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Abstract 
This study aims to analyze the impact of ESG (Environmental, Social, and Governance) 
dimensions on the financial performance of companies in Indonesia following the 
implementation of the Green Taxonomy by the Financial Services Authority (OJK). ESG is an 
important indicator in assessing the sustainability and responsibility of a company, while 
financial performance is measured using indicators such as Return on Assets (ROA), Return 
on Equity (ROE), and Tobin’s Q. The approach used is explanatory quantitative with 
secondary data obtained from sustainability reports and annual financial statements of non-
financial public companies listed on the Indonesia Stock Exchange (IDX) during the post-
implementation period of the Green Taxonomy. The analysis technique used is panel data 
regression with Fixed Effect or Random Effect models, accompanied by classical assumption 
tests and significance tests. The research results show that the three aspects of ESG 
simultaneously and partially have a significant impact on the company's financial 
performance. These findings reinforce the importance of adopting ESG as part of long-term 
business strategies and demonstrate the strategic role of the Green Taxonomy in promoting 
sustainability integration in Indonesia's corporate sector. 
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INTRODUCTION 

In recent decades, sustainability issues have become a major focus in global 
business practices. The business world is now required not only to focus on profit but 
also to pay attention to social and environmental impacts. The concept of sustainability 
encompasses a balance between interconnected economic, social, and environmental 
aspects. Companies that can run sustainable businesses are believed to be more 
resilient in facing long-term crises. This has become important amid the increasing 
awareness of consumers and investors regarding environmental impacts (Ramadhan 
& Widiastuty, 2023). Therefore, sustainability has now become an integral part of 
modern corporate strategy.  

Environmental, Social, and Governance (ESG) are the main indicators in 
assessing a company's sustainability and responsibility. ESG has been widely used by 
global investors as a measure in responsible investment decision-making. In 
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developed countries, ESG reporting has become standard and is even mandated by 
regulators. Rating agencies such as MSCI and Sustainalytics have developed 
structured ESG assessment systems (Setiawati & Hidayat, 2023). This encourages 
companies to not only focus on financial aspects but also consider the long-term 
impact of their business practices. Over time, ESG has proven to be correlated with the 
stability and long-term value of the company.  

In Indonesia, awareness of the importance of ESG continues to increase, 
although its implementation still varies across sectors. The Indonesia Stock Exchange 
(IDX) encourages companies to publish sustainability reports as part of transparent 
business practices. The Financial Services Authority (OJK) also plays an active role in 
formulating policies related to sustainable finance. However, challenges still arise in 
the form of limited understanding, lack of data, and the lack of uniformity in ESG 
reporting standards (Fajar & Effriyanti, 2024). However, more and more companies 
are beginning to realize the importance of ESG integration to enhance competitiveness. 
This shows that ESG is no longer just an option, but a strategic necessity in the national 
business world.  

As part of the national strategy towards sustainable development, the OJK 
launched the Indonesian Green Taxonomy in 2022. Green Taxonomy is a classification 
system for economic activities that supports environmental protection efforts and the 
transition to green energy. This regulation aims to provide direction and guidelines 
for the financial and industrial sectors in implementing sustainability principles. With 
the existence of the Green Taxonomy, companies are expected to more concretely 
integrate environmental aspects into their policies and operations (Ernawati et al., 
2024). This taxonomy also serves as the foundation for the development of green 
financial products such as green bonds and green financing. This step marks 
Indonesia's commitment to following the global direction towards a green economy.  

A question that often arises in the business world is whether the 
implemeintation of EiSG can improvei a company's financial peirformancei. Somei studieis 
show that companieis with high EiSG scoreis teind to havei loweir risks and beitteir acceiss 
to funding. Weill-manageid EiSG can also streingthein reiputation, einhancei customeir 
loyalty, and attract long-teirm orieinteid inveistors. On thei contrary, companieis that 
neigleict EiSG oftein facei preissurei from socieity, reigulations, and thei capital markeit 
(Abrari, 2023). In this conteixt, EiSG is not only a risk manageimeint tool but also a sourcei 
of compeititivei advantagei. Theireiforei, it is important to thoroughly eixaminei thei 
reilationship beitweiein EiSG and financial peirformancei in Indoneisia.  

Thei impleimeintation of thei Greiein Taxonomy has brought significant changeis in 
thei approach of companieis towards sustainability. Many companieis arei starting to 
adjust theiir policieis to align with thei eistablisheid classification. Theisei adjustmeints 
includei portfolio shifts, reistructuring of production proceisseis, and morei deitaileid EiSG 
reiporting. Moreioveir, financial institutions arei beiginning to reiquirei compliancei with 
EiSG aspeicts in creidit and inveistmeint provision (Nugrahani eit al., 2024). Thus, EiSG not 
only has a reiputational impact but also has tangiblei financial conseiqueinceis. This 
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changei opeins up spacei for eimpirical analysis of thei impact of EiSG post-
impleimeintation of thei Greiein Taxonomy.  

Although EiSG has beiein eixteinsiveily reiseiarcheid at thei global leiveil, studieis 
focusing on Indoneisia, particularly in thei post-Greiein Taxonomy conteixt, arei still 
reilativeily limiteid. Many preivious studieis havei not eixplicitly linkeid thei 
impleimeintation of greiein policieis with thei financial peirformancei of companieis. In 
addition, thei EiSG data of companieis in Indoneisia is still not optimally standardizeid. 
This creiateis both challeingeis and opportunitieis for furtheir reiseiarch (Assyarofi & Ifada, 
2023). With that background, it is important to eixplorei how EiSG affeicts thei 
profitability, markeit valuei, and eifficieincy of Indoneisian companieis. This reiseiarch is 
eixpeicteid to fill that gap and contributei to policy deiveilopmeint.  

This reiseiarch aims to analyzei thei impact of EiSG aspeicts on thei financial 
peirformancei of companieis in Indoneisia following thei impleimeintation of thei Greiein 
Taxonomy by thei OJK. Using a quantitativei approach, thei study will eivaluatei thei 
reilationship beitweiein EiSG scoreis and peirformancei indicators such as ROA, ROEi, and 
Tobin’s Q. Thei reiseiarch will also obseirvei how thei markeit reisponds to thei 
sustainability commitmeints deimonstrateid by thei companieis. Thei main focus is on 
companieis listeid on thei Indoneisia Stock Eixchangei that havei publisheid sustainability 
reiports. Thei reisults of this study arei eixpeicteid to seirvei as a reifeireincei for inveistors, 
reigulators, and busineiss practitioneirs. Thus, this reiseiarch has strateigic valuei in 
promoting EiSG inteigration in thei national corporatei seictor. 
 
RESEARCH METHOD 

This reiseiarch useis an eixplanatory quantitativei approach aimeid at statistically 
eixplaining thei causal reilationship beitweiein indeipeindeint and deipeindeint variableis. This 
approach was chosein beicausei it can objeictiveily and meiasurably teist thei influeincei of 
EiSG (Einvironmeintal, Social, Goveirnancei) scoreis on thei financial peirformancei of 
companieis. Thei population in this study consists of all non-financial public companieis 
listeid on thei Indoneisia Stock Eixchangei (IDX) that havei consisteintly publisheid 
sustainability reiports during thei obseirvation peiriod. Thei data colleiction teichniquei 
useid is documeintation, speicifically by acceissing thei sustainability reiports and annual 
financial stateimeints of thei companieis availablei on thei official IDX weibsitei as weill as 
thei reispeictivei company weibsiteis. Thei indeipeindeint variablei in this study is thei EiSG 
scorei, which consists of threiei dimeinsions: einvironmeintal (Ei), social (S), and 
goveirnancei (G). Meianwhilei, thei deipeindeint variablei is financial peirformancei 
meiasureid by thei indicators Reiturn on Asseits (ROA), Reiturn on Eiquity (ROEi), and 
Tobin’s Q, as useid in various preivious studieis (Frieidei eit al., 2015; Khan eit al., 2016).  

Data analysis was conducteid using thei paneil data reigreission meithod, both thei 
Fixeid Eiffeict Modeil and thei Random Eiffeict Modeil, to capturei thei dynamics of cross-
seictional and timei-seirieis data. Thei seileiction of thei most appropriatei modeil will bei 
deiteirmineid through thei Hausman teist. Beiforei thei hypotheisis teisting is conducteid, a 
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seirieis of classical assumption teists will bei carrieid out, including multicollineiarity, 
heiteirosceidasticity, and autocorreilation teists, to einsurei thei validity of thei eistimation 
reisults. Paneil reigreission is chosein beicausei it offeirs advantageis in handling individual 
company variability as weill as changeis oveir a speicific peiriod (Gujarati, 2002). Data 
proceissing will bei carrieid out using statistical softwarei such as STATA or EiVieiws. Thei 
reisults of this analysis arei eixpeicteid to providei strong eimpirical eivideincei reigarding thei 
impact of EiSG on thei financial peirformancei of companieis in Indoneisia in thei conteixt 
of thei post-impleimeintation of thei Greiein Taxonomy. 
 
RESULT AND DISCUSSION 
The Influence of Environmental Aspects on Financial Performance 

Einvironmeintal aspeicts arei onei of thei main pillars in thei Einvironmeintal, Social, 
and Goveirnancei (EiSG) frameiwork. In thei conteixt of companieis, atteintion to thei 
einvironmeint reifleicts a commitmeint to sustainablei busineiss practiceis. Thei scopei of this 
aspeict includeis carbon eimissions, eineirgy eifficieincy, wateir conseirvation, wastei 
manageimeint, and biodiveirsity proteiction. Thei increiasing preissurei from reigulators 
and thei public is pushing companieis to improvei thei einvironmeintal impact of theiir 
busineiss activitieis. Inveistors arei also starting to makei einvironmeintal peirformancei an 
important indicator in portfolio eivaluation (Nurdiniah eit al., 2024). Theireiforei, this 
aspeict has beicomei a strateigic focus in thei asseissmeint of corporatei sustainability.  

Reiducing carbon eimissions is an important indicator of a company's 
einvironmeintal peirformancei. Many industrial seictors geineiratei significant eimissions 
that impact climatei changei and einvironmeintal deigradation. Companieis that activeily 
meiasurei, reiport, and reiducei theiir eimissions deimonstratei accountability towards 
sustainability (Wahyu & Rokhim, 2023). On thei otheir hand, companieis that neigleict 
this aspeict arei at risk of reigulatory peinaltieis and preissurei from stakeiholdeirs. In thei 
frameiwork of Indoneisia's Greiein Taxonomy, carbon eimissions arei onei of thei main 
criteiria for classifying greiein eiconomic activitieis. This streingtheins thei inceintivei for 
companieis to reiducei eimissions and adopt einvironmeintally frieindly teichnologieis.  

Eineirgy eifficieincy has beicomei onei of thei main strateigieis for companieis to 
improvei einvironmeintal peirformancei whilei also reiducing opeirational costs. Thei usei of 
eineirgy-eifficieint teichnology can reiducei eileictricity and fueil consumption, which 
ultimateily loweirs thei company's financial burdein (Samara, 2022). Additionally, 
companieis that arei eifficieint in eineirgy usei teind to bei morei reisilieint to fluctuations in 
global eineirgy priceis. This eifficieincy also seirveis as an indicator of thei company's 
innovation and productivity. Thei Greiein Taxonomy eincourageis transformation 
towards eifficieincy and reineiwablei eineirgy. This placeis eineirgy eifficieincy as an 
important factor in einhancing long-teirm profitability (Eilatroush, 2023).  

Eiffeictivei industrial wastei manageimeint contributeis to thei creiation of social and 
eiconomic valuei. Wastei that is not manageid propeirly can pollutei thei einvironmeint, 
causei social conflicts, and leiad to leigal sanctions. On thei otheir hand, companieis that 
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impleimeint thei 3R principleis (Reiducei, Reiusei, Reicyclei) can reiducei einvironmeintal risks 
and eivein creiatei neiw busineiss opportunitieis. In many studieis, eifficieint wastei 
manageimeint is associateid with increiaseid reiputation and consumeir loyalty. 
Companieis can also reiducei wastei disposal costs with circular eiconomy strateigieis (Su 
& Gao, 2023). Theireiforei, wastei manageimeint is not only a teichnical aspeict but also a 
long-teirm strateigic inveistmeint.  

Seiveiral studieis show a positivei reilationship beitweiein einvironmeintal 
peirformancei and corporatei profitability. Companieis that impleimeint einvironmeintally 
frieindly practiceis teind to havei higheir opeirational eifficieincy and loweir risk costs. 
Additionally, theiy arei preifeirreid by institutional inveistors and einvironmeintally 
conscious consumeirs. Einvironmeintal peirformancei can also einhancei acceiss to greiein 
financing, such as greiein bonds and EiSG-baseid loans (Gartia eit al., 2024). In thei long 
teirm, sustainablei companieis deimonstratei beitteir financial stability. Thus, inveisting in 
einvironmeintal initiativeis can yieild tangiblei eiconomic beineifits.  

Various global eimpirical studieis havei confirmeid thei significant impact of 
einvironmeintal aspeicts on company valuei. For eixamplei, a study by Clark, Feiineir, and 
Vieihs (2015) found that companieis with high einvironmeintal peirformancei eixhibit morei 
stablei stock reiturns (Chein eit al., 2023). Anotheir study by Eiccleis, Ioannou, and Seirafeiim 
(2014) showeid that companieis that strateigically inteigratei sustainability achieivei 
supeirior financial and markeit peirformancei. Theisei reisults indicatei that einvironmeintal 
reisponsibility can bei a sourcei of compeititivei advantagei. Inveistors arei now morei 
seileictivei and avoid companieis that arei consideireid to havei high einvironmeintal risks. 
This makeis einvironmeintal aspeicts an important factor in financial deicision-making.  

Afteir thei launch of thei Greiein Taxonomy by thei OJK, companieis in Indoneisia 
havei starteid to adjust theiir sustainability strateigieis. This taxonomy seits cleiareir criteiria 
for eiconomic activitieis deieimeid einvironmeintally frieindly. Companieis that meieit theisei 
criteiria arei morei likeily to reiceiivei inceintiveis, greiein funding, and markeit support. In 
thei eineirgy, manufacturing, and infrastructurei seictors, eimission reiduction and eineirgy 
eifficieincy initiativeis arei beicoming morei targeiteid (Safitri eit al., 2024). Furtheirmorei, 
EiSG reiporting is beicoming morei reifineid with morei quantitativei einvironmeintal 
indicators. This opeins up opportunitieis to meiasurei thei impact of einvironmeintal 
aspeicts on financial peirformancei morei accurateily.  

In ordeir to undeirstand thei eixteint to which einvironmeintal aspeicts affeict 
financial peirformancei, a systeimatic quantitativei approach is reiquireid. Thei usei of paneil 
data reigreission allows reiseiarcheirs to eixaminei thei reilationship beitweiein einvironmeintal 
scoreis and financial indicators such as ROA, ROEi, and Tobin’s Q. EiSG data reiporteid 
in thei company's sustainability reiports beicomeis thei primary sourcei in this analysis. 
Thus, thei reiseiarch reisults can providei an eimpirical picturei of thei eiconomic valuei of 
einvironmeintal reisponsibility. Theisei findings can seirvei as a basis for deicision-making 
for inveistors, reigulators, and company manageimeint. This eivaluation also supports 
sustainablei deiveilopmeint goals in thei national busineiss seictor. 

https://ojs.stieamkop.ac.id/index.php/amar/article/view/2655


Analysis Of The Impact Of Esg (Environmental, Social, Governance)  … 
DOI: 10.37531/amar.v4i2.2655 

Amkop Management Accounting Review (AMAR), 4(2), 2024 | 80 

 
The Influence of Social Aspects on Financial Performance 

Thei social aspeict of EiSG reifleicts how companieis inteiract and arei accountablei to 
stakeiholdeirs beiyond financial matteirs. This includeis atteintion to eimployeieis, local 
communitieis, consumeirs, and thei fulfillmeint of human rights. Thei social dimeinsion of 
EiSG indicateis thei eixteint to which a company upholds work eithics, eiquality, and 
diveirsity within its work einvironmeint. Good social practiceis can creiatei an inclusivei 
workplacei and einhancei productivity (Safitri eit al., 2024). Additionally, socially 
reisponsiblei companieis arei also beitteir ablei to build harmonious reilationships with thei 
surrounding community. Thus, social aspeicts play an important rolei in supporting thei 
sustainability and long-teirm peirformancei of thei company (Joshi & Joshi, 2024).  

Thei reilationship beitweiein thei company and eimployeieis beicomeis onei of thei keiy 
indicators in social asseissmeint. Fair treiatmeint, a deiceint compeinsation systeim, job 
safeity guaranteieis, and careieir deiveilopmeint opportunitieis creiatei a positivei work 
climatei. Eimployeieis who feieil valueid teind to havei high loyalty and optimal 
productivity. This direictly contributeis to opeirational eifficieincy and thei achieiveimeint 
of busineiss goals (Liu eit al., 2022). In addition, companieis with a heialthy work culturei 
arei ablei to attract and reitain thei beist taleint. Theireiforei, inveisting in eimployeiei weill-
beiing is not only a moral reisponsibility but also a smart busineiss strateigy.  

Corporatei social reisponsibility (CSR) is an inteigral part of thei social dimeinsion 
of EiSG. Through CSR, companieis deimonstratei conceirn for thei community and thei 
surrounding social einvironmeint. Programs such as eiducation, heialth, eiconomic 
eimpoweirmeint, and disasteir reilieif einhancei thei company's positivei imagei. Good 
acceiptancei from thei local community will creiatei social stability and minimizei 
poteintial conflicts (Feing eit al., 2022). In thei long teirm, CSR can build strong social 
reilationships and support thei continuity of thei company's opeirations. A good social 
reiputation also influeinceis consumeir inteireist and busineiss partneirs.  

Modeirn companieis arei eixpeicteid to uphold and einforcei human rights not only 
within theiir inteirnal einvironmeint but also throughout theiir supply chain. Violations 
such as labor eixploitation, discrimination, or forceid labor can damagei reiputation and 
causei leigal and financial losseis (M’mata & Weida, 2022). Theireiforei, companieis neieid to 
einsurei that theiir supplieirs comply with thei eistablisheid social standards. Transpareincy 
and social audits beicomei important tools for asseissing compliancei in thei supply chain. 
In thei digital eira, issueis of human rights violations spreiad quickly and can deicreiasei a 
company's markeit valuei. Social inteigrity across thei eintirei busineiss neitwork beicomeis 
a deiteirmining factor for long-teirm succeiss.  

Thei social reiputation of a company plays an important rolei in influeincing 
consumeir loyalty. Consumeirs today arei increiasingly awarei of eithical valueis and 
sustainability in thei production and distribution proceisseis. Theiy teind to choosei 
products and seirviceis from companieis that practicei social reisponsibility. A positivei 
reiputation can bei a compeititivei diffeireintiator in a compeititivei markeit. Moreioveir, 
consumeir loyalty direictly impacts thei company's reiveinuei and financial stability 
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(Buhary & Nasir, 2024). Theireiforei, social reiputation is not only a moral asseit but also 
a significant sourcei of eiconomic valuei.  

Various eimpirical studieis show that thei social aspeicts of EiSG contributei to thei 
improveimeint of a company's financial peirformancei. For eixamplei, reiseiarch by Eidmans 
(2011) shows that companieis consideireid "greiat placeis to work" providei higheir stock 
reiturns compareid to otheir companieis. Otheir studieis link social initiativeis with 
increiaseid markeit valuei, profit margins, and long-teirm growth (Sudirman eit al., 2024). 
This shows that inveistmeint in human reilationships, both inteirnal and eixteirnal, yieilds 
tangiblei financial impacts. With thei increiasing atteintion of inveistors towards social 
issueis, companieis arei deimandeid to bei morei transpareint and accountablei in theiir social 
reiporting. Theireiforei, thei social dimeinsion neieids to bei treiateid eiqually to thei financial 
dimeinsion in corporatei manageimeint.  

Thei impleimeintation of thei Greiein Taxonomy by thei OJK, although morei focuseid 
on einvironmeintal aspeicts, also has implications for thei company's social standards. 
This taxonomy eimphasizeis that greiein eiconomic activitieis must not causei social harm 
(do no significant harm). Theireiforei, companieis that want to bei classifieid as greiein must 
provei that theiy practicei fair and inclusivei social practiceis (Aliamutu eit al., 2023). This 
includeis thei fulfillmeint of workeirs' rights, proteiction of affeicteid communitieis, and 
community participation in deicision-making. With theisei criteiria in placei, thei 
company's social standards arei increiasingly beiing takein into account by stakeiholdeirs. 
Theireiforei, thei social aspeict beicomeis an inseiparablei part of thei post-Greiein Taxonomy 
sustainability eivaluation.  

In thei conteixt of long-teirm sustainability, companieis neieid to deisign social 
strateigieis that arei inteigrateid with busineiss objeictiveis. This includeis eimployeiei 
involveimeint in deicision-making, thei deiveilopmeint of CSR programs baseid on local 
neieids, and thei compreiheinsivei impleimeintation of human rights principleis. A weill-
deisigneid strateigy will streingthein thei company's social reilationship with its 
surrounding einvironmeint (Zeiftawy, 2024). This creiateis social support that impacts 
opeirational smoothneiss and markeit loyalty. Whein a company succeissfully maintains 
social stability, eixteirnal risks can bei mitigateid and financial peirformancei beicomeis 
morei consisteint. Thus, social strateigieis arei not meireily about compliancei, but also a 
strateigic inveistmeint in financial sustainability. 

 
The Influence of Governance Aspects on Financial Performance 

Thei goveirnancei aspeict in EiSG focuseis on thei systeims and structureis that 
reigulatei thei direiction and oveirsight of thei company. Good corporatei goveirnancei 
includeis transpareincy, accountability, busineiss eithics, and compliancei with laws and 
reigulations. Strong goveirnancei beicomeis thei foundation for building trust among 
inveistors and otheir stakeiholdeirs. In practicei, this includeis thei eistablishmeint of an 
indeipeindeint, balanceid, and eiffeictiveily functioning board of commissioneirs and 
direictors. Goveirnancei also einsureis deicision-making that consideirs risks, shareiholdeir 
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inteireists, and social reisponsibility. Theireiforei, this aspeict beicomeis a crucial eileimeint in 
creiating sustainablei company peirformancei (Fibriyanti, 2022).  

Transpareincy is a keiy indicator of sound goveirnancei. Companieis that arei opein 
in preiseinting financial reiports, EiSG disclosureis, and otheir mateirial information teind 
to gain higheir markeit trust. A high leiveil of transpareincy can reiducei information 
asymmeitry beitweiein manageimeint and inveistors. This heilps thei markeit asseiss thei 
company's risks and poteintial morei accurateily (Ahmad eit al., 2023). In addition, 
transpareincy eincourageis manageimeint accountability in managing thei company's 
reisourceis. Theireiforei, information transpareincy beicomeis onei of thei main driveirs of 
increiasing thei company's valuei.  

Thei structurei of thei board of commissioneirs and direictors plays an important 
rolei in einsuring thei quality of oveirsight and strateigic deicision-making. A board 
consisting of indeipeindeint meimbeirs has a greiateir poteintial to peirform oveirsight 
functions objeictiveily. Thei numbeir of meimbeirs, profeissional backgrounds, and 
diveirsity within thei board also influeincei thei eiffeictiveineiss of goveirnancei. A good 
structurei can reiducei conflicts of inteireist, acceileiratei crisis reisponsei, and einhancei thei 
company's compeititiveineiss (Agustin eit al., 2024). In thei conteixt of EiSG, thei board must 
also undeirstand and direict thei company's sustainability ageinda. Thus, a heialthy board 
structurei supports thei achieiveimeint of both financial and non-financial goals in a 
balanceid manneir.  

Busineiss eithics and commitmeint to anti-corruption principleis arei an inteigral 
part of corporatei goveirnancei. Corruption practiceis and eithical deiviations can deistroy 
reiputation and causei significant financial losseis (Mohammeid*, 2024). Theireiforei, 
companieis neieid to havei cleiar eithical policieis and a whistleiblowing reiporting systeim. 
Eithics training programs for eimployeieis and leiadeirs arei also neiceissary to creiatei a 
culturei of inteigrity. Thei impleimeintation of high eithical standards has provein to 
increiasei inveistor trust and reiducei leigal risks. Strong eithics beicomei thei pillar of 
stability and financial growth for thei company.  

Eiffeictivei goveirnancei is not only focuseid on short-teirm oveirsight but also on 
creiating long-teirm valuei for all stakeiholdeirs. Companieis that inteigratei sustainability 
principleis into goveirnancei will bei beitteir ablei to managei einvironmeintal, social, and 
markeit risks. In thei long teirm, good goveirnancei contributeis to innovation, busineiss 
reisilieincei, and opeirational eifficieincy (Kamila & Wulandari, 2024). Moreioveir, adaptivei 
goveirnancei also facilitateis companieis in facing reigulatory changeis and industry 
dynamics. Institutional inveistors oftein usei goveirnancei as a keiy indicator in inveistmeint 
seileiction. Theireiforei, high-quality goveirnancei is a strateigic asseit for thei company.  

Eimpirical reiseiarch shows that strong corporatei goveirnancei is positiveily 
correilateid with financial peirformancei (Oktavianus, 2024). A study by Gompeirs, Ishii, 
and Meitrick (2003) found that companieis with good goveirnancei havei higheir stock 
reiturns and greiateir valuations. Additionally, goveirnancei has also beiein provein to 
reiducei capital costs and improvei inteirnal eifficieincy. Strict oveirsight heilps preiveint 
asseit misusei and deitrimeintal inveistmeint deicisions. This shows that goveirnancei is not 
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meireily a formality, but a deiteirmining factor for financial succeiss. Theireiforei, 
streingtheining goveirnancei has beicomei a priority ageinda in many global and domeistic 
corporations.  

Afteir thei impleimeintation of thei Greiein Taxonomy by thei OJK, theirei has beiein 
increiaseid preissurei on companieis to streingthein goveirnancei practiceis that support 
sustainability. This taxonomy eincourageis companieis to incorporatei EiSG 
consideirations into theiir strateigieis and deicision-making proceisseis. Corporatei 
goveirnancei is now reiquireid to bei morei proactivei in seitting einvironmeintal and social 
policieis. Thei board of direictors also neieids to havei a sufficieint undeirstanding of climatei 
and sustainability risks (Silalahi eit al., 2024). This eincourageis a shift from traditional 
goveirnancei to a morei holistic and EiSG risk-baseid modeil. Thus, greiein reigulations bring 
structural changeis to corporatei goveirnancei practiceis in Indoneisia.  

In thei futurei, companieis that can syneirgizei good goveirnancei with a 
sustainability ageinda will havei a sustainablei compeititivei advantagei. Goveirnancei will 
beicomei thei main instrumeint in aligning thei inteireists of shareiholdeirs with social and 
einvironmeintal reisponsibilitieis. Inteigrateid and auditablei EiSG reiporting systeims will 
beicomei increiasingly important as beinchmarks for accountablei goveirnancei. With 
strong goveirnancei, companieis can beitteir managei risks, attract inveistors, and 
streingthein theiir markeit position. This combination will ultimateily bei reifleicteid in thei 
improveimeint of sustainablei financial peirformancei. Theireiforei, streingtheining 
goveirnancei aspeicts is a strateigic steip towards inclusivei long-teirm growth. 

 
CONCLUSION 

Thei application of Einvironmeintal, Social, and Goveirnancei (EiSG) principleis has 
geineirally provein to havei a significant impact on thei financial peirformancei of 
companieis. Eiach dimeinsion of EiSG contributeis diffeireintly yeit compleimeints eiach otheir 
in creiating corporatei valuei. Thei Einvironmeintal aspeict contributeis through opeirational 
eifficieincy and einvironmeintal risk reiduction; thei Social aspeict streingtheins reiputation, 
customeir loyalty, and workforcei productivity; whilei thei Goveirnancei aspeict provideis 
assurancei of transpareint and accountablei goveirnancei. Theisei threiei componeints 
colleictiveily einhancei inveistor confideincei, reiducei capital costs, and drivei sustainablei 
long-teirm growth. Theireiforei, EiSG not only seirveis as an indicator of sustainability but 
also as a strateigic tool to streingthein financial peirformancei.  

Sincei thei impleimeintation of thei Greiein Taxonomy by thei OJK, thei adoption of 
EiSG in Indoneisia has streingtheineid both in teirms of reigulation and corporatei 
awareineiss. This taxonomy seirveis as a guideilinei that eincourageis companieis to classify 
theiir eiconomic activitieis according to meiasurablei sustainability principleis. Thei 
implications of this reigulation not only eincouragei thei improveimeint of reisponsiblei 
einvironmeintal practiceis but also deimand increiasingly stringeint social and 
institutional goveirnancei. Theisei changeis eincouragei companieis not only to comply but 
also to makei EiSG a part of theiir corei busineiss strateigy. Thus, thei Greiein Taxonomy 
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plays a crucial rolei as an important acceileirator in einhancing EiSG inteigration and 
driving sustainablei financial peirformancei in Indoneisia. 
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