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Abstract 

This research examines the impact of the Environmental Disclosure Score (EDS), Social Disclosure 
Score (SDS), and Governance Disclosure Score (GDS) on the profitability of state-owned enterprises 
(SOEs) listed on the Indonesia Stock Exchange (IDX). The research sample comprises twenty-four 
state-owned enterprises listed on the IDX that regularly issued sustainability reports throughout the 
study period. A total of 72 company-year observations were chosen using purposive sampling. 
Profitability, assessed through Return on Assets (ROA), was analyzed between 2023 and 2025, 
whereas the Environmental Disclosure Score, Social Disclosure Score, and Governance Disclosure 
Score were reviewed from 2022 to 2024. The main analytical method used in the study was multiple 
linear regression. The research indicates that a firm's profitability is not greatly affected by its 
Environmental Disclosure Score. However, the Social Disclosure Score positively affects company 
profitability. Nonetheless, the Governance Disclosure Score adversely affects the profitability of 
state-owned enterprises listed on the Indonesia Stock Exchange. These results suggest that SOE 
management must prioritize enhancing the efficiency and financial benefits of social sustainability 
initiatives, while also ensuring that governance structures and transparency practices are executed 
effectively without incurring excessive expenses that could diminish short-term profits. The results 
also offer insights for investors and policymakers in assessing ESG disclosure by taking into account 
the varying economic impacts of each sustainability dimension instead of viewing ESG disclosure as a 
unified overall metric. 
​  
Keywords: Environmental Disclosure Score, Social Disclosure Score, Governance Disclosure Score, 
profitability, Return on Assets, state-owned enterprises. 
​ ​  
Introduction  
The increasingly dynamic global business environment has pushed companies to focus not only on 
achieving profits but also on maintaining sustainable performance amidst increasing economic 
pressures, technological developments, regulatory changes, and the demands of various 
stakeholders. This situation means that a company's success is no longer measured solely by its 
ability to generate revenue, but also by its ability to manage resources effectively and efficiently to 
generate sustainable financial performance. One indicator that reflects this capability is profitability, as 
it demonstrates a company's ability to generate profits through optimal utilization of its assets and 
resources.(Mohammad & Wasiuzzaman, 2021)Profitability is also important information for investors 
in assessing a company's prospects, the effectiveness of its operational strategy, and its ability to 
create sustainable economic value.(Buallay et al., 2022)For State-Owned Enterprises (SOEs), 
profitability has a more strategic meaning because it not only reflects the company's success in 
carrying out business activities but also relates to its contribution to state revenue through dividends 
and the implementation of national development functions. 
 
Despite their strategic role, the profitability of state-owned enterprises in Indonesia continues to 
fluctuate. According to data from the Ministry of State-Owned Enterprises published by katadataIn 
2025, consolidated profits of state-owned enterprises (SOEs) in 2024 are projected to decline to 
approximately IDR 304 trillion, compared to IDR 327 trillion in the previous year, despite an increase 
in aggregate corporate revenue. This phenomenon indicates that the increase in revenue has not 
been fully accompanied by an increase in the company's ability to generate profits. This condition can 
be influenced by various factors, including the global economic slowdown, increasing operational 
costs, commodity price volatility, and the need for investment in business transformation. On the other 
hand, SOEs also face demands to conduct business activities that increasingly pay attention to 
sustainability aspects. This condition indicates that SOEs need to maintain a balance between 
achieving financial performance and meeting economic, social, and environmental demands from 
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investors, regulators, the public, and other stakeholders. Therefore, identifying factors that could 
potentially affect corporate profitability is becoming increasingly important, including factors related to 
corporate sustainability practices and transparency. 
 
This paradigm shift in company valuation aligns with the growing focus on Environmental, Social, and 
Governance (ESG). Investors no longer solely consider financial information when assessing a 
company's prospects, but also consider how the company manages its environmental impact, fulfills 
its social responsibilities, and implements good governance as part of its sustainability 
strategy.(Mahmood et al., 2025) ESG disclosure through sustainability reporting is one form of 
corporate transparency in conveying information about sustainability practices to stakeholders.(GRI, 
2021)In Indonesia, the implementation of sustainability reporting is strengthened through Financial 
Services Authority Regulation No. 51/POJK.03/2017 concerning the Implementation of Sustainable 
Finance for Financial Services Institutions, Issuers, and Public Companies. For state-owned 
enterprises (SOEs), the application of ESG principles is increasingly relevant because companies not 
only pursue commercial objectives but also function as agents of national development. Therefore, 
ESG disclosure can be a form of corporate accountability in demonstrating how sustainability aspects 
are integrated into business activities and corporate decision-making. 
 
Environmental Disclosure describes a company's transparency in conveying information regarding the 
company's activities, policies, and operational impacts on the environment, including energy 
efficiency, waste management, carbon emissions, natural resource conservation, and climate change 
mitigation.(GRI, 2021)Environmental management is increasingly important for state-owned 
enterprises (SOEs) in line with government policies to encourage the transformation towards a green 
economy and achieve the Net Zero Emission target by 2060. The Ministry of SOEs also encourages 
the implementation of ESG principles through various decarbonization programs, the development of 
new and renewable energy, and energy efficiency as part of a sustainable business 
strategy.(Coordinating Ministry for Economic Affairs of the Republic of Indonesia, 2023)Conceptually, 
broader environmental disclosure can demonstrate a company's ability to manage environmental 
risks, improve resource efficiency, and maintain its reputation. However, implementing environmental 
practices also requires relatively large investments and costs, so the economic benefits may not be 
immediately apparent. This situation suggests that the impact of environmental disclosure on 
profitability may depend on a company's ability to integrate environmental practices into its 
operational activities and long-term business strategy. 
 
Social Disclosure is a form of corporate transparency in conveying information regarding the 
workforce, community, customers, human rights, and corporate social responsibility (GRI, 2021). 
Social aspects are highly relevant for state-owned enterprises (SOEs) because they are responsible 
for implementing Social and Environmental Responsibility (TJSL) programs as part of their 
contribution to community development and welfare. These programs include empowering MSMEs, 
improving the quality of education, healthcare, and developing communities around the company's 
operational areas (Ministry of SOEs, 2023). Transparent social disclosure can strengthen a 
company's relationships with stakeholders, enhance its reputation, and build public and investor trust. 
However, implementing social programs requires resources and costs, while the economic benefits 
are not always measurable or tangible in the short term. Therefore, the impact of social disclosure on 
profitability can vary depending on the effectiveness of the social program and the company's ability to 
translate positive stakeholder relationships into economic benefits. 
 
Governance Disclosure reflects the company's transparency in conveying information regarding the 
supervisory structure, board independence, ethics policies, accountability, internal control, and 
corporate governance mechanisms.(OECD, 2023)Strengthening governance is a crucial aspect of 
SOE transformation through the implementation of Good Corporate Governance (GCG) principles, 
which aim to increase transparency, strengthen internal control, minimize the risk of irregularities, and 
enhance stakeholder trust (Ministry of SOEs, 2024). Conceptually, good governance can improve 
decision-making effectiveness and reduce corporate risk, potentially supporting financial performance. 
However, implementing good governance also requires costs for oversight, audits, compliance, risk 
management, and internal control, which can be a burden on companies in the short term. This 
situation indicates that Governance Disclosure does not necessarily have a uniform impact on 
corporate profitability. 
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Several previous studies have shown that the influence of each dimension of Environmental, Social, 
and Governance Disclosure on profitability still yields mixed findings. Regarding the Environmental 
Disclosure aspect,Kdp & Utomo (2025) found that environmental disclosure has a significant positive 
effect on Return on Assets (ROA), whereas Chandra Verina & Rohman (2024) shows that 
Environmental Disclosure had no significant effect on ROA in the pre-pandemic period. Regarding 
Social Disclosure,Daffa et al. (nd)found that social disclosure had a significant positive effect on ROA, 
whileChandra Verina & Rohman (2024)found that Social Disclosure had no significant effect on ROA. 
Furthermore, in the Governance Disclosure aspect,Daffa et al. (2023) found that Governance 
Disclosure had a significant negative effect on ROA, whereas Lita & Faisol (2025)showed that 
Governance Disclosure had no significant effect on ROA. A different finding was also demonstrated 
by Jaya and Martadinata (2024), who found that Environmental Disclosure had a significant negative 
effect, Social Disclosure had a significant positive effect, and Governance Disclosure had a positive 
but insignificant effect on profitability. These differences in results indicate that the influence of 
Environmental, Social, and Governance Disclosure on profitability does not show a consistent pattern, 
either in terms of significance or direction of influence. 
 
Based on the inconsistencies in the research results, there are still research gaps that need further 
study.Utami & Machmuddah (2026)separates Environmental, Social, and Governance Disclosure and 
examines their effects on firm value, with profitability as a moderating variable. The study uses ESG 
and profitability data in year t, as well as firm value in year t+1, to capture the market's response to 
sustainability information. However, this approach does not yet explain whether each ESG dimension 
influences firm profitability. This is important because firm value reflects market perceptions of a 
company's prospects, while profitability directly reflects a company's ability to generate profits through 
the utilization of its assets. Furthermore, empirical evidence regarding the relationship between each 
ESG dimension and profitability in the context of state-owned enterprises (SOEs) still needs to be 
expanded, given that SOEs are both business entities and agents of national development. The use 
of a lag effect approach is also relevant because the economic benefits of environmental, social, and 
governance practices cannot always be realized in the same period as the disclosure. Environmental 
investments, social program implementation, and governance strengthening can take time to impact a 
company's financial performance. 
 
Based on this research gap, this study is a replication study referring to the research of Utami and 
Machmuddah (2026) using the same independent variables, namely the Environmental Disclosure 
Score, Social Disclosure Score, and Governance Disclosure Score obtained from the Bloomberg ESG 
Disclosure Score. The differences in this study lie in the use of profitability proxied by Return on 
Assets (ROA) as the dependent variable, the research objects are state-owned enterprises listed on 
the Indonesia Stock Exchange, and the application of the lag effect approach. The ESG Disclosure 
Score is measured in 2022–2024 as period t, while profitability is measured in 2023–2025 as period 
t+1. This approach is used to test the possibility of a time lag between the disclosure and 
implementation of sustainability practices and their impact on company profitability. Thus, this study is 
expected to expand empirical evidence regarding the influence of each dimension of Environmental, 
Social, and Governance Disclosure on profitability, especially in state-owned enterprises listed on the 
Indonesia Stock Exchange. This study aims to analyze the influence of Environmental Disclosure 
Score, Social Disclosure Score, and Governance Disclosure Score on the profitability of state-owned 
enterprises listed on the Indonesia Stock Exchange through a lag effect approach. 
 
Literature Review  
The concept of signaling theory, introduced by Spence (1973), shows how companies communicate 
with investors to reduce the difference in information between the company's leaders and outside 
people. In this study, sustainability reporting is seen as a good sign that shows a company is 
dedicated to running its business in a sustainable way by focusing on environmental, social, and 
governance factors. ESG disclosures give more details about how well a company manages its 
governance, handles business risks, and plans for long-term sustainability, which helps build trust with 
investors and can also help the company make more profit (Mahmood et al., 2025). This signaling 
mechanism has proven crucial in building positive market perceptions of corporate transparency 
(Durlista & Wahyudi, 2023 ; Nainggolan & Siswanti, 2025). 
 
Ross (1997)explains that information becomes a credible signal when supported by the company’s 
sound fundamentals. Thus, companies with high and stable profitability tend to receive a positive 
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response from investors when disclosing sustainability reports. Non-financial transparency from 
financially sound entities is valued more highly by capital market participants (Nguyen, 2025). 
Conversely, if a company’s profitability is low, ESG disclosures may be perceived merely as a form of 
administrative compliance or a formality, thereby reducing their impact on improving financial 
performance (Lukman et al., 2025). 
 
According to Dowling & Pfeffer (1975) egitimacy theory, businesses require societal legitimacy to 
sustain their operations. A company's legitimacy is determined by how well its operations conform to 
the norms, values, and expectations of the general public. According to (Umbing et al., 2024), 
sustainability reporting, which covers environmental, social, and governance issues, is seen as a 
company's attempt to gain and retain credibility with its stakeholders. ESG disclosures show that 
businesses prioritize social and environmental responsibilities in addition to financial gains (Durlista & 
Wahyudi, 2023 ; Nainggolan & Siswanti, 2025). Business continuity is implicitly ensured by this 
alignment of activities with social standards (Wijayanti & Setiawan, 2023). 
 
O’Donovan (2002) explains that when public perception of a company is at risk of declining, the 
company must increase transparency and information disclosure to ensure its operations remain 
aligned with public expectations. Therefore, sustainability reporting serves as a vital tool for 
companies to demonstrate their commitment to sustainable business practices, thereby enhancing 
stakeholder confidence and supporting improved corporate profitability (Mahmood et al., 2025). By 
securing public recognition, corporations can mitigate potential social sanctions that could be 
detrimental to profitability (Elvira, 2026). 
​  
In line with the research by Rahelliamelinda & Handoko (2024), corporate legitimacy is not merely 
achieved through compliance with formal regulations, but also through a company’s ability to meet 
societal demands regarding sustainability and optimal corporate management. Research by Arofah & 
Khomsiyah (2023)also shows that the implementation of ESG can enhance corporate legitimacy, 
strengthen corporate reputation, and have a positive impact on improving corporate performance and 
profitability. By fulfilling this social contract, business entities can reduce political costs and secure the 
long-term loyalty of stakeholders (Grewal et al., 2020). 
 
Hypothesis Development 
The Effect of Environmental Disclosure on Profitability 
Environmental disclosure plays a crucial role in sustainability reporting as it showcases a firm's 
initiatives to control and reduce the environmental effects linked to its operations. These disclosures 
typically encompass details related to energy use efficiency, emissions of greenhouse gases, 
management of waste, water usage, conservation of biodiversity, prevention of pollution, and 
safeguarding of natural resources (GRI, 2021). By means of environmental disclosure, organizations 
convey their environmental achievements and highlight their dedication to sustainable business 
methods. In this research, the Environmental Disclosure Score is utilized to quantify environmental 
disclosure, indicating the level of environmental data shared by firms in their sustainability reports in 
accordance with the standards set by the Global Reporting Initiative (GRI). 
 
According to Legitimacy Theory, companies continuously seek to obtain and maintain legitimacy from 
society by ensuring that their operations are aligned with prevailing social values, norms, and 
expectations (Dowling & Pfeffer, 1975). Companies that actively disclose environmental information 
demonstrate accountability for the environmental consequences of their activities, thereby 
strengthening their legitimacy in the eyes of stakeholders. Environmental transparency can improve 
corporate reputation, enhance stakeholder trust, and reduce the risk of negative public perceptions 
that may arise from environmental issues or regulatory non-compliance (Suchman, 1995 ; Deegan, 
2002). 
​  
Additionally, according to Signaling Theory, environmental disclosure shows a company's dedication 
to long-term sustainability and environmental responsibility (Spence, 1973) By voluntarily providing 
information about environmental initiatives and performance, companies can reduce information 
asymmetry between management and external stakeholders, particularly investors (Connelly et al., 
2011). Strong environmental performance is frequently seen by investors as a sign of better 
managerial quality, efficient resource use, and excellent risk management, all of which may boost their 
confidence in the company's prospects going forward. 
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From an operational perspective, environmental initiatives can contribute to improved financial 
performance through greater resource efficiency and lower operational costs. Investments in energy 
conservation, waste reduction, and environmentally friendly technologies may reduce production 
costs and improve operational efficiency over time. In addition, companies with strong environmental 
practices are generally better positioned to comply with environmental regulations, avoid legal 
penalties, and reduce environmental risks that could negatively affect financial performance. Effective 
environmental management can therefore create competitive advantages and contribute to long-term 
value creation for the company (Fatemi et al., 2018; Alareeni & Hamdan, 2020). 
​  
Several previous studies provide empirical information about the relationship between environmental 
disclosure and corporate profitability. Studies by Mohammad & Wasiuzzaman (2021), Buallay et al. 
(2022), Durlista & Wahyudi (2023), Widiani & Sisdyani (2025), have demonstrated that environmental 
disclosure positively impacts a corporation’s financial performance. These results suggest that firms 
with increased levels of environmental disclosure are likely to achieve 
greater profitability owing to enhanced legitimacy, a more 
robust corporate image, reduced operational risks, and improved competitive edges (Fatemi et al., 
2018; Alareeni & Hamdan, 2020; Buallay et al., 2022). The following hypothesis is put out in light of 
the theoretical justifications and empirical data mentioned above: 
H1: The Environmental Disclosure Score influences the profitability. 
 
The Effect of Social Disclosure on Profitability 
Social disclosure pertains to the declarations made by a company regarding its responsibilities 
towards its workers, clients, local communities, and various stakeholders through the practice of 
corporate social responsibility and sustainable business approaches (GRI, 2021; Al-Tahat et al., 
2025). Typically, social disclosures encompass data related to employee well-being, workplace health 
and safety, inclusivity and equal chances, human rights, training and development for employees, 
responsibilities towards customers, and programs that engage with the community (GRI, 2021). The 
Social Disclosure Score, which measures how fully businesses disclose social-related information in 
their sustainability documents in accordance with the guidelines established by the Global Reporting 
Initiative (GRI), is used to assess social disclosure for the purposes of this study. 
 
Stakeholder Theory states that a company's capacity to satisfy the demands and interests of its 
stakeholders—which include workers, clients, suppliers, communities, governments, and 
investors—determines its long-term viability (Freeman, 1984). Therefore, companies are expected to 
maintain good relationships with these stakeholders through transparent and adequate social 
disclosure practices. Companies that actively communicate their social responsibilities demonstrate 
accountability and responsiveness to stakeholder concerns, which may strengthen stakeholder 
support and improve the company's legitimacy in society. 
 
Furthermore, Signaling Theory explains that corporate disclosures serve as signals that reduce 
information asymmetry between management and external parties (Spence, 1973). Social disclosure 
can function as a positive signal regarding a company's commitment to ethical business practices, 
employee welfare, customer protection, and community development (Connelly et al., 2011). Such 
disclosures may increase investor confidence, attract potential investors, and improve the company's 
reputation in the market. As a result, companies with better social disclosure may enjoy lower capital 
costs and stronger access to external financing. 
 
From an operational perspective, the implementation and disclosure of social initiatives may also 
contribute directly to improving financial performance. Investments in employee welfare and 
development can increase employee motivation, productivity, and retention rates, thereby reducing 
recruitment and training costs. Similarly, customer-oriented social practices can strengthen customer 
satisfaction and loyalty, leading to higher sales and market share. Community engagement programs 
may also reduce social conflicts and improve relationships with regulators and local communities, 
creating a more stable business environment that supports long-term profitability (Orlitzky et al., 2003; 
Mohammad & Wasiuzzaman, 2021). 
 
Numerous earlier investigations offer empirical evidence supporting the beneficial connection between 
social disclosure and profit margins. Studies by Sumani & Limawan (2024), Widiani & Sisdyani 
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(2025), and Buallay et al. (2022) revealed that social disclosure has a positive and significant impact 
on the profitability of corporations. Their results suggest that firms with greater social disclosure 
typically achieve improved financial outcomes owing to enhanced relationships with stakeholders, a 
better corporate reputation, and increased operational effectiveness. Thus, it is anticipated that 
businesses that share more detailed social information will realize greater profitability compared to 
those that have less social disclosure. The following hypothesis is put out in light of the theoretical 
justifications and empirical data mentioned above: 
H2: The Social Disclosure Score influences the profitability. 
 
The Effect of Governance Disclosure on Profitability 
Governance disclosure pertains to information related to openness, responsibility, independence, 
accountability, and how effectively corporate oversight mechanisms manage a company's operational 
practices (OECD, 2023). These disclosures typically include information about the composition and 
structure of the board of directors and commissioners, audit committees, internal control systems, risk 
management procedures, anti-corruption policies, business ethics principles, and compliance with 
pertinent regulations (GRI, 2021). The Governance Disclosure Score, which shows the degree of a 
company's governance-related information found in sustainability reports compliant with the Global 
Reporting Initiative (GRI) standards, is used in this study to assess governance disclosure. 
 
According to Stakeholder Theory, the implementation of good corporate governance can enhance 
stakeholder trust and reduce conflicts of interest between management and shareholders, thereby 
supporting the creation of harmonious relationships between the company and its stakeholders 
(Freeman, 1984). Additionally, a company's adherence to the values of accountability, transparency, 
responsibility, independence, and justice is demonstrated by good governance, which are 
fundamental to effective corporate decision-making and long-term sustainability. 
 
Furthermore, Signaling Theory explains that the disclosure of strong governance practices serves as 
a positive signal regarding the quality of management and the company's future prospects (Spence, 
1973). Information related to oversight mechanisms, internal controls, and regulatory compliance can 
reduce information asymmetry between management and external stakeholders, thereby increasing 
investor confidence in the company (Connelly et al., 2011). Higher levels of investor confidence may 
improve access to external financing and reduce the company's cost of capital. 
 
From an operational standpoint, strong corporate governance has the potential to boost operational 
effectiveness, improve the caliber of managerial choices, and diminish agency expenses that occur 
because of conflicting interests between shareholders and managers (Jensen & Meckling, 1976) 
Robust governance systems can additionally lessen the likelihood of fraud, self-serving behaviors by 
management, and poor investment choices, thus promoting enhanced corporate results over an 
extended period (Alareeni & Hamdan, 2020). Consequently, companies with stronger governance 
practices are expected to create greater value and achieve higher levels of profitability. 
 
Several previous studies provide empirical evidence regarding the relationship between governance 
disclosure and corporate profitability. Research conducted by Widiani & Sisdyani (2025), Trinurwati et 
al. (2026), and Buallay et al. (2022) found that governance disclosure significantly influences 
corporate profitability. In addition, Fatemi et al. (2018), Buallay et al. (2022), and Velte (2017) argue 
that optimal governance disclosure can improve corporate transparency, reduce agency conflicts, 
strengthen investor confidence, and enhance operational efficiency, which ultimately contributes to 
improved financial performance. The following hypothesis is put out in light of the theoretical 
justifications and empirical data mentioned above: 
H3: The Governance Disclosure Score influences the profitability. 
 
Method 
This study adopts a quantitative approach using secondary data. The study population includes all 
SOEs listed on the IDX that have sustainability reporting data and complete financial statements 
available for the entire analysis period. This study uses the year pairs t and t+1, where the 
independent variable uses data from the 2022–2024 period (t), while the dependent variable uses 
data from the 2023–2025 period (t+1). Data were obtained from sustainability reports, annual reports, 
company financial statements, as well as the official websites of the IDX and the respective 
companies. 
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The sample was chosen using purposive sampling because of several specific characteristics​
including: 

1.​ State-owned enterprises that were listed on the IDX during the entire study period. 
2.​ Companies that kept on publishing sustainability reports every year from 2022 to 2024. 
3.​ Companies that have full information about their Environmental Disclosure Score and Social 

Disclosure Score, Governance Disclosure Score, and profitability during the study period. 
 

Table 1. Sample Selection Criteria 
 

Num Criterion Total 
1. State-owned enterprises listed on the Indonesia Stock Exchange (IDX) from 

2023 to 2025 
        26 

2. State-owned enterprises that did not consistently publish annual reports during 
period t1 and are available on the IDX website 

        (0) 

3. State-owned enterprises that have not consistently published sustainability 
reports during period t 

        (2) 

        Number of companies meeting the criteria:                                                                24 
        Number of samples used over 3 years:        24 × 3 =                                                 72 

Source: Processed secondary data, 2026 
 
There were 26 companies that met the sample selection criteria, resulting in a total of 72 data points. 
The analysis used multiple linear regression with SPSS version 25.It involved descriptive statistics 
and checks for classical assumptions like normality, multicollinearity, heteroscedasticity, and 
autocorrelation.Hypothesis testing was done using R squared, the F-test, and the t-test. These tests 
were done to see how sharing information about the environment, society, and governance affects the 
profits of state-owned companies listed on the IDX between 2023 and 2025.  
​ ​ ​  
​ ​ ​ Table 2. Variable Definitions and Measurements 

 
Variables Measurement 

Environmental Disclosure Score (ED) 
Environmental factors indicate the degree to 
which a business focuses on sustainability 
efforts and managing its environmental effects, 
such as energy efficiency, waste management, 
carbon emissions reduction, and conservation of 
natural resources. (Negara et al., 2024) 

 
The Environmental Disclosure Score, as shown 
in the Bloomberg ESG Disclosure Score, shows 
how much a company shares information about 
its environmental practices in its sustainability 
report.  (Negara et al., 2024) 

Social Disclosure Score (SD) 
The social dimension illustrates the degree of 
transparency exhibited by the company in 
revealing details about its employment 
practices, worker health and safety, human 
rights, customer interactions, and its social 
responsibility toward the community.  
(Wardhana & Hersugondo, 2025) 

 
The Social Disclosure Score, as mentioned in 
the Bloomberg ESG Disclosure Score, shows 
how much social information a company shares 
in its sustainability report (Wardhana & 
Hersugondo, 2025) 

Governance Disclosure Score (GD) 
The aspect of corporate governance illustrates 
how well the company adheres to the principles 
of transparency, accountability, independence, 
responsibility, and effective oversight via the 
structure of the board of commissioners, audit 
committee, and its anti-corruption policy (Farhati 
et al., 2024). 

 
The Governance Disclosure Score from the 
Bloomberg ESG Disclosure Score shows how 
much information a company shares about its 
corporate governance in its sustainability reports 
(Farhati et al., 2024) 

Profitability (ROA) 
Profitability reflects the company's ability to 
generate profits through the use of assets and 

 

ROA = Net Income After Tax × 
100% Total Assets 
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assets owned by the company (Suzan & 
Ramadhani, 2023) 

(Suzan & Ramadhani, 2023) 

Source: Processed Data, 2026 
 
Multiple Regression Analysis 

ROA(it+1) = α + β₁ EDS(it) + β₂ SDS(it) + β₃ GDS(it) + ε(it)​ 
 
The model posits that corporate profitability is proxied by ROA. The regression model includes a 
constant (α) and regression coefficients (β1–β3) to test the effects of Environmental Disclosure, Social 
Disclosure, and Governance Disclosure on corporate profitability. The error term is denoted by ε, 
while i and t represent the firm and the observation year, respectively. 
 
Results and Discussion  

Table 3. Descriptive Statistical Test Result 

The table shows that the average environmental and social scores fall within the mid-range, indicating 
that disclosure of environmental and social aspects by state-owned enterprises is moderate. 
Meanwhile, the average governance score is lower than that of the other two aspects, with relatively 
high variation in disclosure levels across companies. The average profitability (ROA) score falls in the 
middle range, indicating that there is variation in companies’ ability to generate profits. Overall, the 
variation in values across all variables is sufficient to support regression analysis in the next stage. 
 
In the analysis of classical assumptions, four types of tests were conducted. The Kolmogorov-Smirnov 
test was used to check if the residuals follow a normal distribution.The test gave a p-value of 0.178, 
which is higher than 0.05.This means the residuals are normally distributed, and the model meets the 
normality assumption. Second, the multicollinearity test showed that the tolerance values for all 
variables were 0.863, 0.915, and 0.936, which are all above 0.10, and the VIF values were 1.158, 
1.092, and 1.068, which are all below 10.This means the regression model does not have 
multicollinearity. Third, the heteroscedasticity test using the Glejser method showed significant values 
of 0.452, 0.058, and 0.119, all of which are higher than 0.05, meaning the model does not have 
heteroscedasticity. Fourth, in the autocorrelation test, the Durbin-Watson statistic is 2.075, which lies 
between the values dL and 4 − dU.The interval is 1.7054 to 2.2946, and since 2.075 is inside this 
range, it shows that the regression model does not have autocorrelation. Based on these results, the 
regression model is seen as appropriate for testing hypotheses. 
 

Table 4. Determinan Coefisien Test Result 
 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

1 .993a .985 .985 .00940 
Source: SPSS output (2026)  

 
The adjusted R-squared value in the table is 0.985. With this value, the environmental score, social 
score, and governance score explain 98.5% of the variation in corporate profitability. Conversely, the 
remaining 1.5% of the variation stems from factors outside the research model. 
 

Tabel 5. F Statistical Test Result 
 

 
Sum of 

Squares df Mean Square F Sig. 
 Regression .403 3 .134 1520.128 .000b 

Residual .006 68 .000   
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Total .409 71    
​   Source: SPSS output (2026)  
 
According to the results of the simultaneous significance test, a significance value of 0.000 was 
obtained, which does not exceed the significance level of 0.05. This demonstrates that the 
independent variables collectively exert a significant influence on the dependent variable. Therefore, 
the regression model used in this study is considered valid and meets the model validity criteria 
(passed the F-test). 

Tabel 6. Statistical t Test Result 
 

Variable B Sig. Conclusion 
Constanta 1,011 0,000 - 
Environmental Score -0,000087 0,127 Not signifikan         ( H1 Rejected) 
Social Score 0,019 0,000 Significant, positif   (H2 accepted) 
Governance Score -0,017 0,000 Significant, negatif  (H3 accepted) 

 Source: SPSS output (2026)  
 
The Effect of Environmental Score on Profitability 
Based on hypothesis testing, evidence was found that environmental scores do not yet have a 
significant impact on corporate profitability. The implementation of environmental aspects reflected in 
the sustainability reports of the sample companies generally remains focused on long-term 
sustainability activities, such as energy conservation, emissions reduction, waste management, and 
compliance with environmental policies—the economic benefits of which cannot yet be directly felt by 
the companies. Thus, sustainability practices that have the potential to create operational cost 
efficiencies and improve productivity have not been consistently proven to strengthen corporate 
profitability. From the perspective of Legitimacy Theory, companies engage in environmental activities 
to gain and maintain legitimacy among the public and stakeholders. However, this legitimacy has not 
yet translated into increased corporate profits in the short term. These findings supportSaputri et al. 
(2023), who concluded that environmental aspects do not have a significant impact on a company’s 
financial performance, as well as Aydoğmuş et al. (2022),who emphasized that the contribution of the 
environmental dimension in ESG tends to be weak if it is not accompanied by tangible and 
measurable sustainability implementation. 
 
The Effect of Social Score on Profitability  
The results of this study indicate that social score levels contribute positively and significantly to 
increased corporate profitability. These findings suggest that the social dimension is the aspect of 
sustainability reporting that most rapidly yields economic benefits for companies. The implementation 
of social aspects—including labor protection, occupational safety and health, employee well-being, 
human resource development, and social contributions to the community—demonstrates a company’s 
ability to effectively manage relationships with its stakeholders. From the perspective of Stakeholder 
Theory, companies that are able to meet stakeholder expectations will gain support that can enhance 
productivity, operational efficiency, and business sustainability. Furthermore, according to Signaling 
Theory, a high social score sends a positive signal regarding a company’s commitment to social 
responsibility and business sustainability. These conditions ultimately contribute to increased 
corporate profitability. These findings align with the research by Mohammad & Wasiuzzaman 
(2021),which found that stakeholder-oriented sustainability practices can improve corporate 
profitability, as well as that of Buallay et al. (2022),which showed that the social dimension makes a 
positive contribution to a company’s financial performance. 
 
The Effect of the Governance Score on Profitability  
Based on hypothesis testing, evidence was obtained that the governance score has a negative and 
significant effect on corporate profitability. The implementation of optimal corporate management in 
sustainability reporting practices generally entails costs related to compliance, oversight, internal 
controls, and adjustments to various applicable regulations. Therefore, the economic benefits of 
implementing optimal corporate management cannot yet fully offset the implementation costs incurred 
by the company in the short term. Consequently, an increase in the governance score was actually 
followed by a decline in the company’s profitability during the study period. According to Signaling 
Theory, optimal corporate management should serve as a positive indicator of management quality, 
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transparency, and corporate accountability. However, in state-owned enterprises (SOEs), the 
economic benefits of implementing such governance practices may not yet be fully realized, and thus 
have not yet strengthened corporate profitability in the short term. These findings are consistent with 
the research by Aydoğmuş et al. (2022), which found that governance dimensions do not always have 
a positive impact on a company’s financial performance, particularly for companies in the process of 
adapting to ESG and sustainability practices. 
 
 
 
Conclusion  
Overall, this study demonstrates that the effect of sustainability reporting on the profitability of 
Indonesian state-owned enterprises varies across the ESG dimensions examined. The findings 
indicate that the environmental score does not have a significant effect on corporate profitability, 
suggesting that environmental disclosure has not yet contributed directly to improving companies' 
financial performance. In contrast, the social score has a positive and significant effect on profitability, 
implying that stronger social practices can enhance productivity, strengthen relationships with 
stakeholders, and create economic value that contributes to higher corporate earnings. Meanwhile, 
the governance score is found to have a negative and significant effect on profitability. This finding 
suggests that the implementation of good corporate governance requires substantial expenditures 
related to compliance, monitoring, internal control systems, and adaptation to regulatory 
requirements, which may reduce profitability in the short term. 
 
Based on these findings, companies are expected not only to improve the quality of their sustainability 
reporting but also to ensure that sustainability practices generate tangible economic benefits for the 
organization. The integration of ESG considerations into business strategies and operational activities 
is essential to support the creation of sustainable economic value. This study is subject to several 
limitations, including the relatively short observation period of 2023–2025 and the restriction of the 
sample to state-owned enterprises listed on the Indonesia Stock Exchange (IDX), which limits the 
generalizability of the findings to other industries. Furthermore, although the coefficient of 
determination indicates a very high explanatory power of 98.5%, there remains 1.5% of the variation 
in profitability that is explained by factors outside the research model. Therefore, future studies are 
encouraged to incorporate additional variables such as firm size, leverage, operational efficiency, 
liquidity, and firm growth, as well as alternative measures of profitability such as Return on Equity 
(ROE) and Net Profit Margin (NPM), to have a deeper comprehension of the connection between 
company financial success and sustainability reporting. 
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