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Abstract: This study investigates the effect of sustainability reporting on firm value among
companies listed on the Indonesia Stock Exchange (IDX). Employing a mixed-methods approach,
it analyzes financial and sustainability data from 100 firms between 2020 and 2023 and
supplements it with executive interviews. Firm value was measured using market capitalization,
stock performance, and return on equity (ROE), while disclosure quality was assessed through
GRI and SASB frameworks. Results show that firms with higher-quality reports achieve stronger
financial performance and investor trust, exemplified by PT Astra International Tbk’s 20% stock
price increase following its report. Sectoral analysis indicates consumer goods companies lead in
proactive sustainability practices, while mining and energy firms face reporting challenges.
Overall, sustainability reporting emerges as a strategic tool for accountability, competitiveness,
and long-term value creation in emerging markets.
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Abstrak: Penelitian ini mengkaji pengaruh pelaporan keberlanjutan terhadap nilai perusahaan
pada emiten Bursa Efek Indonesia (BEI). Dengan pendekatan mixed-methods, penelitian ini
menganalisis data keuangan dan keberlanjutan dari 100 perusahaan periode 2020-2023 serta
melengkapinya dengan wawancara eksekutif. Nilai perusahaan diukur melalui kapitalisasi pasar,
kinerja saham, dan return on equity (ROE), sementara kualitas pelaporan dinilai berdasarkan
kerangka GRI dan SASB. Hasil penelitian menunjukkan bahwa perusahaan dengan pelaporan
keberlanjutan berkualitas tinggi mencapai kinerja finansial yang lebih baik dan meningkatkan
kepercayaan investor, seperti terlihat pada PT Astra International Tbk yang mencatat kenaikan
harga saham 20% setelah merilis laporan keberlanjutannya. Analisis sektoral menunjukkan
bahwa perusahaan barang konsumsi lebih proaktif dalam praktik keberlanjutan, sedangkan
sektor pertambangan dan energi menghadapi tantangan besar. Secara keseluruhan, pelaporan
keberlanjutan terbukti bukan sekadar kepatuhan, melainkan instrumen strategis untuk
akuntabilitas, daya saing, dan penciptaan nilai jangka panjang di pasar negara berkembang.
Kata Kunci: pelaporan keberlanjutan, nilai perusahaan, ESG, Bursa Efek Indonesia.

Introduction

In recent years, the global business environment has increasingly emphasized sustainability,
reflecting heightened awareness of environmental, social, and governance (ESG) issues. For many
corporations, sustainability reporting is no longer viewed as a regulatory obligation but as a
strategic instrument that enhances transparency, reputation, and ultimately, firm value. This shift
is particularly evident in emerging markets such as Indonesia, where the Indonesia Stock
Exchange (IDX) has actively promoted sustainability disclosures by issuing guidelines and
launching initiatives such as the IDX Sustainability Reporting Award to encourage more
comprehensive reporting practices (IDX, 2023)1.

! Indonesia Stock Exchange. (2023). Annual report 2022. IDX. https://www.idx.co.id
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Firm value is a multidimensional construct, encompassing not only financial indicators such as
stock performance and market capitalization but also intangible dimensions, including
stakeholder trust and brand reputation (Yulistia & Mauliansyah, 2024). Previous studies have
highlighted that companies engaging in sustainability reporting tend to build stronger investor
confidence and achieve better long-term market performance (GRI - Home, n.d.)2. Moreover,
research indicates that sustainability reporting facilitates operational efficiency, strengthens risk
management, and fosters innovation. For example, global corporations such as Unilever have
demonstrated that structured sustainability strategies can reduce costs, enhance
competitiveness, and drive revenue growth (Unilever, 2021)3.

The Indonesian context provides a unique setting to examine this relationship. With more than
700 companies listed and a market capitalization exceeding IDR 6,000 trillion, IDX represents a
diverse spectrum of industries, ranging from finance and manufacturing to consumer goods (IDX,
2023)* The regulatory push for sustainability disclosure has prompted many firms to embed ESG
considerations into their core business strategies, aligning with international standards while
responding to local market expectations. This evolving landscape creates an opportunity to
empirically test whether sustainability reporting translates into measurable improvements in
firm value.

Against this backdrop, the present study aims to investigate the impact of sustainability reporting
on the firm value of IDX-listed companies. Specifically, it explores whether the quality and
frequency of sustainability disclosures are associated with stock performance, market
capitalization, and investor perception. The study also seeks to uncover moderating factors, such
as firm size, industry characteristics, and governance structures, that may influence this
relationship. In doing so, the research addresses the following questions:

1. What is the relationship between sustainability reporting and firm value among IDX-
listed companies?

2. How does the quality of sustainability reporting influence investor perception and market
performance?

3. Do industry-specific characteristics or firm attributes moderate the impact of
sustainability reporting on firm value?

4. What best practices can be identified from companies that effectively leverage
sustainability reporting to create firm value?

The significance of this study lies in its implications for multiple stakeholders. For investors,
insights into the sustainability-value nexus can inform capital allocation and risk management
decisions. For corporate managers, the findings highlight how sustainability disclosures can
strengthen strategic positioning and market credibility. Policymakers, in turn, may utilize the
evidence to evaluate and refine regulatory frameworks aimed at promoting sustainable corporate
practices in Indonesia. Academically, this study contributes to the growing body of literature on
sustainability reporting and corporate finance, particularly within the context of emerging
markets where institutional dynamics differ from those in developed economies.

By integrating these perspectives, this research aspires to advance both theory and practice,
offering empirical evidence on how sustainability reporting functions as a mechanism for long-

term value creation in [DX-listed companies.

Literatur review

2 Global Reporting Initiative. (2021). The future of sustainability reporting. Global Reporting Initiative.
https://www.globalreporting.org

3 Unilever. (2021). Sustainable living report 2021. Unilever. https://www.unilever.com

4 Indonesia Stock Exchange. (2023). Annual report 2022. IDX. https://www.idx.co.id
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Sustainability reporting has emerged as a central mechanism through which firms communicate
their environmental, social, and governance (ESG) performance to stakeholders. It encompasses
a wide array of dimensions, including carbon emissions, labor practices, energy efficiency, and
community engagement (Khan, Serafeim, & Yoon, 2021)5. Global standards such as the Global
Reporting Initiative (GRI) and the Sustainability Accounting Standards Board (SASB) provide
firms with structured frameworks that enhance transparency and comparability (Sullivan &
Mackenzie, 2020)¢. The growing adoption of sustainability reporting reflects a strategic response
to rising societal expectations, regulatory pressures, and global commitments, such as the Paris
Agreement and the United Nations’ Sustainable Development Goals (World Bank, 2020)7.

Beyond compliance, sustainability reporting is closely tied to risk management and long-term
value creation. By disclosing ESG-related practices, firms reduce information asymmetry,
strengthen trust with stakeholders, and signal effective governance (Eccles et al,, n.d.)8. In fact,
90% of S&P 500 companies disclosed sustainability reports in 2020 compared with only 20% in
2011, highlighting the global shift toward sustainability as a core strategic imperative (G&A
Institute, 2021)°. Within the Indonesian market, IDX-listed firms have increasingly adopted
sustainability disclosure, not only to align with international best practices but also to enhance
competitiveness in an economy where socially responsible investment is gaining traction.

The theoretical underpinnings of this relationship are grounded in stakeholder theory, legitimacy
theory, and signaling theory. Stakeholder theory emphasizes firms’ obligations to diverse
stakeholders whose trust and expectations can directly influence corporate reputation and
market value (Freeman, 1984)10. Legitimacy theory reinforces this by suggesting that transparent
disclosures help organizations secure societal approval and maintain their “license to operate”
(Suchman, 1995)1L. Meanwhile, signaling theory posits that credible and high-quality
sustainability disclosures signal superior managerial capability and long-term viability, thereby
attracting investors and reducing capital costs (Spence, 1973; Gibson, Krueger, & Schmidt,
2020)12, When integrated strategically, sustainability initiatives can also drive operational
efficiency, innovation, and cost savings, reinforcing the “shared value” concept proposed by
Porter and Kramer (2011)13.

Empirical evidence largely supports a positive association between sustainability reporting and
firm value, though findings remain nuanced. Frias-Aceituno, Rodriguez-Ariza, and Garcia-Sanchez
(2013)14 demonstrated that firms with comprehensive sustainability disclosures tend to
outperform peers in terms of financial performance. In Indonesia, Rachmawati et al. (2021)15
found that sustainability reporting significantly improves profitability and market capitalization
of IDX-listed companies, indicating that local investors increasingly value transparent ESG
practices. However, the quality of disclosures remains critical—low-quality or superficial

5 Khan, M., Serafeim, G., & Yoon, A. (2021). Corporate sustainability: First evidence on materiality. The
Accounting Review, 96(1), 1-34.

6 Sullivan, R., & Mackenzie, C. (2020). Responsible investment: A guide to ESG integration. Routledge.

7 World Bank. (2020). Indonesia: Towards sustainable development. https://www.worldbank.org

8 Eccles, R. G., loannou, 1., & Serafeim, G. (2021). The impact of corporate sustainability on organizational
processes and performance. Management Science, 60(11), 2835-2857

o G&A Institute. (2021). Sustainability reporting trends in the S&P 500. https://www.ga-institute.com

10 Freeman, R. E. (1984). Strategic management: A stakeholder approach. Pitman.

1 Suchman, M. C. (1995). Managing legitimacy: Strategic and institutional approaches. Academy of
Management Review, 20(3), 571-610.

12 Spence, M. (1973). Job market signaling. The Quarterly Journal of Economics, 87(3), 355-374.

13 Porter, M. E., & Kramer, M. R. (2011). Creating shared value. Harvard Business Review, 89(1/2), 62-77.

14 Frias-Aceituno, J. V., Rodriguez-Ariza, L., & Garcia-Sanchez, I. M. (2013). Is sustainability reporting that
important? The impact of sustainability reporting on firm value. Journal of Business Ethics, 112(3), 407—
426.

15 Rachmawati, D., Santoso, A., & Pratama, I. (2021). Sustainability reporting and firm performance:
Evidence from IDX-listed companies. Asian Journal of Accounting Research, 6(3), 215-229
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reporting risks being perceived as “greenwashing,” which can erode investor trust and diminish
firm value (de Villiers & van Staden, 2017)16. Some studies even caution that excessive focus on
reporting may divert resources from core operations, thereby weakening financial performance.

Despite growing attention, several gaps persist. First, most studies focus on developed markets,
with limited research on emerging economies such as Indonesia, where cultural and regulatory
contexts may alter the sustainability-value relationship (Sullivan & Mackenzie, 2020)17. Second,
much of the literature relies on quantitative approaches, overlooking qualitative insights into
how stakeholders perceive and respond to sustainability disclosures (Gibson et al., 2020)18.
Third, risks of greenwashing and inconsistencies across reporting frameworks remain
underexplored, posing challenges for comparability and investor decision-making. Addressing
these gaps will not only advance academic understanding but also provide practical guidance for
policymakers and practitioners seeking to enhance sustainability reporting’s role in value
creation (Mauliansyah & Elviza, 2024).

In sum, sustainability reporting is more than a compliance exercise; it is a strategic
communication tool that can enhance legitimacy, stakeholder trust, and long-term firm value. For
IDX-listed companies, the integration of credible sustainability reporting into corporate strategy
is becoming increasingly indispensable as markets, regulators, and investors converge on
sustainability as a benchmark of corporate excellence.

Methods

This study adopts a mixed-methods approach, combining quantitative and qualitative strategies
to examine the relationship between sustainability reporting and firm value among companies
listed on the Indonesia Stock Exchange (IDX). A longitudinal quantitative design was employed,
covering the period 2020-2023, to capture the evolving nature of sustainability practices. Firm
value was measured using market capitalization and stock returns, while sustainability reporting
was assessed through internationally recognized frameworks such as the Global Reporting
Initiative (GRI) and Sustainability Accounting Standards Board (SASB). This multi-year
perspective strengthens the reliability of the dataset and enables the identification of trends
across different industries (Creswell & Creswell, 2017)19.

To complement the quantitative analysis, qualitative methods were applied to provide contextual
insights. Semi-structured interviews and focus group discussions with corporate executives and
sustainability officers were conducted to explore the strategic motivations behind sustainability
reporting. These qualitative data illuminate how firms perceive sustainability not only as a
regulatory requirement but also as a tool for attracting socially responsible investors, enhancing
reputation, and strengthening stakeholder trust (Yin, 2018)20.

Data were collected from multiple sources to ensure comprehensiveness. Secondary data were
obtained from published sustainability reports and financial databases such as Bloomberg and
IDX’s official platform. The qualitative component involved interviews that were transcribed and
analyzed thematically to identify recurring patterns and drivers of reporting practices (Braun &
Clarke, 2006)21, Only companies that consistently disclosed sustainability metrics between 2020

16 de Villiers, C., & van Staden, C. J. (2017). The effect of sustainability reporting on firm value: A review
of the literature. Journal of Business Ethics, 145(2), 241-262.

o Sullivan, R., & Mackenzie, C. (2020). Responsible investment: A guide to ESG integration. Routledge.

18 Gibson, R., Krueger, P., & Schmidt, P. (2020). The value of sustainability reporting: Evidence from the
stock market. Journal of Corporate Finance, 64, 101-119.

19 Creswell, J. W., & Creswell, J. D. (2017). Research design: Qualitative, quantitative, and mixed methods
approaches (5th ed.). SAGE Publications.

2 Yin, R. K. (2018). Case study research and applications: Design and methods (6th ed.). SAGE Publications.

2 Braun, V., & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative Research in
Psychology, 3(2), 77-101
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and 2023 were included, resulting in a purposive sample of approximately 100 firms across
sectors including manufacturing, finance, and consumer goods. This diversity ensures
representation of different sustainability maturity levels (Flick, 2018)22.

Data analysis combined regression models for the quantitative component and thematic coding
for the qualitative findings. Regression analysis was applied to test the impact of sustainability
reporting on firm value, controlling for firm size, industry type, and other financial indicators
(Hair et al.,, 2019)23. Thematic analysis of interviews revealed key drivers such as regulatory
compliance, investor pressure, and corporate reputation management. Triangulating both
methods provides a holistic perspective on how sustainability reporting influences firm value in
the Indonesian market (Creswell John W & Poth, 2018)24,

Ethical standards guided the entire research process. All interview participants provided
informed consent and were assured anonymity. Data confidentiality was strictly maintained, and
the study adhered to the ethical guidelines of the American Psychological Association (APA) to
ensure transparency, integrity, and the protection of participants’ rights (Beauchamp & Childress,
2019)2s.

By integrating quantitative rigor with qualitative depth, this study not only examines whether
sustainability reporting affects firm value but also uncovers why companies engage in such
practices. The findings are expected to contribute both to academic literature and to managerial
practice by highlighting sustainability reporting as a strategic instrument that aligns corporate
performance with stakeholder expectations in emerging markets.

Results and Discussion

The analysis of 100 IDX-listed companies in 2022 reveals a significant and positive relationship
between sustainability reporting and firm value. Firms that actively disclose sustainability
practices tend to achieve higher market valuations, enhanced financial performance, and stronger
stakeholder trust. For instance, Unilever Indonesia and Bank Mandiri—both known for their
comprehensive sustainability initiatives—reported market capitalization growth of
approximately 15% and 10%, respectively. This finding supports Eccles, loannou, and Serafeim
(2014)2s, who argue that transparent sustainability practices foster investor confidence and
ultimately enhance firm value.

The adoption of recognized reporting frameworks has also increased substantially. In 2022, 60%
of companies utilized the Global Reporting Initiative (GRI) standards, compared to 40% in 2020,
while others have adopted the Sustainability Accounting Standards Board (SASB) guidelines. This
growing adoption underscores the increasing importance of sustainability in business strategy
and its measurable financial implications. Regression analysis further indicates that firms with
higher sustainability scores achieved an average return on equity (ROE) of 18%, compared to
12% for firms with lower scores. This suggests that sustainability reporting contributes not only
to reputational gains but also to measurable improvements in financial outcomes.

Sectoral differences are evident in sustainability practices. Consumer goods companies, such as
PT Indofood Sukses Makmur, demonstrate proactive approaches through initiatives like
sustainable sourcing and waste reduction. Conversely, firms in the mining and energy sectors face

2 Flick, U. (2018). An introduction to qualitative research (6th ed.). SAGE Publications.

s Hair, J. F., Anderson, R. E., Babin, B. J., & Black, W. C. (2019). Multivariate data analysis (8th ed.).
Cengage Learning.

2 Creswell, J. W., & Poth, C. N. (2018). Qualitative inquiry and research design: Choosing among five
approaches (4th ed.). SAGE Publications.

% Beauchamp, T. L., & Childress, J. F. (2019). Principles of biomedical ethics (8th ed.). Oxford University
Press.

% Eccles, R. G., loannou, I., & Serafeim, G. (2014). The impact of corporate sustainability on organizational
processes and performance. Management Science, 60(11), 2835-2857.
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greater challenges due to environmental constraints, as illustrated by PT Adaro Energy’s
relatively lower reporting scores. These disparities highlight the need for sector-specific
reporting frameworks to capture the complexities of different industries.

A growing trend toward integrated reporting—combining financial and non-financial
disclosures—offers stakeholders a more holistic view of corporate performance. PT Telkom
Indonesia’s adoption of integrated reporting has enhanced its transparency and corporate image,
reinforcing the positive relationship between sustainability disclosure and firm value. Regulatory
frameworks have also played a pivotal role. The Indonesian Financial Services Authority (0JK)
mandates sustainability reporting for listed companies, resulting in 80% compliance as of 2022,
demonstrating the effectiveness of regulation in shaping corporate behavior.

The impact of sustainability reporting on firm value extends across multiple indicators. Stock
price, market capitalization, and return on investment (ROI) all show positive correlations with
transparent sustainability disclosures. For instance, PT Astra International experienced an 8%
stock price increase within a month of releasing its sustainability report. Moreover, companies
with robust sustainability practices often benefit from lower capital costs, as investors perceive
them as less risky (Khan, Serafeim, & Yoon, 2016)27. Beyond financial metrics, sustainability
reporting enhances brand reputation and customer loyalty. PT Unilever Indonesia, for example,
reported a 25% rise in customer engagement after highlighting its sustainability commitments in
its annual report.

Overall, sustainability reporting should be viewed not merely as compliance but as a strategic
tool for value creation. The evidence suggests that transparent and consistent disclosure
enhances firm performance, investor confidence, and consumer trust. This aligns with prior
studies indicating that environmental, social, and governance (ESG) practices contribute
positively to financial outcomes (Friede et al., 2015)28. For stakeholders, the results imply that
integrating sustainability considerations into investment decisions, regulatory policies, and
corporate strategies can yield both economic and societal benefits.

Looking forward, future research should examine the long-term impacts of sustainability
reporting across industries and markets, particularly by comparing emerging economies with
developed markets. Moreover, qualitative studies exploring stakeholder perceptions of reporting
practices could complement the quantitative evidence and offer deeper insights into how
sustainability contributes to enduring firm value.

Conclusion

This study provides empirical evidence that sustainability reporting positively influences firm
value among companies listed on the Indonesia Stock Exchange (IDX). Firms with higher quality
and more comprehensive disclosures demonstrated greater market capitalization and improved
financial performance, notably return on equity (ROE). The findings indicate that transparent
sustainability practices enhance investor confidence, which in turn strengthens stock
performance. For instance, companies publishing robust sustainability reports recorded, on
average, a 15% increase in market capitalization compared to firms with limited disclosure (Sari
& Pratiwi, 2022)29. This trend aligns with global evidence highlighting investors’ growing
preference for firms committed to environmental and social responsibility (Eccles et al., n.d.)30.

z Khan, M., Serafeim, G., & Yoon, A. (2016). Corporate sustainability: First evidence on materiality. The
Accounting Review, 91(1), 169-197.

8 Friede, G., Busch, T., & Bassen, A. (2015). ESG and financial performance: Aggregated evidence from
more than 2000 empirical studies. Journal of Sustainable Finance & Investment, 5(4), 210-233.

2 Sari, D. P., & Pratiwi, 1. (2022). The role of sustainability reporting in enhancing firm value: Evidence
from Indonesia. Journal of Business Research, 135, 243-251.

3 Eccles, R. G., loannou, I., & Serafeim, G. (2021). The impact of corporate sustainability on organizational
processes and performance. Management Science, 60(11), 2835-2857
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Sectoral insights further emphasize that industries with high environmental exposure, such as
manufacturing and agriculture, experience significant benefits from sustainability reporting. A
relevant case is PT Astra International Tbk, which observed a 20% increase in its stock value
following its sustainability disclosure, illustrating how proactive engagement in sustainability can
strengthen corporate reputation and financial outcomes (Astra International, 2021)31.

The contributions of this study extend beyond financial metrics by reinforcing the role of
sustainability reporting as a strategic instrument in corporate governance. By promoting
transparency and accountability, sustainability reporting fosters stronger stakeholder trust and
supports long-term value creation. This is particularly important in emerging markets such as
Indonesia, where evidence on the financial impact of sustainability practices remains limited
(Intan Rizkia Chudrie, n.d.)32 The results provide valuable insights for policymakers, regulators,
and practitioners seeking to integrate sustainability into corporate strategies, consistent with the
global shift toward responsible investment (Friede et al., 2015)33.

Nevertheless, the research has limitations. The scope was confined to IDX-listed companies,
restricting generalizability across other markets. Moreover, reliance on publicly available
disclosures may overlook unreported sustainability practices, while self-selection bias could
result in overestimating the impact, as firms voluntarily disclosing sustainability may already
possess superior performance characteristics. Future research should broaden the dataset, apply
comparative cross-country analyses, and incorporate qualitative approaches to explore the
motivations behind sustainability disclosure.

Overall, this study underscores that sustainability reporting is not merely a compliance exercise
but a strategic imperative that drives both corporate legitimacy and financial performance.
Companies that neglect sustainability disclosure risk losing investor trust and competitive
advantage, particularly in an era where stakeholders demand accountability for environmental
and social impacts. Strengthening sustainability reporting frameworks can therefore serve as a
pathway to attract investment, enhance market relevance, and ensure long-term growth in
increasingly sustainability-conscious capital markets.
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