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Abstract

While making an investment decision, consider not just internal performance indicators
such as sales growth, reduced leverage, or stable share price, but also integration components
in environmental, social, and governance issues. In light of this, the study’s objective is to
determine the impact of ESG factors on company performance as a benchmark for enterprise
value in all Asian nations. Secondary data for dependent and independent variables was
gathered from Bloomberg databases between 2014 and 2020. To achieve the goal, fixed and
random effect models were tested, with the best-fit technique being used for the most
appropriate model after testing for Hetero and Serial Correlation. The study reveals that the
ESG disclosure of ES, GS, and SS, as well as the risk and size of the firm, are significant in
predicting firm value. The firm’s leverage and liquidity, on the other hand, indicate
insignificant results. According to the stakeholder theory, disclosing ESG information to all
stakeholders is critical to improving a company’s long-term performance and gaining a
strategic competitive advantage. The findings of this study can be utilised as a benchmarking
tool to raise stakeholder value creation standards across Asian countries on the level of ESG
practices, by comparing a firm’s performance to levels of socially responsible practices.
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Introduction

The era of being “good” in an organisation through “ESG-awareness” is progressively
being incorporated into corporate investment decisions across Asia. ESG investing is garnering
substantial recognition from policymakers, investors, and the general public for supporting
sustainable working practises and business operations (Korwatanasakul, 2020). The debate on
ESG is also widely discussed in past literature, interchanged with socially responsible
investment (SRI) and corporate social responsibility (CSR). ESG is a phrase that refers to the
incorporation of three critical indicators of environmental, social, and governance into a firm’s
operations that have an impact on the firm’s decision-making and investment activities. Hence,
it resembles a practise initiated by firms to be sustainable through implementing strategies
beyond the profit measure in creating value not only for investors but also for society and
stakeholders as a whole.
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The interests of Asian investors, regulators, and consumers are headed for positive
impacts as a signpost that Asian issuers show regional leadership in embracing the
sustainability agenda. HSBC’s Asian report (2021) revealed a slight increase from last year,
with approximately 58 percent of Asian issuers stating that environmental and social issues are
extremely critical to their organisation. This was the highest percentage among issuers
globally, indicating that ESG integration in Asia is primarily driven by pressure from
employees, customers, and regulatory requirements. Additionally, a recent survey conducted
within the Asia-Pacific region indicates an increase in ESG investment by the region’s
investors due to COVID-19. Furthermore, by the end of 2021, many corporations wanted to
include ESG into their investment research and decision-making processes (Borneo Post
Online, 2021). The significant shift in the ESG landscape in Asia was driven, among others,
by the issues of climate change and the advancement of sustainability regulations. According
to a recent analysis by Verisk Maplecroft, Asian cities are the most vulnerable to environmental
threats such as severe heat, climate change, and natural catastrophes (Nichols, 2021).

There is an immediate necessity for ESG studies in Asian countries, driven by Asian
investors’ growing interest in integrating ESG factors into their investment analyses and also
by a growing percentage of publicly traded Asian companies implementing sustainability
strategies and revealing ESG information (Alsayegh et al., 2020). However, the value of being
“good” amongst the Asian firms in upholding the ESG principles is yet to be confirmed.
Previous literature converges on its added value from different countries’ perspectives (e.g.,
Ismai, Isa, Rahman & Mazlan, 2020; Duque-Grisales & Aguilera-Caracuel, 2019; Yoon, Lee
& Byun, 2018; Atan et al., 2018; Van Brecht, Maga, Luciani, Sahakijpicharn & Semmerling,
2018; Amel-Zadeh & Serafeim, 2017; Velte, 2017). However, issues focusing on the Asian
ESG are still limited with inconclusive results to confirm such benefits. Therefore, this study
is motivated to stipulate the outcome of being “good” as measured by the disclosure indicators
using an ESG score towards the Asian public listed firms’ performance through the dimension
of firm value.

Literature Review and Hypothesis Development

Underpinning Theory

Drawing from the stakeholder theory (Freeman, 1984; Freeman et al., 2010), past
literature demonstrates the importance of virtuous association with various stakeholder groups
in improving a firm’s sustainable performance. Long-term value is created when a firm engages
in ESG operations, performing social commitments, meeting environmental obligations, and
strengthening its image (Rezaee, 2016). This theory emphasises the ESG activities that bring
benefits to firms’ performance. As such, Peng and Isa (2020) describe these synergies through
the possibility of grooming exceptional employees from satisfied and happy employees;
sustaining loyalty from satisfied customers; and buying cheaper materials from satisfied
suppliers, hence contributing towards increasing the firm’s reputation perceived by financial
performance and sustainability. Furthermore, the legitimacy theory is also widely used in
explaining ESG disclosure. This theory emphasises the significance of reporting specific
information about a firm, such as civic engagement, human resources, material assets,
environmental accomplishments, and product and service contributions, in order to build
society’s trust in the firm’s legitimate activities, thereby contributing to social value (Alsayegh
et al., 2020)

The opposition to ESG-supporting theories gave birth to the agency theory (Jensen &
Meckling, 1976), which examines the possibility of agency conflict between managers and
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shareholders as a result of ESG engagement. The conflict arises as a result of managers’
decision to divert their attention away from core managerial responsibilities and toward social
activities and investments in order to improve their personal reputation (Jensen, 2002). (Barnea
& Rubin, 2010). As a result, they contributed to declining firm value by directly benefiting
shareholders’ expenses (Kruger, 2015) and thus reducing the firm’s profit (Peng & Isa, 2020).

Past Literature on ESG in Asia

The preceding ESG issues were based on a variety of investment practises that
incorporated ESG indicators throughout Asian literature. Numerous ESG publications were
available, with a focus on developed countries. Prior to this, however, there is a dearth of
literature focusing on Asian perspectives, necessitating attention.

Past literature on Asian countries has focused on the ESG mechanism using various
indicators. As such, Loh et al. (2016) investigated the sustainability disclosure rate of ESG
among ASEAN countries and reported that Malaysia shows the highest sustainability
disclosure rate (64.5%) followed by Singapore (61.7%), Thailand (60%), the Philippines
(56.3%), and the lowest score by Indonesia (53.6%). Meanwhile, Aik et al. (2020) examine the
presence of a cyclic correlation between ESG disclosure and the financial performance of
Malaysian, Singaporean, and Thai listed corporations. They identified a substantial positive
cyclical correlation for Malaysian companies, a negative cyclical correlation for Singaporean
companies, and no significant cyclical correlation for Thai companies using ESG disclosure
and profits per share. Thus, they argue that only Malaysian firms benefit financially from
sustainability reporting by eliminating knowledge disparity between stakeholders. Mohamad
et al. (2021) conducted a recent study in which they compared the ESG implementations in six
Asian countries, namely Japan, Hong Kong, Singapore, the Philippines, Taiwan, and Malaysia,
using ESG scores. They conclude that a significant difference exists for each component of the
ESG indicators, with Taiwan demonstrating the greatest commitment to ESG implementation
and having one of the lowest mean scores throughout all nations for the environment.

Abdul Rahman and Alsayegh (2021) measured business characteristics and confirmed
the disclosure of extra ESG information across Asian enterprises using economic performance,
profitability, leverage, and size. Their study demonstrates the firm’s continued existence
through increased ESG reporting, thereby correlating with the legitimacy theory. Furthermore,
Alsayegh et al. (2020) conclude that disclosing a firm’s environmental and social strategies
contributes to the strengthening of Asian firms’ corporate sustainability performance.
Moreover, they observed statistically significant positive relationships between environmental
and social performance, indicating the possibility of economic sustainability. Melinda and
Wardhani (2020) discovered substantial correlations between the ESG index score and the
controversy score regarding the value of companies, as evaluated by Tobin’s Q. Moreover,
they discovered that each indicator of ESG-environmental, ESG-social, and ESG-governance
has an effect on the businesses’ value, implying the critical nature of reporting ESG factors in
enhancing firm value and establishing the company’s long-term sustainability.

Description of Methodology

Sample

The current study covered a period of seven years ranging from 2014 until 2020 for six
Asian countries, which are Japan (197), Taiwan (105), Malaysia (56), Singapore (27), Hong
Kong (20) and the Philippines (22). The selected company is based on the availability of the
ESG data.
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Variable Selection

The company’s valuation serves as the dependent variable. The Tobin’s Q (TQ)
equation was chosen to represent the firm’s value since it is one of the most extensively used
metrics of firm value (Al-Slehat et al., 2020). It is calculated as the ratio of the firm’s market
value to its book value of assets or book value of owners’ equity (Kim et al., 2015)

Meanwhile, the environmental, social, and governance scores were used as independent
variables to reflect ESG implementation in ASEAN. According to Verga Matos et al. (2020),
the ESG score is widely used in academic literature as a measurement for corporate
sustainability. It is regarded as a prudent strategy since it helps investors balance social impact
and financial returns while retaining the advantages of portfolio diversification. (2018,
Blacksell). The current research will use the environmental, social, and governance scores to
assess the ESG policies of publicly traded companies throughout the nation. The current study
will be reflected by the scores of each company by country. The score was measured based on
the readily calculated ESG Disclosure Score from Bloomberg’s database. Table 1 depicts the
indicators used to calculate the score disclosed by Bloomberg. Bloomberg’s ESG disclosure
scores were in the range of 1 to 100. The score eventually measures the transparency of
disclosure on ESG-related information but not the performance. The more information is
disclosed, the higher the disclosure score will be.

Table 1 Indicators used to calculate the score disclosed by Bloomberg
No Score Indicator
Total GHG Omission
Total Energy Consumption
Environment Total water use
1 (ENV S) Hazardous Waste
- Total waste
Environmental Fines (#)
Environmental Fines ($)
Number of Employee
Employee Turnover %
% Employees Unionized
%Women in workforces
% Women in management

Score

Proprietary Bloomberg’s score is
calculated using the amount of a
company’s environmental, social,
and governance (ESG) data that is
publicly available. A firm that is not
part of the ESG group will not have a
score and will display N/A.
Companies who made no disclosures
will have a value of “0.” The ratings

Social will range from 0.1 for firms that

Lost time from Accidents
Fatalities- Contractors,
Fatalities- Employee,
Fatalities- Total
Community Spending
Size of Board
Independent Directors

% Independents Director
Governance .
3 (GOV._S) Board Duration (Years
- #Board Meeting
Board Meeting Attendance
Political Donations

(SOC_S)

provide the bare minimum of E, S,
and G data to 100 for companies that
share every data point disclosed by
Bloomberg. Across sectors and
regions, a consistent set of themes,
data fields, and field weights apply.
The score is based on the quantity of
ESG data disclosed publicly by a
corporation and does not reflect the
company’s success on any one data
point.

Sources: All the indicators and score were extracted from Bloomberg

Additionally, the control variables used are risk (RISK), leverage (LEV), liquidity
(LIQ), and firm size (SIZE). The Weighted Average Cost of Capital (WACC) was used as an
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indicator for RISK. The WACC represents the combination of the cost of capital from various
sources (i.e., common shares, preferred shares, and debt). For each type of capital, the cost was
weighted by its proportion. It was used for risk debt and bankruptcy assessment in several
studies (e.g., Koziol, 2019; Mari & Marra, 2019; Ceron, 2014). In addition, leverage using
Debt to Equity was used to calculate the volume of financing across Asian firms for their
operations through debt versus totally owned funds. It represents the level of debt used to
operate the business and also measures the level of risk allied to the firm’s capital structure.
The greater the ratio value, the more leveraged the firm was, while the ratio of current assets
to current liabilities was used to determine liquidity. It specifies the firm’s ability to satisfy its
short-term debts. A higher ratio indicates highly liquid firms that have efficient utilisation of
their current assets in the timely servicing of their current liabilities, thus minimising the risks
(Sonia & Khafid, 2020). Meanwhile, the log value of market capitalisation was used as an
indicator for firm size. The good performance of Asian firms can be benchmarked through their
capital foundations by larger firms (Husnha & Ibnu, 2019).

Independent Variable Dependent Variable
Environment (ENV_S) Firm value
Social (SOC_S)
Governance (GOV_S) Tobin Q (TQ)
Risk (RISK)

Leverage (LEV)
Liquidity (L1Q) |:>
Log Market Capital (SIZE)

Figure 1: Theoretical Framework

Methodology

Static Panel Data Analysis using Stata 13 will be performed to validate the proposed
hypotheses. Panel data allows for the identification of certain parameters without assuming any
restrictive expectations (Verbeek, 2008). Additionally, it includes time series and cross-
sectional data.

The following Model 1 was used to assess the effect of ESG score on firm value:
TQit=a + B1ENV_Siit + B 2GOV_Sait + PsSOC_Ssit + PsRISKa+ BsLEVsic + Bl 1Qsis +
BrSizezit tpi+ M+ & ...

The subscripts i and t denote firms (cross-sectional data) and time (time series data),
whereas pi is the firm-specific variable, At is the time-specific variable, and eit is the
appropriately defined disturbance term. Meanwhile, all the indicators used were explained as
per figure 1. In confirming the associations between the selected variables, the current study
utilised the Multivariate Panel Regression Analysis (MPRA). The effects of pooled Ordinary
Least Squares (OLS) (within the firms as Random Effect (RE), Generalised Least Squares
(GLYS), or Fixed Effect (FE) are tested for the panel model observation.

Finding Discussion

Descriptive Statistics

The data of 427 for 6 Asian countries for the time spent from 2014 to 2020 pertinent to
the selected variables and also the ESG scores are depicted in Table 2. The descriptive table
discloses that the mean value of TQ is 1.28, which is higher than 1. Consequently, this
implies that the firm is generating a higher rate of return than its replacement cost. Amongst
the ESG indicators, the governance score depicts the highest mean scores, followed by the
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social score, while the environmental score is the lowest over the study period, with the
standard deviation value also indicating high variability for all three ESG indicators. On
average, most Asian firms heavily rely on debt in their financing, given higher leverage with a
mean value of 68.15, which is higher than 50 percent with very high variability in standard
deviation. The Asian firms also had moderate liquidity, with a mean value of 1.98, indicating
the ability of the firm to meet its obligations for short-term debt.

Table 2 Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
TQ 2,981 1.548432 1.282138 0 18.864
SOC_S 2,903 30.13799 16.65036 0 85.9649
GOV_S 2,964 52.21711 13.7888 0 96.1168
ENV_S 2,887 27.70343 18.54007 0 86.0465
LIQ 2,967 1.980051 1.540963 0 15.2419
RISK 2,981 7.576725 2.992644 0 23.2183
LEV 2,982 68.1562 891.4394 -2342.19 48385.98
SIZE 2,944 7.933962 1.442337 2.241097 13.1004

Multicollinearity among Variables

The presence of multicollinearity issues among variables was examined before further
analysis using the Variance Inflation Factor (VIF) and the pairwise correlation (PWC). Results
reported in Table 3 indicate a VIF value of less than 10 for all tested variables, thus confirming
the absence of multicollinearity among variables (Garcia, Garcia, Lopez Martin & Salmerén,
2014; O’Brian, 2007). Furthermore, the pairwise correlation (PWC) analysis suggests that there
is no significant issue of multicollinearity as seen in Table 3. According to Gujarati (2014),
coefficients of regressors larger than 0.8 indicate major multicollinearity issues that necessitate
the variable’s deletion. The current study reported a correlation coefficient of less than the
threshold (<0.80) with the highest values being for the EG score (0.596) and the EE score
(0.507). Meanwhile, negative significant associations were observed between EE and TQ,
while LIQ, RISK, and SIZE had positive associations with TQ. Even though there are
significant coefficients across the variable, the coefficient value is too small to be concerned
about. Thus, both the VIF value and pairwise correlation coefficients indicate the presence of
multicollinearity, indicating that the created model is predictively valid.

Table 3: Result of VIF and Pairwise correlation (PWC)
Variables (TQ) (SOC_S)(GOV_G)(ESG_E) (LIQ) (RISK) (LEV) (SIZE) VIF

TQ  1.000 -
SOC_S -0.007 1.000 1.98
GOV_S 0.020 0.447*** 1.000 1.64
ENV_S ) | ypues 0-596%** 0.507*** 1,000 1.39
*Kkk - -
LIQ  0.120%%% | i 0.026 ) 1o us 1.000 1.14
RISK 0.262***(0,088*** 0.105*** 0.147*** 0.294*** 1.000 1.19
LEV -0.029 -0.033* -0.068*** -0.034* -0.021 -0.035* 1.000 1.10

SIZE  0.114%**0.096%** 0.215%** 0.353*** 0.036* 0.120*** -0.008 1.000 1.19
** n<0,01, ** p<0.05, * p<0.1
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Panel Data Analysis

Next, The Regression Results Of Pooled Regression (Pols), Fixed Effects Model (Fem),
And Random Effects Model (Rem) Are Depicted In Table 4.

To Begin With, In Separating The Pooled Ols And The Re, The Breuch-Pagan
Lagrange Multiplier (Bp-Lm) Test (Breusch And Pagan, 1980) Was Applied To Confirm The
Presence Of A Specific Effect Or Heterogeneity In The Model Prediction. The Results In Table
4 Confirmed That Re Was The Best Fit Model For Explaining The Relationship Between The
Esg Score Indicators And Others Chosen By Iv And The Firm’s Value As Measured By Tobin
Q. The Bb-Lm Confirms The Null Hypothesis Of Zu? = 0 With Significant Probability At A
99% Confidence Level (P < 0.01) With A Chi-Bar-Square Value Of 4379.52. Therefore, It Is
Proposed That The Data Was Unable To Be Pooled Due To The Similarity Of The Slopes And
Intercepts Across Firms. Thus, The Current Study Establishes The Existence Of Firm-Specific
Random Effects On The Data, Implying A More Accurate Estimation Using The Re Model.

Next, To Confirm The Existence Of Endogeneity In The Model Estimation And To
Conclude The Best-Fit Model Prediction Between The Re And Fe, The Durbin—Wu—Hausman
(Dwh) Specification Test (Hausman, 1978) Was Performed. The Dwh Result In Table 4
Reported The Chi-Bar-Square Value Of 6.64 With Significant Probability, Thus Rejecting The
Null, As The P-Value (Prob > Chi2) Is Less Than 5%. Henceforth, The Fe model justified the
firm’s effects, which confirms the consistency and efficiency of the FE estimators. Thus, the
results were interpreted based on the FE model.

Subsequently, the modified Wald statistics for heteroskedasticity diagnostic test and the
Woolridge test for autocorrelation in panel data were performed. The results depicted in Table
4 report the non-constant variances and heteroskedasticity issues. The chi-bar-squared of
1.7e+06 with a probability significant to 99% confidence level was reported for the modified
Wald Statistic of group-wise heteroskedasticity in the residual of a fixed effects regression
model (Greene, 2000). Also, the testified X? value of the Woolridge test was significant at 1%
with an F-value of 12.071, implying the presence of variance inequality to confirm the serial
correlation problems. Hence, the current study performed the OLS with heteroskedasticity and
serial correlation robust standard error (Hoechle, 2007) to rectify both problems. The results
are summarised in Table 4.

The results of all model estimations are also summarised in Table 4. The robust results
after cluster regression for both time and industry effects indicate the ESG indicators of
ENV_S, GOV_S, SOC-S, and the firm’s risk and size are significant in predicting the firm
value. While the firm’s leverage and liquidity indicate insignificant results, the current study
observes that the existence of relationships is significant at the 1% significance level, thus
concluding the importance of ESG disclosure towards firm value.

The consistency of results was observed with positive relationships at a 1% significant
level with TQ for the GOV_S and SOC _ scores. This can be seen through each part of the
regression analysis for all four models, indicating positive significant relations for ES and EG,
with the robust results justifying positive associations (+0.00539) and (+0.00678), respectively.
The social indicators, in line with Yordudom and Suttipun (2020) and Yoon et al. (2018), imply
the importance of maintaining stronger relationships with various stakeholders. Hence, it
contributed towards reducing the asymmetric information between a firm and its stakeholders,
which led to better operating performance (Amritha & Balasubramanian, 2019). The social
sustainability focus on the impact of business management on people by delving into the
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quality of a firm’s relationships and engagement with all its stakeholders, such as employees,
customers, and local communities, becoming the main elements of firm sustainability (Ting et
al., 2020).

The governance indicators demonstrate the importance of transparency in governing
firms that are able to reduce their agency costs. Hence, it leads to a more efficient use of various
sources of capital for business operations. Subsequently, better governance will build trust and
predictability, thereby generating investors’ confidence (Adinegara & Sukamulya, 2021),
which in turn induces firm value. The results thus corroborate with previous studies (e.g.,
Adinegara & Sukamulya, 2021; Dao, 2020; Yordudom & Suttipun, 2020; Kaur & Vij, 2018)
that also indicate the positive relationship between good corporate governance and firm value.
A recent report by Bloomberg Intelligence (2021), based on their analysis of quarterly data
from the beginning of 2015 to 2021, suggested that stronger governance practises and
improvement in ESG performance disclosure scores could be a driver of excess returns over
time for the U.S. corporate index. Based on Sustainalytics’ ESG rankings, an increase of 10—
30 bps in excess returns was observed among better-governed and higher momentum
companies. However, higher-rated companies do not necessarily have higher ESG rankings.

However, the results for the environmental score do not align with some of the priori
empirical findings supporting the importance of environmental improvement. A negative
coefficient was observed across all four models, with a robust coefficient of (-0.0104) at a 1%
significant level with TQ. Thus, this is corroborated by the study by Aybars et al. (2019),
indicating that a lower EE score leads to a higher Tobin’s Q. Hence, a higher Tobin’s Q is
found to be less sensitive to environmental issues (Aybars et al., 2019) compared to social and
governance indicators. This reverse influence of the association between environmental score
and firm value implies that a firm’s expenses for setting up environmentally friendly operations
across Asian countries will not be compensated with better firm value. The facts that Asian’s
economic contribution towards the alarming climate and natural resources issues might justify
the inverse relationships. Asia, which accounts for half of the world’s population, consumes
75% of the world’s coal now. This enables the building or development of 75% of the world’s
coal power plants in Asia (Sengupta, 2018). Additionally, as illustrated in Table 2, the
environment score has the lowest mean score when compared to the other two indicators. The
current study contrasts with Yoon et al. (2018) for the Korean airline industry, Yordudom
and Suttipun (2020) for Thailand, and Abdi and Camara-Turull (2021) for the airline industry
in general.

The results for risk indicators for three models suggest a significant positive with a
robust coefficient (0.0216) at 1% level between the firm’s risks and value. Thus, an increase in
the WACC value is able to upsurge the Tobin Q to improve the firm’s value across Asia.
Consequently, this consistently supports the risk-return trade-off, signifying the acronym for
rising potential return with an increase in risk. The results are coherent with past literature
supporting positive impacts such as Deuis et al., (2021), Ibrahim & Badara (2020), Mohamad
(2020), and Abdul Sattar (2015), indicating that WACC are drivers in enhancing the firm’s
value. In theory, the firm’s value is composed of all predicted future cash flows created by the
assets, discounted at the firm’s WACC (Bringham & Ehrhard, 2002), thus affecting the firm’s
value. Additionally, a greater WACC indicates that the firm’s sustainable development was
funded by higher operating expenses for debt and equity capital, indicating more risky
investment selections. Hence, supporting the importance of an appropriate financing mix
towards significant improvement in firm value (Mohamad, 2020).
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Having consistency for all four models, the firm size’s robust coefficient (+0.461)
posits a positive significant relationship at a 1% significant level with TQ. Being the benchmark
in measuring firm performance with larger firms posits a greater impact on firms’ valuations.
Current findings also reaffirm previous studies by Jihadi et al. (2021), Mohamad (2020), Dang
et al. (2019), Husna and Satria (2019), and Erlangga and Mawardi (2016), which also indicate
a positive impact of size on firm value. Larger firms will be more competitive in gaining
internal or external sources of funds to finance their sustainable growth. Those sources provide
a better opportunity for growth diversification and, hence, provide positive signals to
shareholders and potential investors that lead to a significant improvement in firm value.
Additionally, a better future profit achievement is possible for bigger firms (Setiadharma &
Machali, 2017).

Table 4: Results of Pooled OLS, Random Effect GLS and Fixed Effect and Robust OLS with
Hetero & Serial Correlation

Variable Model (1) Model (2) Model (3) Model (4)
Pooled OLS Random Effect Fixed Effect RE.W'th Heterq &
Serial Correlation
SOC_S 0.00927*** 0.00539*** 0.00252* 0.00539***
GOV_S 0.00484** 0.00678*** 0.00612*** 0.00678***
ENV_S -0.0230*** -0.0104*** -0.00510*** -0.0104***
LI 0.00971 -0.0316** -0.0527*** -0.0316
RIS?( 0.112*** 0.0216*** 0.00236 0.0216***
LEV -5.61E-05 -0.000185* -0.000146 -0.000185
SIZE 0.162*** 0.461*** 0.655*** 0.461***
Constant -0.499*** -2.423%** -3.822%** -2.423%**
Observations 2,841 2,841 2,841 2,841
R-squared 0.208 0.221 0.208
Model Fit(F-stat) 61.37*** 97.84***
BP- LM Test 4379.52
Hausman Test 120.63***
Multicollinearity
(mean VIF) 1.38 1.38 1.38 1.38
Heterczfgfggstlcny 1 7e4+0***
Serlal(lgosrtraetlatlon 12 071 %%

Figure in the parentheses is t-statistics, except for Bruech-pagan LM test, hausman test,
heteroskedasticity and serial correlation test, which are p-values.

Asterisks *, ** and *** denote statistical significance level respectively at 10%, 5%
and 1%.

Conclusion

Referring to the evidence presented in this study, the robust results clustering for both
time and industry effects indicate that disclosing ESG indicators such as ES, GS, and SS, as
well as the firm’s risk and size, provides greater value for Asian firms. Thus, the current study
validates both stakeholder and shredder value theories by demonstrating the benefits of ESG
integration among Asian firms. Thus, it is critical to disclose all the ESG information to all
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stakeholders in order to foster a stronger competitive advantage, which is a critical factor in
corporate sustainability performance. The findings of this study can be used as a benchmark
for Asian countries to raise the bar on ESG-related stakeholder value creation. As a result, it
assists investors in categorising businesses and industries based on their socially responsible
practises, resulting in more informed investment decisions. Additionally, this study is able to
instil an appreciation for the importance of responsible investment among practitioners,
academics, and policymakers by incorporating ESG factors into the measurement and
evaluation of a corporation’s performance as an added value.
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