
https://doi.org/10.61978/summa.v3il on the Indonesia Stock Exchange as the population.

Purposive sampling is the method employed, which sets the
number of samples at 12 energy sector companies. The
findings of this study partially reveal that ESG negatively
affects firm value. Meanwhile, there is a positive effect
between ROA and firm value. ESG and ROA simultaneously
impacts firm value. The relationship between ESG and ROA
cannot be moderated by firm size.
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INTRODUCTION

Establishing a company certainly has goals to achieve, including having a high firm value.
Maximizing the worth of the business increases its prosperity. Owners and shareholders. With
many competitors that have emerged, business competition often changes. So many companies
aim to optimize their value to the maximum point to invite investors to invest in their companies
(Prena et al.,, 2019). However, an increase in environmental, social, and governance issues has
happened in recent years among companies, investors, and the world community. A significant
environmental issue that occurs today is global warming. Global warming occurs due to the
greenhouse effect, and for sustainability, global warming can be caused by global climate change,
one of which is marked by a prolonged dry season. The global warming impact has made people
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more conscious of the importance of being responsible for protecting the environment, as
evidenced by various social activities, including the Zero Waste movement, the plastic bag diet,
and others. This is a sign that the public has realized the importance of these environmental factors.
The financial performance of the firm has thus far been a significant factor in capturing the interest
of potential investors. Nevertheless, factors including environmental, social, and corporate
governance are increasingly being taken into account by investors when formulating their
investment decisions (Qodary & Tambun, 2021). Therefore, environmental, social, and
governance impacts are three factors that businesses should focus on more to preserve
sustainability and raise corporate value (Ionescu dkk., 2019).

PBV is used as a proxy for the firm value in this study, making it easier to compare the book value
per share with the current stock market price. When determining firm value as determined by PBV,
the Energy Sector companies listed on the IDX experienced different results between 2018 and
2023. The following is a graph of average firm value showing a decline:

Figure 1. 1 Average Company Value for the 2018-2023 Period
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According to the 2019 GHG Emissions Inventory report which shows that the energy sector
industry contributes the most greenhouse gas effects with a market share of 43.83%, the average
company value of the energy industry sector listed on the IDX for the 2018-2023 period as
measured by PBV decreased by 1.17 in 2019 as shown in Figure 1.1. In the second place, 24.64%
was contributed by the transportation industry and 21.46% was contributed by the manufacturing
industry while other sectors followed the rest. The data calculation is measured based on the type
of Greenhouse Gas emissions, which dominates carbon emissions or CO2 with a market share of
95.13%. This means that CO2 or carbon emissions contribute the most to Greenhouse Gases
(Sunarti et al., 2020). This report shows a lack of investor interest in investing, so share prices also
fall. The firm value is one of the parts that will be affected by this declining share price. The average
decline in firm value will occur again in 2022, namely 0.91. This shows that the firm's value is
experiencing fluctuations because it will increase again in 2023, namely by 0.97. Thus, energy sector
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companies are less able to maintain the stability of firm value. Meanwhile, when making
investments, investors tend to consider the firm value of a company (Suhendar & Paramita, 2024).
Based on the information above, one of the factors that may have an impact on the firm value is
ESG. The ESG implementation shows that the company is going to attract investors in order to
boost the firm value. Nevertheless, this assertion is inextricably linked to a multitude of prior
research endeavours, each yielding a diverse array of findings that stand in contrast to one another.
According to the results of prior research conducted by Khairunnisa & Haryati (2024), Nasution
et al (2024), Cahyani & Maryanti (2022), Wau (2023), Adhi & Cahyonowati (2023), which stated
that ESG positively impact firm value. The research differs from that conducted by Kartika et al
(2023), Paksi et al (2024) stated that ESG does not impact the firm’s value.

Financial performance is another factor that can affect the firm's value. Financial performance is
essential for companies in measuring how well they can use assets and generate revenue.
Companies that generate high revenue will increase their value. The financial performance
measurement is conducted with ROA by determining how much profit is obtained from the assets
it owns. Therefore, evaluating the effectiveness of the company's overall utilization of assets is the
primary goal of this study. In this context, ROA is more relevant when compared to ROE, which
only measures profit from shareholder equity, then ROI, which measures profit from certain
investments (Sutrisno, 2017; Brigham & Houston, 2009; Yahya & Fietroh, 2019; Investopedia,

2024; Pratama et al, 2024).

In theoty, it states that the firm value will improve along with the company's ROA. This statement
is comparable to the results presented by Khairunnisa & Haryati (2024), Hamdani (2020), Putra et
al (2021), and Badollah (2024) that firm value is affected by financial performance. However, Dewi
& Tarnia (2019) demonstrate different findings where firm value is not influenced by financial
performance as evaluated by ROA.

Then, the firm size can theoretically moderate ESG and financial performance against the firm's
value. Implementing ESG requires enormous costs, and small companies tend not to have enough
funds for sustainability disclosure so that the company's size will be strengthened. Referring to the
research results conducted by (Khairunnisa & Haryati., 2024), firm size can not moderate the
relationship between ESG and financial performance on firm value. Meanwhile, according to
Hamdani (2020) states that between financial performance and firm value cannot be moderated
by firm size, and according to (Cahyani & Maryanti., 2022), the relationship between ESG and
firm value can be moderated by the size of the company.

Based on the background described above, the objective of this study is to determine the influence
of ESG and financial performance on the value of the firm and how firm size can moderate.
Therefore, the study with the title "The Influence of Environment, Social, Governance (ESG) and
Financial Performance on Firm Value Moderated by Firm Size" is interesting to be researched in
more depth.

14 | Summa : Journal of Accounting and Tax



The Effect of ESG and Financial Performance on Firm Value Moderated by Firm Size
Intan & Paramita

Theoretical Studies
Signal Theory

Signaling theory encourages companies to integrate their business activities with external parties
to explain the asymmetry of information to business owners and management. All of a company's
information includes financial information and Non-financial disclosure by a company (Meirini &
Khoiriawati., 2022). The information explains the company's growth regarding management
efforts to realize the owner's wishes. This information is essential in making decisions for an
investor or business person.

Environment Social Governance (ESG)

One element that may impact the value of the firm is ESG, which is essential for companies and
investments, as it is a concept that prioritizes investment, development, or sustainable business
activities. ESG consists of three factors: environmental, social, and governance (Shaid., 2024).
Companies with good ESG performance will impact increasing company value (Kaplale et al.,
2023). The standard for ESG reporting is the Global Reporting Initiative (GRI), with GRI 2016
and GRI 2021 helping provide a disclosure score-based assessment framework. Good ESG
management and disclosure can enhance the business's public image in the community.
Furthermore, more investments will be made by investors to sustain their operations (Ariasinta et
al., 2024) with the following formula:

Sum of company'’s disclosure item
ESC = f company

Total of GRI's disclosure standard item

Financial Performance

Financial performance can be examined to ascertain how well and appropriately the business has
applied financial regulations. Financial performance appraisal is critical to a company's success in
achieving financial standards and objectives, measuring the ability to generate profits, and assessing
its growth potential through utilizing existing resources to help the company see prospects (Fahmi,
2018; Nursasi, 2020). Ratios, including the profitability ratio, can measure financial performance.
Profit Margin, ROA, ROE, ROI, and EPS can calculate the profitability ratio.

In this study, ROA is applied to calculate financial performance by dividing net income to total
assets (Sutrisno, 2017; Brigham & Houston, 2009). With the following formula:
Laba Bersih

ROA= ———
0 Total Asset

Firm Size

Sales, total assets, profits, and capital measure the size of a company. The greater the firm size, the
easier it will be to access the capital market and get internal and external funds so that the value of
the firm can be affected by its size. This situation is driven by the fact that companies will find it
easier to find funding when the size of their company is large (Brigham & Houston, 2009; Chandra
& Darmayanti, 2022; Sari & Nofiyanti, 2022; Harningsih & August, 2019; Adhi & Cahyonowati.,
2023; Rahayu & Paramita, 2023). The company assets can be used to determine their size
(Widiastari & Yasa, 2018). The formula according to as follows (Jogiyanto, 2010):
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Ukuran Perusahaan = LN (Total Asset)
Firm Values

Firm value, often associated with the stock price, is an investor's assessment of how well managers
use their resources (Indrarini, 2019; Utami & Paramita, 2024; Gunawan et al., 2024). A high firm
value can attract investors, show good stock management, and provide financial profit
expectations for shareholders. High level The prosperity of shareholders is reflected in the high
level of PBV (Price to Book Value) owned by the company (Sari & Nofiyanti, 2022). With the
following formula:

Harga per Lembar Saham
PBV

~ Nilai Buku per Lembar Saham

METHOD

The descriptive causality method with a quantitative approach is applied in this research.
Researchers determined that the population are 83 energy sector companies registered on the IDX
between 2019 and 2023. The purposive sampling technique applied to take samples with the
criteria of energy sector companies registered on the IDX in the 2019-2023 period, energy sector
companies that publish financial reports in the 2019-2023 period, energy sector companies that
publish sustainability reports during 2019-2023, and energy sector companies that make GRI
disclosures in the 2019-2023 period. So far, the sample obtained is 12 companies in the energy
sector. Research data was collected using a combination of time series and cross-sectional data,
which is called panel data. The ability to forecast a company's worth by considering the number
of companies and the duration makes panel data regression a helpful tool. Two limitations of this
study are the short period of only 5 years and the limited number of independent variables, which
are only two variables.

RESULT AND DISCUSSION

Selection of Analysis Methods
Three tests will be conducted to ascertain the optimal strategy for this investigation: the Chow test,
the Hausman test, and the LM test. The findings from the three approaches this study employed
are :

Table 1 Result Chow Test

Effects Test Statistic d.f. Prob.
Cross-section IF 1.459107 (11,45) 0.1809
Cross-section Chi-square 18.302015 11 0.0748

Source: Data Processing Results with Eviews 10, 2025
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The cross-section Chi-Square probability value presented in the table above is 0.0748, which is >
0.05, which means that the CEM method is chosen. The Hausman test must then be used.

Table 2 Result Hausman Test

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f.  Prob.
Cross-section random 7.163362 3 0.0669

Source: Data Processing Results with Eviews 10, 2025

Table 2 illustrates that the probability value of the Cross Section Chi-Square based on the Hausman
test results is 0.0669, which indicates that it is> 0.05, so the estimation method chosen is the REM.
So, selecting the next model, namely the LM, is necessary.

Table 3 Result LM Test

Cross-section Period Both
One-sides One-sided
Breusch-Pagan 0.032212 0.956612 0.988824
(0.8570)

Source: Data Processing Results with Eviews 10, 2025

Cross Section One-Sided has a price probability value of 0.8576 > 0.05, as demonstrated in Table
3 of the LM test. The estimation method chosen is the CEM. The model selected for this study is
the CEM.

Classic Assumption Test

Panel data analysis does not always involve testing classical assumptions. The classical assumption
test is used after the model selection test. After completing the model testing, it is imperative to
examine the classical assumptions. This test ensures the absence of heteroscedasticity and
multicollinearity in the regression model. In the classical assumption test with panel data
regression, if the selected ones are the CEM and the FEM, then only the multicollinearity and
heteroscedasticity tests are carried out (Basuki & Prawoto, 2017). The classical assumption test
only assesses heteroscedasticity and multicollinearity based on the panel data regression selected
for this investigation.

Multicollinearity Test

The aim of the multicollinearity test is applied to determine how well the regression model
independent variables correlate with each other (Ghozali, 2018). The absence of correlation
between the independent variables characterises a good regression model. The test findings
indicate no multicollinearity in this study because the value of VIF for each variable is < 10.

Heteroscedasticity Test

The objective of heteroscedasticity testing is to assess whether there is an inequality in the variance
of the residuals from different observations in the regression model (Ghozali, 2018).
Consequently, the glacier test is employed in this examination. Since the probability value displayed
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in the test's results in each variable > 0.05, this finding can be used to conclude that

heteroscedasticity does not occut.

Panel Data Regression
The regression equation based on the output results in Table 3 is as follows:

Variable Coefficient Std. Error t-Statistic Prob.
C 0.084650 0.132844 0.637212 0.5265

X1 -0.517101 0.159705 -3.237861 0.0020
X2 0.019881 0.008010 2.481832 0.0160

Z 0.035822 0.017643 2.030347 0.0471

Source: Data Processing Result with Eviews 10, 2025

PBV = 0.084650 — 0.517101 ESG + 0.019881 ROA + 0.035822 ES + ¢

1. The constant value of 0.084650 indicates that the PBV variable will increase by 8% without the
ESG, ROA, and Company Size variables.

2. The coefficient value of the ESG variable is -0.517101. When ESG increases by 1%, PBV
decreases by 51%, with other variables held constant.

3. The coefficient value of the ROA variable is 0.019881. when ROA increases by 1%, PBV
decreases by 1.99%, with other variables held constant

4. The coefficient value of the Firm Size variable is 0.035822. when FS increases by 1%, PBV
decreases by 3.58%, with other variables held constant

Patrial Test (t) and Simultaneous Test (F)

The t-test is applied to test how the independent variables partially affect the dependent variable.
Meanwhile, in order to test whether environmental variables, social governance, and financial
performance simultaneously affect the dependent variable of firm value, the f-test is used.

Table 4 Results of the t and F tests

Variable Coefficient Std. Error t-Statistic Prob.
C 0.084650 0.132844 0.637212 0.5265
X1 -0.517101 0.159705 -3.237861 0.0020
X2 0.019881 0.008010 2.481832 0.0160
Prob(f-
statistic) 0.002066

Source: Data Processing Result with Eviews 10, 2025

Partial Test (t-Test)

Based on the results of the t-test table, the results show the results:

1. The effect of environmental and social governance (ESG)
Positively impacts company value is rejected since ESG has a partial negative impact on the
value of the firm.

2. Effect of ROA
The ROA probability value is 0.0160 < 0.05; Therefore, since partial ROA positively affects the
firm's value, it indicates that H2, which claims that ROA increases the firm's value, is accepted.
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Simultaneous Test (Test F)

Table 3 above shows that the acquisition of the f-test results in a probability value of 0.002066
<0.05. Thus, in this research, H3, which indicates that ESG and ROA simultaneously have a
positive effect, is accepted because they simultaneously have a positive impact.

Moderated Regression Analysis (MRA) Test
MRA tests if the scale of a business may improve the effect of ESG and economic growth on firm
value. The MRA test the table below displays the findings:

Table 4 MRA Result

Coefficient Std. Error t-Statistic Prob.

ESG
Equation 2 FS 0.039978 0.018223 2.193871 0.0323
Equation 3 ESG*EFS -0.029692 0.037519 -0.791386 0.4321

ROA
Equation 2 FS 0.041478 0.018825 2.203344 0.0316
Equation 3 ROA*FS 0.002320 0.002174 1.067261 0.2904

Source: Data Processing Result with Eviews 10, 2025

1. The table above shows that the company size has a probability value of 0.0323, which is smaller
than 0.05. However, the interaction variable between ESG and firm size has a probability value
of 0.4321, which is > 0.05. This data shows that the relationship between ESG and firm value
is not influenced by firm size as a moderating predictor. This finding reflects the rejection of
H4 because the relationship between ESG and firm value in this study cannot be moderated by
firm size.

2. The probability value of 0.0316 <0.05 is generated for firm size. The interaction variable
between ROA and firm size is 0.2904 > 0.05. From this finding, it appears that the impact of
ROA on firm value cannot be moderated by firm size with the predictor type of moderation.
Therefore, this finding indicates a rejection of H5, which assumes that firm size can influence
ROA on firm value because it has been proven that firm size is not a moderating factor.

Coefficient of Determination

The coefficient of determination measures how the variation of the independent variable in the
dependent variable can be used to explain the form of a percentage. In this study, the following is
a description of the determination coefficient using R-squared :

Table 5 R-square Test Results
R-squared 0.195006
Source: Data Processing Results with Eviews 10, 2025

The R-squared value of 0.1950006 is generated from the coefficient of determination test based on
the table above. This proves that ESG and ROA, as the study's independent factors, can affect the
dependent variables, such as company value, by 19.50%, and other factors impact the remaining
80.05%.
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The Effect of ESG on Company Value

Based on the partial test (t-test) results. The ESG probability value is 0.0020 < 0.05, with a
coefficient value of -0.517101. It is known that ESG in energy sector companies has a negative
influence on firm value from 2019 to 2023. The findings of this study indicate the rejection of the
first hypothesis, which states that ESG has a positive effect on the value of the firm.

The study's results show that energy sector companies implementing ESG require significant funds
to finance ESG operational activities such as reducing carbon emissions; this will increase the
company's operating costs and reduce profits. The reduction in profits impacts the company's
image, which causes the stock price to fall and affects the value of the firm. This will give a negative
signal to investors. This study's results are similar to the statement stated by Prayogo et al. (2023)In
his research, he states that firm value is negatively affected by ESG.

The Effect of ROA on Company Value

Partial testing (t-test) found that ROA in energy sector companies positively impacts firm value
with an ROA probability value of 0.0160 < 0.05 with a coefficient value of 0.019881. The second
hypothesis, which holds that ROA increases the company's worth, provides the foundation for
the study's findings, so it is accepted.

This study found that the most highly profitable are energy sector companies. A high level of profit
will attract investors to invest their capital. So, with many investors, the stock price will rise, and
the firm's value will increase. This is to the signal theory, which states that when the ROA increases,
the company's value also increases, which will give a positive signal to investors. This condition is
in line with previous research by Khairunnisa & Haryati, (2024), Hamdani (2020) and Pondrinal et
al., (2022) Who concluded that the firm value is positively affected by financial performance.

The Effect of Company Size Moderating ESG on Company Value

The MRA results demonstrate that the interaction variables between ESG and firm size were
concluded to be unable to moderate with a probability value of 0.4321, which is greater than 0.05.
Therefore, the study results do not follow the hypothesis that the firm's size can moderate ESG
against the value of the firm in energy sector companies.

The findings of this research reveal that there are no significant total assets of firm size in the
energy sector. A company that has a trim level of assets is unable to provide funds to support ESG
activities, so ESG cannot estimate the condition of the firm’s value. Thus, the size of the company
is not able to strengthen ESG on the firm value. These findings align with Khairunnisa & Haryati,
(2024) Which states that the size of the company cannot moderate between ESG and Firm Value.

The Effect of Company Size Moderating ROA on Company Value

The MRA results demonstrate that the interaction variables between ROA and firm size were
concluded to be unable to moderate with a probability value of 0.2904, which is greater than 0.05.
Therefore, the study results do not follow the hypothesis that the firm size can moderate ROA
against the firm value in energy sector companies.
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The results indicate that the company's ability to generate profits from its assets is not reflected by
the size of energy sector companies in 2019-2023. Thus, the size of the company cannot strengthen
the ROA of the firm's value. This will give a negative signal to investors. These results are aligned
with Khairunnisa & Haryati (2024), who found that the size of the company is unable to moderate
the impact of ROA on the firm value.

CONCLUSION

This research's findings prove that the financial performance proxied by ROA influences the value
of Indonesian energy sector enterprises. ROA reflects a company's wealth as seen from its profit
and total assets. A high ROA can provide large profits to shareholders, giving a positive signal and
increasing the worth of the enterprise.

ESG negatively influences an enterprise's worth. The larger the funds spent on ESG activities, the
smaller the company's profits, so distributing the earnings to shareholders will be riskier. This will
impact the decline in enterprise value.

The firm size does not reflect its ability to generate greater profits and finance ESG activities.
Hence, the firm's size cannot strengthen ROA or ESG's impact on the firm's value. However, in
this case, ESG and Financial Performance simultaneously affect the enterprise value. Therefore, a
conclusion can be drawn from the results of this study showing that energy sector companies must
be efficient in their operations because companies must allocate costs for the implementation of
ESG, such as the efficiency of production activities, facilities, raw materials, the use of human
resources, and other energy use. This ensures the company has enough funds to allocate ESG
implementation activities. So that in the long run, the increase in ROA can be allocated to support
ESG activities, and both can help the firm's value in the long term

Suggestion

After reviewing this study's findings, the business can focus on elements that may impact its worth,
such as ROA. Investors can also consider investing by choosing companies that tend to generate
significant profits so that they will minimise the level of risk and not make mistakes in making
decisions when investing. Moreover, for the next researcher, it is hoped that it can provide more
inspiration for researchers who take the same object or variable. Additionally, they are believed to
be able to substitute independent variables or research periods for variables that demonstrate no

influence. So that research can be developed more perfectly.
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