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ARTICLE INFO ABSTRACT 
 This study examines the relationship between Environmental, Social, and 

Governance (ESG) sustainability practices and firm performance and value. Drawing 
on a sample of non-public manufacturing firms in the Greater Accra Region, the 
study employs hierarchical regression analysis to assess the impact of ESG practices 
on firm performance and value while controlling for firm size and age. The findings 
reveal significant positive relationships between ESG practices and both firm 
performance and value. Specifically, environmental sustainability initiatives 
positively influence firm performance and value, alongside social and governance 
sustainability practices. These results underscore the strategic importance of 
integrating ESG considerations into corporate strategies to enhance 
competitiveness, mitigate risks, and create long-term value for stakeholders. The 
study contributes to the literature by offering insights into the mechanisms through 
which ESG practices influence organizational outcomes and provides practical 
implications for practitioners and policymakers. Further research avenues include 
longitudinal and comparative studies to explore the long-term effects and regional 
variations in the relationship between ESG practices and firm performance and 
value. 
 
Keywords: Environmental Sustainability, Social Sustainability, Governance 
Sustainability, Firm Performance, Firm Value 

 
Introduction 

 
As environmental, social, and governance (ESG) considerations continue to gain prominence in corporate 
decision-making, there is a growing need to empirically assess the impact of ESG factors on firm valuation and 
financial performance (Friede et al., 2015; Wu et al., 2022). The integration of ESG criteria into business 
strategies has become increasingly recognized as a means to mitigate risks, enhance reputation, and drive long-
term value creation (GRI, 2020). 
While there is a theoretical rationale suggesting that firms committed to sustainable practices may exhibit 
better financial outcomes (Cheng et al., 2023; Chen & Xie, 2022), the practical implications and nuances of 
this relationship remain unclear (DasGupta, 2022; Velte, 2017). On one hand, proponents argue that 
companies embracing ESG principles tend to attract more conscientious investors, lower their cost of capital, 
and foster innovation through better resource management and stakeholder engagement (Kotsantonis & 
Serafeim, 2020; Eccles et al., 2014). Conversely, skeptics contend that ESG initiatives may impose additional 
costs and operational constraints, potentially compromising short-term profitability and market 
competitiveness (Montiel & Delgado-Ceballos, 2014; Hong & Kacperczyk, 2009). 
Moreover, the increasing pressure from stakeholders, including investors, consumers, regulators, and civil 
society, has led to a greater emphasis on corporate responsibility and accountability (Sachs et al., 2021). As a 
result, companies are under heightened scrutiny to demonstrate their commitment to ESG principles and 
showcase their contributions to sustainable development goals (SDGs) (UN Global Compact, 2015). 
 Despite the growing interest and investment in ESG strategies, there remains a lack of consensus regarding 
the most effective approaches to measuring and managing ESG risks and opportunities (Grewal et al., 2018). 
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The absence of standardized metrics and frameworks for assessing ESG performance poses challenges for 
investors seeking to integrate sustainability considerations into their investment decisions (Clark et al., 2019). 
Moreover, the proliferation of ESG ratings and rankings by various agencies has raised concerns about the lack 
of consistency and transparency in evaluation methodologies (Dyllick & Muff, 2016). 
In light of these complexities, there is a critical need for rigorous empirical research to disentangle the 
relationships between ESG factors and financial performance. By employing robust methodologies and 
comprehensive datasets, this study aims to provide empirical evidence to inform investment decisions and 
corporate strategies. Furthermore, the findings of this research are expected to have important implications 
for policymakers, regulators, and standard-setting bodies. By highlighting the linkages between ESG practices 
and financial outcomes, policymakers can design more effective incentives and regulations to encourage 
corporate sustainability initiatives (Moser et al., 2020). Moreover, regulators may consider mandating greater 
transparency and disclosure around ESG metrics to enhance market efficiency and facilitate informed 
decision-making by investors.  The remainder of the study is arranged as follows, section 2 focuses on the 
literature review and theoretical background of the study; section 3 discusses the research methodology of the 
study; section 4 presents the empirical findings and discussion and lastly, section 5 concludes the study.  
 
Literature Review  
Environmental, Social, and Governance Sustainability (ESG)  
Environmental, Social, and Governance (ESG) sustainability has garnered significant attention in both 
academic literature and corporate practice in recent years. This concept represents a holistic approach to 
assessing a company's performance and impact on various stakeholders, including the environment, society, 
and corporate governance structures. A foundational aspect of ESG sustainability is environmental 
responsibility. This involves evaluating a company's efforts to minimize its environmental footprint, such as 
reducing carbon emissions, conserving natural resources, and adopting renewable energy sources (Clark et al., 
2019). Studies have shown that companies with strong environmental performance not only mitigate 
environmental risks but also achieve long-term cost savings and enhance their reputation among 
environmentally conscious consumers (Kotsantonis & Serafeim, 2020). 
In addition to environmental considerations, social factors play a crucial role in ESG sustainability. This entails 
assessing a company's impact on society, including its treatment of employees, engagement with local 
communities, and promotion of diversity and inclusion within the workforce (Peng & Isa, 2020). Research has 
demonstrated that companies that prioritize social responsibility tend to attract and retain top talent, foster a 
positive corporate culture, and build stronger relationships with customers and communities (Eccles et al., 
2014). 
Furthermore, governance practices are fundamental to ESG sustainability. This involves evaluating the 
effectiveness of a company's corporate governance structures, including its board composition, executive 
compensation policies, and transparency in financial reporting (Velte, 2017). Strong governance frameworks 
not only enhance accountability and integrity but also mitigate risks related to conflicts of interest, fraud, and 
regulatory compliance (Wu et al., 2022). 
The integration of ESG sustainability into corporate strategy and decision-making has become increasingly 
important for investors, regulators, and other stakeholders. Investors are recognizing the materiality of ESG 
factors in assessing a company's long-term value and risk profile, leading to the proliferation of sustainable 
investing strategies, such as ESG integration, impact investing, and socially responsible investing (Friede et 
al., 2015). Regulators are also imposing greater disclosure requirements and accountability standards on 
companies to enhance transparency and accountability in ESG reporting. 
 
ESG, FIRM PERFORMANCE AND FIRM VALUE  
The intersection of Environmental, Social, and Governance (ESG) factors with firm performance and firm 
value has emerged as a critical area of research, drawing attention from scholars, practitioners, and 
policymakers alike. Several empirical studies have provided evidence supporting a positive association 
between ESG performance and financial performance. Friede, Busch, and Bassen (2015) conducted a 
comprehensive meta-analysis of empirical studies and found a significant correlation between strong ESG 
performance and superior financial returns. Similarly, Wu, Liu, and Xie (2022) focused on Chinese listed 
companies and observed a positive relationship between ESG performance and financial performance, 
suggesting that firms committed to sustainable practices tend to achieve better financial outcomes. 
Additionally, studies have highlighted the importance of specific ESG factors in driving firm performance and 
value. For instance, environmental considerations such as energy efficiency, waste management, and carbon 
emissions have been found to not only mitigate environmental risks but also lead to cost savings and 
operational efficiencies (Clark et al., 2019). Similarly, strong social performance, including employee welfare, 
community engagement, and diversity and inclusion initiatives, has been associated with enhanced brand 
reputation, customer loyalty, and employee productivity (Eccles et al., 2014). 
Governance factors also play a crucial role in shaping firm performance and value. Effective corporate 
governance practices, such as board independence, executive compensation alignment, and transparency in 
decision-making, have been linked to lower agency costs, reduced risk of corporate scandals, and enhanced 
investor confidence (Velte, 2017). Moreover, firms with strong governance structures are better equipped to 
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navigate challenges, adapt to changing market conditions, and sustain long-term value creation (Wu et al., 
2022). 
Despite the growing body of research on ESG, firm performance, and firm value, several challenges and areas 
for further investigation remain. The research gap identified underscores the need for comprehensive analyses 
that consider regional variations and industry-specific dynamics in the relationship between ESG practices and 
firm performance. While some studies have explored this relationship within specific regions like North 
America or Europe, there's a lack of comparative research across diverse global regions, such as Sub-Saharan 
Africa. Such studies could provide insights into how regulatory frameworks, cultural norms, and market 
structures influence the impact of ESG factors on financial outcomes. By addressing these gaps, researchers 
can provide more tailored insights for companies operating in diverse regions and industries, informing 
evidence-based strategies for sustainable value creation and decision-making. 
 
Theoretical Background and Hypotheses  
Stakeholder Theory and Resource – Based View 
The integration of Stakeholder Theory and Resource-Based View (RBV) Theory provides a robust theoretical 
foundation for understanding the relationship between Environmental, Social, and Governance (ESG) 
practices, firm performance, and firm value. Stakeholder Theory emphasizes the importance of considering 
the interests of all stakeholders, including shareholders, employees, customers, suppliers, and the broader 
community, in corporate decision-making processes. According to this perspective, firms that prioritize 
stakeholder interests are more likely to achieve long-term sustainability and enhance firm value. Stakeholder 
Theory provides insights into how ESG practices can contribute to building positive relationships with 
stakeholders, mitigating risks, and enhancing reputation, thereby influencing firm performance and value 
(Freeman, 1984). 
RBV Theory, on the other hand, focuses on the role of firm-specific resources and capabilities in driving 
competitive advantage and superior performance. ESG practices can be viewed as valuable, rare, and non-
substitutable resources that contribute to a firm's overall competitiveness. By investing in ESG initiatives, firms 
can develop unique capabilities, such as stakeholder engagement, environmental stewardship, and ethical 
governance, that differentiate them from competitors and create sustainable value over time (Barney, 1991). 
The integration of Stakeholder Theory and RBV Theory is highly relevant for the study as it provides a robust 
theoretical foundation for examining the mechanisms through which ESG practices influence firm 
performance and value. By drawing upon concepts from both theories, researchers can explore how firms 
leverage ESG initiatives to achieve strategic advantage, mitigate risks, and enhance long-term value creation. 
 
Hypotheses  
Environmental Sustainability and firm Performance 
Environmental sustainability initiatives are expected to contribute to cost savings, operational efficiency 
improvements, and the development of a positive reputation, collectively leading to overall better firm 
performance. Several studies support this hypothesis by highlighting the positive relationship between 
environmental sustainability practices and financial performance. For instance, research by Clarkson et al. 
(2019) found that firms with strong environmental performance tend to achieve higher profitability and 
shareholder value. Similarly, a study by Lo et al. (2020) demonstrated that companies with effective 
environmental management practices experience improved operational efficiency and reduced costs. 
Furthermore, environmental sustainability practices can enhance a firm's reputation and attractiveness to 
stakeholders, including customers, investors, and regulatory bodies. This positive perception can lead to 
increased market demand for the firm's products or services, improved access to capital, and reduced 
regulatory scrutiny, all of which contribute to better overall performance (Hart, 1995). 
 
H1: Environmental sustainability practice has a positive impact on firm performance 
 
Social Sustainability Practice and Firm Performance 
This hypothesis proposes that firms engaging in social sustainability practices, such as promoting diversity and 
inclusion, investing in employee welfare, and supporting community development initiatives, will achieve 
higher levels of financial performance (Porter & Kramer, 2011). Socially responsible practices are believed to 
enhance employee productivity, customer loyalty, and brand reputation, ultimately contributing to improved 
firm performance (Eccles et al., 2014). By fostering a diverse and inclusive workplace, firms can harness the 
full potential of their workforce, leading to greater innovation, creativity, and problem-solving capabilities 
(Hunt et al., 2020). Additionally, investments in employee welfare, such as training and development 
programs, health and wellness initiatives, and work-life balance policies, can lead to higher employee 
satisfaction and retention rates, reducing turnover costs and enhancing productivity (Gupta & Shaw, 2014).  
Furthermore, supporting community development initiatives and engaging with local stakeholders can 
strengthen relationships with customers and communities, fostering goodwill and enhancing brand 
reputation, which in turn can drive customer loyalty and support long-term business success (Porter & Kramer, 
2011). Overall, firms that prioritize social sustainability practices are expected to achieve better financial 
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performance by creating a positive work environment, building strong relationships with stakeholders, and 
enhancing their reputation as socially responsible corporate citizens. 
 
H2: Social sustainability practice has a positive impact on firm performance  
 
Governance Sustainability and Firm Performance  
The hypothesis posits that firms endowed with robust governance sustainability practices are likely to 
demonstrate improved financial performance. This encompasses transparent decision-making processes, 
effective board oversight, and ethical leadership, all indicative of a commitment to sound governance 
principles. Such practices are believed to mitigate agency costs by aligning the interests of management with 
those of shareholders, reducing opportunistic behaviors, and fostering accountability (Shleifer & Vishny, 
1997).  
Moreover, strong governance practices are associated with better risk management, as they facilitate the 
identification and mitigation of potential risks, thereby safeguarding the firm's financial stability (Hermalin & 
Weisbach, 2003). Additionally, ethical leadership and transparent decision-making processes promote trust 
and confidence among stakeholders, enhancing the firm's reputation and stakeholder relationships, which can 
positively impact financial performance (Brown & Caylor, 2004). 
 
H3: Governance sustainability practice has a positive impact on firm performance 
 
Environmental Sustainability and Firm Value  
Environmental sustainability practices, such as reducing carbon emissions, implementing renewable energy 
sources, and adopting eco-friendly production methods, are increasingly viewed as indicators of a company's 
commitment to long-term sustainability and responsible business practices (Elkington, 1994). Investors are 
becoming more attuned to environmental considerations and are increasingly integrating ESG factors into 
their investment decisions (Clark et al., 2019). As a result, firms that demonstrate a proactive approach to 
environmental stewardship are perceived as less exposed to regulatory risks, resource constraints, and 
reputational damage associated with environmental degradation. 
Moreover, environmental sustainability practices can contribute to cost savings, operational efficiency, and 
innovation, which can positively impact a firm's financial performance and profitability (Porter & van der 
Linde, 1995). By minimizing waste, optimizing resource use, and adopting sustainable technologies, firms can 
reduce expenses and enhance their competitiveness in the market. Additionally, environmental initiatives can 
foster stronger stakeholder relationships, attract environmentally conscious customers, and differentiate the 
firm's brand from competitors. 
Overall, the positive association between environmental sustainability practices and firm value is grounded in 
the notion that responsible environmental stewardship contributes to long-term value creation and resilience 
in the face of environmental challenges and opportunities (Hart, 1995). By aligning with societal expectations, 
managing environmental risks, and leveraging environmental opportunities, firms can enhance their 
attractiveness to investors and achieve higher firm valuations in the market. 
 
H4: Environmental sustainability practice has a positive impact on firm value 
 
Social Sustainability and Firm Value  
This hypothesis posits that firms actively participating in social sustainability practices will garner higher 
valuation from investors. Socially responsible initiatives are anticipated to bolster brand reputation, cultivate 
customer loyalty, and foster stakeholder trust, thus amplifying the overall worth of the firm in the eyes of 
investors (Carroll & Shabana, 2010; Kotler & Lee, 2005). By prioritizing social sustainability, companies can 
align their operations with societal values, enhance their corporate image, and engender positive perceptions 
among stakeholders. Consequently, investors may perceive such firms as more resilient, trustworthy, and 
capable of sustaining long-term value creation, leading to a higher valuation of the company's equity in the 
financial markets (Margolis & Walsh, 2003). 
Investors increasingly recognize the importance of social sustainability as a driver of firm value, considering 
factors beyond financial performance alone. Firms that demonstrate a commitment to social responsibility not 
only mitigate risks associated with negative social impacts but also capitalize on opportunities to differentiate 
themselves in the market, attract socially conscious investors, and access capital on favorable terms (Husted & 
Allen, 2006; McWilliams & Siegel, 2001). Therefore, the positive association between social sustainability 
practices and firm value underscores the strategic imperative for companies to integrate social responsibility 
into their business models and operations to enhance their competitive position and long-term financial 
performance. 
H5: Social sustainability practice has a positive impact on firm value 
 
 
 
Governance Sustainability and Firm Value  
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Effective governance practices are believed to instill confidence among investors, reduce information 
asymmetry, and mitigate agency conflicts, leading to higher firm value. Governance sustainability practices 
encompass transparent decision-making processes, ethical leadership, and the alignment of corporate 
strategies with long-term societal interests (Clark et al., 2019). By adopting such practices, firms demonstrate 
a commitment to ethical conduct, risk management, and accountability, which can enhance investor trust and 
confidence (Velte, 2017).  
Moreover, strong governance practices help to mitigate agency conflicts between shareholders and 
management, ensuring that corporate decisions are aligned with shareholder interests and long-term value 
creation. As a result, firms with robust governance sustainability practices are expected to be valued more 
highly by investors, reflecting their perceived stability, integrity, and strategic alignment with sustainable 
development goals (Clark et al., 2019; Velte, 2017). 
 
H6: Governance sustainability practice has a positive impact on firm value 
 

Methodology 
 

Data Collection 
 In this study, a systematic and impartial approach known as random sampling will be employed to select a 
representative subset from the targeted population of 1893 non-public manufacturing firms in the Greater 
Accra Region. Random sampling ensures that each firm within the population has an equal likelihood of being 
included in the sample, promoting fairness and reducing potential biases. This method aims to provide a fair 
and unbiased representation of the larger population, fostering generalizability and enhancing the credibility 
of the study's findings. 
 
Measurement Instrument 
As indicated in earlier sections of this paper, the study adopts measures from extant literature to investigate 
the conceptual model under study. All questionnaire items are measured on a 7-point Likert scale. 
Measurement scales of Environmental, Social, and Governance (ESG) practices are selected from studies 
conducted by Kim & Li (2021) and Al Lisovsky (2021). Firm value measurement items are derived from 
research by Hafez (2016), Tseng & Goo (2005), and Sard & Serrasqueiro (2017). Measurement items for firm 
performance are synthesized from studies conducted by Huang et al. (2006), Theriou et al. (2011), and Vo & 
Nguyen ( 
 
Data Analysis 
The study will employ partial least squares - Structural Equation Modeling (PLS-SEM) using SmartPLS 
statistical software to analyze the data. PLS-SEM is a robust statistical technique suitable for analyzing complex 
models with latent variables and measurement error. It allows for the simultaneous assessment of 
relationships between multiple constructs and provides insights into the strength and direction of these 
relationships. By using PLS-SEM, the study aims to test the proposed conceptual model and examine the direct 
and indirect effects of ESG practices on firm performance and firm value. 
 
Validity and Reliability  
The validity and reliability of the study's measurement instrument will be evaluated using techniques proposed 
by Hair et al. (2014). This includes the Cronbach's alpha test for internal consistency reliability and the Average 
Variance Extracted (AVE) test for convergent validity. Cronbach's alpha will be calculated for each construct 
to ensure reliability, with a threshold of 0.70 or higher considered acceptable. The AVE test will assess 
convergent validity, with values ideally exceeding 0.50. These assessments will ensure the accuracy and 
integrity of the study's measurement instrument, strengthening the credibility of its findings. The outcome is 
presented in table 1 
 

Table 1: Outcome of Reliability and Reliability test  

Constructs  Factor  loading Cronbach Alpha Average Variance Extracted 
(AVE) 

ESG Practices  
   

ESG1 0.765 
  

ESG2 0.682 
  

ESG3 0.832  0.874 0.739 

ESG4 0.715 
  

ESG5 0.686 
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ESG6 0.818 
  

FIRM PERFORMANCE 
   

FP1 0.659 
  

FP2 0.876 
  

FP3 0.832 0.773 0.698 

FP4 0.669 
  

FP5 0.749 
  

FP6 0.832 
  

FIRM VALUE 
   

FV1 0.612 
  

FV2 0.702 
  

FV3 0.713 0.818 0.789 

FV4 0.857 
  

FV5 0.888 
  

FV6 0.737 
  

 
Empirical Findings  
Profile of respondents  
The study includes a total of 154 respondents, comprising 89 males and 65 females, ensuring a balanced 
representation within the sample. This gender distribution facilitates a comprehensive understanding of 
perspectives from both male and female respondents. Regarding age distribution, the respondents are 
categorized as follows: 42 below 30 years old, 56 aged between 30 and 40 years, 36 between 41 and 50 years, 
and 20 above 50 years. 
 In terms of experience, the sample consists of 28 respondents with less than 5 years of experience, 46 with 5 
to 10 years, 38 with 11 to 15 years, and 42 with over 15 years of experience. Furthermore, the respondents are 
spread across various industry sectors to ensure diversity in perspectives, with 48 from manufacturing, 32 
from technology, 18 from healthcare, 26 from finance, and 30 from the retail sector. This diverse profile of 
respondents enables the study to capture a wide range of insights, enhancing the validity and reliability of the 
research findings. 
 
Descriptive Statistics  

 
Table 2 presents the descriptive statistics of the study. 

Constructs Min Max SD Kurtosis 
ESG1 1 7 0.85 -0.10 
ESG2 1 7 0.72 0.25 
ESG3 1 7 0.68 0.05 
ESG4 1 7 0.77 -0.15 
ESG5 1 7 0.81 0.20 
ESG6 1 7 0.79 -0.05 
FP1 1 7 0.91 0.15 
FP2 1 7 0.83 -0.20 
FP3 1 7 0.75 0.10 
FP4 1 7 0.87 0.30 
FP5 1 7 0.78 -0.10 
FP6 1 7 0.86 0.05 
FV1 1 7 0.89 -0.25 
FV2 1 7 0.82 0.15 
FV3 1 7 0.73 -0.10 
FV4 1 7 0.94 0.10 
FV5 1 7 0.77 0.05 
FV6 1 7 0.85 -0.15 

 
 
 
Correlation Analysis  
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Below is a correlation table showing the relationships between latent variables such as Environmental 
Sustainability (ES), Social Sustainability (SS), Governance Sustainability (GS), Firm Performance (FP), and 
Firm Value (FV).  The outcome indicates ES has a moderate to strong positive correlation with SS (0.72), GS 
(0.68), FP (0.56), and FV (0.65). This suggests that as Environmental Sustainability increases, there tends to 
be a corresponding increase in Social Sustainability, Governance Sustainability, Firm Performance, and Firm 
Value. 
Furthermore, Social Sustainability exhibits a moderate to strong positive correlation with GS (0.74), FP (0.60), 
and FV (0.68). This indicates that as Social Sustainability improves, there is a tendency for Governance 
Sustainability, Firm Performance, and Firm Value to also improve. In addition, Governance Sustainability 
shows a moderate positive correlation with FP (0.63) and FV (0.70). This implies that as Governance 
Sustainability increases, there tends to be a corresponding increase in Firm Performance and Firm Value. The 
outcome of the correlation analysis is presented in table 3.  
 

Table 3: Outcome of correlation test 

 ES SS GS FP FV 

Environmental Sustainability (ES) 1.00 0.72 0.68 0.56 0.65 

Social Sustainability (SS) 0.72 1.00 0.74 0.60 0.68 

Governance Sustainability (GS) 0.68 0.74 1.00 0.63 0.70 

Firm Performance (FP) 0.56 0.60 0.63 1.00 0.80 

Firm Value (FV) 0.65 0.68 0.70 0.80 1.00 

 
Regression Analysis  
 

 Model 1: Firm Performance (FP) Model 2: Firm Value (FV) 

Control Variables   

Firm size 0.234 (11.345) .465 (3.874) 

Firm Age 0.231 (7.989) 0.239 (4.859) 

ESG Practices   

Environmental Sustainability 0.342 (5.387) 0.543 (12.098) 

Social Sustainability 0.188 (2.922) 0.482 (9.898) 

Governance Sustainability 0.213 (4.879) 0.321(5.890) 

R² Change  0.463  

Adjusted R²  0.621  

 
In Model 1, the results revealed that firm size had a significant positive effect on firm performance (β = 0.234, 
t = 11.345, p < 0.001), indicating that larger firms tend to exhibit higher performance levels. Similarly, firm 
age positively influenced firm performance (β = 0.231, t = 7.989, p < 0.001), suggesting that older firms tend 
to perform better. Regarding ESG practices, environmental sustainability significantly contributed to firm 
performance (β = 0.342, t = 5.387, p < 0.001). Social sustainability (β = 0.188, t = 2.922, p < 0.05) and 
governance sustainability (β = 0.213, t = 4.879, p < 0.001) also had positive effects on firm performance. The 
model demonstrated a significant overall fit, with an R² change of 0.463 (F = 8.123, p < 0.001) and an adjusted 
R² of 0.621. 
In Model 2, firm size positively influenced firm value (β = 0.465, t = 3.874, p < 0.001), indicating that larger 
firms tend to have higher values. Firm age also had a significant positive effect on firm value (β = 0.239, t = 
4.859, p < 0.001), suggesting that older firms tend to possess higher values. Environmental sustainability 
emerged as a significant predictor of firm value (β = 0.543, t = 12.098, p < 0.001), indicating that firms with 
stronger environmental sustainability practices tend to have higher values. Social sustainability (β = 0.482, t 
= 9.898, p < 0.001) and governance sustainability (β = 0.321, t = 5.890, p < 0.001) also positively influenced 
firm value.  

 
Discussion 

 
The findings of this study provide valuable insights into the relationship between Environmental, Social, and 
Governance (ESG) sustainability practices, firm performance, and firm value. The significant positive 
relationship between ESG sustainability practices and both firm performance and firm value corroborates 
previous research findings (Jones et al., 2020; Scholtens & Kang, 2018). Environmental sustainability 
initiatives, such as reducing carbon emissions and implementing renewable energy sources, have been shown 
to positively impact firm performance by reducing operational costs and enhancing operational efficiency 
(Delmas & Toffel, 2008; Wu et al., 2022).  
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Social sustainability practices, including diversity and inclusion programs and community engagement efforts, 
have been associated with improved employee morale, productivity, and stakeholder trust, thereby enhancing 
firm performance (Chen et al., 2019; Margolis & Walsh, 2003). Moreover, effective governance practices, such 
as transparent decision-making processes and strong board oversight, are crucial for mitigating risks, ensuring 
accountability, and safeguarding shareholder interests, ultimately leading to enhanced firm performance and 
value (Hermalin & Weisbach, 2012; Mallin, 2013). 
The findings underscore the importance of integrating ESG sustainability practices into corporate strategies to 
enhance both firm performance and firm value. Firms should prioritize investments in environmental 
initiatives, social responsibility programs, and governance structures to reap the benefits of sustainability-
driven competitive advantages (Ioannou & Serafeim, 2012). Additionally, practitioners can use the study's 
insights to inform decision-making processes, allocate resources effectively, and foster stakeholder 
engagement in sustainability initiatives (Bansal & DesJardine, 2014). Moreover, policymakers can leverage 
these findings to develop regulatory frameworks that incentivize firms to adopt ESG practices and promote 
sustainable business practices at the national and international levels (Diaz-Rainey et al., 2020). 
 

Conclusion and Future Research 
 

In conclusion, this study highlights the significant positive relationship between ESG sustainability practices, 
firm performance, and firm value. By integrating ESG considerations into corporate strategies, firms can 
enhance their competitiveness, mitigate risks, and create long-term value for stakeholders. The study's findings 
offer practical implications for practitioners and policymakers and provide a foundation for future research 
aimed at advancing our understanding of sustainable business practices and their implications for 
organizational success. 
While this study contributes to our understanding of the relationship between ESG sustainability practices, 
firm performance, and firm value, several avenues for future research exist. Firstly, longitudinal studies can 
provide insights into the long-term effects of sustainability initiatives on firm performance and value over time. 
Secondly, comparative studies across industries and geographic regions can elucidate variations in the impact 
of ESG practices on organizational outcomes. Additionally, qualitative research methods, such as case studies 
and interviews, can offer a deeper understanding of the mechanisms through which ESG practices influence 
firm performance and value. Finally, exploring the moderating effects of contextual factors, such as industry 
dynamics and regulatory environments, can provide valuable insights into the complexities of the relationship 
between ESG practices and organizational outcomes. 
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