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ABSTRACT

The lack of consistent evidence on the mopact of corporate govemnance and sustamabality
practices on firm performance remains a key 1ssue in emerging markets, meluding
Indenasia. This study amms to anabyze the mfluence of Environmental Social, and
Governance (ESG) factors, Board Size, Board Commmssioners, Institutonal Crvomership,
and Independent Commnussioners on the fmancial performance of food and beverages
n:nmpaniea listed on the Indonesia Stock Exchange (IDN). Using a quantitatie approack.

atud'l_.r employs secondary data sourced from company financial and anomal reports,

En.ng a P-i.l'lE]. of fimms over a specified period. The data is analyzed wsing pansl data
regression m Stata to examine the relafionslup between the selected mdependant vanables
and company financial performance. The findings raveal that ESG practices, Board Size,
Imstitutional Ommership, and the presence of Independent Commussioners havs a significant
positive effect on company financial performance. In contrast, the mumber of Board
Comrmussioners does not exlubat a statistically sigmificant impact. These results suggect that
sustamable business practices and sirong governance mechamisms, parbeularly through
ovwnership structure and board composifion, play 2 cructal role m enhaneme firm valoe in
the food and beverage sector in Indonesia. Theoretically, this study enriches the liferature
on corperate governance and ESG m emerging markets by providing empirical evidsnce
from the Indonesian confext. Practically, the findings offer valuable msights for company
stakeholders and policvmakers fo priontize ESG integration and strengthen board
structures o drive better financial outcomes. Orerall, the study underscores the importance
of targeted governance reforms and sustamabihity mitiatres as strategie tools fo Improve
firmy performance m a compettre and evobring industry landscape.

Keywords: Company Financial Performance, ESG, Board Size, Board Commizioner,
Institwtional Ovwnership, Independent Commizioner

Vil



TABLE OF CONTENT

FRONT COVER PAGE ... ssssssss s sesssss s ssssss s sssses i
INSIDE COVER PAGE ... sesnsss s ii
NON-PLAGIARISM DECLARATION......cnmmmmmmmmmmm s iil
DECLARATION FORM.....coiisssiii s s s s sssssss s sssss s sssses i
FINAL REPORT BATIFICATION PAGE ...ooccvvrrinssesesmsnssesesssssssssnsns ¥
ACKNOWLEDGEMENT ...t s sssss s s snssssssssesssssssssses vi
TABLE OF CONTENT....ccmmmmmmmmmmmm s s s viil
LIST OF TABLES ... s s s s s s s sses xi
L B L L L I L — 1
1.1 Background of Smudy...........oooo e, 1
1.2 Problem Statememt ... e 3
1.3 Research ObJectives ..., 5
1 4 Besearch QUBstions ... e 5
1.5 Defimtion of Key Tarms ..., 6
1.5.1 Environmental, Social, and Govermnance (ESG) ... 6
1.5.2 Good Corporate Governance (GCG)......... 6
1.5.3 Company Finanecial Performance ..., 6
1.6 Sigmificant of Study ... 7
1.6.1 Theoretical Sigmfieance. ... 7
1.6.2 Practically Sigmificance ... 7
BAB 1 LITERATURE REVIEW ... 3
2] Lteratre B v aemr . e g
2.1.1 E5G (Environmental, Social and Governance) ..., g
21 2Board S1Z8 .o 10
2.1.3 Board of Commuisiomers. ..., 12
2.1.4 Institutional OmmeTshIP ..o e, 14
2.1.5 Independent CommusloneTs . ... e e e e e 15
23 Underpimming Theory ... 17
221 ARENCY THEOTY ..o e 17
2.2.2 Stakeholders TheoT¥.........oooo e 17



2.3 Conceptual Framework ... 1%

2.4 Hypothesis Development ... 1%
2.4.1 The Influence of ESG on Financial Performance................ocoooooee 18
2.4 2 The Influence of Board Size on Financial Performance ... 19
2.4 3 The Influence of Board of Commisioners on Financial Performance ... 20
2.4 4 The Influence of Institutional Owmnership on Financial Performance ... 20

245 The Influence of Independent Commnusioners on Financial Performance 21
BAB 3 RESEARCH METHODOLOGY ... isisssssissssssssssss s sssssrnes S0

F 1 Research Desi@n.. ..o 22
32 Data and SOUTCES ... 22
3.3 Population and Sample......... e 23
34 Measurement of Vanables ... 24
3.4.1Retum on Asset (ROA) as Dependent Vanable........................ 24
34 2ES5G as Independent Varable............ 25
3.4 3 Board Size as Independent Vanable ... 26
3.4 4 Beard Commisioners as Independent Vanable ... 26
3 4 5 Institutional Ovwmership as Independent Vanable ... 27
3.4 6 Independent Commsioners as Independent Vanable ... 28
35 Research Model Design ... 29
BAB 4 RESULTS AND DISCUSSION ... ssssssssssssssd )
4.1 Data ABALYELS oot 30
4 3 Descripfive Statistic ADalYEIS. ..o e 30
4.3 Multicollimearity Test..........ooooi e 33
4.4 Comrelation Test ... 33
4 5 Panel Data Regrassion Model Selection ... 34
4.6 Panel Data Regression Analysis Test..........oo e 36
4.7 Determmation Coeffictent Test........oo 37
4 B DISCUSSIONS . ......oiieeece ettt et e e 32
BAB 5 CONCLUSION AND RECOMMENDATION ....ooniveermsesmsssssenssnss 41
31 0verview of SAY ..o 41
5.2 Summary of Research Findings ... 42
5.2.1 The Influence of ESG on Betum on Asset ..o, 42
5.2.2 The Influence of Board 5S1ze on Refum on Asset ... 43

X



5.2.3 The Influence of Board Commsioner Meeting on Beturn on Asset ... 44

5.2.4 The Influence of Institutional Owmershap on Return on Asset........... 44
5.2.5 The Influence of Independent Commmsioner on Return on Asset ... 45
3.3 Contnbution of SMdY ..., 46
531 Body of Knowledge. ..o 46
B3 2 TRROTY oo e 47
533 Prachical ..o e 47
SALmutation of Sy ..o 47
5.5 Future Research Recommendation..................o 43
SO CONCIUSION. ... 48
REFERENCES.....ccnnmnnmmmmmmm s T — S0
APPENDICES ... s s sssssssns S —— 57




LIST OF TABLES

Table 3.1 Summary of Vanable Measurement ... 28
Table 4.1 Descriptive STaISHES ... 30
Table 4.2 Pearson Multicollmeanty Test........oooo e 33
Table 4.3 Correlation Test.....oo e LR
Table 4.4 Chow Test ..o, 34
Table 4.5 Hansman Test.........o e, 35
Table 4.6 Lagarange Multiphier (LM) Test.....oo e 35
Table 4.7 Random Effect Regression Test Model ... 36
Table 4.8 Determination Coefficient Test.............ooo, 38
Table 5.1 Summary of the Hypothesis Testng ... 41
Table 5.2 Hypothesis Testing Result ... 42



