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Abstract

This study examines the effect of Environmental, Social, and Governance (ESG) disclosure and rating disparity on the
financial performance and firm value of companies listed on the Indonesia Stock Exchange. The sample includes 45
companies from the ESG Leaders Index during 2019-2023. ESG disclosure is measured using scores from Bloomberg
and Refinitiv, while disparity is calculated from the difference between both. Financial performance is measured by
Return on Assets (ROA), and firm value by Tobin’s Q. Using panel data regression with a fixed effect model, the
results show Bloomberg’s ESG score has a positive impact on ROA, while Refinitiv’s score has a negative effect. Both
ESG scores negatively affect firm value. Surprisingly, ESG disparity shows a positive correlation with firm value.
These findings highlight the need for harmonized ESG standards and caution for investors relying on ESG ratings.

Keyword: ESG, disparity, financial performance, firm value, ROA, Tobin’s Q

INTRODUCTION

In recent years, Environmental, Social, and Governance (ESG) criteria have gained widespread attention as an
essential dimension of sustainable corporate behavior, influencing both managerial practices and investor preferences.
This shift is driven by global phenomena such as climate change, environmental degradation, and corporate governance
scandals, which have prompted stakeholders to demand greater accountability and transparency from firms. ESG
factors now serve as key non-financial indicators for assessing long-term corporate value and resilience. According to
stakeholder theory (Freeman, 2010), companies are expected to create value not only for shareholders but also for a
wider group of stakeholders including employees, communities, and regulators. This contrasts with shareholder theory
(Friedman, 1970), which prioritizes profit maximization and often views ESG initiatives as non-essential costs. The
empirical literature on ESG performance offers mixed conclusions: while some studies affirm a positive impact of ESG
disclosure on financial performance and firm value (Aydogmus et al., 2022; Wang et al., 2025), others find neutral or
even negative effects, particularly when short-term costs overshadow long-term benefits (Giannopoulos et al., 2022;
Abdi et al., 2022). Furthermore, a growing concern in ESG analysis is the disparity in ESG ratings across different
agencies such as Bloomberg and Refinitiv (LSEG). Due to variations in methodology, scope, and weighting, companies
often receive significantly different ESG scores, despite similar disclosure practices. Research by Berg et al. (2022)
reveals that correlation coefficients among global ESG rating agencies can be as low as 0.38, indicating considerable
inconsistency that potentially leads to market inefficiencies and investor uncertainty. This lack of standardization not
only challenges the credibility of ESG ratings but may also encourage greenwashing, as firms attempt to selectively
present data to align with favorable assessment models (Christensen et al., 2021; Bao et al., 2024). In Indonesia, despite
the introduction of ESG reporting regulations by the Financial Services Authority (OJK) since 2017, ESG
implementation remains varied. Some listed companies, particularly those included in the ESG Leaders and SRI-
KEHATI indices, have made significant progress in sustainability practices. However, structural problems such as
environmental pollution, labor exploitation, and governance risks still persist across sectors. Against this complex
backdrop, this study seeks to examine the impact of ESG disclosure and ESG rating disparity on both financial
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performance and firm value of companies listed on the Indonesia Stock Exchange, offering timely insights for
investors, regulators, and corporate decision-makers operating in emerging markets.

METHOD
Sample Selection and Data Sources

This study selects companies from Indonesia Stock Exchange (IDX) that has both ESG Disclosure Scores from
Bloomberg and Refinitiv in 2019 to 2023. The total company in Indonesia Stock Exchange that has both Bloomberg
dan Refinitiv is 77 companies. However, it should be noted that ESG score data were not consistently available for all
companies during the 2019-2022 period, primarily due to the fact that many firms had yet to disclose or be evaluated
for their ESG performance during those years. As a result, the final sample used in this study consists of 45 companies
that had complete and continuous ESG score data from both Bloomberg and Refinitiv (LSEG) for the full period of
2019 to 2023. This limitation reflects the relatively nascent stage of ESG reporting practices in Indonesia, where
regulatory enforcement and corporate awareness of ESG transparency are still evolving.

Variable Definition and Measurement
Dependent Variable: Financial Performance and Firm Value

Following the study that conducted by Tabur and Bildik (2025), this research measures corporate financial
performance using Return on Asset (ROA) Ratio. ROA and Tobin’s Q are commonly used indicators of financial
performance (FP). Although all three demonstrate the influence of ESG performance (ESGP) on FP, ROA stands out,
particularly in capturing the accounting-based aspect of FP. ROA assesses operational efficiency by measuring how
effectively management utilizes company assets (Velte, 2017). In this regard, ROA is a more reliable metric than
Tobin’s Q for showing how ESGP impacts asset performance. But, the purpose of Tobin’s Q in this paper is to measure
valuation which dividing the equity market value and liabilities and this ratio can be seen as long term financial
performance.

Net Profit
Return on Asset (ROA) = —————x100%
Total Asset

Tobin's Q = (Equity Market Value + Liabilities Market
Value)/(Equity Book Value + Liabilities Book Value).

Independent Variable: ESG Disparity

The primary independent variable used in this study is the ESG combined score, which reflects a company's
overall performance in environmental, social, and governance dimensions. ESG score data were obtained from
Refinitiv, which has since been rebranded as LSEG (London Stock Exchange Group). Refinitiv is one of the most
comprehensive ESG data providers in the market, offering ESG ratings that date back to 2002. The dataset evaluates a
company’s ESG performance across three main pillars—environmental, social, and governance—covering ten key
themes and over 600 individual metrics. This breadth makes it a reliable source for assessing the relationship between
ESG practices and firm performance. In addition to ESG scores from Refinitiv, this study also incorporates data from
Bloomberg to address the issue of ESG rating disparity. Bloomberg was selected due to its widespread use in ESG-
related financial research and its established methodology for ESG disclosure scoring. While Refinitiv aims to assess
the quality and material impact of ESG practices, Bloomberg focuses more on the completeness and transparency of
ESG disclosures. This dual-source approach enables the study to evaluate differences in ESG ratings across providers,
an increasingly relevant concern in the literature. To quantify ESG rating disparity—also referred to as ESG
disagreement—this study adopts the method proposed by Christensen et al. (2021), who suggest using the standard
deviation of ESG ratings from multiple agencies. However, given that this research utilizes only two rating sources
(Refinitiv and Bloomberg), ESG disparity is operationalized as the difference between the ESG scores assigned to each
firm by the two agencies. This approach captures the extent of disagreement in ESG assessments, which may influence
investor perceptions and firm outcomes.
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Control Variable

When in the process of making an investment decision, stakeholders consider factors from within the company, one of
which is leverage. Leverage in this case includes capital or assets with fixed costs that can be used to increase income
(Hayes, 2022). Leverage will use the debt to Asset Ratio:

Total Debt 1000
Total Asset x100%
Referring to the research of Dang et al (2013) the company size that in this study will use the control variable is the
company's fundamentals that are often used and in many situations are often observed as "size effects” and in many
studies the size of this company affects the empirical results of a study. Size will use total assets:

Size = in Total Asset

Leverage =

Empirical Model
This study will use a panel data regression model. The data used in this study will use a combination of time series and
cross section data. So the research model is
ROA = B_0+ B_1BloombergScore + [_2 RefinitivScore + [_3 (Size) + [_4 (Leverage)+ €
Tobin™' s Q = B_0 + B_1 BloombergScore + B_2 RefinitivScore + [_3 (Size) + [_4 (Leverage)+ €
ROA = B_0+ B_1ESGDisparity + [_2 (Size) + [_3 (Leverage)+ €
Tobin™' sQ = B_0 + B_1ESGDisparity + B_2 (Size) + B_3 (Leverage)+ €

RESULTS AND DISCUSSION
Research Method

Descriptive statistics provide an overview of the dataset by summarizing key numerical properties such as
minimum, maximum, mean, and standard deviation values. This analysis offers insight into the characteristics of the
primary variables examined in the study, namely ESG disclosure scores, Return on Assets (ROA), and Tobin’s Q. The
data is free from multicollinearity, but there is heteroscedasticity in the data so it can be a consideration for the research
results.

The summary of the data is presented in the table below.

Table 1 Descriptive Statistics

REFINITIV | BLOOMBERG LEVERAG
ROA TOBINSQ SCORE SCORE SIZE E

Mean 0.068589 1.18875 55.00218 49.85526 | 1.99E+08 0.233544
Median 0.053117 0.717621 54.76472 51.6246 | 55316264 0.195131
Maximum 0.434444 15.51912 88.88017 76.3203 | 2.17E+09 0.743723
Minimum -0.185812 0.03555 16.03725 19.2637 | 4832910 0
Std. Dev. 0.078327 1.826026 18.86173 10.49443 | 4.04E+08 0.191777
Skewness 1.375076 4.73675 -0.067416 -0.269075 | 3.122541 0.803441
Kurtosis 7.15716 31.27042 1.963267 2.77081 | 12.14279 2.762936

A total of 77 companies were initially identified as having ESG scores from both Bloomberg and Refinitiv.
However, several firms did not consistently report ESG-related data between 2019 and 2023, largely due to the lack of
regulatory incentives or internal motivations to disclose ESG activities during those years. As a result, only 45
companies had complete and continuous ESG score data across both rating providers throughout the 2019-2023 period,
forming the final sample for this analysis. The ESG scores obtained from Bloomberg exhibited considerable variation
across companies during the observed period. On average, Bloomberg ESG scores ranged between 50 and 60, with the
highest recorded score approaching 87 and the lowest near 30. These values suggest that while many firms have made
reasonable efforts to disclose ESG information in line with Bloomberg’s standards, significant disparities remain
among firms.
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Similarly, ESG scores from Refinitiv (LSEG) also showed a wide distribution, with average scores generally
falling within the 50 to 60 range. However, the minimum values occasionally dropped below 30, while the highest
scores approached 85. This pattern indicates inconsistencies in ESG disclosure practices across firms, as assessed by
Refinitiv’s broader and more performance-oriented framework. The difference in ESG scores between Bloomberg and
Refinitiv highlights methodological and coverage discrepancies between the two rating agencies. The score
differentials ranged from approximately -30 to +20 points, with an average disparity between -5 and -10 points. This
indicates that, in many cases, Bloomberg scores tended to be lower than those from Refinitiv, reflecting varying
emphases on disclosure versus performance metrics. Overall, although Bloomberg and Refinitiv ESG scores generally
follow similar directional trends, the noticeable firm-level differences in their evaluations underscore the need for a
deeper understanding of each agency’s methodology. These variations reinforce the importance of harmonizing ESG
reporting standards to ensure that investors and stakeholders can access more consistent and reliable sustainability
information for decision-making.

The table below provides the regression result for the models:

Table 2 ESG Disclosure Effect on Return on Asset

Variable Coefficient | Std. Error | t-Statistic Prob.

C 0.088827 0.035419 2.507876 0.0131
BLOOMBERGSCORE 0.001324 0.000816 1.623668 0.1062
REFINITIVSCORE -0.000723 0.000663 -1.089831 0.2773
LEVERAGE -0.217428 0.048694 -4.465182 0
SIZE 2.15E-11 5.09E-11 0.421767 0.6737

Return on Asset=0,089 + 0,013 Bloomberg Score — 0,001 Refinitiv Score — 0,0217(Leverage) + 2.15 Size + €

Based on the regression results, the adjusted R-squared value is 0.653, indicating that the independent
variables—ESG scores, leverage, cash flow, and firm size—collectively explain approximately 65.3% of the variation
in the dependent variable, which is financial performance as measured by Return on Assets (ROA). The remaining
variance is attributed to other factors not included in the model. The regression output also reveals that ESG scores
from Bloomberg have a positive and significant impact on financial performance, supporting the initial hypothesis that
higher ESG disclosure is associated with improved financial outcomes. In contrast, the regression results using ESG
scores from Refinitiv show a negative relationship, which contradicts the proposed hypothesis. This divergence in
findings between Bloomberg and Refinitiv can be explained through shareholder theory, which posits that a firm’s
primary responsibility is to maximize shareholder value. From this perspective, ESG activities such as corporate social
responsibility (CSR) are justifiable only when they contribute directly to financial gains. Otherwise, they are viewed as
additional costs that may dilute shareholder returns and potentially harm the firm’s financial image (Tabur & Bildik,
2025).

Previous studies have also examined this dichotomy. Alsayegh et al. (2020), for example, found a positive
relationship between ESG disclosure and corporate sustainability performance across Asian firms. Their study suggests
that comprehensive ESG policies—particularly those integrated into robust corporate governance frameworks—
significantly enhance long-term sustainability outcomes. Similarly, Gholami et al. (2022) investigated the impact of
ESG disclosure on profitability across both financial and non-financial sectors, concluding that higher levels of ESG
transparency are positively correlated with firm profitability. These findings reinforce the importance of clear,
consistent, and credible ESG disclosure as a driver of both financial and non-financial corporate success.

The table below is the regression for Tobin’s Q model:
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Table 3 ESG Disclosure Effect on Tobin’s Q

Variable Coefficient | Std. Error t-Statistic Prob.

C 3.061582 0.548084 5.585975 0
BLOOMBERGSCORE -0.007348 0.012621 -0.582176 0.5612
REFINITIVSCORE -0.026029 0.010264 -2.536102 0.0121
LEVERAGE -0.498682 0.753504 -0.661818 0.509
SIZE 2.09E-10 7.88E-10 0.265148 0.7912

Tobin's Q = 3,061 — 0,007 BloombergScore — 0,026 RefinitivScore — 0,0496 Leverage + 2,09 Size €

As shown in the regression results, the adjusted R-squared value is 0.8792, indicating that the independent
variables—ESG scores, leverage, cash flow, and firm size—collectively explain approximately 87.9% of the variation
in firm value, as measured by Tobin’s Q. The remaining variation can be attributed to other factors not included in the
model. Interestingly, the results reveal a negative relationship between Bloomberg’s ESG scores and firm value, which
contrasts with the positive relationship observed with ROA. This suggests that, unlike financial performance, firm
value (as captured by Tobin's Q) may react differently to ESG ratings. Wedajo (2024) supports this finding by noting
that ESG disclosure can have adverse effects on firm value, particularly due to the costs associated with reporting and
implementing ESG initiatives. Moreover, firms with higher ESG scores may experience increased agency costs, as
ESG practices sometimes demand more complex governance structures and stakeholder management, which can dilute
shareholder value. These findings highlight the importance for companies to carefully weigh the potential benefits of
ESG disclosure against its implementation costs.

In the case of Tobin’s Q, both Bloomberg and Refinitiv data yielded consistent results—ESG ratings
negatively impacted firm value. This finding stands in contrast to several previous studies, such as Velte (2017), which
reported a positive association between ESG performance and firm value. These contradictory outcomes underline the
nuanced and context-dependent nature of ESG impacts. In practice, effective sustainability management requires firms
to balance competing stakeholder interests while maintaining transparent ESG reporting and credible CSR initiatives.
Doing so may enhance stakeholder trust, corporate reputation, and ultimately support both financial and non-financial
dimensions of long-term success.

Below are regression table for effect of ESG disparity to return on asset:

Table 4 ESG Disparity Effect on Return on Asset

Variable Coefficient | Std. Error | t-Statistic Prob.
C 0.117394 0.015678 7.488048 0
ESGDISP 0.000872 0.000642 1.358521 0.176
LEVERAGE -0.219584 0.048609 -4.51736 0
SIZE 3.50E-11 4.86E-11 0.718943 0.4731
Below are regression table for effect of ESG disparity to tobin’s Q:
Table S ESG Disparity Effect on Tobin’s Q
Variable Coefficient | Std. Error | t-Statistic Prob.
C 1.476162 0.249097 5.926053 0
ESGDISP 0.017752 0.010198 1.740702 0.0835
LEVERAGE | -0.379041 0.772335 | -0.490773 0.6242
SIZE -5.40E-10 7.73E-10 | -0.698443 0.4858

These findings do not align with the original hypothesis, which posited that ESG rating disparity would have a
negative impact on both firm performance and firm value. In theory, inconsistencies in ESG ratings can trigger a chain
of negative effects. When a company's ESG signals are not aligned with market expectations or differ significantly
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from peer assessments, it may create uncertainty among investors. This uncertainty can erode confidence in the firm’s
future performance, potentially affecting investment decisions and capital flows. Moreover, divergent ESG ratings may
confuse investors, leading to misinformed decisions that increase market volatility. Such instability not only disrupts
the company’s short-term financial condition but may also undermine broader market stability and hinder long-term
corporate development (Avramov et al., 2022; Liu et al., 2023). However, the results of this study suggest that disparity
between ESG scores from different rating agencies may not necessarily be a weakness. Berg et al. (2019), in a study of
six major ESG rating agencies, found that much of the observed variation in ESG scores can be attributed to the so-
called “rater effect”—a tendency for evaluators to emphasize different ESG dimensions based on their own subjective
interpretations of a firm’s overall profile. This implies that rating disparities may reflect differences in evaluative focus
rather than measurement flaws. The findings underscore the need for greater rigor and transparency in how ESG data is
assessed and interpreted, especially when used as a basis for financial and investment decisions.

A relevant explanation for this phenomenon is provided by Gibson, Krueger, and Schmidt (2021), who
conducted a cross-regional study involving firms from the United States, Europe, and Japan. Their findings suggest that
companies with greater ESG rating disagreement—particularly in the environmental dimension—tend to achieve
higher stock returns. The authors argue that such disagreement introduces a level of uncertainty, which investors
perceive as an additional risk. To compensate for this perceived risk, investors demand higher expected returns, thereby
enhancing the financial performance of the firm. This phenomenon, often referred to as the “risk premium effect,”
helps explain why ESG rating divergence does not necessarily diminish firm value. On the contrary, it may be
positively correlated with stronger market performance, as also reflected in the results of this study.

CONCLUSION

Based on the results of the research that has been done, regarding the disparity between the results of the two
rating agencies, the results are mixed. To calculate the relationship with ROA, the results from Bloomberg and
Refinitiv have different results. Bloomberg shows positive results while Refinitiv shows negative results. In the case of
valuation using tobin's Q it shows the same result negative result. Having the same conclusion as Tabur and Bildik
(2025), We find that when investors use ESG data from various rating agencies to evaluate companies' sustainability
performance, they are likely to encounter different statistical patterns because of the differing metrics each agency
applies. The result regarding the ESG disparity model This study reveals that ESG rating disparity—defined as the
difference in ESG scores between Bloomberg and Refinitiv—does not negatively affect firm performance and firm
value as initially hypothesized. Contrary to conventional assumptions and prior literature suggesting that inconsistent
ESG assessments lead to investor uncertainty, reduced trust, and market inefficiencies, the findings of this study
indicate a positive association between ESG rating disparity and both financial performance (ROA) and firm value
(Tobin’s Q).

This suggests that rating inconsistency may be interpreted by investors not solely as a weakness but also as a
source of risk premium, in line with the explanation provided by Gibson, Krueger, and Schmidt (2021). In their
analysis, ESG disagreement—particularly on environmental aspects—was linked to higher stock returns, as investors
demanded compensation for the increased uncertainty. Thus, rather than undermining corporate valuation, ESG
disparity may serve as a risk signal that, under certain market conditions, enhances a firm’s perceived return potential.
Nevertheless, the presence of such disparity highlights the need for improved standardization and transparency in ESG
rating methodologies to avoid investor misinterpretation and ensure that risk is appropriately priced. Future research
could further explore how the market differentiates between substantive ESG divergence and methodological
inconsistency among rating agencies. Therefore, it is essential for investors to recognize the limitations of ESG ratings.
It is advise strongly against relying solely on ESG ratings, especially when depending on just one agency’s assessment,
for investment decisions. The variation in statistical relationships underscores the subjective nature of ESG evaluations,
reflecting the diverse methodologies, perspectives, and weighting approaches adopted by different agencies. Although
this range of viewpoints can offer investors a more comprehensive understanding of a company’s ESG profile, it also
complicates direct comparisons across agencies. These insights pose important challenges and considerations for both
regulators and policymakers.
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