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liquidity (CR), leverage (DER), firm size, and firm age are
included to overcome the endogeneity problem. Data
collection was obtained from the IDX, company websites,
and CESGS, totaling 78 companies during 2015-2021.
Next, using purposive sampling with the criteria for
companies making ESG disclosures, we obtained 11
companies. Analysis was carried out using the Heckman,
Chow, Lagrange multiplier and Hausman for panel data
regression with unmoderated and after moderated models
using STATA 14.00. The research results before
moderation show that environmental and social
performance has a positive and significant effect on ROA,
but governance performance has a positive and
insignificant  effect, then after being moderated,
environmental performance is negative and significant,
social performance is positive and significant, while
governance is positive and not significant on ROA.
Furthermore, ESG performance before moderation has a
negative and insignificant effect on Tobin's Q, but after
moderation ESG performance is positive and not
significant on Tobin's Q. These results show that energy
sector companies focus more on asset returns than
market performance. Thus, companies use social and
environmental disclosures as a legitimizing tool to create
the impression that the company is operating in the right
way.
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Introduction

The development of environmental, social and governance (ESG) issues in
companies has attracted the attention for the governments, investors, suppliers,
employees, communities, and academics in the fields of accounting and finance.
This triggers competition between companies to disclose financial and non-
financial information every year. Non-financial information is relevant because it
helps companies improve future economic performance. In addition, this
information shows the company's commitment to environmental and social
sustainability.

Non-financial report information contains environmental, social and
governance disclosures which are often abbreviated as ESG. A company's
involvement in environmental and social responsibility activities is a strategic
decision that impacts its reputation. In this context, energy sector companies were
chosen for study because of their significant role in supporting the national
economy. The energy sector is an Environmentally Sensitive Industry (ESI), so it
has a significant impact on the environment, either through its operations or
products (for example oil and gas extraction, mining and power generation)
(Usman et al., 2023).

Financial reporting performance measurement can be done based on
accounting and market performance. Accounting performance includes the Return
on Assets (ROA) profits ratio, which is a profitability ratio that measures a
company's ability to earn (profit) from the total assets (assets) owned, while market
performance can use Tobin's Q ratio which represents the long- terms and
expected profitability aspects. Company performance can reflect public trust in the
company. Financial performance assessment is carried out in the company's
financial reports. Financial reports are an important source of information for users
of financial reports in the context of making economic decisions (Subramanyam,
2017). In order to maintain public trust in the company, (Wildan, 2020) the
company must guarantee quality for its sustainability.

Measuring company performance from non-financial reporting aspects is carried
out through environmental performance, social performance, and governance
performance. Environmental performance is the company's performance in
creating a good environment. Environmental performance is the company's
relationship with the environment regarding the environmental impact of the
resources used, the environmental effects of organizational processes, the
environmental implications of products and services, product processing recovery,
and complying with work environment regulations. Social performance is a concept
of corporate social responsibility that includes labor/employment practices, human
rights, community/social, and product responsibility (Batae et al., 2021).
Furthermore, governance performance is the commitment of company
management to carry out evaluations and improvements in line with increasing the
company's financial performance.

Financial information in Indonesia are contained in the Investment Law No. 25
of 2007 article 15 and the Limited Liability Company Law No. 40 of 2007 article 74,
but there are still many companies that have not complied with them, so the
Financial Services Authority (OJK) in 2017 issued regulations new regulations as
stated in POJK No. 51/POJK.03/2017 concerning the implementation of
sustainable finance for financial service institutions, issuers, and public companies.
Disclosure of additional information by companies as a means of communication
between
management and shareholders is voluntary reporting that can complement
mandatory reporting on company performance (Freeman, 2004). As a financial
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institution that has an intermediary function, the role of banks is very important in
the economic activities of a country, where banks become institutions that channel
funds and as a place for financial transactions to occur, this makes banks
unchanged like a pulse in the human body which is needed to support the smooth
running of a country's economy (Ryandono, Imron & Wildan, 2022).

Stakeholder theory takes the perspective that a company is not an entity that is
only useful for its own sake; Companies must also provide benefits to their
stakeholders. The latest source of competitive advantage is innovation and
creativity (Safrizal, 2023). Companies will look for various ways to seek satisfaction
for their stakeholders when contributing to economic resources that are important
for the company because the survival of the company depends on the
stakeholders. Disclosure of carbon emissions is a form of communication between
companies and stakeholders to gain support. With disclosure, the company tries to
show its social responsibility to stakeholders (Lu et al., 2015).

Environmental and social responsibility activities are no longer an option but an
obligation that must be carried out by all companies. Based on data from the
National Center for Sustainability Rating, only 11 energy sector companies in
Indonesia are participants in the Asian-level sustainability report ranking.
Therefore, efforts to increase sustainability reporting are intended to reduce
emissions from the energy sector, thereby impacting company sustainability. This
can be achieved by the presence of quality employee performance, (Safrizal,
Eliyana & Febriyanti, 2020) Employee performance is the stage of achievement as
an employee's work performance.

Several research results show that ESG performance has a positive and
significant effect on financial performance, including; Ihsani et al,(2023), Rahi et al.,
(2022), Giannopoulos et al, (2022),(Kim and Li, 2021), Velte & Stawinoga, (2020),
Zhang et al, (2020) Melinda & Wardhani, (2020), Velte and Stawinoga, (2017),
Wang and Sarkis, (2017), and Qiu et al., (2016). Furthermore, research results that
state ESG performance is negative and not significant include; Vasconcelos et al,
(2022), Giannopoulos et al, (2022), Ruan and Liu, (2021), Sanchez et al, (2020),
Buallay (2020),Velte and Stawinoga, (2017),and Nollet et al, (2015). Meanwhile,
the research results show committee sustainability moderating ESG performance
on financial performance (Endrikat et al., 2021), Ruan and Liu, (2021), Zhang et al.,
(2020), Velte and Stawinoga, (2020a), and Baraibar-Diez and Odriozola, (2019),
Xie et al., (2019), Biswas et al., (2018), and Liao et al., (2015).

Various existing studies still find different evidence in examining the
performance of Environment, Social, and Governance (ESG) on financial
performance in companies. In the opinion of (Tarjo et al., 2022) previous research
found that CSR can increase firm value. Therefore, this research is expected to
contribute to examining the performance of Environment, Social, and Governance
(ESG) on financial performance with moderated CSR sustainability committees in
energy sector companies in Indonesia.

RESEARCH METHODS

Data

We collect data on environmental, social and governance performance scores
as well as CSR sustainability committees of energy sector companies for the last
eight (7) years (2015-2021) via the Indonesian Stock Exchange, company websites
and CESGS (Center for Environmental Social and Governance Studies). We
realize that the main independent variables, namely environmental, social and
governance performance, cannot fully explain variations in financial performance.
In doing so, we acknowledge that the model is potentially harmed by endogeneity
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issues (i.e., omitting correlated variable bias). To address this issue, we next
include several additional control variables. The control variables used include;
liquidity (CR), leverage (DER), company size (Ln total assets), and company age
(Age).

The number of energy sector companies is 78 companies listed on the
Indonesia Stock Exchange until 2022, using a purposive sampling technique with
the criteria of companies providing environmental, social and/or governance
disclosures for the 2015-2021 period, so we got 11 energy sector companies as
research samples.

Design Research

To further realize the proposed conceptual ideas and technical steps, we
designed our research as a research model as in figure.l which shows the
relationships between the main concepts, as well as the operationalization of
conceptual ideas into several indicators.

Non-financial Financial
performance performance

Good Corporate

CSR
sustainability

- Taa

Environmental ROA (Y;)

Performance (X,)

v

Control variables:
Liquidity (CR)
Leverage (DER)
Firm Size (Size)

Figure 1. Research Framework

Based onframeworkthinking, we distinguish between proposed
conceptual ideas and operational ideas, and then translate these ideas into
measurable parameters. As seen in Figure 1, the conceptual idea is to
propose disclosure of non-financial performance on financial performance
which is moderated by good corporate governance. The operational
variables proposed are ESG performance using environmental performance
proxies (X1), social performance (X2), and governance performance (X3),
then the operational variable Good Corporate Governance using the CSR
sustainability committee proxy (M), and financial performance using the ROA
proxy (Y1) and Tobin Q (Y2). Next, use control variablesliquidity (CR),
leverage (DER), company size (Ln total assets), and company age (Age).
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Table 1. Research Variables

Variables Label Measurement Source
ROA ROA Return on assets; Company financial
after-tax income reports
divided by total assets
Market value; The Company financial
. . market value of equity reports
Tobin's Q TobiN's Qs debt divided by
total assets
The total ESG Financial reports and
information disclosure company  sustainability
score ranges between reports as well CESGS
. 0 and 100; The total (Center for
Environmental . . . .
Performance Envscr disclosure score is the environmental Soplal and
number of items Governance Studies)
disclosed divided by
the number of items
based on GRI
The total ESG Financial reports and
information disclosure company  sustainability
score ranges between reports as well CESGS
. 0 and 100; The total (Center for
Social . . . .
Performance Socscr disclosure score is the environmental Soqal and
number of items Governance Studies)
disclosed divided by
the number of items
based on GRI
The total ESG Financial reports and
information disclosure company  sustainability
score ranges between reports as well CESGS
0 and 100; The total (Center for
Governance . . . .
Govscr disclosure score is the environmental Social and
Performance . .
number of items Governance Studies)
disclosed divided by
the number of items
based on GRI
CSR CommCSR CSR sustainability Financial reports and
Sustainability committee; Value 1 if company sustainability
Committee the company has a reports
CSR sustainability
committee and value O
if the company has a
CSR sustainability
committee
CR CR Current assets to Financial statements
current liabilities ratio.
DER DER Total debt to total Financial statements
equity ratio.
Firm size LnTA Natural logarithm of Financial statements

total assets
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Variables Label Measurement Source

Financial reports and

Firm age Age Length of time since company  sustainability
Initial Public Offering reports
(IPO)

Data analysis

We use the Heckman test to overcome endogeneity to obtain the IMR (Inverse
Mills Ratio) value on ESG disclosure before model estimation by giving a value of 1
if the company has complete disclosure on the environmental, social and
governance pillars and a value of 0 if the company has incomplete disclosure or
only has disclosure on one or two pillars of disclosure. After the Heckman test and
the IMR value are obtained, then estimate the model whether it includes Common
Effect, Fixed Effect or Random Effect by Chow Test, Langrange Test, and
Hausman Test (Raharjo and Santosa, 2020). After model estimation, then we
select the regression model to determine the regression equation and test the
hypothesis.

Test model:

Original regression model without moderating role D)
ROA ;; = a + BiEnvscry, + B,Socscry, + f,Govscr;; + Control;;

Tobin’s Q ;; = a + fEnvscr;, + [,Socscry, + B3Govscry, + Control;,

Regression model with moderating role...............cooiiiiiiiiiinn, (2)
ROA ;; = a + BEnvscr * CommCSR;; + [,Socscr * CommCSR;, + [3Socscr * CommCSR;, Control;,

Tobin’s Q ;; = a + BiEnvscr x CommCSR;, + B,Socscr x CommCSR;, + B3Socscr * CommCSR;, Control;,

Equation (1) in the original regression model the dependent variables ROA and
Tobin'Q are thought to be influenced by the independent variable ESG
performance score. ESG performance score data is obtained from 0-100 ratio data,
then used as a control variable liquidity (CR), leverage (DER), firm size (Ln total
assets), and firm age (Age).

Equation (2) in the regression model with the moderating role of the CSR
committee, the dependent variables RAO and Tobin'Q are thought to be influenced
by the independent variable ESG performance score. The ESG performance score
data was obtained from the value 0-100, then the moderating variable carried out
an interaction between the ESG performance score and the CSR sustainability
committee. The control variable uses liquidity (CR), leverage (DER), firm size (Ln
total assets), and firm age (Age).

RESULT
A. Results Model estimation

1. Estimation of the ESG performance regression model before being
moderated by the CSR sustainability committee against ROA and Tobin's Q
The model estimation results show that the Fixed Effect model is better than
the Common Effect and Random Effect models for the ESG performance
regression model before being moderated by the CSR sustainability
committee on ROA and Tobin's Q
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2. Estimation of the ESG performance regression model after being moderated
by the CSR sustainability committee against ROA and Tobin's Q
The model estimation results show that the Fixed Effect model is better than
the Common Effect and Random Effect models for the ESG performance
regression model after being moderated by the CSR sustainability committee
on ROA and Tobin's Q.

B. Election regression models and interpretation
1. Regression model of ESG performance on accounting performance
(ROA)
a. ESG performance regression model before being moderated by the
CSR Sustainability Committee on accounting performance (ROA)

Table 2, ESG performance before moderation by the CSR Sustainability

Committee
ROA Coef Prob Coef Prob Coef Prob
Environmen 083 0.05
t score
Social 101 0018
scores
Governance 037 0.204
scores
CR ,006 0.73 ,006 0.708 142 0.036
DER -.001 0.73 -.001 0.820 ,007 0.682
Size -.001 0.94 -.001 0.910 -.004 0.389
Age -.002 0.34 -.003 0.245 ,004 0.775
Constanta ,084 0.84 ,091 0.819 -.001 0.560

Source: processed secondary data, 2023

Table 2, shows after estimating the selected model the fixed effect model
between ESG performance before being moderated by the ESG committee
against Tobin's Q with the equation;

ROA =.084 + .083 Envscore +.006 CR —.001 DER —.001 Size —.002 Age
ROA =.091 + .101 Socscore +.006 CR —.001 DER —.001 Size —.003 Age

ROA = —.001+ .037 Govscore + .142CR —.007 DER — .004Size —.004 Age

Based on the panel data regression equation that has been formed, the
resulting coefficient value, if there is no change before being moderated by the
CSR sustainability committee with the control variables CR, DER, Size and
Age, all control variable probability values are > 0.10, so they are not significant
in the regression model , then the ROA value is influenced by environmental
performance, 0.101 for social performance and 0.037 for governance
performance 0,083

b. ESG performance after being moderated by the CSR sustainability
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committee on Accounting performance (ROA)

Table 3, ESG Performance Regression Model after being moderated by the CSR
Sustainability Committee on Accounting Performance (ROA)

ROA Coef Prob Coef Prob Coef Prob
Environment

score -.004 0.001

*CommCSR

Social

score*CommCS 136 0.004

R

Governance

score*CommCS ,168 0.798
R

CR -.004 0.815 ,001 0.952 ,002 0.008
DER -.003 0.392 -.002 0.549 -.003 0.910
Size -.005 0.642 -.002 0.866 -.001 0.522
Age -.003 0.247 -.002 0.332 -.002 0.966
Constanta ,269 0.495 ,148 0.709 .102 0.369

Source: processed secondary data, 2023

Table 3 shows the panel data regression equation model which was formed
from testing the estimation of the selected fixed effect model between ESG
performance after being moderated by the CSR sustainability committee on
ROA

The panel data regression equation is:

ROA =.269 —.004 Env * CommCSR — .004 CR —.003 DER —.005 Size —.003 Age
ROA = .148 +.136 Soc * CommCSR —.001 CR —.002 DER —.002Size —.002 Age

ROA =.102 +.168 Gov * CommCSR + .002 CR —.003 DER —.005 Size —.002 Age

Based on the panel data regression equation that has been formed, the value
coefficienty results, if there is no change after being moderated by the CSR
sustainability committee with the control variables CR, DER, Size and Age, all
control variable probability values are > 0.10, except for CR on governance
performance, so it is not significant in the regression model, then the
regression model then the ROA value is influenced by -0.004 for
environmental performance, 0.136 for social performance and 0.168 for
governance performance.

2. Regression model of ESG performance before moderation by CSR
sustainability committee on market performance (Tobin's Q)
a. ESG performance before moderation against market performance
(Tobin's Q)

Table 4, ESG Performance Regression Model before moderation by CSR
Sustainability Committee on Market Performance (Tobin's Q)

Tobin's Q

Coef Prob Coef Prob Coef Prob

IC-EMBUS
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Tobin's Q Coef Prob Coef Prob Coef Prob

Environment

-.053 0.758
score
Social 010 0951
scores
Governance -.049 0.663
scores
CR , 146 0.031 , 146 0.031 144 0.033
DER -.021 0.186 -.021 0.204 -.019 0.219
Size ,194 0,000 ,191 0,000 , 191 0,000
Age ,043 0,000 ,043 0,000 ,042 0,000
Constanta -6.01 0,000 -5,937 0,000 -5.93 0,000

Source: processed secondary data, 2023

Table 4 shows the panel data regression equation model formed after
estimating the selected fixed effect model between total ESG performance
before being moderated by the CSR sustainability committee and Tobin's Q as
follows;

Tobin's Q = — 6.01 —.053Envscore +.146 CR — .021DER + .194 Size
—.043 Age

Tobin's Q = —5.937 —.010 Socscore +.146 CR —.021DER + .191Size —.043 Age

Tobin's Q = —5.93 —.049 Govscore +.144 CR — .019 DER — .191 Size
+ .042 Age

Based on the panel data regression equation that has been formed, the
resulting coefficient value, if there is no change after being moderated by the
CSR sustainability committee with the control variables CR, Size and Age, all
probability values for the control variables are > 0.10, so they are not
significant in the regression model, however Thus the control variable DER
<0.10, so it is significant, therefore the resulting Tobin's Q value is equal to—
0.053 for environmental performance, 0.146 for social performance and —
0.049 for governance performancealso influenced by changes in the DER
variable.

b. ESG performance moderated by market performance (Tobin's Q)

Table 5, ESG Performance Regression Model after being moderated by the
Sustainability Committee on Market Performance (Tobin's Q)

Tobin's Q Coef Prob Coef Prob Coef Prob

Environment

score .138 0.389
*CommCSR

Social

score*CommCSR

Governance
score*CommCSR

,085 0.656

,198 0.431
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CR .136 0.047 143 0.035 ,142 0.036

DER -.021 0.189 -.019 0.208 -.019 0.209
Size ,180 0,000 ,186 0,000 ,185 0,000
Age .041 0,000 .0418 0,000 ,042 0,000
Constanta -559.0 0,000 -5,798 0,000 -5,743 0,000

Source: processed secondary data, 2023

Table 5 shows the panel data regression equation model that was formed
after estimating the selected fixed effect model between total ESG
performance after being moderated by the CSR sustainability committee
against Tobin's Q as follows;

Tobin's Q = —559.0 + .138 Env * CommCSR + .136 CR — .021DER .041Size + .041 Age
Tobin's Q = —5.798 + .085 Soc * CommCSR + .143CR — .019 DER — .186 Size — .0418 Age

Tobin's Q = —5.743 + .198 Gov * CommCSR + .142 CR —.019 DER + .185 Size
+.042 Age

Based on the panel data regression equation that has been formed, the
resulting coefficient value, if there is no change after being moderated by the
CSR sustainability committee with the control variables CR, Size and Age, all
probability values for the control variables are > 0.10, so they are not
significant in the regression model, however Thus the control variable DER
<0.10, so it is significant, therefore the resulting Tobin's Q value is equal to
0.138 for environmental performance, 0.085 for social performance and 0.198
for governance performance also influenced by changes in the DER variable.

DISCUSSION

Hy: ESG performance has a positive and significant effect on accounting
performance (ROA)

Based on table 2, the environmental performance probability value is
(0.005=0.05), the social performance probability value is (0.018<0.05) and the
governance performance probability value is (0.204>0.05). Based on the
probability value of environmental and social performance, it has a positive and
significant effect on accounting performance (ROA). These results support the
research (lhsani et al., 2023), (Kim and Li, 2021), (Velte and Stawinoga, 2017),
(Wang and Sarkis, 2017), and (Qiu et al., 2016), However, governance
performance has a positive and insignificant effect. This result is in line with the
research results (Endrikat et al., 2021), (Zhang et al., 2020), and (Velte and
Stawinoga, 2020a).

Environmental disclosure is a corporate social responsibility to gain
legitimacy from the social groups in the community where the company was
founded and as an effort to maximize the company's financial assets in the long
term. In this way, companies can pay more attention to society's social norms and
values, which is expected to make the company more legitimate. Thus, companies
use social and environmental disclosure as a (social) legitimacy tool to create the
impression that the company operates in a way that meets social and
environmental expectations.
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The results of this research are in line with the views of stakeholder
theoryinterestwhich states that by considering the interests of each stakeholder,
including in this case environmental and social aspects, the company will have a
competitive advantage that can improve the company's financial performance. The
results of this research indicate that the direction of the coefficient with a positive
sign can have a good influence on the company's financial performance as proxied
by ROA. Thus, companies use social and environmental disclosure as a (social)
legitimacy tool to create the impression that the company operates in a way.

H,: CSR sustainability committee moderates total ESG performance
positively and significantly on accounting performance (ROA)

Based on table 3, the probability value obtained after being moderated by
the environmental performance CSR sustainability committee is (0.001<0.05), the
probability value for social performance is (0.004<0.05) and the probability value
for governance performance is (0.798>0.05). Based on the probability value, the
committee sustainability CSR negatively and significantly moderates environmental
performance on accounting performance (ROA), supported by research (Endrikat
et al., 2021), Velte and Stawinoga, (2020a), and Baraibar-Diez and Odriozola,
(2019), CSR sustainability committee moderates social performance positively and
significantly on accounting performance (ROA) supported by (Zhang et al., 2020),
Velte and Stawinoga, (2020a),Baraibar-Diez and Odriozola, (2019), and Biswas et
al., (2018), while the CSR sustainability committee moderates governance
performance positively and is not significant, supported by research (Zhang et al.,
2020),Endrikat et al., (2021), and Velte and Stawinoga, (2020a).

The results of this research show that the CSR sustainability committee
strengthens social performance and is significant. This is in line with companies
that have a CSR sustainability committee which will reduce information asymmetry
for the company, because the CSR sustainability committee though negatively
moderates environmental performance because it will incur large costs, but is
positive for social and governance aspects accounting performance (ROA). Thus,
companies use social and environmental disclosure as a (social) legitimacy tool to
create the impression that the company operates in a way.

Hs: ESG performance has a positive and significant effect on market
performance (Tobin,s Q)

Based on table 4, the environmental performance probability value is
(0.758>0.05), the social performance probability value is (0.951>0.05) and the
probability value of governance performance is (0.663>0.05). Based on the
probability value, environmental, social and governance performance has a
negative and insignificant effect on market performance (Tobin's Q). This result is
in line with the research results (Ruan and Liu, 2021), Velte and Stawinoga, (2017),
and Nollet et al.,, (2015). Find ESG has no significant effect on financial
performance (Tobin's Q). The results of this research show that energy sector
companies focus more on asset returns than market performance. Thus,
companies use social and environmental disclosure as a (social) just legitimacy
tool to create the impression that the company operates in a way that meets social
and environmental expectations.

H;: CSR sustainability committee moderates total ESG performance
positively and significantly on market performance (Tobin,s Q)

Based on table 5, the probability value obtained after being moderated by
the environmental performance CSR sustainability committee is (0.389>0.05), the
probability value for social performance is (0.656>0.05) and the probability value
for governance performance is (0.431>0.05). Based on the probability value, the
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committee sustainability CSR moderates environmental, social and governance
performance positively and is not significant to market performance (Tobin's Q).
This result is in line with the research results (Ruan and Liu, 2021), Velte and
Stawinoga, (2020b), Xie et al., (2019), and Liao et al., (2015). The results of this
research show that CSR sustainability committee the company plays a positive role
in market performance, but not significantly. The energy sector companies focus
more on asset returns than market performance. Thus, companies use social and
environmental disclosure as a (social) just legitimacy tool to create the impression
that the company operates in a way that meets social and environmental
expectations.

CONCLUSION

Based on the research results, conclusions were show that before being
moderated by the CSR sustainability committee at energy sector companies in
Indonesia environmental and social performance has a positive and significant
effect on accounting performance (ROA), but governance performance has a
positive and insignificant effect, then environmental, social and governance
performance has a negative and insignificant effect on market performance
(Tobin's Q). While the CSR sustainability committee moderates environmental
performance negatively and significantly on accounting performance (ROA), the
CSR sustainability committee moderates social performance positively and
significantly on accounting performance (ROA), while the CSR sustainability
committee moderates governance performance positively and not significantly,
then CSR sustainability committee moderates environmental, social and
governance performance positively and is not significant to market performance
(Tobin's Q). The energy sector companies focus more on asset returns than
market performance. Thus, companies use social and environmental disclosure as
a (social) just legitimacy tool to create the impression that the company operates in
a way that meets social and environmental expectations.
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