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Abstract

This study aims to examine the effect of sustainability disclosure on economic, social, environmental
performance on financial performance and its implications for firm value. This research is a quantitative study
that analyzes the relationship between sustainability disclosure of economic, social, environmental
performance on financial performance and its implications for firm value. The sample in this study with a
purposive sampling method of 171 manufacturing companies listed on the Indonesia Stock Exchange 2017-
2019. Analysis of the data used in this study using path analysis. The results of this study indicate that [1]
economic performance has a positive effect on financial performance, [2] social performance has a positive
effect on financial performance, [3] environmental performance has a positive effect on financial performance,
[4] economic performance harms on firm value, [5] social performance has no negative effect on firm value, [6]
environmental performance has a positive effect on firm value, [7] financial performance has a positive effect
on firm value, [8] economic performance harms firm value through financial performance, [9] social
performance harms firm value through financial performance, [10] environmental performance has a positive
effect on firm value through financial performance. This research has the originality of research using financial
performance as an intervening variable to examine the effect of economic, social, environmental performance
on firm value, where previous studies have never tested these five variables together. This research concept
uses the triple bottom line concept.

Keywords: disclosure of sustainability, economic performance, social performance, environmental
performance, financial performance, and company value

1. Introduction

The idea that underlies the sustainability of a company from ethics in the business world is that
every company not only has obligations in the economic and legal fields (meaning to shareholders or
shareholders) but also has obligations to other interested parties (stakeholders). Social responsibility
in the company is the relationship between the company and stakeholders such as customers or
customers, employees, owners, governments, and suppliers.
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Company sustainability is a form of company sustainability to the community. Gantino (2016)
explains that company sustainability is a company active in giving responsibility in the form of
material to individuals or organizations where the company operates. Awareness of the importance
of sustainability for companies to encourage companies to disclose their practice of corporate
sustainability activities. Disclosure of sustainability report which is disclosed in the form of financial
reports or company annual reports. Sustainability is a balance between 3P (people-planet-profit),
which is better known as the Triple Bottom Line (TBL) concept. Sustainability lies in three aspects of
performance, people - social; planet - environment; and profit - economy. Thus, according to
Elkington (1997), the company is responsible for the positive and negative impacts that may arise on
economic, social, and environmental aspects.

Currently sustainability reports are issued by companies, not limited by size, business model,
industrial sector companies from various parts of the world. Companies that make sustainability
usually use a reporting standard that is most often used as a standardized reference report, the GRI
standard. Global Reporting Initiative (GRI) is an international organization that produces
sustainability reports internationally.

Aggarwal (2014) defines sustainability is a business commitment to contribute to sustainable
economic development, and to work with employees, their families, local communities, and society
in general to improve their quality of life. In this day and age, companies must take responsibility for
and disclose the impact of their operations on society and the overall environment in which they are
located. Financial analysts, investors and other stakeholders are increasingly demanding non-
financial information, such as environmental performance and financial performance information, so
that they can make more rational and informed investment decisions.

Financial performance is the most important part of achieving company goals, because it is a
measure of the success of managers in running the company. Information regarding the company's
financial performance is needed by interested parties such as investors, creditors, the government
and the public. This financial performance is needed to determine the results of the management of
the company by managers, whether or not it is in line with company goals. In addition, this financial
performance is one form of the company's achievements that have been achieved in a certain
period as outlined in the financial statements.

The company, to develop its business and increase the value of the company, always tries to
maintain its business excellence. In the long term, the company can develop the company and
reduce the economies of scale of the business. Optimizing company value is one of the company's
goals that can be achieved through the implementation of the financial management function,
where one decision is taken will affect other financial decisions and have an impact on firm value
(Fama and French, 1998).

A phenomenon related to company sustainability is that in 2018 the Sustainability Reporting
Awards (SRA) annually provide an assessment and award to companies that have made
sustainability reports, to support the Sustainable Development Goals by being named the Asia
Sustainability Reporting Rating (Asia SR Rating). The awards given are no longer based on rank order,
but based on groupings from Platinum, Gold, Silver, and Bronze. The goal is that the company is
interested in participating, and as a trigger for the company so that in the following year it is willing
to increase its rating according to the jury's recommendation.

Based on the background above, the objectives of this study are (1) to analyze the effect of
economic, social, and environmental performance on firm value and financial performance, (2) to
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analyze the effect of economic, environmental, and social disclosures on firm value with financial
performance as an intervening variable.

2. Literature Review

2.1 Agency Theory

According to Jensen & Meckling (1976), agency theory is a contract between the manager (agent)
and the owner (principal). For the relationship between agent and principal to run smoothly, the
owner will delegate decision-making authority to the manager. An agency relationship is a contract
in which one or several people (principal) employ another person (agent) to carry out several service
activities in delegating the authority to make decisions to that agent (Jensen and Meckling, 1976). In
financial management, the agency relationship exists between shareholders and managers, or
between shareholders and creditors. The company manager may make a decision that is against the
company's goals to maximize shareholder wealth.

2.2 Signaling Theory

According to Spence (1973) states that asymmetric information is an important element for
investors and business people because it provides information, notes or a good description of the
past, present and future conditions regarding the company's business prospects. Complete, relevant,
accurate and timely financial information is needed by investors in the capital market as an
analytical tool for making investment decisions (Jogiyanto, 2015).

2.3 Legitimacy Theory

According to Deegan (2014), the legitimacy theory explains that companies can continue to strive to
ensure that the company is still operating within the frame of norms that exist in the community or
environment where the company is located, and companies must try to ensure that their activities
are accepted by outsiders. According to Imam and Anis (2007: 411), the legitimacy theory explains
that for the legitimacy process, all company activities in the view of the community must be able to
show environmental-based performance and disclosure of environmental information.

2.4 Triple Bottom Line Concept

Currently the concept of sustainability is growing, and along with the development of the concept of
sustainability, many theories have emerged related to sustainability. One of the well-known is the
Triple Bottom Line theory in which this theory provides the view that if the company wants to
survive, the company must pay attention to performance with "3P" (Elkington, 1997). Besides
pursuing profit (profit), the company must also pay attention to and be involved in fulfilling the
people's welfare and actively contribute to preserving the environment (Planet).

2.5 Sustainability Concept

Sustainability is an interesting issue to be developed and discussed in Indonesia and abroad. The
concept of sustainability is not only developing in companies that have a macro level but now it has
penetrated to the micro-level. Currently, several companies and organizations have started to realize
the importance of this sustainable principle, they are starting to implement the concept of
sustainability in their companies. Apart from that, the government, the market, investors, stock
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exchanges have started to demand and demand company transparency in its objectives,
performance, and even sustainability reporting.

2.6 Financial Performance

The company's financial performance is one of the bases for assessing the company's financial
condition which can be done based on an analysis of the company's financial ratios. Financial
performance according to Helfert (2003: 67) is the result of many individual decisions made
continuously by management. Assessing financial performance needs to involve analyzing the
cumulative financial and economic impacts of decisions, and considering them using comparative
measures.

2.7 Firm Value

According to Euis and Taswan (2002) that the company maximizing its value/image is very important
because maximizing firm value also means maximizing the prosperity of shareholders, which is the
main goal of the company. Maximizing the value of this company also means maximizing the
prosperity of shareholders, which is the main goal of the company. In general, Tobin's Q is one of the
ratios in measuring company value, Tobin's Q is a ratio measuring tool that defines company value
as a form of the value of tangible assets and intangible assets. Tobin's Q can also describe the level
of effectiveness and efficiency of the company is utilizing all resources in the form of company assets.

3. Hypothesis

3.1 The Effect of Economic Performance on Financial Performance

The practice of disclosing company performance from the perspective of institutional theory can
increase a company's ability to compete and make it easier for companies to get stakeholder
approval to expand their market share. Disclosure of a company's economic performance in
sustainability will create transparency and accountability, thereby increasing the trust of
shareholders, investors and creditors. This can increase the company's image in the eyes of the
public which will have an impact on the company's financial performance so that the company's
value will also increase.

The results of research by Lopez et al. (2016) show that a short-term negative impact on
performance is generated because the company is supposed to respond to shareholder interests,
social responsibility, but the company only maximizes firm value. Only if CSR practices are integrated
into the strategic decisions taken in business will positive consequences be achieved. This kind of
corporate philosophy change will have an impact on qualitative fundamentals, for example in
reducing environmental impact, increasing employee satisfaction, retaining talent, enhancing
company reputation, and playing a full positive role in the local community. Based on the
explanation. This hypothesis can be formulated as follows:

Hi: Economic performance has a significant effect on financial performance

3.2 The Influence of Social Performance on Financial Performance

Companies with good financial performance will have financial resources available to improve the
company's social performance. Lopez et al., (2007) explained that companies with better financial
performance have the potential to have more available financial resources to invest in the
company's social performance. As well companies that have good financial performance will have
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funds available to build relationships with customers through making products that are safe for
consumption, improving relationships with employees such as giving severance pay and pension
funds, and also improving the environment by treating operational waste to be environmentally
friendly. So, companies that have good financial performance certainly have more resources to
achieve better corporate social performance as well. Based on this explanation, the following
hypothesis can be formulated:

H.: Social performance has a significant effect on financial performance

3.3 The Effect of Environmental Performance on Financial Performance

In the business world, performance is related to economic, social and environmental aspects,
companies play an important role in supporting business activities and their implementation and
disclosure are influenced by several factors, such as social, economic, and political factors in the area
where the company operates. Along with the times, social and environmental responsibility is not
only managed appropriately but now it is used as a strategy that uses a sustainability paradigm and
an environmental strategy.

According to the results of research by Ammer and Othman (2012), the disclosure of
sustainability provides a significant increase in return on assets, sales growth and company cash flow.
The use of company size as a variable that can control the unobservable effect of firm size on firm
performance, namely other factors outside the model studied. Based on this explanation, the
following hypothesis can be formulated:

Hs: Environmental performance has a significant effect on financial performance

3.4 The Effect of Economic Performance on Firm Value

Companies must maintain good relations with stakeholders. One strategy that can be used is to
publish a sustainability report which provides information on economic, social and environmental
performance. Sustainability can be used to answer the demands of stakeholders. Stakeholders can
find out the performance of companies that care about the economy and can give a positive
response by providing funding for the company.

The results of Nayak's (2015) research show that the feedback gathered during the study
confirms the need for the strategic importance of sustainable business practices, where social,
environmental and financial values are required to be equally respected in Australian business.
Second, we provide recommendations and an integrated approach to sustainable business practices
through a quality-assisted roadmap, which serves as a guide for companies to manage and
continuously improve their sustainable performance. Based on this explanation, the following
hypothesis can be formulated:

Ha: Economic performance has a significant effect on firm value

3.5 The Influence of Social Performance on Firm Value

According to Yasser et al. (2012) stated that the company's goal of using sustainability is a way that
companies use to manage relationships with their stakeholders. With the disclosure of sustainability
in the social sector carried out by the company, it is hoped that it can provide concrete evidence that
the production process carried out by the company is not only profit-oriented but also takes into
account social issues, so that it can increase stakeholder confidence which will have an impact on
increasing company value through increased investment which has an impact on increasing.
corporate profits. Based on this explanation, the following hypothesis can be formulated:
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Hs: Social performance has a significant effect on firm value

3.6 The Effect of Environmental Performance on Firm Value

The company tries to get support from stakeholders to maintain the survival of a company Loh et al.,
(2017). In getting that support by way of reporting the company's environmental performance.
Companies that implement good environmental performance tend to report their performance to
stakeholders and however companies that have poor performance will tend not to want to inform
stakeholders. Companies that perform less well will disclose less environmental performance.
Reporting on the company's environmental performance is the impact of social priorities, response
to government pressure, accommodation to public pressure and protection of the rights and image
of the company. However, if the company's activities endanger the community, the government will
intervene to protect community rights. Based on this explanation, the following hypothesis can be
formulated:

He: Environmental performance has a significant effect on firm value

3.7 The Effect of Financial Performance on Firm Value

According to Yu & Zhao (2015), it is explained that the market does pay a premium for companies
that are environmentally and socially responsible and well regulated, but there are international
variations in the relationship between sustainability performance and market valuation. We find that
the premium for sustainability assessment is higher in countries with stronger investor protection. In
addition, premiums were more pronounced for companies operating in environments with higher
financial transparency. We use several methods to address the endogeneity problem whereby
companies with higher value tend to choose a sustainable strategy. A resilience check shows that
excellence in sustainability performance leads to higher market valuation. Based on this explanation,
the following hypothesis can be formulated:

H: Financial performance has a significant effect on firm value

3.8 The Influence of Economic, Social, Environmental Performance on Firm Value through Financial
Performance

The objectives of the company's published economic, social and environmental performance are
used to provide information about the activities of the company both regarding financial
performance and non-financial performance. Information released by the company is important to
influence investment decisions on parties outside the company. The more fulfillment that is
expressed in economic, environmental and social performance, the more companies are considered
to have carried out and are responsible for the activities that have been carried out by the company.
This is a condition of company evidence to stakeholders that the company has paid attention to and
fulfilled stakeholder expectations and can align with social norms when the company operates.
Based on this explanation, the following hypothesis can be formulated:

Hsa: Economic performance against firm value through financial performance

Hsy: Social performance towards firm value through financial performance

Hs.: Environmental performance against firm value through financial performance

4. Research Model
Based on the development of the above hypothesis, the research model be described as follows:
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Economic Performance (X1)

Financial
Performance Firm Value
(Yl) (Yz)

Social Performance (X)

Environmental Performance (Xs)

Figure 1. Research Model

5. Methodology

5.1 Types of research
This type of research is an explanatory research study with a quantitative approach.

5.2 Population and Sample

The population in this study were all manufacturing companies listed on the Indonesia Stock
Exchange in 2017-2019, to taling 432 companies. The sample in this study were all manufacturing
companies listed on the Indonesia Stock Exchange as many as 171 companies. This sampling method
used was the purposive sampling method with criteria.

5.3 Operational Definition and Measurement

a. Economic Performance

The assessment of economic performance uses internationally accepted GRI index guidelines that
have been used in many countries. For the calculation of these variables in the form of disclosure of
sustainability, dummy variables are used. Each indicator disclosed will be given a score of = 1, while
those that are not disclosed by the company will be given a score of = 0. Economic performance in
the GRI G-4 guidelines consists of 9 main items. The scores are then added together in order to
obtain the overall disclosure score of economic performance for each company (Gunawan &
Mayangsari, 2015). The variable formula is as follows (Utami and Muslichah, 2019):

b. Economic Performance

The assessment of economic performance uses internationally accepted GRI index guidelines that
have been used in many countries. For the calculation of these variables in the form of disclosure of
sustainability, dummy variables are used. For each indicator disclosed will be given a score of = 1,
while those that are not disclosed by the company will be given a score of = 0. Economic
performance in the GRI G-4 guidelines consists of 9 main items. The scores are then added together
to obtain the overall disclosure score of economic performance each company (Gunawan &
Mayangsari, 2015). The variable formula is as follows (Utami and Muslichah, 2019):

EcDI = K
N
Information :

EcDI = Economic Disclosure Index
K = Index that is fulfilled
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N = Total index that must be met

Social Performance

The assessment of social performance in the GRIG-4 guidelines is divided into 4 sub-categories,
namely labor practices and work comfort, human rights, society, and product responsibility which
consists of 48 main items. The variable formula is as follows (Utami and Muslichah, 2019):

SoDI = X
EN

Information :

SoDI = Social Disclosure Index

K =Index that is fulfilled

N  =Total index that must be met

c¢. Environmental Performance

The environmental performance assessment in the GRIG-4 guidelines contains 34 main items. The
environmental performance consists of materials, energy, water, biodiversity, emissions, effluent
and waste, products and services, compliance, transportation, etc., supplier assessment of the
environment, and complaint mechanisms for environmental issues. The variable formula is as
follows (Utami and Muslichah, 2019):

EnDI = K
R
Information :

EnDI = Environmental Disclosure Index
K  =Index that is fulfilled
N = Total index that must be met

d. Financial Performance

Financial performance is the performance of operational activities with financial dimensions with the
proxy of Return on Assets, which is one of the profitability ratios that can measure the company's
ability to generate profits from the assets used. Return on Asset can measure the company's ability
to generate profits in the past which are then projected in the future. The ROA unit as a percentage

with the following formula:

Net Profit After Tax

Ret Assets = 1009
eturn on Assets Total Assets X %

e. Firm Value
Firm value in this study uses Tobin's Q method developed by James Tobin. According to Weston and
Copeland (2001), measuring firm value can be calculated by comparing the ratio of the company's

stock market value to the book value of the company's equity. Tobin's Q formula is as follows:
EMV + D

“EBVID

Information :

Q = company value

EMV = market value of equity
EBV  =book value of total assets
D = book value of total debt
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Results and Discussion

Sustainability is a balance between economic, social and environmental performance. Based on the

results of this study, some of the most dominant items from each performance were obtained, as

follows:

Economic performance of 9 indicators only 3 dominant indicators reveal sustainability
performance with an average value above 69.11, namely direct economic value generated and
distributed, financial implications and risks and other opportunities for organizational activities
due to climate change, the scope of organizational obligations on a defined benefit plan.

Social Performance of 48 indicators only 14 dominant indicators reveal sustainability
performance with an average value above 23.33, namely the total number and rate of new
employee recruitment and employee turnover by age group, gender, and region, benefits
provided for full-time employees not provided for temporary or part-time employees, by
location of significant operation, percentage of the total workforce represented on formal
management-worker joint committees that help oversee and advise on occupational health and
safety programs, types and extent of injuries, occupational diseases, days missing, and
absenteeism, and total number of work-related deaths, by region and gender, health and safety
topics covered by formal union agreements, average training hours per year per employee by
gender, and by employee category, programs for management skills and lifelong learning ng
support employee sustainability and help them manage retirement, composition of the
governance body and division of employees per employee category by gender, age group,
minority group membership, and other indicators of diversity, ratio of base salary and
remuneration for women to men by category employees, by location of significant operations,
significant actual and potential negative impacts on human rights in the supply chain and
actions taken, percentage of operations with local community involvement, impact assessment
and development programs implemented, total number and percentage of operations assessed
on risks related to corruption and identified significant risks, total value of political
contributions by country and recipient/beneficiary, survey results to measure customer
satisfaction.

Environmental Performance of 34 indicators only 11 dominant indicators reveal sustainability
performance with an average value above 23.33, namely materials used based on weight or
volume, energy consumption in the organization, operational locations owned, leased,
managed in in, or adjacent to, protected areas and areas with high biodiversity value outside
protected areas, description of the significant impacts of activities, products and services on
biodiversity in protected areas and areas with high biodiversity value outside protected areas,
emission reductions greenhouse gases, total weight of waste by type and method of disposal,
total number and volume of significant spills, weight of waste deemed hazardous under the
provisions of the convention transported, imported, exported or treated, and percentage of
waste transported for international shipments, monetary value of fines significant and the total
amount of non-monetary sanctions on non-compliance with environmental laws and
regulations, significant environmental impacts from the transportation of products and other
goods and materials for the organization's operations, and the transportation of labour, and
significant actual and potential negative environmental impacts in the supply chain and actions
taken.

The results of this study were followed by a discussion of each hypothesis.
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Table 1 Hypothesis Testing Results 1-7

Hypothesis Variable ttabel P-value Information
H; Economic Performance = Financial Performance 3,622 0,000 Significant
H» Social Performance = Financial Performance 2,407 0,017 Significant
Environmental Performance = Financial Significant
Hs 3,030 0,003
Performance
Ha Economic Performance = Firm Value -2,046 0,042 Significant
Hs Social Performance = Firm Value -0,819 0,414 Not significant
Hs Environmental Performance = Firm Value 2,844 0,005 Significant
H7 Financial Performance = Firm Value 4,491 0,000 Significant

6.1 The Effect of Economic Performance on Financial Performance

The results of testing the first hypothesis (H1) show that economic performance has a positive effect
on financial performance. This hypothesis is proven through the path coefficient test results from
economic performance to financial performance. The direct effect of economic performance on
financial performance is a significant positive of 0.000, and a beta value of 0.259. Good financial
performance is directly explained by the level of economic performance. In other words, good
financial performance can occur in companies with high levels of economic performance. In this
analysis the path coefficient is significantly positive, thus Hi is accepted. This means that disclosure
of the company's sustainability performance of economic performance is believed to be able to
improve the company's financial performance, where investors tend to invest their capital in
companies that carry out sustainability activities. This investment causes the amount of funding in
the company to increase.

6.2 The Influence of Social Performance on Financial Performance

The results of testing the second hypothesis (H;) show that social performance has a positive effect
on financial performance. This hypothesis is proven through the results of the path coefficient test
from social performance to financial performance. The direct effect of social performance on
financial performance is a significant positive of 0.017 and a beta value of 0.173. Good financial
performance is directly explained by the level of social performance. In other words, good financial
performance can occur in companies with high levels of social performance. In this analysis the path
coefficient is significantly positive, thus H; is accepted. This means that companies that have social
concerns can use sustainability information as one of the company's competitive advantages. The
social information reported in the annual report attracts investors, so that the current management
of the company is not only limited to managing the funds provided, but also covers the impact
caused by the company on the social environment.

6.3 The Effect of Environmental Performance on Financial Performance

The results of testing the third hypothesis (Hz) show that environmental performance has a positive
effect on financial performance. This hypothesis is proven through the path coefficient test results
from environmental performance to financial performance. The direct effect of environmental
performance on financial performance is a significant positive of 0.003 and a beta value of 0.218.
Good financial performance is directly explained by the level of environmental performance. In
other words, good financial performance can occur in companies with a high level of environmental
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performance. In this analysis the path coefficient is significantly positive, thus Hs is accepted. This
means that disclosure of sustainability is not just an activity, but is an obligation for the company to
survive and maintain the company's survival. In addition, the company also understands the benefits
that the company will receive in the future, such as building the company's reputation, such as
increasing the company's share price, obtaining established and potential investors, a conducive
environment.

6.4 The Effect of Economic Performance on Firm Value

The results of testing the fourth hypothesis (Hs) show that economic performance harms firm value.
This hypothesis is proven through the path coefficient test results from economic performance to
firm value. The direct effect of economic performance on firm value is significantly negative at 0.042,
and the beta value is -0.146. A good company value is explained directly by the level of economic
performance. In other words, good corporate value can occur in companies with low levels of
economic performance. In this analysis the path coefficient is significantly negative, thus Hs is
accepted. This means that disclosure of the sustainability of economic performance against firm
value indicates that the size of the economic performance has an impact on firm value. In general,
investors in Indonesia are more likely to buy shares to obtain capital gains, who tend to buy and sell
shares daily. Disclosure of economic performance is a company's long-term strategy to maintain the
sustainability of the company.

6.5 The Influence of Social Performance on Company Value

The results of testing the fifth hypothesis (Hs) show that social performance does not harm firm
value. This hypothesis is proven through the path coefficient test results from economic
performance to firm value. The direct effect of social performance on firm value is insignificant
negative at 0.414, and the beta value is -0.057. Poor corporate value is explained directly by the level
of social performance. This in other words, bad company value can occur in companies with low
levels of social performance. In this analysis the path coefficient is significantly negative, thus Hs is
rejected. This means that social performance carried out in a company is not only to show concern
and legitimize the company's activities towards stakeholders, but this social performance is used to
protect the position and safeguard the interests of managers. Investors tend not to see investing in
companies that have good industrial relations, underage workers, community involvement in the
company. Investors' awareness of social performance is still low and social conditions in Indonesia
are less of a concern. Because investors see more confidence in the company in providing a positive
response to the movement of stocks that tend to rise.

6.6 The Effect of Environmental Performance on Firm Value

The results of testing the sixth hypothesis (Hg) show that environmental performance has a positive
effect on firm value. This hypothesis is proven through the path coefficient test results from
economic performance to firm value. The direct effect of economic performance on firm value is a
significant positive of 0.005, and a beta value of 0.202. A good company value is explained directly
by the level of economic performance. In other words, good corporate value can occur in companies
with high levels of economic performance. In this analysis the path coefficient is significantly
negative, thus H6 is accepted. This means that companies are not only agents of community
development. The company is an entity that aims to seek economic gain, but in its business, it is not
allowed to damage the environment and the socio-economic order of the community. The company
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must also protect the environment and to the maximum extent possible maximize the social and
economic benefits of the surrounding community.

6.7 The Effect of Financial Performance on Firm Value

The results of testing the seventh hypothesis (H;) show that financial performance has a positive
effect on firm value. This hypothesis is proven through the path coefficient test results from
economic performance to firm value. The direct effect of financial performance on firm value is a
significant positive of 0.000, and a beta value of 0.334. A good company value is explained directly
by the level of financial performance. In other words, good corporate value can occur in companies
with high levels of financial performance. In this analysis the path coefficient is significantly positive,
thus H; is accepted. This means that the level of the company's financial performance is a
consideration for investors to buy shares, because investors buy shares to get profit. Profit
information published through annual financial reports is one of the relevant information for
investors as a basis and material for consideration in making investment decisions in the capital
market, particularly in buying and selling shares traded on the Indonesia Stock Exchange.

Table 2 Hypothesis Testing Results 8a-8c

Hypothesis Variable Sobel Test | Information
Economic Performance—> Financial Performance o
Hsga . -2,742 Significant
->Firm Value
Social Performance = Financial Performance o
Hsp . -0,775 Significant
->Firm Value
Environmental Performance = Financial o
Hac ) 2,073 Significant
Performance = Firm Value

6.8 The Influence of Economic, Social, Environmental Performance on Firm Value through Financial
Performance

The results of testing the eighth hypothesis a (Hs.) show that economic performance harms
firm value through financial performance. This hypothesis is proven through the results of the path
coefficient test from economic performance to firm value through financial performance. The direct
effect of economic performance on firm value through financial performance is a significant positive
of -2,742. A good company value is explained indirectly by the level of economic performance. This
means that the better company value and good financial performance, the better the economic
performance. In this analysis the path coefficient is significantly negative, thus Hs, is accepted. This
means that financial performance is proven to be able to mediate the effect of economic
performance on firm value.

The results of testing the eighth hypothesis b (Hss) show that social performance harms firm
value through financial performance. This hypothesis is proven through the results of the path
coefficient test from social performance to firm value through financial performance. The direct
effect of social performance on firm value through financial performance is a significant positive of -
0.775. Good corporate value is explained indirectly by the level of social performance. This means
that the better company value and good financial performance, the better the social performance. In
this analysis the path coefficient was tested negative significantly, thus Hsp, is accepted. This means
that financial performance is proven to be able to mediate the effect of social performance on firm
value.

3653



Nat. Volatiles & Essent. Qils, 2021; 8(6): 3642-3658

The results of testing the eighth hypothesis ¢ (Hs.) show that environmental performance has
a positive effect on firm value through financial performance. This hypothesis is proven through the
path coefficient test results from environmental performance to firm value through financial
performance. The direct effect of environmental performance on firm value through financial
performance is a significant positive of 2.073. Good corporate value is explained indirectly by the
level of environmental performance. This means that the better company value and good financial
performance, the better the environmental performance. In this analysis the path coefficient is
significantly positive, thus Hsc is accepted. This means that financial performance is proven to be
able to mediate the effect of environmental performance on firm value.

7. Conclusions

This study aims to determine the effect of disclosure on the sustainability of economic, social and
environmental performance on firm value and financial performance. This study resulted in ten
important findings, namely: [1] economic performance has a positive effect on financial
performance, [2] social performance has a positive effect on financial performance, [3]
environmental performance has a positive effect on financial performance, [4] economic
performance harmsfirm value, [5] social performance has no negative effect on firm value, [6]
environmental performance has a positive effect on firm value, [7] financial performance has a
positive effect on firm value, [8] economic performance harms firm value through financial
performance, [9] social performance harms firm value through financial performance, [10]
environmental performance has a positive effect on firm value through financial performance.

This study has several limitations. This study does not discuss other variables outside the five
variables, namely economic, social, environmental, financial performance and firm value. This study
only examines the effect of economic, social, environmental and firm value performance on
manufacturing companies. This study does not discuss the same effect on trading and service
companies.

References

Adams. (2013). Sustainability reporting and performance management in universities. Sustainability
Reporting and Performance Management in Universities, 4 (3), pp 384—392.

Adhipradana, F. and D. (2014). The Influence of Financial Performance, Company Size, and Corporate
Governance on Sustainability Report Disclosures. Diponegoro University, 121.

Aggarwal, P. (2014). Sustainability reporting and its impact on corporate financial performance: a
literature review. Indian Journal of Commerce & Management Studies, IV (February): 14-17.

Ameer, R., & Othman, R. (2012). Sustainability practices and corporate financial performance: A
study based on the top global corporations. Journal of Business Ethics, 108 (1), 61-79.
https://doi.org/10.1007/s10551-011-1063-y

Anthony, R.N., and V. Govindarajan, 2007, Management Control Systems, Chicago, Mc-Graw-Hill
IRWIN.

Arafat, M. Y., Warokka, A., Abdullah, H., &Septian, R. (2012). The Triple Bottom Line Effect on
Emerging-Market Companies: A Test of Corporate Social Responsibility and Firm Value

Relationship. Journal of Southeast Asian Research, September 2014, 1-15.
https://doi.org/10.5171/2012.459427

3654


https://doi.org/10.1007/s10551-011-1063-y
https://doi.org/10.5171/2012.459427

Nat. Volatiles & Essent. Qils, 2021; 8(6): 3642-3658

Bahri, Syaiful. 2018. Business Research Methodology - complete with SSS data management
techniques. ANDI (Member of IKAPI). Yogyakarta

Barnea, A., & Rubin, A. (2010). Corporate Social Responsibility as a Conflict Between Shareholders.
Journal of Business Ethics, 97 (1), 71-86. https://doi.org/10.1007/s10551-010-0496-z

Bidhari, S. C., Salim, U., Aisjah, S., & Java, E. (2013). Effect of Corporate Social Responsibility
Information Disclosure on Financial Performance and Firm Value in Banking Industry Listed at
Indonesia Stock Exchange. 5 (18), 39-47.

Bowen, H. (1953). Social Responsibilities of the Businessman Harper & Row. In New York.

Brigham, E. F., & Houston, J. F. (2007). Fundamentals of financial management. In Engineering and
Process Economics.

Cahya Utami, R. L. (2019). The Effect of Economic, Environmental and Social Disclosures on Firm
Value with Financial Performance as an Intermediate Variable. Accounting Perspectives, 2 (3),
256—-297. https://doi.org/10.24246/persi.v2i3.p256-297

Calton, J. M., & Payne, S. L. (2003). Coping With Paradox. In Business & Society (Vol.42, Issue 1).
https://doi.org/10.1177/0007650302250505

Chandarin, Grahita. 2017. Accounting Research Methods Quantitative Approach, Jakarta:
SalembaEmpat

Carroll, A. B., & Shabana, K. M. (2010). The business case for corporate social responsibility: A review
of concepts, research and practice. International Journal of Management Reviews, 12 (1), 85—
105. https://doi.org/10.1111/j.1468-2370.2009.00275.x

Cooper, D., & Emory, C. W. (2003). Business research methods. In Social Research.

Darmadji T. and Hendy M. Fakhfuddin. 2001. Capital Market in Indonesia. Jakarta: Four Salemba ,.

Deegan, C. 2004. Environmental disclosures and share prices-a discussion about efforts to study this

relationship. Accounting Forum, 28 (1).

Diantimala, Y. (2018). The Mediating Effect of Sustainability Disclosure on the Relationship between
Financial Performance and Firm Value. Journal of Accounting, Finance and Auditing Studies, 4
(2), 32—-48.

Elkington, J. 1997. Canibal With Work: The Triple Bottom Line in 21st Century Business. Gabriola
Island, BS: New Society Publisher.

Euis, Soliha, and Taswan, 2002, The Effect of Debt Policy on Firm Value and Several Factors That
Affect It, Journal of Business and Economics, September 2002

Fahmi. (2011). Financial Statement Analysis. 10th edition. Lampulo: ALFABETA.

Fama, Eugene F. 1978. The Effect of a Firm's Investment and Financing Decision on the Welfare of its
Security Holders. The American Economic, 68 (3): pp: 272-284

Gantino, R. (2016). The Influence of Corporate Social Responsibility on the Financial Performance of
Manufacturing Companies Listed on the Indonesia Stock Exchange for the period 2008-2014.
Journal of Accounting and Business Dynamics, 3 (2), 19-32.
https://doi.org/10.24815/jdab.v3i2.5384

Ghozali, Imam and Anis Chariri. 2007 Accounting Theory, Semarang: Diponegoro University

Publishing Agency

Ghazali, Imam. 2016. Multivariate Analysis Application with IBM SPSS 23 Program (8th Edition). VI
printing. Semarang: Diponegoro University Publishing Agency

Gunawan, Y., and S. Mayangsari. 2015. The Effect of Sustainability Reporting on Company Value with
the Investment Opportunity Set as a Moderating Variable. Trisakti Accounting E-Journal, 2 (1):
1-

3655


https://doi.org/10.1007/s10551-010-0496-z
https://doi.org/10.24246/persi.v2i3.p256-297
https://doi.org/10.1177/0007650302250505
https://doi.org/10.1111/j.1468-2370.2009.00275.x
https://doi.org/10.24815/jdab.v3i2.5384

Nat. Volatiles & Essent. Qils, 2021; 8(6): 3642-3658

Harjoto, M. A., & Jo, H. (2011). Corporate Governance and CSR Nexus. Journal of Business Ethics, 100
(1), 45-67. https://doi.org/10.1007/s10551-011-0772-6

Helfert, E. a. (2001). Financial Analysis Tools and Techniques: A Guide for Managers. In New York,
McGraw-Hill.

Helfert, Erich A. (2003). Technique of Financial Analysis, a guide to value creation, 11th edition, Mc.

Graw. Hill-Irwin, North America.

Hery. (2017). Accounting Theory Concepts and Analysis Approaches. Jakarta: PT Grasindo Indonesian
Accountants Association. 2007. Financial Accounting Standards as of Septemberl, 2007.
Salemba Empat. Jakarta.

Indriyo, Gitosudarmo and Basri. (2002). Financial management. Yogyakarta: BPFE

Jensen, M. C. 2017. Value maximization, Stakeholder theory and the corporate objective function.
Unfolding Stakeholder Thinking: Theory, Responsibility and Engagement 2001, 65-84.
https://doi.org/10.2307/3857812

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and

ownership structure. Journal of Financial Economics. https://doi.org/10.1016/0304-
405X(76)90026-X
Jogiyanto. (2015). Portfolio theory and investment analysis (Tenth ed.). In Yogyakarta: BPFE.

Kasbun, N. F., Teh, B. H., & Ong, T. S. (2016). Sustainability reporting and financial performance of
Malaysian public listed companies. Institutions and Economies, 8 (4), 78-93.

Laurell, H., Karlsson, N. P. E., Lindgren, J., Andersson, S., & Svensson, G. (2019). Re-testing and
validating a triple bottom line dominant logic for business sustainability. Management of
Environmental Quality: An International Journal, 30 (3), 518-537.
https://doi.org/10.1108/MEQ-02-2018-0024

Loh, L., Thomas, T., & Wang, Y. (2017). Sustainability reporting and firm value: Evidence from

Singapore-listed companies. Sustainability (Switzerland), 9 (112), 1-12.
https://doi.org/10.3390/5u9112112
Lépez, M. V., Garcia, A., & Rodriguez, L. (2007). Sustainable development and corporate

performance: A study based on the Dow Jones sustainability index. Journal of Business Ethics,
75 (3), 285-300. https://doi.org/10.1007/s10551-006-9253-8
Luthfia, K. 2012. The influence of financial performance, company size, capital structure, and

corporate governance on the publication of a sustainability report. Diponegoro University.

Luthfiah, A. A., & Suherman, S. (2018). The Effects Of Financial Performance Toward Firm Value With
Ownership Structure As Moderating Variable (The Study On Manufacturing Companies Listed
In Indonesia Stock Exchange In The Period Of 2012-2016). Journal of Business and Behavioral
Entrepreneurship, 2 (1), 18-27. https://doi.org/10.21009/jobbe.002.1.03

Manisa, D. E., & Defung, F. (2018). The Effect of Sustainability Report Disclosure on Financial
Performance of Infrastructure Companies Listed on the Indonesia Stock Exchange. Economic
Forum, 19 (2), 174. https://doi.org/10.29264/jfor.v19i2.2124

Minna Yu and Ronald Zhao. (2014). International Journal of Accounting & Information Management.

International Journal of Accounting and Information Management, 23 (3), 289-307
Mukhtaruddin. 2007. Effect of Return On Asset (ROA), Return On Equity (ROE), Return On
Investment, Debt to Equity Ratio (DER), and Book Value (BV) on Property Stock Prices on the
IDX. Journal of Accounting Research and Development
Nagsyabandi, Seally Nuraida. (2015). Analysis of Company Valuation in the Diversified Banking
Sector (a case study of Go Public Banking companies 2013 - 2014)

3656


https://doi.org/10.1007/s10551-011-0772-6
https://doi.org/10.2307/3857812
https://doi.org/10.1016/0304-405X(76)90026-X
https://doi.org/10.1016/0304-405X(76)90026-X
https://doi.org/10.1108/MEQ-02-2018-0024
https://doi.org/10.3390/su9112112
https://doi.org/10.1007/s10551-006-9253-8
https://doi.org/10.21009/jobbe.002.1.03
https://doi.org/10.29264/jfor.v19i2.2124

Nat. Volatiles & Essent. Qils, 2021; 8(6): 3642-3658

Natalia, R., & Tarigan, J. (2014). The Effect of Sustainability Reporting on Public Company Financial
Performance in terms of Profitability Ratio. Journal of Economics, volumes 22, 111-120.

Nazir, M. 1998. Research Methods. Jakarta: PT. Ghalia Indonesia.

Pearce, J. A., & Robinson, R. B. (2009). Strategic Management: Formulation, Implementation, and
Control. In Jakarta: Four Salemba.

Ratri, R. F., & Dewi, M. (2017). The Effect of Financial Performance and Environmental Performance
on Firm Value with Islamic Social Reporting (ISR) Disclosure as Intervening Variable in
Companies Listed at Jakarta Islamic Index (JIl). SHS Web of Conferences, 34, 12003.
https://doi.org/10.1051/shsconf/20173412003

Reddy, K., & Gordon, L. W. (2010). The effect of sustainability reporting on financial performance: An

empirical study using listed companies. Journal of Asia Entrepreneurship and Sustainability, 6
(2), 19-42.

Safitri, D. A. (2015). Sustainability Report on Financial and Market Performance. Journal of
Accounting Science and Research, 4 (4), 1-15.

Sampong, F., Song, N., Boahene, K. O., & Wadie, K. A. (2018). Disclosure of CSR performance and
firm value: New evidence from South Africa on the basis of the GRI guidelines for sustainability
disclosure. Sustainability (Switzerland), 10 (12). https://doi.org/10.3390/su10124518

Santosa, P. W., Aprilia, O., & Tambunan, M. E. (2020). The intervening effect of the dividend policy
on financial performance and firm value in large Indonesian firms. International Journal of
Financial Research, 11 (4), 408—420. https://doi.org/10.5430/ijfr.v11n4p408

Sanusi, Anwar 2011, Business Research Methods, Salemba Empat, Jakarta

Sartono, Agus. 2011. Financial Management (Theory and Application). BPFE. Yogyakarta.

Satria, E. D. (2014). The Influence of Corporate Social Responsibility (CSR) on Company Financial
Performance (Empirical Study of Manufacturing Companies Listed on the Indonesia Stock
Exchange in 2011. Diponegoro Journal of Accounting, 3 (1), 65-79.

Scherer, A. G., Palazzo, G., & Baumann, D. (2006). Global Rules and Private Actors: Toward a New
Role of the Transnational Corporation in Global Governance. Business Ethics Quarterly, 16 (4),
505-532. https://doi.org/10.5840/beq200616446

Sejati, B. P., &Prastiwi, A. (2015). The Effect of Sustainability Report Disclosure on Financial
Performance. Diponegoro Journal Of Accounting, 4, 1-12.

Siregar, Chairil N. 2007. Sociological Analysis of the Implementation of Corporate Social
Responsibility in Indonesian Society. Journal of Sociotechnology. 12th Edition, Year 6: 285-288.

Solihin, Ismail. 2008. Corporate Social Responsibility from Charity to Sustainability. Jakarta: Four
Salemba

Spence, M. (1973). Job  market signaling. Quarterly Journal of Economics.
https://doi.org/10.2307/1882010

Sudiyanto, B., & Puspitasari, E. (2010). Tobin's Q and Altman Z - Score as Indicators of Company

Performance Measurement (Tobin's Q and Altman Z - Score as Indicators of Performance
Measurement Company). Accounting Studies.

Sugiyono. 2012.Business Research Methods. Bandung: Alfabeta

Susanti, N., Widajatun, V. W., Aji, M. B., & Nugraha, N. M. (2020). Implications of Intellectual Capital
Financial Performance and Corporate Values (Studies on Goods and Consumption Sector
2013-2017 period). International Journal of Psychosocial Rehabilitation, 24 (7), 6588—6599.

Swarnapali, R. M. N. C., & Le, L. (2018). Corporate sustainability reporting and firm value: Evidence
from a developing country. International Journal of Organizational Innovation, 10 (4), 69-78.

3657


https://doi.org/10.1051/shsconf/20173412003
https://doi.org/10.3390/su10124518
https://doi.org/10.5430/ijfr.v11n4p408
https://doi.org/10.5840/beq200616446
https://doi.org/10.2307/1882010

Nat. Volatiles & Essent. Qils, 2021; 8(6): 3642-3658

Venkatraman, S., & Nayak, R. R. (2015). Relationships among triple bottom line elements. Journal of
Global Responsibility, 6 (2), 195-214. https://doi.org/10.1108/jgr-04-2012-0013

Wahyudi, U., and H. P. Pawestri. 2006. Implications of ownership structure on firm value: with
financial decisions as an intervening variable. Papers of the 9th National Accounting

Symposium, Padang

Weston and Copeland. 2001. Financial Management. Volume 1. Translations of JakaWasana,
Kirbrandoko. Seventh printing. Publisher Erlangga, Jakarta

Widiyanti, M., & Elfina, F. D. 2015. The Effect of Financial Leverage on Profitability in Automotive and
Component Sub-Sector Companies Listed on the Indonesia Stock Exchange. Sriwijaya
Management and Business Journal, Vol. 13 No.1.Ali, Mohammad. 2014.

Widoatmodjo, Sawidji, 1996, Healthy Ways of Investing in the Capital Market, Basic Knowledge,
Jakarta: PT. Journalindo Aksara Grafika.

Wijaya, L.R.P, Wibawa, A. 2010. The Influence of Investment Decisions, Funding Decisions and
Dividend Policies on Firm Value. The XlIl Purwoker to National Accounting Symposium

3658


https://doi.org/10.1108/jgr-04-2012-0013

