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Abstract

The high level of stakeholder awareness of sustainability issues creates a demand for
companies to practice in accordance with principles that prioritize sustainability. This study
aims to examine the moderating role of external assurance on the relationship between ESG
performance and firm performance. This study uses a panel data regression approach to test
the research hypothesis. The sample for this study consists of non-financial companies and
includes 1,535 total observations. This study's findings reveal that ESG performance positively
affects firm performance. However, the enhancement of ESG performance is not significantly
moderated by external assurance. To the author's knowledge, this study is the first of its kind
in Indonesia. Therefore, this study significantly fills the gap in previous research by
comprehensively analyzing and providing empirical evidence regarding the role of ESG in
improving firm performance.

Kata Kunci: £5G performance; Firm Performance; External Assurance; Indonesia

Abstrak

Tingginya tingkat kesadaran pemangku kepentingan terhadap isu keberlanjutan mendorong
perusahaan untuk menjalankan praktik yang selaras dengan prinsip-prinsip yang
mengutamakan keberlanjutan. Penelitian ini bertujuan untuk menguji peran moderasi external
assurance terhadap hubungan antara kinerja ESG dan kinerja perusahaan. Penelitian ini
menggunakan pendekatan regresi data panel untuk menguji hipotesis penelitian. Sampel
penelitian terdiri dari perusahaan non-keuangan dengan total 1.535 observasi. Hasil penelitian
menunjukkan bahwa kinerja ESG berpengaruh positif terhadap kinerja perusahaan. Namun,
peningkatan kinerja ESG tidak dimoderasi secara signifikan oleh external assurance.
Sepengetahuan penulis, penelitian ini merupakan studi pertama di Indonesia yang membahas
topik tersebut. Oleh karena itu, penelitian ini memberikan kontribusi penting dengan mengisi
kesenjangan dalam penelitian sebelumnya melalui analisis yang komprehensif serta
penyediaan bukti empiris mengenai peran ESG dalam meningkatkan kinerja perusahaan.

Keywords: ESG performance; Firm Performance; External Assurance; Indonesia.

Copyright (c) 2026 Lalu Rahmat Sohdi

04 Corresponding author :
Email Address : lalu.rahmat@machung.ac.id

YUME : Journal of Management, 9(1), 2026 | 1695



Esg Performance And Firm Performance In Indonesia: Does External Assurance Matter?....

INTRODUCTION

In recent decades, researchers and practitioners worldwide have focused on
sustainability issues (Duque et al., 2021; Lestari & Soewarno, 2023, 2024; Saini &
Singhania, 2019). The concept of Environmental, Social, and Governance (ESG) has
attracted considerable attention and continues to be refined to ensure it significantly
impacts sustainability and benefits companies (Kamarudin et al., 2022; Mkadmi &
Daafous, 2025; Zharfpeykan & Bai, 2025). Rising awareness of sustainability issues,
particularly corporate social responsibility and the environment, has shifted investor
investment assessments from a single economic perspective (Cheng & Feng, 2023; Lu,
2021; Shahwan & Fathalla, 2020). They are increasingly considering a company's
sustainability performance as a key factor in deciding whether to invest in that
company. In Indonesia, due to pressure from stakeholders and government policies
regarding sustainability transparency, ESG implementation has progressed
considerably, but further development is still needed (Afifa et al., 2025; Farhan, 2025;
Al-Tahat et al., 2025). Therefore, understanding the extent to which ESG performance
generates benefits for companies in the form of performance is still urgently needed
for further research.

The implementation of ESG in companies brings a form of legitimacy to the
company (Baldini et al., 2016; Doni et al., 2022; Erin et al., 2022; Simoni et al., 2020).
Good legitimacy will provide both economic and non-economic benefits. ESG
practices in companies lead to improved company performance by reducing adverse
risks, increasing efficiency, and increasing investor confidence (Farhan, 2025). Good
and high-quality ESG practices create added value for companies, thereby attracting
more investment and long-term competitive advantage. However, this influence is not
always consistent. It is because the impact of ESG on performance is highly dependent
on the nature of the industry, existing regulations, and the level of implementation in
a country. Indonesia presents an exciting dynamic to study because, within the context
of the Indonesian market, governance and transparency mechanisms are still
developing towards global standards.

The relationship between ESG performance and company performance has
been examined several times in previous research. There is a positive impact of ESG
performance on company performance (Tasnia et al., 2020; Aydogmus et al., 2022;
Miao et al., 2023; Sunil & Nair, 2021). It is because companies with good performance
will have support from their stakeholders, increase operational effectiveness,
minimize risk, and more. On the other hand, studies have also revealed the opposite
results (Duque-Grisales & Aguilera-Caracuel, 2021; Helfaya et al., 2023; Gutsche, 2016;
Kevser et al., 2024; Castillo-Merino & Rodriguez-Pérez, 2021). These non-linear results
leave a gap in the research to be explored. The differences in results from previous
studies also indicate the potential and need for moderating variables to explain the
non-linear relationship. In this study, we consider external assurance as the
moderating variable.

External assurance is seen as playing a crucial role in certifying and ensuring
the reliability and trustworthiness of a company's ESG information (Clarkson et al.,
2019; Ioannou & Serafeim, 2012; Sharma, 2025). External assurance provides assurance
to stakeholders and reduces the information gap between companies and investors. In
the context of ESG's influence on company performance, external assurance is
expected to strengthen the positive influence of ESG on company performance by
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increasing the reliability of companies' ESG reports. Interestingly, in Indonesia, there
is no requirement to audit or assure companies of ESG reports or practices. Therefore,
this research is highly urgent.

This study aims to examine the influence of ESG performance on company
performance by considering the moderating role of external assurance. The theoretical
contribution of this research is to address the gap in previous research that still shows
inconsistencies, particularly in the context of a developing country like Indonesia.
Empirically, this study is among the leading in examining the moderating effect of
external assurance on the relationship between ESG and company performance. The
findings of this study provide new knowledge and evidence that companies need
external assurance to improve the effectiveness of ESG implementation. Therefore, the
government and regulators can use this research as a reference for developing
regulations requiring companies to implement ESG continuously. This research was
conducted on non-financial companies listed on the Indonesia Stock Exchange
between 2019 and 2023.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

ESG Performance and Company Performance

Company practices that prioritize ESG principles bring numerous benefits to companies,
both non-economic and ultimately impacting the company's economic aspects (Baldini et al.,
2016; Lestari & Soewarno, 2023; Zhang et al., 2020; Zharfpeykan & Bai, 2025). A kind of
unwritten contract exists between companies and society, often referred to as a social contract
(Deegan, 2002; Doni et al., 2022; Erin et al., 2022; Pitrakkos & Maroun, 2020). Society expects
companies to operate in accordance with prevailing social values and norms. If a company can
meet these expectations, it will gain legitimacy within the community (Cheng & Feng, 2023;
Elsayed & Ammar, 2020). It is crucial for a company's sustainability as it determines its
strategic actions. Companies that gain legitimacy in society will face fewer obstacles and social
conflicts, ultimately facilitating their performance. In other words, corporate ESG practices
serve as a key enabler for companies to build this legitimacy.

A company's strong commitment to sustainability will be evident in its ESG practices.
ESG practices implemented by companies will manage the environmental impact of their
activities, improve social welfare, and implement transparent governance. Furthermore, these
practices build a positive corporate image among the public and investors. This positive image
will bring benefits in the form of market confidence, which will ultimately boost their share
prices. Ultimately, ESG practices will lead to high corporate performance.
H1: ESG performance has a positive impact on corporate performance.

ESG Performance, External Assurance, and Company Performance

The impact of ESG performance on a company's legitimacy depends heavily on the
substance and credibility of the information contained in its ESG practices and reports. From
the perspective of legitimacy theory, a company's legitimacy is not only achieved through its
sustainability actions; it is also required to convince stakeholders of the honesty of those
actions. It is where external assurance plays a crucial role in verifying and providing assurance
that a company's ESG performance is reliable (Kogi et al., 2025).

The primary purpose of external assurance is to independently verify the ESG
information presented by the company (Alsahali, 2025). This external assurance enhances the
reliability and credibility of the report. Furthermore, stakeholders will have greater confidence
that the company is genuinely implementing sustainability actions, rather than simply
greenwashing. Ultimately, this will enhance the company's legitimacy before the public and
investors, which in turn strengthens the positive influence of ESG performance on company
performance.
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H2: External assurance strengthens the positive influence of ESG performance on company
performance.

METHODOLOGY

Research Data

This study used non-financial companies listed on the Indonesia Stock
Exchange from 2019 to 2023 as the sample. We excluded financial companies due to
their unique business characteristics and regulations, thus avoiding biased analysis.
This study observed 1,535 firm-years.
Analysis Technique

Panel data regression was the approach used to test the research hypotheses.
The following is the empirical model used in this study:
TBNQit = a + PIESGit + P2ROAit + PB3DERit + P4SIZEit + P5ACit + e

BN e e T BAESGAEA + PAROAIL + BSDERIt + BESIZEit + B7AC +
ixﬁ&iﬁﬁi{"';WE.}"mlwé{i:"s'éi}m'3}""";351'2'6}&'{{"";%ﬁéﬁﬁi{{{mlm"p%liéfi'ﬁi{ml' (2[§5ACit .
AR o st s bamnie CBAESGEAIt + BROAIt + BSDERIt + P6SIZEit + B7ACH
Eﬁf&ﬁé}{"';W;w#wéi.ﬁéé‘{t"”'lw';é'z'i'éb';&{t"mlwééfi'ﬁii{twlm'éliéfi"ﬁi{ml (4[§5ACit ..
PRI o Biean L o SaESGHBAIL + GAROAIL + BSDERit » BESIZEit + B7ACH
Et. oo (6)

Where TBNQ is TBNQ Q, MARTB is market to book ratio, PRICTB is price to
book ratio, EA is external assurance, ROA is return on assets, DER is debt to equity
ratio, SIZE is company SIZE, and AC is audit committee SIZE.

Operational Definition and Variable Measurement

This study uses company performance as the dependent variable, with the
primary measure being the Tobin's Return on Assets (TBNQ). We use alternative
measures to measure performance variables, including the market-to-book ratio
(MARTB) and the price-to-book ratio (PRICTB). Each measure is based on previous
research (Aharoni et al., 2013; David & Wang, 2025; Nasir et al., 2024; Singhania et al.,
2022; Zarefar et al., 2022; Zarefar & Armadani, 2024). Tobin's Q is measured by adding
the market value of equity to the book value of debt, divided by the book value of total
assets. The Market-to-Book Ratio (MARTB) is measured by dividing total market
capitalization by total equity. Finally, price-to-book value (PRICBV) is measured by
dividing the stock market price by the book value per share (Bustani et al., 2021;
Hatane et al., 2021; Zarefar et al., 2022).

ESG performance is the independent variable used in this study. This
independent variable is measured using the ESG score from the Refinitiv dataset,
referring to previous research (Cheng & Feng, 2023). Refinitiv offers a comprehensive
suite of Environmental, Social, and Governance (ESG) data, commencing from 2002.
This dataset evaluates corporate ESG performance, encompassing 10 distinct themes
and three fundamental pillars, based on more than 600 evaluation metrics (Tasnia et
al., 2020).
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External assurance adalah variabel moderasi pada penelitian ini. External
assurance refers to an independent entity that conducts evaluations of an
organization's operations and disclosures (Uyar et al., 2023). Within the scope of this
research, the evaluation or auditing rendered by external assurance pertains to
Environmental, Social, and Governance (ESG) initiatives and a company's
sustainability report. A consensus among numerous scholars suggests that engaging
external assurance for ESG activities and sustainability reports aims to enhance public
confidence in the ESG information disclosed by corporations. Consistent with a
number of prior investigations, this study employs a binary variable to quantify
external assurance. A designation of "1" is allocated if the company indicates the
involvement of an external assurance provider in its sustainability report, and a
designation of "0" is assigned in the absence of such involvement (Simoni et al., 2020).

Drawing upon prior academic work, this investigation incorporates multiple
control variables to enhance the dependability of the model (Armadani & Zarefar,
2023; Diaz & Armadani, 2024; Nasir et al., 2024). The Return on Assets is determined
via the subsequent formula (Cao et al., 2012). ROA adalah Profit After Tax dibagi
dengan Total Assets. The Debt to Equity Ratio is computed using the following
equation (Devie et al., 2020; Kouaib et al., 2022). DER adalah Total Debt dibagi Total
Equity. Organizational scale is quantified by the natural logarithm (LN) of total assets
(Mobbs et al.,, 2021; Rudyanto & Pirzada, 2020). The count of board members
represents board SIZE, and similarly, audit committee SIZE is determined by the
number of individuals on the audit committee (Kovermann & Velte, 2019).

RESULT AND DISCUSSION
Result
Descriptive Statistics

This study presents descriptive statistics in Table 1, which indicate that the
companies performed exceptionally well. Throughout the year, the average score
ranged from 1.3 to 2.5, indicating significant potential for these companies and their
investor confidence, as confirmed in Table 2. The ESG variable shows that the average
performance of non-financial companies listed on the Indonesia Stock Exchange (IDX)
from 2019 to 2023 was 2.317. Table 2 reveals fluctuations, but not significant year-to-
year differences.

Furthermore, the moderating variable, external assurance (EA), indicates that
approximately 11 percent of companies have external assurance to ensure the
reliability of their ESG reports and practices. Furthermore, the external assurance used
by EAKAP is performed by a Big Four public accounting firm. ROA indicates positive
company performance from 2019 to 2023. The company's average debt-to-equity ratio
is 1.2 and has not changed significantly over the years. The company size is around 27.
Finally, the average audit committee consists of three members.

Table 1. Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
TBNQ 1535  1.377 3.37 .001 72.601
MARTB 1535 A 6.179 .001 99.75
PRICTB 1535 2503 6.178 .027 99.75
ESG 1535 2317 173 1.793 2.73

YUME : Journal of Management, 9(1), 2026 | 1699



Esg Performance And Firm Performance In Indonesia: Does External Assurance Matter?....

EA 1535 114 318 0 1
EAKAP 1535 .06 237 0 1
ROA 1535 3577 10.038 -44.33 94.36
DER 1535  1.172 1.374 .002 9.874
SIZE 1535  27.154 3.359 17.365 33.731
AC 1535  3.528 499 3 4
Source: Data Processing, Author 2025
Table 2. Descriptive statistics by year
EA SIZE AC
TBNQ MARTB PRICTB ESG EAKAP ROA DER
2019  1.028  2.338 2.338 2.078 163 .025 2,768 1568 2745 3.563
2020 1.129 2473 2473 2103 157 .037 1.013 1396 2746 3.567
2021 1.658 2981 2.981 232 111 .046 395 126 27199 3.542
2022 142 2.454 2.454 2322 113 071 4199 1.1 27.099 3.518
2023  1.283 2.284 2.285 2401 .098 .07 3572 1.066 27.051 3.514
Source: Data Processing, Author 2025
Table 2. Descriptive statistics by year
EA SIZE AC
TBNQ MARTB PRICTB ESG EAKAP ROA DER

2019  1.028  2.338 2.338 2.078 163 .025 2,768 1568 2745 3.563
2020 1129 2473 2.473 2103 157 .037 1.013 1.396 2746 3.567
2021 1.658 2981 2.981 232 111  .046 395 126 27199 3.542
2022 142 2.454 2.454 2322 113 .071 4199 1.1 27.099 3.518
2023  1.283 2.284 2.285 2401 .098 .07 3572 1.066 27.051 3.514

Pairwise Correlations

Source: Data Processing, Author 2025

We ensured that our research model was free from multicollinearity issues by
conducting pairwise correlation tests. This test was conducted by examining the
coefficients between independent variables with a threshold of 0.8 (Gujarati, 2003).
Table 3 shows that this research model is free from multicollinearity issues.

Table 3. Pairwise correlations

Variables (1) @) ©) (4) ©) ©6) @) ®) ©) (10)
(1) TBNQ  1.000
(2) MARTB  0.868* 1.000
(3) PRICTB  0.867* 1.000* 1.000
(4) ESG 0.066* 0.035 0.035  1.000
(5) EA -0.028 0.008 0008 - 1.000
0.088*

(6) EAKAP -0011 0038 0038 -0.003 0.704* 1.000
(7)ROA  0.149* 0.142* 0.142¢ 0005 0.107* 0.068* 1.000
(®8)DER - 0.072¢  0.072* - 0.040 0043 - 1.000

0.097* 0.120% 0.220¢
(9)SIZE ~ -0.021 -0008 -0.008 0010 0045 0071* -0.031 0032 1.000
(10) AC 0.040 0058 0058 -0039 0039 0019 -0.010 0045 0.049 1.000

% p<0.01, * p<0.05, * p<0.1
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Source: Data Processing, Author 2025

Regression Results and Discussion

Table 4 presents the main regression results and the robustness test. The findings
of this study reveal that company performance will be higher when they have high
ESG performance, thus supporting H1. This study confirms the legitimacy theory,
which states that good ESG performance in a company will bring numerous benefits
to the company, both economic and non-economic. Companies with good
performance gain legitimacy from stakeholders. These companies possess added
value, such as stakeholder support. It will prevent the company from experiencing
social barriers in the form of conflicts related to activities related to social and
environmental aspects. Furthermore, the implementation of ESG by a company will
enable it to operate effectively and efficiently, ultimately attracting investors and
increasing its market value.

Table 4. Regression results for hypothesis 1 and its robustness

(1) (2) )

TBNQ MARTB PRICTB
Intercept -1.718 -4.639* -4.634*
(-1.286) (-1.676) (-1.676)
ESG 1.155** 1.979* 1.980*
(2.147) (1.759) (1.761)
ROA 0.045*** 0.099** 0.099**
(4.040) (4.284) (4.282)
DER -0.180*** 0.441** 0.441**
(-3.621) (2.840) (2.837)
SIZE -0.071* -0.099* -0.099*
(-2.336) (-1.771) (-1.776)
AC 0.332* 0.595* 0.595*
(1.749) (1.927) (1.925)
Adj.R2 0.19 0.26 0.26
N 1535 1535 1535

F-stat

Source: Data Processing, Author 2025

Companies with good ESG performance will gain a positive image in the market
and among stakeholders. A company with a good image will be readily accepted by
the market and encourage investors to invest their funds. Furthermore, high consumer
loyalty to companies perceived as having good sustainability practices improves
company performance. Therefore, companies must consider ESG to improve their
performance.

Table 5 displays the results of the hypothesis 2 test. The findings of this study
reveal that external assurance does not significantly strengthen the influence of ESG
performance on company performance, thus rejecting H2. This study indicates that the
role of external assurance is not significant, as it should be able to ensure that
companies report honest ESG practices, thereby gaining investor trust and improving
company performance. This finding is likely due to the tiny percentage of companies
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that use external assurance. Furthermore, while there is no empirical evidence that
external assurance enhances ESG performance, it still has potential, and if sufficiently
utilized by Indonesian companies, we believe that companies should continue to
prioritize external assurance to provide stakeholder confidence in ESG practices.

Table 5. Regression results for hypothesis 2 and its robustness

(1)

(2)

(3)

TBNQ MARTB PRICTB
Intercept -5.206* -5.201* -1.743
(-1.823) (-1.823) (-1.248)
ESG 2.176* 2177* 1.104**
(1.907) (1.909) (2.055)
EA 5.276 5.279 -0.335
(0.885) (0.886) (-0.139)
ESGxEA -2.360 -2.360 -0.045
(-0.929) (-0.929) (-0.042)
ROA 0.099*** 0.099*** 0.045%**
(4.327) (4.325) (4.021)
DER 0.442%** 0.442%** -0.179***
(2.855) (2.853) (-3.617)
SIZE -0.093* -0.093* -0.064**
(-1.715) (-1.721) (-2.311)
AC 0.574* 0.574* 0.331*
(1.877) (1.875) (1.755)
Adj.R2 0.26 0.26 0.19
N 1535 1535 1535

Source: Data Processing, Author 2025
Robustness test

We conducted a robustness analysis using alternative measurements for the
dependent variable, as presented in Tables 4 and 5. The results showed that using the
alternative measurements remained linear with the primary measurement. Therefore,
the results of this study are robust.

Additional analysis

We further elaborated our study by breaking down each ESG element and
conducting regressions. Based on Table 6, the findings indicate that the environmental
component has a significant positive effect on company performance. It means that the
findings of this additional analysis align with the main findings, confirming that ESG
brings economic benefits to companies that practice it.

Table 6. Additional analysis of ESG components
(1) (2) ©)

TBNQ MARTB PRICTB
Intercept 0.935 -1.946 -1.917
(0.300) (-0.352) (-0.347)
Envi 2.354** 3.559** 3.556**
(2.350) (2.015) (2.013)
Soc -1.520 -1.599 -1.589
(-1.184) (-0.814) (-0.809)
Gov -0.899 0.332 0.296
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(-0.247) (0.057) (0.051)
ROA 0.046%** 0.100%** 0.100%*
(4.109) (4.356) (4.355)
DER -0.188*** 0.432%% 0.432%%
(-3.658) (2.752) (2.750)
SIZE -0.074%* -0.102* -0.102*
(-2.429) (-1.781) (-1.786)
AC 0.368* 0.649* 0.648*
(1.697) (1.921) (1.919)
AdjR2 0.19 0.26 0.26
N 1535 1535 1535

Source: Data Processing, Author 2025

We also conducted additional tests by replacing the external assurance measure
with a dummy variable, 1 for Big Four auditors and 0 otherwise. The research findings
are presented in Table 7, which again confirms that external assurance does not
enhance the positive influence of ESG on company performance.

Table 7. Additional analysis with alternative external assurance measurements

(1) (2) ®)

TBNQ MARTB PRICTB
Intercept -1.897 -5.464* -5.459*
(-1.348) (-1.935) (-1.936)
ESG 1.177** 2.366** 2.366**
(2.174) (2.084) (2.086)
EAKAP 1.265 15.542 15.550
(0.309) (1.257) (1.258)
ESGXEAKAP -0.737 -6.549 -6.551
(-0.415) (-1.263) (-1.263)
ROA 0.045*** 0.098** 0.098**
(4.035) (4.371) (4.370)
DER -0.179%* 0.434*** 0.434***
(-3.642) (2.843) (2.840)
SIZE -0.065** -0.095* -0.096*
(-2.281) (-1.732) (-1.737)
AC 0.324* 0.567* 0.566*
(1.735) (1.850) (1.849)
Adj.R2 0.19 0.26 0.26
N 1535 1535 1535

Source: Data Processing, Author 2025

Table 8 presents the results of additional analysis that divides the sample based
on the COVID-19 outbreak (COVID-19 = 1), namely the sample of companies from
2019 to 2022, and the post-COVID-19 sample (COVID-19 = 0), namely the sample of
companies in 2023. An interesting finding is that ESG only affects company
performance when the situation is not a COVID-19 pandemic. Legitimacy theory
posits that Environmental, Social, and Governance (ESG) initiatives are employed to
uphold a company's standing within society. Under typical circumstances, a
company's engagement in ESG practices enhances its public perception, reputational
capital, and credibility with stakeholders, thereby yielding favorable performance
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outcomes. Nevertheless, the COVID-19 pandemic demonstrated that a company's
social legitimacy was more a function of its swift reaction to the crisis —encompassing
measures like workforce reductions, community support, and safeguarding employee
welfare — than its adherence to established ESG metrics. Consequently, the significance
of ESG was diminished by the more immediate concerns arising from the crisis.

Table 8. additional analysis by covid 19
COVI9 COVI9 COVI9 COVI9 COVI9 COVI9 COVI9 COVI9 COVI9 COVI9 COVI9 COVI9
= =0 =1 =0 =1 =0 =1 =0 =1 = = =
TBNQ TBNQ MART MART PRICT PRICT TBNQ TBNQ MART MART PRICT  PRICT
B B B B B B B B
Interc 0901  -1.987 0976 7455 0976 7452 -129 -1.548 0411 6785 0411  -6.781
ept

(- (- (0143) (- (0.143) (- (- (- (- (- (- (-

0177)  0.713) 1.381) 1381)  0.252)  0.548)  0.060) 1.238)  0.060)  1.237)
ESG 0818  1.312* 0298  2.828* 0298  2.830* 0879 1087 0781  2514* 0781 2516

(0.616) (1.938) (0.168) (2156) (0.168) (2157)  (0.646) (1546)  (0.430)  (1.843)  (0.430)  (1.844)

EA 5539 5631 14241  -8.058 14241  -8.044
0.812) (- (1564) (- (1564) (-
1.097) 0.810) 0.808)
ESGx 2858 2221  -6.654 3269  -6.654  3.264
EA
- 1.015) (- 0770y (- (0.769)
0.923) 1.609) 1.609)

ROA 0.061**  0.030**  0.133**  0.067**  0.133**  0.067**  0.063**  0.031**  0.135**  0.067**  0.135**  0.067**

* * * * * * * * * * * *

(3.076) (3.014) (5.041) (3402) (5.041) (3.399) (3.162) (3.036) (5.115) (3.409) (5.115)  (3.406)

DER 0136 - 0370  0.463*  0.370*  0.462** 0133 - 0.384*  0.473%  0.384**  0.472%
0.213* * * 0.205% * *
8 8 (2.228) (2998) (2.228) (2.994) (- (- (2307)  (3.053) (2.307)  (3.048)
1.090)  2.667) 1.070)  2.564)

SIZE  -0109* -0.060* -0114 -0116* -0114  -0116* -0.095 -0057  -0.099  -0115* -0.099  -0.116*
¢ ¢ 3 s s s (- . ¢ ¢ ¢ ¢
1758)  1.722) 1383  1722) 1383) 1730) 1.530) 1615 1.187)  1.685)  1.187)  1.693)

AC 0311 0279 0103  0.679* 0103  0.680* 0285 0294  0.048  0702* 0048  0.703*
(0.838)  (1.459) (0.209) (1.832) (0.209) (1.834)  (0.766) (1529) (0.097) (1.885)  (0.097)  (1.887)

AdiR 019 015 0.51 0.16 0.51 0.16 0.19 0.15 051 0.16 051 0.16

2

N 539 996 539 996 539 99 539 996 539 996 539 996

Fstat 2233 2617 6550 2670 6550  2.667 2216 2598 6462 2629 6462  2.626
Source: Data Processing, Author 2025

CONCLUSION

Sustainability issues have become a central topic of discussion among
researchers, practitioners, and governments worldwide. Therefore, companies are no
longer solely focused on economic performance; they must also prioritize and
implement practices related to social and environmental aspects. This study aims to
test the role of ESG performance on corporate performance empirically. Furthermore,
it considers the moderating effect of external assurance on the relationship between
ESG performance and corporate performance. The study found that ESG performance
significantly improves corporate performance. However, external assurance did not
significantly strengthen the influence of ESG performance on corporate performance.
This finding confirms legitimacy theory, which suggests that companies benefit from
operating in accordance with societal expectations.

This study contributes to the literature by providing empirical evidence that
enriches the discussion regarding the role of ESG in improving corporate performance.
These findings broaden the study of the relationship between the two variables and
open up opportunities for future development. Practically, this research provides
input to corporate managers to increase their awareness of ESG implementation and
incorporate it into their strategic planning to achieve established performance targets.
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Furthermore, the government or lawmakers can consider this issue when developing
regulations related to sustainability.

This study has several limitations. First, the sample used in this study focused
only on non-financial companies. Therefore, further research can expand the sample
size, both to other industries and across countries. Furthermore, this study also has
limitations in its use of company performance measures. This study only used market-
based performance measures, despite using two measures. Future research is
recommended to incorporate accounting-based measures to produce a more
comprehensive study.
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