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ABSTRACT 
value relevance of earnings has decreased. In addition, ESG (Environmental, Social, and Governmental) issues and the 

achievement of the triple bottom line have become a major focus. Therefore, this study examines the role of ESG and its 

component on enhancing value relevance of accounting information, especially on EPS and BVPS. This study's sample 

consists of 244 companies that were listed on the IDX (Indonesia Stock Exchange) between 2017 and 2021 and have ESG 

data on Bloomberg. By using multiple linear regression, it is found that ESG variable and all of its component are 

significant. Therefore, company should focus on ESG (Environmental, Social, and Governmental) issues in addition to 

accounting information as investors consider these factors when making decisions.  
  

Keywords: Accounting information, BVPS (Book Value per Share), EPS (Earning per Share), ESG (Environmental, 
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INTRODUCTION 

Barth et al., (2023)suggest that there is a decrease in value relevance of EPS while the relevance 

of BVPS and other information are increasing. Meanwhile, various facts have shown an increase in 

public attention to ESG issues as outlined in the triple bottom line. This issue has also address in 

Indonesia that enhance by several facts. These facts include increase of $71.1 Billion of ESG funding 

by 2020 (Díaz et al., 2021); Indonesia get the highest rating out of 27 countries that gain public trust in 

disclosing sustainability reports (Wuryasti, 2020); and also, the obligation to report sustainability 

reports in Indonesia based on Keuangan (2016); Otoritas Jasa Keuangan, (2021). 

Miralles-Quirós et al. (2018); Mohammad & Wasiuzzaman (2021); Yoon et al. (2018) found 

that ESG positively correlated with firm value because it can represent long-term earnings. However, 

Narullia & Subroto (2018); Serafeim & Yoon (2021); Wong & Zhang (2021) found the opposite. ESG 

disclosure on various media channels and ESG score has prompted to have negative relationship with 

stock prices. Furthermore, Narullia & Subroto (2018) has an opposite findings within the fact that ESG 

does not directly affect stock values and it is irrelevant in Indonesia. However, the irrelevancy of ESG 

in Indonesian markets are because of the quality and comparability of the sustainability report are 

deficient. 

In contrast, Amrousy et al. (2012) found no difference in market reaction between companies 

with high and low ESG scores. Diverse reactions to ESG issues on global markets are primarily due to 

investors' varying emphasis on ESG factors. (Han et al., 2016) discovered that the ESG factor has a 

unique relationship with firm performance. Environmental score has a negative correlation with firm 

performance, while social score has no correlation and governance score has a positive correlation. 

Furthermore, Miralles-Quirós et al. (2018) demonstrate contradictory results in which all ESG factors 

have a positive relationship with stock prices. 

Although the relevancy of ESG is still unclear, however Narullia & Subroto (2018) state that 

non-financial information can increase firm value which increase the relevance of accounting 

information. From these facts, this paper aims to have empirical evidence in determining the role of 

ESG and its components in enhancing value relevance of accounting information, which are EPS and 

BVPS in Indonesia. The relevancy of these information will be measured by stock prices which shows 
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how these variables influence decisions in the capital market. Moreover, the decrease in value 

relevance of earnings and increase in value relevance of BVPS and other information has only been 

studied in American market by Barth et al. (2023) Therefore, this study will conduct a great 

information and result towards value relevance of ESG and its components and how these variables 

could enhance value relevance of EPS and BVPS as accounting information. 

 

THEORY, LITERATURE REVIEW, AND HYPOTHESIS 

Value Relevance of Information 

Financial reports and sustainability reports published as a concern of good corporate 

governance. In addition, the information presented in the report can be a signal for investors.  However, 

not all the information presented in the report are relevant as the basis for investors' decisions in the 

capital market. Therefore, the ability of accounting information to influence stock prices are known as 

value relevance  (Francis & Schipper, 1999).  

Barth et al. (2023) found a deterioration in the value relevance of earnings per share (EPS) and 

book value per share (BVPS) as well as an increase in the value relevance of R&D, assets, cash flow, 

etc. In this study, it was found that in the new economy era, investors pay attention to other 

information, which included non-financial information, especially for loss firms. On the other hand, the 

value relevance of ESG and its components has not been studied. Therefore, this research will focus on 

the role of ESG and its components in increasing the value relevance of EPS and BVPS. 

Paolone (2020) suggests that there are 2 methods for analyzing value relevance, which are price 

models and return models. Price models are the method used in Ohlson's (Ohlson, 1995) model to 

identify the relationship between firm market value which represented in stock prices and various 

independent variables to be tested. Return models are the models used by Easton et al. (1991) to test 

value relevance by examine the relationship between returns or changes in stock prices and the various 

independent variables to be tested. Return model is a collaboration of the book valuation model and the 

earning valuation model. 

The difference between these 2 methods is that the return model does not analyze the relationship 

between market value and book value.  In conclusion, this model is more suitable for measuring firm 

performance than market value. However, this study focusses on examining the role of ESG and its 

components in enhancing value relevance of accounting information in influencing stock prices. 

Therefore, the model’s used is price models. 

 

Hypothesis Development 

When making decisions, investors require relevant information, including non-financial data. 

ESG (Environmental, social, governance) has emerged as an effective way to demonstrate a company's 

commitment to achieve triple bottom line and sustaining growth. Therefore, ESG-related information 

should be disclosed in the company's platform, including annual reports and sustainability reports. 

Good ESG scores are associated with a positive image, which increases the value and competitive 

advantages of a company. Connelly et al. (2011) stated that information which reliable to investor will 

become a good signal. 

Mohammad & Wasiuzzaman (2021); Yoon et al. (2018); and Miralles-Quirós et al. (2018) has 

proved that ESG is relevant and could increase the firm value in various countries, such as Malaysia, 

Korea, and Brazil. On the other hand, it does not go well in Indonesia whereas Narullia & Subroto 

(2018) found that ESG does not directly affect stock values and cannot enhance the relevance of 

accounting information. However, this research was conducted in 2013-2015 when ESG was not a 

societal concern and sustainability reports were still incomparable and unstandardized, resulting in 
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investors receiving irrelevant information. Therefore, the current relevance of ESG in Indonesia has not 

yet been examined. 

To get the result, this research will examine the impact of ESG on the relevance of accounting 

information. ESG would be measured by ESG score from Bloomberg. While EPS and BVPS will 

become a proxy to the accounting information. Furthermore, Miralles-Quirós et al. (2018) found that 

all ESG components have a positive relationship with stock prices. Therefore, the relationship between 

each ESG component and the overall ESG combination on the relevance of accounting information 

will be examined in this paper. However, Kovács & Sharkey (Kovács & Sharkey, 2014) stated that 

signal can be manipulated by credible signaler. Therefore, this study also examines the difference of 

market reaction toward good performers and bad performers. Thus, the hypothesis proposed are: 

H1: ESG enhance value relevance of accounting information 

H2a: Environmental performance enhance value relevance of accounting information 

H2b: Social performance enhance value relevance of accounting information 

H2c: Governance performance enhance value relevance of accounting information 
 

RESEARCH METHODS 

The unit of analysis used in this research is a company that has been listed on the Indonesia 

Stock Exchange in 2017-2021 which have ESG scores on Bloomberg. Researcher used non-probability 

sampling with a purposive technique in determining the sample. There are six criteria for sample 

selection. First, the company has an ESG score in Bloomberg. Second, closing date December, 31. 

Third, presenting Rupiah as monetary unit. Fourth, the company has stock price on Yahoo Finance. 

Based on these criteria obtained 244 for model 1 and 235 for model 2. 

In order to examine the value relevance of EPS and BVPS due to the disclosure of ESG and 

digitalization, this research conduct 2 models which modified Ohlson (OHLSON, 1995) model. The 

first model will analyze the role of ESG in increasing the relevance of accounting information. The 

second model is used to examine the role of each ESG components in increasing the relevance of 

accounting information. 

 

 
 

Whereas,  = Market price of shares taken at the closing price at the end of the financial year of 

company i on year t; = Earning per share of company i on year t; = Book value per share of 

company i on year t; = ESG Score of company i on year t; = Environmental Score of 

company i on year t; = Social Score of company i on year t; = Governance Score of company i 

on year t; = Size that calculated from log total asset of company i on year t; = Operating 
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cash flow divided by total asset of company i on year t; = Return on Assets of company i on year 

t; = Error. 

 

The measurement of those variables is shown on table 1.  

Table 1. Variable Operationalization 
Types  Variables  Formula  

Dependent Variables  Market Value (MV) 
Closing market price at the end of the year from Yahoo 

Finance  

Independent Variables  

Earnings per Share 

(EPS)  
 

Book Value per Share 

(BVPS)  
 

Independent  

and Moderating 

Variables  

ESG Score, 

Environmental Score 

(ES), Social Score 

(SS), Governance 

Score (GS)  

Measured by Bloomberg whereas: 

Environmental scores are measured by carbon emissions, 

climate change effects, pollution, waste disposal, renewable 

energy, and resource depletion 

Social scores are measured by supply chain, discrimination, 

political contributions, diversity, human right, and 

community relations 

Governance scores are measured by Cummulative Voting, 

Executive Compensation, Shareholders’ Right, Takeover 

Defense, Staggered Boards, and Independent Directors 

Control Variables  

SIZE  
 

Operating Cash Flow 

(OCF)   

Return on Assets 

(ROA)  
 

 

RESULTS AND DISCUSSION 

Based on 244 data for model 1 and 235 data for model 2, table 2 shows the descriptive statistics of both 

model’s variables. 

Table 2. Descriptive Statistics of Model 1 and 2 
Panel A: Model 1 (ESG) 

Variabel N Minimum Maximum Mean Std. Deviation 

MV 244 50.00 49,568.61 3,061.20 5,237.25 

EPS 244 -661.05 5,655.00 241.08 576.48 

BVPS 244 0.00 31,294.49 791.48 4.424.53 

ESGS 244 0.00 61.92 34.98 14.59 

OCF 244 -0.14 3.93 0.10 0.27 

ROA 244 -0.22 0.37 0.06 0.09 

SIZE 244 7.34 15.24 13.29 1.45 

Panel B: Model 2 (ES. SS. GS) 

Variabel N Minimum Maximum Mean Std. Deviation 

MV 235 50.00 75,611.33 3,047.45 7,698.55 

EPS 235 -661.05 5,655.00 272.70 744.055 

BVPS 235 0.00 31,294.49 810.53 4,507.68 

ES 235 0.00 92.42 27.59 25.18 

SS 235 0.00 87.67 28.24 16.60 

GS 235 0.0006 95.00 68.55 16.32 

OCF 235 -0.14 3.93 0.10 0.28 

ROA 235 -0.22 0.45 0.06 0.09 
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SIZE 235 7.34 15.24 13.27 1.43 

 

Both of 2 models shows that the models are fit. It is concluded due to the adjusted R suare of 

these models are above 90% (model 1: 92.3%; model 2: 97.1) and F value are significant at 0.000. This 

means the models had explained more than 90% of the variance in the data and there is significant 

effect of the independent variable and the control variable on stock price as its dependent variable. 

Moreover, the t test result on table 5 shows that ESG and its components are significant which shows 

that its variables are value relevance. However, ES had a negative correlation with MV that means 

higher ES score will result on lower MV.  

Though, it is proven that non-financial information is also significant other than accounting 

information for investor’s decision on capital market. On the other hand, the role of ESG and its 

components to enhance value relevance of accounting information are not likely to be significant. 

Therefore, a further discussion is needed toward its impact on accounting information. 
 

Table 3. Regression Result 

Panel A: Model 1 (ESG) 

Variable B t Sig. (1-tailed) 

(Constant) -4,343.66 -4.45 0.00 

EPS 16.07 22.96 0.00 

BVPS 0.11 2.37 0.009 

ESG 51.50 6.62 0.00 

EPS*ESGS -0.23 -11.24 0.00 

BVPS*ESGS -0.001 -1.15 0.13 

OCF 81.64 0.21 0.42 

ROA 1,395.51 1.06 0.15 

SIZE 269.32 3.89 0.00 

F 363,625   

Fsig 0.000   

Adj. R2 0,923   

 

Discussion 

Table 3 shows that the independent variables in the form of EPS, BVPS, and ESGS have a 

significant positive influence on share prices as the dependent variable. This is because the significance 

value of the t-test is 0.000 (<0.05). Furthermore, the EPS*ESGS variable has a significance of 0.000 

(<0.05). Even so, the t-test results caused EPS, which initially influenced share prices positively, to 

become negative. This indicates that ESGS cannot increase the value relevance of EPS. Table 3 also 

shows that the BVPS significance value increased from 0.009 to 0.13. Furthermore, the interaction 

between ESGS and BVPS causes the results of the BVPS t-test, which initially influenced stock prices 

positively, to become negative. Therefore, ESGS cannot increase the value relevance of accounting, so 

H1 is rejected. 

Table 4 shows that SS and GS have a significant positive impact on market value, whereas ES 

has a negative impact. Therefore, ESGS and its component are relevant information for making a 

decision in capital market, whether it drives to positive or negative stock prices. Moreover, EPS and 

BVPS as an accounting information used in this study has shown different effect. Based on table 4, it 

was found that EPS has a significant positive effect on stock prices. However, BVPS does not always 

affect stock prices significantly. BVPS has a significant positive effect on stock prices on model 1. 

Meanwhile in models 2, BVPS does not significantly affect stock prices. The insignificant effect of 

BVPS toward stock price will affect the role of the ESG and its component as moderating variables in 

increasing the value relevance of EPS and BVPS. 
Table 4. Regression Result 
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Panel D: Model 2 (ESG Components) 

Variable B t Sig. (1-tailed) 

(Constant) -4,206.26 -4.12 0.00 

EPS 10.70 9.10 0.00 

BVPS 1.83 1.18 0.12 

ES -15.61 -4.09 0.00 

SS 4434 7.69 0.00 

GS 23.25 3.88 0.00 

EPS*ES 0.14 32.44 0.00 

EPS*SS -0.41 -25.11 0.00 

EPS*GS 0.03 1.39 0.08 

BVPS*ES -0.004 -1.78 0.04 

BVPS*SS 0.002 0.34 0.37 

BVPS*GS -0.02 -1.15 0.13 

OCF 872.65 2.50 0.007 

ROA 2,217.91 1.92 0.03 

SIZE 206.06 3.16 0.001 

F 569,280   

Fsig 0.000   

Adj. R2 0,971   

 

Moderating the ES variable with EPS produces a significance value of 0.000, indicating that the 

interaction effect between ES and EPS can increase share prices. On the other hand, moderating the ES 

variable with BVPS produces a negative significance value of 0.038 (<0.05). On the other hand, 

empirical results show that the interaction between BVPS and ES causes negative results. Indicates that 

ES cannot increase the value relevance of BVPS. Therefore, H2a is only accepted for EPS. The 

interaction effect between the SS and EPS variables produces a significance value of 0.00 (<0.05), 

indicating that SS influences stock prices significantly. Even so, the results of the interaction effect 

between EPS and SS cause the EPS variable, which initially had a positive influence on market value, 

to change to a negative influence. Then, the moderation of the SS variable with BVPS empirically 

shows that it is insignificant. So, H2b is rejected. The moderating effect of the GS variable with EPS on 

MV is insignificant for both EPS and BVPS, so H2c is rejected. 

 

FINDINGS AND CONCLUSION 

Hypothesis 1: The Role of ESG in Enhancing Value Relevance of EPS and BVPS 

The purpose of Hypothesis 1 is to establish the role of ESGS in enhancing the value relevance of 

accounting information, which are EPS and BVPS. The results of t-test indicate that ESGS can 

significantly impact stock prices. Therefore, it can be concluded that ESGS is applicable in Indonesia. 

This result is consistent with findings from previous studies (Miralles-Quirós et al., 2018; Mohammad 

& Wasiuzzaman, 2021; Yoon et al., 2018).  

 

However, ESGS could not enhance value relevance of accounting information, neither EPS nor BVPS. 

This supported previous research by Narulia & Subroto (2018b) who also found that ESG could not 

increase the value relevance of EPS or BVPS. ESG could not increase the relevancy of accounting 

information because good ESG rating indicates environmental costs incurred by the company which 

will reduce company's profit and enterprise value (Song et al., 2017; Voinea et al., 2020). Moreover, 

the implementation of ESG have not efficient yet due to the obligation to publish sustainability report 

for most company in Indonesia are started in 2021. 

 

Hypothesis 2: The Role of ESG Components in Enhancing Value Relevance of EPS and BVPS 
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While ESGS could not enhance value relevance of accounting information, interaction of accounting 

information with ESG components could make a different result. Hypothesis 2 aims to determine the 

role of the ESGS component in increasing the value relevance of accounting information, which are 

EPS and BVPS. This test also aims to determine the most impactful ESG components in increasing the 

value relevance of accounting information. Hopefully, companies can determine the right sustainability 

strategy in increasing the relevance of the accounting information presented. 

 

ES, SS, and GS independently influence stock prices significantly. Therefore, it is also possible 

to conclude that these three variables have value relevance. Nonetheless, ES has a negative effect on 

stock prices, whereas SS and GS have a positive effect. These results are in line with the research of  

Zuraida et al. (2014) who found that social as measured by social disclosure score value relevance and 

Han et al. (2016) who found that environment has a negative relationship and governance has a positive 

relationship to firm performance. 

Through the regression results, it can be concluded that ES, SS, and GS affect EPS and BVPS 

in different directions. ES as EPS moderator can increase EPS value relevance. However, the 

interaction effect between BVPS and ES is negative significant. This means that eventhough these two 

variables are relevant, ES could not enhance value relevance of BVPS. 

However, the inconsistency is because of the insignificant of BVPS and the awareness of 

environmental issue has not been a prioritize for the sample in this research. (Sarumpaet et al. (2016)  

also found that a significant positive relationship between ES and MV was only found in good 

performers. However, due to the lack of urgency to have a good ESG score, categorizing the samples 

based on positive and negative EPS still not provide significant results for all moderating variables. For 

company which has positive EPS, ES and GS can increase the relevance of EPS to company earnings, 

while SS cannot increase the relevance of accounting information, both EPS and BVPS. The findings 

that ES can enhance value relevance of EPS in good performers are same as for all sample.  

However, a new finding for GS that can enhance value relevance of accounting information for 

good performers. GS, which are also good corporate governance are highly related to EPS. It is because 

companies with higher GS means that the companies are accountable and responsible. This has shown 

a goodwill which can enhance value relevance of EPS. Moreover, EPS is directly related to economic 

performance which are profits, while BVPS is only related to equity that makes ES does not directly 

affect BVPS (Sarumpaet et al., 2016). 

Furthermore, from the company that has negative EPS, it was found that all interactions did not 

produce a significant correlation, except for the interaction with GS. However, GS is not able to 

increase the relevance of accounting information, both EPS and BVPS. On the other hand, SS causes 

an insignificant relationship to stock prices. This causes SS cannot increase the value relevance of EPS. 

Furthermore, GS cannot increase the value relevance of EPS. Moreover, the moderation of SS and GS 

with BVPS causes an insignificant relationship to stock prices. Therefore, ES, SS, and GS cannot 

increase the value relevance of BVPS.  

Furthermore, the inconsistency of the role of ES, SS, and GS in increasing the value relevance 

of accounting information has indicated that the ESG component has no definite relationship in 

increasing the value relevance of accounting information. This erratic direction can be caused by the 

difference in perspective between investors. On the other hand, these three components should also be 

carried out simultaneously by the company to fulfill 3BL aspects. Veverková (2020) stated that 66% 

agree that ESG is important. However, the components of the ESG cannot 'work' by themselves. This 

indicates that a company cannot have a good firm value if it only pays attention to one of them. 

Therefore, the ES, SS and GS components cannot individually increase the value relevance of 

accounting information, both EPS and BVPS. However, it is proven that ES can increase the value 
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relevance of EPS which means that during 2017-2021, investor see ES and EPS as relevant information 

in making decision.  

 

IMPLICATIONS, LIMITATIONS AND SUGGESTIONS 

This study aims to examine whether ESG and its components can enhance value relevance of acconting 

information, which are EPS and BVPS. By examining companies listed on Indonesia Stock Exchange 

(IDX) 2017-2021 which has ESG score on Bloomberg, it is found that ESG and its components are 

relevant in Indonesia. However, the lack urgency toward ESG issues has make ESG and its 

components could not enhance value relevance of accounting information. 

Having a high ESG score is associated with an increase in ESG costs, which will directly 

reduce the return on investment. Therefore, businesses should enhance the efficacy of ESG practices to 

increase the relevance of accounting data. Moreover, despite the fact that this study demonstrates that 

ESG cannot improve the value relevance of accounting information, companies should prioritize ESG 

issues. Since 2021, all companies listed on the IDX have been subject to an increasing ESG obligation. 

Furthermore, having a good ESG score can increase the value relevance of EPS for poor performers, 

implying that every company should focus on ESG issues. 

This study has limitations because the sample selection is restricted to companies that have 

been listed on the IDX and have a ESG score on Bloomberg within the past five years (2017-2021). 

Bloomberg's ESG score was required to have dependable sources for ESG calculation. In addition, the 

study is conducted at a time when the majority of companies have not yet given ESG a high priority. 

However, it would be interesting to discuss this topic in a future study where ESG has become a 

primary concern for company sustainability and has been effectively implemented. 

Due to the limitations of this study, the authors make the following suggestions for future 

research: (1) Collect more information about company ESG activity when ESG has become a primary 

concern for companies and when most companies have achieved efficiency. Since 2021, all IDX-listed 

companies are required to comply with ESG standards, which are just beginning to emerge as a trend. 

Therefore, additional research is required within the next few years to obtain more relevant results; (2) 

Use another country as a benchmark to determine whether ESG and its components can improve the 

value relevance of accounting information; (3) Include other moderating variables, such as accrual 

earnings management and GCG pillars, which are also a current issue influencing the value relevance 

of accounting information. 
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