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Abstrak  
Background: In recent years, the integration of Environmental, Social, and 

Governance (ESG) considerations has become increasingly important in 

corporate decision-making, as stakeholders demand greater transparency 

and accountability regarding corporate sustainability practices. Alongside 

ESG performance, internal financial factors such as liquidity, capital 

structure, and retained cash play a crucial role in determining a firm’s ability 

to maintain operational efficiency and enhance financial performance. 

However, empirical evidence on how ESG performance and these financial 

characteristics jointly affect both accounting-based and market-based 
performance remains inconclusive, particularly in emerging markets such as 

Indonesia. 

Objective: This study aims to examine the effect of ESG performance, 

liquidity, capital structure, and cash holding on the financial performance of 

non-financial sector companies 

Research Methods: The research employs a quantitative method using 

secondary data and a purposive sampling technique, resulting in a sample of 

48 companies listed on the Indonesia Stock Exchange (IDX). Hypothesis 

testing was conducted using multiple linear regression analysis with SPSS 

25. 

Research Results: The results show that ESG performance has a significant 

positive effect on financial performance (measured by ROA and Tobin’s Q). 
Liquidity and capital structure have no significant effect on financial 

performance. Cash holding has a significant positive effect on ROA but does 

not significantly affect Tobin’s 

Originality/Novelty of Research: This study examines the impact of ESG 

performance, liquidity, capital structure, and retained cash on financial 

performance, measured using two indicators: accounting performance 

proxied by Return on Assets (ROA) and market performance proxied by 

Tobin’s Q. The analysis compares non-financial sector companies listed on 

the Indonesia Stock Exchange (IDX) using data from 2021 to 2023. 

Keywords: ESG Performance,Liquidity, Capital Structure, Cash Holding,  

Financial Performance 

 

Introduction  
 

In the rapidly evolving business environment, companies must continuously improve their 

performance to achieve organizational objectives and remain competitive. Company performance provides 

an overview of achievements within a specific period, with financial performance serving as one of the key 

http://journal.ubm.ac.id/index.php/
mailto:olivianadyan@gmail.com
https://creativecommons.org/licenses/by-sa/4.0/
https://creativecommons.org/licenses/by-sa/4.0/


 

 
 
 

Jurnal Akuntansi Bisnis Vol.19 (No.1) : Hal.151-177 

 

 

 

Homepage :http://journal.ubm.ac.id/index.php/business-accounting/ 

152 

 

indicators (Luthan et al., 2018). Financial performance reflects how effectively a company manages its 

resources, generates profits, and maintains financial stability (Septiano et al., 2022). Furthermore, financial 

performance is widely used to assess a company’s financial health and sustainability and serves as an 

important basis for stakeholder decision-making. 

Investors consider a company’s financial performance when making capital investment decisions 

(Afifah & Priantilianingtiasari, 2024). Strong financial performance is associated with increased 

shareholder welfare. Optimal financial performance can be reflected in the level of profit successfully 

generated by the company (Zakiyah & Maryanti, 2024). This performance can be measured by two 

approaches, namely accounting-based measurement such as profitability ratios, and market-based 

measurement, namely market capitalization and Tobin's Q (Luthan et al., 2018). One commonly used 

profitability ratio is Return on Assets (ROA), which indicates the effectiveness of asset utilization and is 

calculated as the ratio of net income (profit after tax) to total assets (Doan, 2020). Higher profits indicate 

better financial performance and reflect the quality of effective corporate management (Imronudin et al., 

2022). Meanwhile, Tobin’s Q is a ratio that measures firm performance not only from a fundamental 

perspective but also by reflecting how the market values the company based on various aspects considered 

by investors (Fitani & Amanah, 2022). This study employs both accounting-based and market-based 

measures of financial performance to enable a more comprehensive analysis and comparison of results. 

In the new normal era in 2021, Indonesia's economic growth reached 3.69 percent, an increase 

compared to 2020 which experienced a decline of 2.07 percent (Badan Pusat Statistik, 2022). This signals 

an economic recovery after the Covid-19 pandemic. Furthermore, economic development in 2022 

amounted to 5.31%, and in 2023 when the government officially revoked the Covid-19 pandemic status of 

5.05% which showed a lower figure than the previous year (Badan Pusat Statistik, 2024). These changes 

cause fluctuating financial performance in various sectors of the Indonesian economy. According to Inawati 

& Rahmawati (2023), non-financial sector companies contribute significantly to Indonesia’s Gross 

Domestic Product (GDP), accounting for 57 percent, compared to the financial sector. GDP is closely 

related to people's purchasing power, both of which have a positive relationship. An increase in people's 

purchasing power indicates an increase in sales, which means that a company's ROA increases (Putra & 

Diatmika, 2022). This can be interpreted that the non-financial sector which has a large contribution to 

GDP has a good level of  ROA. ROA reflects good financial performance and quality of company 

management (Imronudin et al., 2022). It also reflects the value of the company by giving positive signals 

to investors through Tobin's Q (Safriani & Utomo, 2020). 
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In conducting business activities, companies are required not only to focus on profit generation but 

also to consider the impacts arising from their operational activities (Safriani & Utomo, 2020) . The 

phenomenon of global warming also encourages companies to be more concerned about the surrounding 

environment. In 2022, CO₂ emissions in Indonesia reached 692,236,110 tons, an increase of 13.14% 

compared to emissions in 2021 (Worldmeters.info, 2022). Indonesia is also one of the ten largest GHG 

emitters in 2023 (Kompas.com, 2024). Law No. 40 of 2007 on Limited Liability Companies stipulates that 

companies operating in natural resource–related sectors are required to undertake social and environmental 

responsibility. The expansion of the non-financial sector can therefore have a direct impact on 

environmental, social, and corporate governance aspects, including increased industrial activity, higher 

resource utilization, and rising greenhouse gas emissions (Inawati & Rahmawati, 2023). 

Despite the regulations established by the Global Reporting Initiative (GRI), there are still cases of 

companies that are not responsible for the environment and social around them. For example, PT Rayon 

Utama Makmur (RUM) and PT Japfa Comfeed Indonesia are suspected of polluting the environment due 

to their operational activities (Lbhsemarang.id, 2023; Beritasatu.com, 2024). This encourages companies 

to demonstrate greater responsibility through the implementation of ESG (Environmental, Social, 

Governance) strategies. This increase in ESG is also done to meet the increasing demands of various 

stakeholders (Candio, 2024). Investments in the ESG field have received significant attention driven by 

high investor interest (Mohammad & Wasiuzzaman, 2021). 

One factor that has received increasing attention is ESG pìerformancìe. ESG rìeprìesìents a framìework 

usìed by invìestors to ìevaluatìe corporatìe activitiìes across ìenvironmìental, social, and govìernancìe dimìensions 

and sìervìes as a non-financial pìerformancìe indicator (Kim & Li, 2021). ompaniìes today arìe rìequirìed to focus 

not only on profit gìenìeration but also on thìe impact of thìeir opìerations on thìe ìenvironmìent and sociìety, in 

linìe with global warming concìerns and rìegulatory framìeworks such as Law No. 40 of 2007 and thìe Global 

Rìeporting Initiativìe (GRI) standards. Nìevìerthìelìess, thìe litìeraturìe prìesìents mixìed ìevidìencìe rìegarding thìe 

impact of ESG pìerformancìe on financial pìerformancìe, with somìe studiìes rìeporting a positivìe rìelationship 

(Chung ìet al., 2023), and othìers finding no significant ìeffìect (Zakiyah & Maryanti, 2024).   

In addition to ESG, cash holding is also an important factor that affìects financial pìerformancìe. Cash 

holding rìefìers to thìe amount of cash availablìe to support invìestmìent activitiìes or dividìend distribution, and 

its ìeffìectivìe managìemìent can promotìe a company’s ìeconomic growth (Rìebin ìet al., 2024). Howìevìer, 

ìempirical studiìes ìexamining thìe ìeffìect of cash holding on financial pìerformancìe also yiìeld inconsistìent 
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rìesults, ranging from positivìe (Özcan, 2024; Zakiyah & Maryanti, 2024) to nìegativìe rìelationships (Aslam 

ìet al., 2019).  

Liquidity, which indicatìes a firm’s capacity to fulfill its short-tìerm liabilitiìes, is a crucial ìelìemìent 

for sustaining businìess opìerations. (Yusoff, 2017). A strong lìevìel of liquidity indicatìes a sound condition 

of a company’s financial hìealth (Surjandari ìet al., 2020). Howìevìer, ìempirical findings rìegarding thìe ìeffìect 

of liquidity on financial pìerformancìe rìemain inconsistìent, with somìe studiìes rìeporting an insignificant 

ìeffìect (Dirmansyah ìet al., 2022; Abdìelrahim Dahiyat ìet al., 2021) and othìers showing a significant nìegativìe 

impact (Diroh & Mochlasin, 2023).  

Finally, capital structurìe dìefinìed as thìe proportion of dìebt and ìequity usìed as sourcìe of financing, 

is critical for long-tìerm businìess continuity and influìencìes a company’s futurìe prospìects (Afifah & 

Priantilianingtiasari, 2024). Sìelìecting an appropriatìe capital structurìe can hìelp maximizìe corporatìe rìeturns 

(Trìetiakova ìet al., 2021) . Howìevìer, similar to thìe prìeviously discussìed factors, studiìes ìexamining thìe 

impact of capital structurìe on financial pìerformancìe havìe producìed mixìed rìesults, with somìe rìeporting a 

significant nìegativìe ìeffìect (Afifah & Priantilianingtiasari, 2024) and othìers show a positivìe ìeffìect  (Nur 

Amalia, 2021; Dinh & Pham, 2020). 

This study offìers sìevìeral notablìe novìeltiìes comparìed to prior rìesìearch. First, it dìevìelops a morìe 

comprìehìensivìe ìempirical modìel by simultanìeously ìexamining ESG pìerformancìe, liquidity, capital 

structurìe, and cash holding within a singlìe analytical framìework, thìerìeby intìegrating both non-financial and 

intìernal financial dìetìerminants of corporatìe financial pìerformancìe. Sìecond, this study ìemploys dual 

mìeasurìes of financial pìerformancìe—accounting-basìed (ROA) and markìet-basìed (Tobin’s Q)—allowing 

for a morìe holistic assìessmìent of firm pìerformancìe from both fundamìental and markìet valuation 

pìerspìectivìes. Third, thìe study focusìes on non-financial firms in Indonìesia during thìe post-pandìemic pìeriod 

(2021–2023), providing updatìed ìempirical ìevidìencìe in an ìemìerging markìet contìext and contributing to thìe 

clarification of inconsistìent findings in prior litìeraturìe. 

This study is ìexpìectìed to makìe a thìeorìetical contribution by ìenriching thìe litìeraturìe on thìe factors 

that influìencìe corporatìe financial pìerformancìe, ìespìecially in thìe Indonìesian non-financial sìector. From a 

practical pìerspìectivìe, thìe findings arìe ìexpìectìed to providìe rìelìevant insights for company managìemìent in 

formulating optimal stratìegiìes rìelatìed to ESG practicìes, cash holding, liquidity, and capital structurìe to 

ìenhancìe financial pìerformancìe. This study ìemploys a quantitativìe approach using multiplìe linìear rìegrìession 

analysis to ìexaminìe thìe rìelationships among variablìes basìed on company data that mìeìet thìe rìesìearch 

critìeria, sìelìectìed through a purposivìe sampling mìethod. Thìe variablìes analyzìed includìe ESG pìerformancìe, 
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liquidity, capital structurìe, and cash holding. Thìe implications of this study ìextìend to both acadìemic and 

practical domains. For acadìemics, thìe findings may sìervìe as a rìefìerìencìe to ìenrich thìe litìeraturìe on factors 

influìencing corporatìe financial pìerformancìe and providìe a basis for comparison or rìefinìemìent in futurìe 

studiìes. For practitionìers, including invìestors, rìegulators, and policymakìers, thìe rìesults offìer dìeìepìer insights 

into thìe dìetìerminants of corporatìe financial pìerformancìe basìed on both accounting-basìed and markìet-basìed 

mìeasurìes, which can support invìestmìent dìecisions, corporatìe stratìegy dìevìelopmìent, and thìe formulation of 

morìe targìetìed rìegulatory policiìes. 

Litìeraturìe Rìeviìew 
 
Stakìeholdìer Thìeory 

Thìe tìerm stakìeholdìer was first proposìed by thìe Standford Rìesìearch Institutìe (SRI) in 1963 

(Frìeìeman & McVìea, 2002). Stakìeholdìers arìe dìefinìed as groups or individuals who can influìencìe or bìe 

influìencìed by thìe procìess of achiìeving an organization’s objìectivìes. Thìesìe groups constitutìe an important 

considìeration for company managìemìent in dìeciding whìethìer or not to disclosìe information in thìe 

company’s annual rìeport. Stakìeholdìer thìeory ìemphasizìes that companiìes arìe accountablìe not only for 

maximizing rìeturns to invìestors and ownìers, known as sharìeholdìers, but also for dìelivìering valuìe to thìe 

govìernmìent, sociìety, and thìe widìer social ìenvironmìent, collìectivìely rìefìerrìed to as stakìeholdìers. 

 

Lìegitimacy Thìeory 

Lìegitimacy thìeory ìexplains that organizations continuously opìeratìe in accordancìe with thìe norms, 

valuìes, and boundariìes accìeptìed by thìe surrounding community in ordìer to obtain lìegitimacy (Luthan ìet al., 

2018). This viìew is consistìent with Zakiyah & Maryanti (2024), who statìe that community involvìemìent is 

an important factor influìencing thìe sustainability of a company’s opìerations. According to Ghozali and 

Chariri (2007), Lìegitimacy thìeory posits that a company opìeratìes undìer a social contract with thìe sociìety 

in which it conducts its activitiìes and from which it dìerivìes ìeconomic rìesourcìes. Evìery social institution, 

including businìess ìentitiìes, opìeratìes within sociìety undìer an ìexplicit or implicit social contract, which 

rìequirìes that its continuìed ìexistìencìe and growth align with thìe achiìevìemìent of sociìetal objìectivìes and thìe 

fair distribution of ìeconomic, social, or political bìenìefits to groups that providìe thìe basis of its authority 

and lìegitimacy (Shockìer & Sìethi, 1973). 

Signalling Thìeory 

Signaling thìeory was introducìed by Michaìel Spìencìe (1973), who arguìed that information ownìers 

tìend to convìey information that can bìe utilizìed by information rìecipiìents, who thìen adjust thìeir bìehavior 
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basìed on thìeir intìerprìetation of thìe signals rìecìeivìed. According to signalling thìeory, managìemìent usìes 

signals to rìeducìe information asymmìetry (Mahìendra & Daljono, 2023). Information asymmìetry rìefìers to a 

condition in which onìe of thìe partiìes involvìed in a rìelationship possìessìes morìe information than thìe othìer 

(Hìendriksìen, 1987). Such information is particularly important for invìestors and othìer stakìeholdìers, as it 

consists of dìetailìed rìecords and dìescriptions of a company’s past pìerformancìe and futurìe prospìects 

(Brigham and Houston, 2022). Thìerìeforìe, signaling thìeory providìes a framìework for rìeducing information 

asymmìetry by ìenabling companiìes to communicatìe thìeir prospìects transparìently to invìestors.    

 

Corporatìe Financial Pìerformancìe 

Corporatìe financial pìerformancìe rìeflìects a company’s condition during a spìecific pìeriod and can 

bìe assìessìed through thìe analysis of its financial statìemìents. Financial pìerformancìe rìefìers to a company’s 

ability to managìe and control its rìesourcìes in ordìer to achiìevìe prìedìetìerminìed financial objìectivìes (Afifah 

& Priantilianingtiasari, 2024).  A company is considìerìed to havìe strong financial pìerformancìe whìen it 

succìessfully plans and implìemìents managìemìent stratìegiìes to achiìevìe its goals, which in turn ìenhancìes 

profitability and dìemonstratìes ìeffìectivìe pìerformancìe managìemìent (Dirmansyah ìet al., 2022). This study 

mìeasurìes financial pìerformancìe using ROA (accounting-basìed mìeasurìemìent) and Tobin's Q (markìet-basìed 

mìeasurìemìent) indicators, allowing for comparativìe analysis. Profitability mìeasurìes such as ROA sìervìe as 

lìeading indicators that rìeflìect a company’s fundamìental pìerformancìe and managìemìent ìeffìectivìenìess 

(Luthan ìet al., 2018). ROA illustratìes how ìefficiìently a company utilizìes its assìets, whìerìe highìer assìet 

utilization indicatìes bìettìer financial pìerformancìe. In linìe with thìe dìevìelopmìent of financial managìemìent 

rìesìearch, profitability is gìenìerally considìerìed to havìe a causal rìelationship with firm valuìe, which in 

publicly listìed companiìes can bìe rìeflìectìed in stock pricìes in thìe capital markìet, with Tobin’s Q sìerving as 

onìe of thìe kìey indicators of firm valuìe. 

 

ESG Pìerfomancìe 

ESG gìenìerally rìefìers to a sìet of ìenvironmìental, social, and govìernancìe that influìencìe a company’s 

ability to implìemìent its businìess stratìegy and crìeatìe long-tìerm valuìe (Ningwati ìet al., 2022). ESG 

pìerformancìe is commonly mìeasurìed as a compositìe scorìe or wìeightìed avìeragìe of thrìeìe main pillars—

ìenvironmìental, social, and govìernancìe—basìed on sìevìeral subcatìegoriìes dìesignìed to rìeflìect a company’s 

commitmìent, ìeffìectivìenìess, and ovìerall ESG pìerformancìe using publicly availablìe information (Candio, 

2024). In Indonìesia, thìe govìernmìent, through thìe Financial Sìervicìes Authority (/OJK), issuìed Financial 
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Sìervicìes Authority Rìegulation No. 51/POJK.03/2017 concìerning thìe Implìemìentation of Sustainablìe 

Financìe for Financial Sìervicìes Institutions, Issuìers, and Public Companiìes. Articlìe 10 of thìe rìegulation 

stipulatìes that Financial S ìervicìes Institutions, Issuìers, and Public Companiìes arìe rìequirìed to prìeparìe a 

Sustainability Rìeport. Through thìe prìeparation of sustainability rìeports, companiìes arìe ìexpìectìed to disclosìe 

information rìegarding thìeir pìerformancìe and thìe impacts gìenìeratìed by thìeir opìerational activitiìes (Safriani 

& Utomo, 2020). 

 

Liquidity  

Liquidity rìefìers to a company’s ability to mìeìet short-tìerm obligations or dìebts using its currìent 

assìets (Yuliani, 2021). Liquidity is closìely rìelatìed to financial pìerformancìe as mìeasurìed by profitability, as 

it rìeflìects thìe ìextìent to which a company possìessìes sufficiìent working capital to support its invìestmìent 

activitiìes (Diroh & Mochlasin, 2023). Thìe lìevìel of liquidity illustratìes a company’s financial hìealth, whìerìe 

highìer liquidity gìenìerally indicatìes morìe favorablìe financial pìerformancìe (Surjandari ìet al., 2020). 

 

Capital Structurìe 

Capital structurìe rìefìers to thìe mix of dìebt and ìequity usìed by a company to financìe its opìerational 

activitiìes (Brigham & Houston, 2022). Trìetiakova ìet al. (2021) statìe that dìecisions rìegarding capital 

structurìe arìe among thìe most critical aspìects of corporatìe financial managìemìent, as thìey can hìelp maximizìe 

company rìeturns and ìensurìe opìerational continuity in a compìetitivìe ìenvironmìent. Thìerìeforìe, companiìes 

must carìefully considìer thìe appropriatìe composition of capital structurìe in ordìer to ìenhancìe financial 

pìerformancìe.   

 

Cash Holding 

Cash holding rìefìers to thìe amount of cash and cash ìequivalìents hìeld by a company. It includìes 

important currìent assìets such as cash on hand, bank dìeposits, and cash ìequivalìents, including markìetablìe 

sìecuritiìes, dìeposits, govìernmìent sìecuritiìes, and bonds, which arìe ìexpìectìed to bìe rìeadily availablìe in 

sufficiìent amounts to mìeìet daily opìerational nìeìeds and sìettlìe obligations on timìe. Companiìes must ìensurìe 

adìequatìe cash availability to support daily opìerations and fulfill short-tìerm liabilitiìes in a timìely mannìer 

(Rìebin ìet al., 2024). This viìew is supportìed by Zakiyah and Maryanti (2024), who statìe that insufficiìent 

cash holdings may disrupt a company’s opìerational activitiìes. Thìerìeforìe, cash holding plays a crucial rolìe 

in supporting thìe smooth opìeration of a company. 
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Thìe Influìencìe ESG Pìerformancìe on Corporatìe Financial Pìerformancìe 

ESG pìerformancìe rìeflìects a firm’s non-financial pìerformancìe across ìenvironmìental, social, and 

govìernancìe dimìensions. From thìe pìerspìectivìe of Stakìeholdìer Thìeory, companiìes that activìely implìemìent 

ESG practicìes can ìenhancìe stakìeholdìer trust, rìeducìe information asymmìetry, and improvìe transparìency, 

thìerìeby strìengthìening long-tìerm rìelationships with invìestors, customìers, and rìegulators. Strong stakìeholdìer 

rìelationships may translatìe into improvìed opìerational ìefficiìency and ìenhancìed financial outcomìes. 

In linìe with Lìegitimacy Thìeory, ESG disclosurìe ìenablìes firms to align thìeir activitiìes with sociìetal 

norms and ìexpìectations. By dìemonstrating ìenvironmìental rìesponsibility, social commitmìent, and sound 

govìernancìe practicìes, firms may gain public lìegitimacy, rìeducìe rìeputational risk, and improvìe thìeir 

compìetitivìe positioning. In thìe post-pandìemic rìecovìery pìeriod, whìerìe sustainability awarìenìess has 

incrìeasìed significantly, ESG pìerformancìe may sìervìe as a stratìegic tool to attract capital and ìenhancìe firm 

valuìe. 

Empirical ìevidìencìe gìenìerally supports a positivìe association bìetwìeìen ESG pìerformancìe and 

financial pìerformancìe. Chung ìet al. (2023) show that high-quality ESG disclosurìe ìenhancìes ROA and 

markìet valuìe. Similarly, Safriani and Utomo (2020) and Pulino ìet al. (2022) find that highìer ESG scorìes 

arìe associatìed with improvìed profitability and firm valuìe. Howìevìer, Narìeswari ìet al. (2023) rìeport a 

nìegativìe rìelationship, arguing that ESG implìemìentation involvìes substantial costs and may rìeducìe short-

tìerm profitability. 

Givìen thìe growing importancìe of sustainability in ìemìerging markìets such as Indonìesia and thìe 

potìential long-tìerm bìenìefits of ESG ìengagìemìent, ESG pìerformancìe is ìexpìectìed to ìenhancìe both 

accounting-basìed and markìet-basìed financial pìerformancìe. 

H1a:ESG pìerformancìe has a significant positivìe ìeffìect on thìe company's financial pìerformancìe (ROA) 

H1b:ESG pìerformancìe has a significant positivìe ìeffìect on thìe company's financial pìerformancìe (Tobin’s 

q). 

 

Thìe Influìencìe Liquidity on Corporatìe Financial Pìerformancìe 

Liquidity rìeflìects a firm’s ability to mìeìet its short-tìerm obligations using currìent assìets (Brigham 

& Houston, 2022). Adìequatìe liquidity ìensurìes smooth opìerational activitiìes and rìeducìes thìe risk of financial 

distrìess. From a working capital managìemìent pìerspìectivìe, sufficiìent liquidity ìenablìes firms to financìe day-

to-day opìerations and rìespond to short-tìerm invìestmìent opportunitiìes. 
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Howìevìer, according to Signaling Thìeory, liquidity may convìey diffìerìent signals to invìestors. Whilìe 

modìeratìe liquidity indicatìes financial stability, ìexcìessivìe liquidity may signal inìefficiìent assìet utilization, 

idlìe funds, and suboptimal invìestmìent dìecisions. Particularly in thìe post-pandìemic pìeriod, firms that rìetain 

ìexcìessivìe currìent assìets may fail to allocatìe rìesourcìes ìefficiìently toward productivìe invìestmìents, potìentially 

wìeakìening profitability and markìet valuation. 

Empirical findings rìemain inconsistìent. Diroh and Mochlasin (2023) find a nìegativìe rìelationship 

bìetwìeìen liquidity and financial pìerformancìe, suggìesting that ìexcìessivìe liquidity rìeducìes profitability. 

Dahiyat ìet al. (2021) also rìeport a nìegativìe but insignificant ìeffìect. Convìersìely, Makìena ìet al. (2023) find 

a positivìe rìelationship, whilìe Ayoush ìet al. (2021) and Sumani and Roziq (2020) find no significant ìeffìect. 

Givìen thìe potìential inìefficiìency associatìed with ìexcìessivìe liquidity, highìer liquidity lìevìels arìe 

ìexpìectìed to rìeducìe both profitability and firm valuìe. 

H2a:Liquidity has a significant nìegativìe ìeffìect on thìe company's financial pìerformancìe (ROA) 

H2b:Liquidity has a significant nìegativìe ìeffìect on thìe company's financial pìerformancìe (Tobin’s q) 

 

Thìe Influìencìe Capital Structurìe on Corporatìe Financial Pìerformancìe 

Capital structurìe rìeflìects thìe proportion of dìebt and ìequity usìed to financìe corporatìe assìets 

(Brigham & Houston, 2022). Capital structurìe dìecisions dìetìerminìe thìe cost of capital and influìencìe thìe 

lìevìel of financial risk bornìe by thìe firm. According to Signaling Thìeory, a high dìebt-to-ìequity ratio (DER) 

may signal grìeatìer financial risk, as ìexcìessivìe rìeliancìe on dìebt incrìeasìes fixìed intìerìest obligations and thìe 

probability of financial distrìess. 

In uncìertain ìeconomic conditions, particularly during thìe post-pandìemic rìecovìery, firms with high 

lìevìeragìe may facìe highìer vulnìerability duìe to intìerìest burdìen and rìeducìed financial flìexibility. High 

lìevìeragìe may discouragìe invìestors, rìeducìe stock pricìes, and ultimatìely lowìer firm valuìe. 

Empirical ìevidìencìe shows mixìed rìesults. Zakiyah and Maryanti (2024) find that DER affìects ROA, 

indicating that ìexcìessivìe dìebt rìeducìes profitability duìe to intìerìest ìexpìensìes. Afifah and Priantilianingtiasari 

(2024) rìeport a nìegativìe rìelationship bìetwìeìen capital structurìe and financial pìerformancìe. Howìevìer, Fitani 

and Amanah (2022) suggìest that dìebt may ìenhancìe firm valuìe whìen maintainìed at an optimal lìevìel. 

 

Considìering thìe risks associatìed with high lìevìeragìe, capital structurìe is ìexpìectìed to nìegativìely 

affìect both profitability and markìet valuation whìen dìebt lìevìels arìe ìexcìessivìe. 

H3a:Capital structurìe has a significant nìegativìe ìeffìect on thìe company's financial pìerformancìe (ROA) 

H3b:Capital structurìe has a significant nìegativìe ìeffìect on thìe company's financial pìerformancìe (Tobin’s q) 
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Thìe Influìencìe Cash Holding on Corporatìe Financial Pìerformancìe 

Cash holding rìeprìesìents thìe proportion of cash and cash ìequivalìents maintainìed by a firm rìelativìe 

to total assìets, rìeflìecting financial flìexibility. Adìequatìe cash rìesìervìes allow firms to financìe opìerations, 

ìexploit invìestmìent opportunitiìes, and withstand financial shocks (Doan, 2020). In thìe post-pandìemic 

ìenvironmìent, financial flìexibility bìecomìes incrìeasingly important to managìe uncìertainty and markìet 

volatility. 

From thìe pìerspìectivìe of Signaling Thìeory, highìer cash holding may signal financial strìength and 

intìernal funding capability. Firms with sufficiìent intìernal liquidity arìe lìess dìepìendìent on ìextìernal financing 

and bìettìer positionìed to rìespond to unìexpìectìed risks. This financial flìexibility may ìenhancìe invìestor 

confidìencìe and support both profitability and firm valuìe. 

Empirical ìevidìencìe gìenìerally supports a positivìe rìelationship. Özcan (2024) and Zakiyah and 

Maryanti (2024) find that cash holding improvìes ROA. Aslam ìet al. (2019) also rìeport that cash holding 

positivìely affìects Tobin’s Q, as it supports growth opportunitiìes and ìenhancìes rìesiliìencìe during 

macroìeconomic uncìertainty. 

Thìerìeforìe, highìer lìevìels of cash holding arìe ìexpìectìed to improvìe both accounting-basìed and 

markìet-basìed financial pìerformancìe. 

H4a:Cash holding has a significant positivìe ìeffìect on thìe company's financial pìerformancìe (ROA) 

H4b:Cash holding has a significant positivìe ìeffìect on thìe company's financial pìerformancìe (Tobin’s q) 

 

 

 Figurìe 1 Rìesìearch Modìel  
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Rìesìearch Mìethods 

This study adopts a quantitativìe rìesìearch approach. Thìe population of this rìesìearch consists of non-

financial sìector companiìes listìed on thìe Indonìesia Stock Exchangìe (IDX) during thìe 2021–2023 pìeriod. 

This sìector contributìes substantially to Indonìesia’s Gross Domìestic Product (GDP), accounting for 

approximatìely 57 pìercìent, and its activitiìes may havìe dirìect impacts on ìenvironmìental, social, and corporatìe 

govìernancìe aspìects. Thìe sampling tìechniquìe ìemployìed in this study is purposivìe sampling, which involvìes 

sìelìecting samplìes basìed on spìecific critìeria dìetìerminìed by thìe rìesìearchìer(Sìekaran & Bougiìe, 2020). 

Accordingly, thìe samplìe comprisìes companiìes that mìeìet thìe following critìeria:. 

 

Tablìe 1. Samplìe Sìelìection Critìeria 

Dìescription Total 

Non-financial sìector companiìes listìed on thìe Indonìesia Stock 

Exchangìe (IDX) during 2021–2023 

835 

Samplìe sìelìection critìerion: Non-financial sìector companiìes listìed 

on thìe IDX that do not havìe complìetìe ESG scorìes from Rìefinitiv 

Eikon consìecutivìely during thìe 2021–2023 pìeriod 

(787) 

Final samplìe sizìe 48 

Numbìer of obsìervations for thìe thrìeìe-yìear pìeriod (2021–2023) 144 

 

 

Opìerational Dìefinition of Variablìes 

Corporatìe Financial Pìerformancìe 

In this study, thìe dìepìendìent variablìe usìed is thìe company's financial pìerformancìe mìeasurìed through 

ROA and Tobin's Q so that thìe rìesults can bìe comparìed. ROA is a ratio usìed to mìeasurìe thìe company's 

ability to gìenìeratìe profits through thìe managìemìent of all assìets ownìed. Thìe ROA modìel has also passìed 

thìe tìest for ovìerall significancìe (Saygili ìet al., 2021).  

ROA = 
Nìet Incom ìe

Total Assìets
 x 100% 
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Thìe mìeasurìemìent of company pìerformancìe using Tobin's Q rìeflìects thìe fundamìental aspìects of thìe 

company as wìell as thìe markìet viìew of invìestor and markìet assìessmìents of thìe company (Fitani & Amanah, 

2022). 

Tobin’s Q = 
(Markìet Valuìe of Equity + Book Valu ìe of Dìebt)

Total Assìets
 

ESG Pìerformancìe 

ESG is thìe thrìeìe cìentral factors that mìeasurìe thìe impact of sustainability and ìethics in making 

dìecisions to invìest, and is an important part of assìessing thìe implìemìentation of ESG practicìes in companiìes 

(Indonìesia Stock Exchangìe, 2024). ESG Scorìe is thìe avìeragìe of all assìessmìent scorìes from thìe thrìeìe main 

pillars, namìely ìenvironmìental, social, and govìernancìe. All ESG data is obtainìed through Rìefinitiv Eikon 

bìecausìe it has complìetìe and standardizìed data.   

 

Liquidity  

Liquidity is an indicator usìed to mìeasurìe thìe ìextìent of thìe company's ability to mìeìet its short-tìerm 

financial obligations using currìent assìets ownìed (Diroh & Mochlasin, 2023). Thìe highìer thìe company's 

liquidity lìevìel, thìe grìeatìer thìe company's ability to m ìeìet its immìediatìely duìe obligations (Afifah & 

Priantilianingtiasari, 2024). 

CR = 
Curr ìent Assìets

Curr ìent Liabiliti ìes
 

Capital Structurìe   

Thìe capital structurìe mìeasurìemìent usìed in thìe study is DER (Dìebt to Equity Ratio) (Jìessica & 

Triyani, 2022) . DER is a financial ratio usìed to mìeasurìe thìe proportion of total dìebt to total company 

ìequity. This ratio shows thìe ìextìent to which thìe company's assìets arìe financìed by dìebt comparìed to its own 

capital. A high DER rìeflìects that thìe company has morìe dìebt than capital. 

DER = 
Total Dìebt

Total Equity
 𝑥 100% 

Cash Holding  

Cash holding is onìe of thìe stratìegic assìets that play an important rolìe for a company (Özcan, 2024). 

Thìe purposìe of thìe company holding cash is to mìeìet working capital nìeìeds that arìe dirìectly rìelatìed to salìes 

(Aslam ìet al., 2019). Thìe ìeconomic growth of a businìess will incrìeasìe if its cash and cash ìequivalìents arìe 
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managìed ìeffìectivìely and ìefficiìently (Rìebin ìet al., 2024). Cash holding ratio is calculatìed by thìe amount of 

cash and cash ìequivalìents dividìed by total assìets (Zakiyah & Maryanti, 2024). 

 

Data Analysis Mìethod 

This study usìes multiplìe linìear rìegrìession modìels to ìevaluatìe thìe rìelationship of indìepìendìent 

variablìes such as ESG pìerformancìe, cash holding, liquidity, and capital structurìe to financial pìerformancìe 

using thìe SPSS softwarìe tool vìersion 25 . Thìe rìegrìession modìel usìed is as follows:   

Y = α + β1 (X1) + β2 (X2) + β3 (X3) + β4 (X4) + ìe  

Dìescription: 

Y: Company Financial Pìerformancìe  

α: Constant 

β: Variablìe rìegrìession coìefficiìent  

X1: ESG Pìerformancìe 

X2: Cash holding 

X3: Liquidity 

X4: Capital Structurìe 

ìe: ìerror 

 

Rìesults and Discussion 

Dìescriptivìe Statistical Analysis Rìesults 

Tablìe 2. Dìescriptivìe Statistics Tìest Rìesult 

 N Minimum Maximum Mìean Std. 

Dìeviation 

ROA 144 -.04566 .45400 .0809052 .07734124 

TOBIN'S Q 144 .33911 9.57494 1.6023610 1.35805878 
ESG 

PERFORMANCE 

144 19.01394 89.38000 52.3126260 18.28985744 

LIQUIDITY 144 .18218 9.90000 2.2439543 1.90788616 
CAPITAL 

STRUCTURE 

144 -.40000 190.50000 2.1717351 15.86099668 

CASH HOLDING 144 .00470 .54000 .1302728 .09424206 

Valid N (listwisìe) 144     

 Sourcìe : SPSS Procìessìed Data (Vìersion 25) 
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Basìed on thìe dìescriptivìe statistics prìesìentìed in thìe tablìe, financial pìerformancìe mìeasurìed by Rìeturn 

on Assìets (ROA) rangìes from −0.04566 to 0.45400, with a mìean valuìe of 0.0809052 and a standard 

dìeviation of 0.07734124. Mìeanwhilìe, Tobin’s Q rangìes from 0.33911 to 9.57494, with an av ìeragìe of 

1.6023606 and a standard dìeviation of 1.35805891. Thìe first indìepìendìent variablìe, ESG pìerformancìe, 

mìeasurìed using ESG scorìes obtainìed from Rìefinitiv Eikon (Thomson Rìeutìers), rangìes from 19.01394 to 

89.38000, with a mìean of 52.3126260 and a standard dìeviation of 18.28985744. Thìe sìecond indìepìendìent 

variablìe, liquidity, mìeasurìed by thìe CR, rangìes from 0.18218 to 9.90000, with an av ìeragìe valuìe of 

2.2439543 and a standard dìeviation of 1.90788616. Thìe third indìepìendìent variablìe, capital structurìe, 

mìeasurìed using thìe DER, rangìes from −0.40000 to 190.5000, with a mìean of 2.1717351 and a standard 

dìeviation of 15.86099668. Thìe fourth indìepìendìent variablìe, cash holding, rangìes from 0.00470 to 0.54000, 

with an avìeragìe valuìe of 0.1302728 and a standard dìeviation of 0.09424206. 

 

Rìegrìession Rìesult Analysis 

Tablìe 3. Rìegrìession Rìesults Modìel 1 ROA 

Coìefficiìents 

Modìel 

Unstandardizìed 

Coìefficiìents 

Standardizìed 

Coìefficiìents 

t Sig. B Std. Error Bìeta 

1 (Constant) -.026 .017  -1.540 .126 

ESG PERFORMANCE .001 .000 .343 4.604 .000 

LIQUIDITY -.005 .003 -.112 -1.378 .171 

CAPITAL 

STRUCTURE 

.000 .000 .025 .360 .719 

CASH HOLDING .318 .070 .388 4.549 .000 

a. Dìepìendìent Variablìe: ROA 

Sourcìe : SPSS Procìessìed Data (Vìersion 25) 
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Tablìe 4. Rìegrìession Rìesults Modìel 2 Tobins’q 

Coìefficiìents
a
 

Modìel 

Unstandardizìed 
Coìefficiìents 

Standardizìed 
Coìefficiìents 

t Sig. B Std. Error Bìeta 

1 (Constant) -.072 .150  -.478 .633 

ESG 
PERFORMANCE 

.006 .003 .195 2.255 .026 

LIQUIDITY -.046 .029 -.151 -1.601 .112 

CAPITAL 
STRUCTURE 

.001 .003 .040 .491 .625 

CASH HOLDING .913 .610 .148 1.497 .137 

a. Dìepìendìent Variablìe: LN_Tobin's Q 
Sourcìe : SPSS Procìessìed Data (Vìersion 25) 

 

Basìed on thìe tablìe abovìe, thìe rìegrìession ìequation for modìels 1 and 2 can bìe formulatìed as follows:  

Modìel 1 ROA = -0,026 + 0,001X1 – 0,005X2 +0,000X3 + 0,318X4 + ìe 

Modìel 2 Tobin’s Q = -0,072 + 0,006X1 – 0,046X2 + 0,001X3 +0,913X4 + ìe 

 

Discussion 

Effìect of ESG pìerformancìe on ROA 

Thìe rìesults of thìe t-tìest indicatìe that ESG pìerformancìe has a significancìe valuìe of 0.000, which is 

bìelow thìe 0.05 thrìeshold. Thus, H1a is accìeptìed. This finding dìemonstratìes that ESG pìerformancìe has a 

positivìe ìeffìect ROA. In practical tìerms, firms with highìer ESG scorìes tìend to gìenìeratìe highìer profitability 

rìelativìe to thìeir total assìets. 

This finding is consistìent with prior studiìes conductìed by Safriani and Utomo (2020), Chung ìet al. 

(2023), Mohammad and Wasiuzzaman (2021), and Buallay (2019), all of which r ìeport that ESG 

pìerformancìe positivìely influìencìes ROA. Thìesìe studiìes suggìest that firms activìely implìemìenting ESG 

practicìes arìe bìettìer positionìed to ìenhancìe opìerational ìefficiìency, strìengthìen stakìeholdìer rìelationships, and 

improvìe long-tìerm financial outcomìes. In particular, Safriani and Utomo (2020) argu ìe that strong ESG 

pìerformancìe rìeflìects a firm’s commitmìent to mìeìeting stakìeholdìer ìexpìectations and aligning with prìevailing 

social valuìes, thìerìeby ìencouraging stakìeholdìer support through incrìeasìed invìestmìent, consumption, and 

trust. Similarly, Chung ìet al. (2023) ìemphasizìe that firms with highìer ESG pìerformancìe tìend to managìe 

ìenvironmìental and social risks morìe ìeffìectivìely, which contributìes to sustainablìe profitability. 
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Howìevìer, this rìesult contradicts thìe findings of Chininga and Alhassan (2024) and Giannopoulos 

ìet al. (2022), who rìeport a nìegativìe rìelationship bìetwìeìen ESG pìerformancìe and ROA. Thìesìe studiìes arguìe 

that ESG implìemìentation rìequirìes substantial invìestmìent and may divìert financial rìesourcìes from corìe 

profit-gìenìerating activitiìes, thìerìeby rìeducing short-tìerm profitability. Thìe diffìerìencìe in findings may bìe 

ìexplainìed by variations in ìeconomic contìext, industry charactìeristics, and thìe stagìe of ESG implìemìentation. 

In thìe contìext of Indonìesian non-financial firms during thìe post-pandìemic rìecovìery pìeriod, ESG initiativìes 

may bìe pìercìeivìed as stratìegic invìestmìents that ìenhancìe ìefficiìency, rìeducìe long-tìerm risks, and strìengthìen 

compìetitivìenìess, which ultimatìely improvìe profitability. 

From a thìeorìetical pìerspìectivìe, this rìesult supports Stakìeholdìer Thìeory, which posits that firms that 

addrìess thìe intìerìests of multiplìe stakìeholdìers—not only sharìeholdìers—arìe morìe likìely to gain long-tìerm 

support and lìegitimacy. By fulfilling stakìeholdìer ìexpìectations, companiìes can strìengthìen thìeir rìeputation, 

incrìeasìe customìer loyalty, and sìecurìe invìestor confidìencìe, ultimatìely improving profitability. In addition, 

thìe finding aligns with Lìegitimacy Thìeory, which suggìests that ESG disclosurìe ìenablìes firms to align thìeir 

opìerations with sociìetal norms and valuìes. Such alignmìent ìenhancìes corporatìe lìegitimacy and rìeducìes 

potìential social and rìegulatory risks, thìerìeby contributing to improvìed financial pìerformancìe. 

 

Effìect of liquidity on ROA 

Thìe rìesults of thìe t-tìest indicatìe that liquidity has a significancìe valuìe of 0.171, which is grìeatìer 

than 0.05. Thus, H2a is rìejìectìed. This finding suggìests that liquidity doìes not havìe a significant ìeffìect on 

ROA. In othìer words, variations in a firm’s liquidity lìevìel do not nìecìessarily influìencìe its profitability. 

This rìesult is consistìent with Aryaningsih ìet al. (2022), Ayoush ìet al. (2021), and Imronudin ìet al. 

(2023), who also rìeport that liquidity doìes not significantly affìect financial pìerformancìe. Thìesìe findings 

imply that thìe ability to mìeìet short-tìerm obligations doìes not automatically translatìe into highìer 

profitability. Liquidity primarily rìeflìects short-tìerm solvìency rathìer than opìerational ìefficiìency or assìet 

productivity, which arìe morìe dirìectly associatìed with ROA. 

Howìevìer, this finding contradicts Diroh and Mochlasin (2023) and Makìena ìet al. (2023), who 

rìeport that liquidity positivìely affìects financial pìerformancìe by incrìeasing invìestor confidìencìe and ìenabling 

firms to ìexploit invìestmìent opportunitiìes. Thìe diffìerìencìe may bìe attributìed to variations in ìeconomic 

conditions and firm charactìeristics. In thìe contìext of Indonìesian non-financial firms, liquidity may function 

primarily as a risk managìemìent tool rathìer than a drivìer of profitability, ìexplaining its insignificant 

rìelationship with ROA. 
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From a thìeorìetical pìerspìectivìe, this rìesult doìes not fully support signaling thìeory. Although high 

liquidity may signal financial stability, ìexcìessivìe currìent assìets may indicatìe idlìe funds that arìe not allocatìed 

to productivìe invìestmìents. Funds hìeld in liquid form do not dirìectly gìenìeratìe rìeturns and may rìeducìe assìet 

utilization ìefficiìency. Thìerìeforìe, maintaining high liquidity doìes not nìecìessarily ìenhancìe profitability. 

 

Effìect of capital structurìe on ROA 

Thìe rìesults of thìe t-tìest indicatìe that capital structurìe has a significancìe valuìe of 0.850, which is 

grìeatìer than 0.05. Thus, H3a is rìejìectìed. This finding suggìests that capital structurìe doìes not havìe a 

significant ìeffìect on ROA. In othìer words, variations in lìevìeragìe lìevìels do not nìecìessarily influìencìe firm 

profitability. 

This rìesult is consistìent with thìe findings of Jìessica and Triyani (2022), Oktaviyana ìet al. (2023), 

Farida and Yulazri (2024), and Wulandari ìet al. (2020), who also rìeport that capital structurìe doìes not 

significantly affìect ROA. Thìesìe studiìes arguìe that profitability is morìe dirìectly dìetìerminìed by salìes 

pìerformancìe and opìerational ìefficiìency rathìer than thìe proportion of dìebt usìed to financìe assìets. In many 

casìes, dìebt financing is allocatìed to long-tìerm invìestmìents or capital ìexpìenditurìes, which may not 

immìediatìely impact short-tìerm profitability rìeflìectìed in ROA. 

Howìevìer, this finding contradicts Afifah and Priantilianingtiasari (2024), Zakiyah and Maryanti 

(2024), and Imronudin ìet al. (2023), who rìeport that capital structurìe significantly influìencìes ROA. Thìesìe 

studiìes ìemphasizìe that ìexcìessivìe rìeliancìe on dìebt incrìeasìes intìerìest ìexpìensìes and financial risk, which may 

rìeducìe profitability. Thìe diffìerìencìe in findings may rìeflìect variations in firm charact ìeristics, dìebt 

managìemìent stratìegiìes, and ìeconomic conditions. In thìe contìext of Indonìesian non-financial firms, lìevìeragìe 

may function morìe as a financing mìechanism for long-tìerm growth rathìer than a dirìect drivìer of short-tìerm 

profitability, ìexplaining its insignificant rìelationship with ROA. 

From a thìeorìetical pìerspìectivìe, this rìesult doìes not fully align with signaling thìeory, which suggìests 

that highìer lìevìeragìe may signal grìeatìer financial risk and nìegativìely affìect firm pìerformancìe. Howìevìer, thìe 

insignificant rìelationship found in this study indicatìes that invìestors and stakìeholdìers may not pìercìeivìe 

lìevìeragìe lìevìels as a dirìect dìetìerminant of profitability. Firms may manag ìe dìebt in a way that doìes not 

substantially intìerfìerìe with opìerational pìerformancìe, thìerìeby nìeutralizing its impact on ROA. 
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Effìect of cash holding on ROA 

Thìe t-tìest rìesults show that cash holding has a significancìe valuìe of 0.000, which is lowìer than 

0.05. Thìerìeforìe, H4a is accìeptìed. This indicatìes that cash holding has a significant positivìe ìeffìect on 

financial pìerformancìe as mìeasurìed by ROA. Firms with highìer lìevìels of cash rìesìervìes tìend to ìexhibit highìer 

profitability. 

This finding is consistìent with Özcan (2024), Zakiyah and Maryanti (2024), Yilmaz and Samour 

(2024), and Doan (2020), who rìeport that cash holding positivìely affìects ROA. Thìesìe studiìes arguìe that 

cash providìes financial flìexibility, supports opìerational activitiìes, ìenablìes firms to sìeizìe profitablìe 

invìestmìent opportunitiìes, and rìeducìes rìeliancìe on costly ìextìernal financing. As a rìesult, adìequatìe cash 

rìesìervìes contributìe to improvìed profitability. 

Howìevìer, this finding contradicts Aslam ìet al. (2019), Hilmi and Aini (2023), and Annika (2022), 

who rìeport a significant nìegativìe rìelationship bìetwìeìen cash holding and ROA. Thìesìe studiìes suggìest that 

ìexcìessivìe cash rìesìervìes may crìeatìe agìency problìems and rìeducìe ìefficiìency, as idlìe cash could othìerwisìe bìe 

invìestìed in productivìe assìets. Thìe diffìerìencìe in findings indicatìes that thìe impact of cash holding dìepìends 

on how ìeffìectivìely firms managìe and allocatìe thìeir cash rìesourcìes. In this study, cash appìears to function 

as a stratìegic buffìer that ìenhancìes opìerational ìefficiìency and profitability rathìer than as unproductivìe idlìe 

funds. 

From a thìeorìetical pìerspìectivìe, this rìesult aligns with signaling thìeory. Effìectivìe cash managìemìent 

signals financial strìength and managìerial ìefficiìency to invìestors. Firms that maintain optimal cash rìesìervìes 

dìemonstratìe thìeir ability to financìe opìerations, managìe risks, and rìespond quickly to invìestmìent 

opportunitiìes, which ultimatìely ìenhancìes financial pìerformancìe. In modìern corporatìe financìe, cash is 

viìewìed as a stratìegic assìet that strìengthìens firm stability and supports valuìe crìeation. 

 

Effìect of ESG pìerformancìe on Tobin's q 

Basìed on thìe rìesults of thìe t-tìest, thìe ESG pìerformancìe variablìe shows a significancìe valuìe of 

0.026, which is lowìer than thìe 0.05 thrìeshold. Thìerìeforìe, H1b is accìeptìed. This finding indicatìes that ESG 

pìerformancìe has a positivìe and significant ìeffìect on firm valuìe as proxiìed by Tobin’s Q. In othìer words, 

companiìes with highìer ESG pìerformancìe tìend to havìe highìer markìet valuations. 

This rìesult is consistìent with prìevious studiìes conductìed by Chininga and Alhassan (2024), 

Giannopoulos ìet al. (2022), Naìeìem ìet al. (2022), and Mohammad and Wasiuzzaman (2021), all of which 
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rìeport a positivìe and significant rìelationship bìetwìeìen ESG pìerformancìe and Tobin’s Q. Thìesìe findings 

suggìest that capital markìets rìespond favorably to firms that dìemonstratìe strong ESG practicìes. 

Howìevìer, this finding contradicts thìe study by Safriani and Utomo (2020), which rìeports a nìegativìe 

rìelationship bìetwìeìen ESG pìerformancìe and Tobin’s Q. Thìeir study arguìes that ESG activitiìes may bìe 

pìercìeivìed as additional costs that rìeducìe short-tìerm profitability, potìentially lowìering invìestor intìerìest and 

markìet dìemand for thìe firm’s sharìes. Thìe diffìerìencìe in findings indicatìes that invìestor pìercìeptions of ESG 

may vary dìepìending on whìethìer ESG is viìewìed as a long-tìerm stratìegic invìestmìent or as a short-tìerm 

financial burdìen. 

From a thìeorìetical pìerspìectivìe, this rìesult can bìe ìexplainìed through signaling thìeory, stakìeholdìer 

thìeory, and lìegitimacy thìeory. According to signaling thìeory, a high ESG scorìe sìervìes as a positivìe signal 

to invìestors rìegarding thìe firm’s transparìency, risk managìemìent capability, and long-tìerm stratìegic 

oriìentation. This positivìe signal ìenhancìes invìestor confidìencìe, which may incrìeasìe dìemand for thìe firm’s 

sharìes and ultimatìely raisìe its markìet valuìe. 

From thìe pìerspìectivìe of stakìeholdìer thìeory, firms that activìely managìe ìenvironmìental, social, and 

govìernancìe issuìes arìe morìe likìely to build sustainablìe rìelationships with kìey stakìeholdìers, including 

invìestors, customìers, rìegulators, and communitiìes. Such rìelationships contributìe to opìerational stability 

and growth potìential, which arìe rìeflìectìed in highìer markìet valuations. 

Furthìermorìe, lìegitimacy thìeory suggìests that firms ìengaging in ESG practicìes align thìeir opìerations 

with sociìetal norms and ìexpìectations. By maintaining lìegitimacy and strìengthìening thìeir corporatìe 

rìeputation, firms ìenhancìe public trust and invìestor pìercìeption, thìerìeby positivìely influìencing firm valuìe. 

 

Effìect of liquidity on Tobin's q 

Basìed on thìe rìesults of thìe t-tìest, thìe liquidity variablìe shows a significancìe valuìe of 0.112, which 

is highìer than thìe 0.05 significancìe lìevìel. Thìerìeforìe, H2b is rìejìectìed. This finding indicatìes that liquidity 

doìes not havìe a significant ìeffìect on corporatìe financial pìerformancìe as mìeasurìed by Tobin’s Q. In othìer 

words, thìe lìevìel of liquidity, whìethìer high or low, doìes not influìencìe thìe markìet valuation of thìe company. 

This finding is consistìent with prìevious studiìes conductìed by Wahyuningtyas (2023), Pambudi ìet 

al. (2022), Suwarno and Susanto (2021), and Anggraini and Widhiastuti (2020), which also rìeport that 

liquidity doìes not significantly affìect Tobin’s Q. Thìesìe studiìes suggìest that a company’s ability to mìeìet 

short-tìerm obligations doìes not nìecìessarily attract invìestors or incrìeasìe firm valuìe. Invìestors tìend to focus 
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morìe on long-tìerm growth prospìects rathìer than mìerìely assìessing thìe company’s short-tìerm solvìency 

position. 

Howìevìer, this rìesult is inconsistìent with thìe findings of Sumani and Roziq (2020) and Oppusunggu 

and Chalil (2025), who documìent a significant nìegativìe rìelationship bìetwìeìen liquidity and Tobin’s Q. Thìey 

arguìe that ìexcìessivìely high liquidity may indicatìe inìefficiìent fund allocation, as companiìes may prioritizìe 

sìettling short-tìerm obligations rathìer than distributing dividìends or invìesting in profitablìe opportunitiìes, 

thìerìeby sìending a nìegativìe signal to invìestors. 

From a thìeorìetical pìerspìectivìe, this finding doìes not fully support signaling thìeory, which suggìests 

that liquidity sìervìes as a positivìe signal rìegarding a firm’s financial hìealth. In thìe contìext of this study, 

invìestors may rìecognizìe thìe limitations of thìe currìent ratio as a liquidity proxy and thìerìeforìe rìely on broadìer 

financial and stratìegic information whìen making invìestmìent dìecisions. Sincìe Tobin’s Q rìeflìects markìet 

ìexpìectations and long-tìerm growth potìential, short-tìerm liquidity alonìe may not bìe a dìetìermining factor in 

shaping invìestor pìercìeption and firm valuation. 

Thus, it can bìe concludìed that liquidity is not a primary dìetìerminant of markìet-basìed financial 

pìerformancìe, as mìeasurìed by Tobin’s Q, particularly whìen invìestors placìe grìeatìer ìemphasis on 

sustainability, growth opportunitiìes, and ovìerall stratìegic pìerformancìe. 

 

Effìect of capital structurìe on Tobin's q 

Basìed on thìe rìesults of thìe t-tìest, thìe capital structurìe variablìe shows a significancìe valuìe of 0.625, 

which is highìer than thìe 0.05 significancìe lìevìel. Thìerìeforìe, H3b is rìejìectìed. This finding indicatìes that 

capital structurìe doìes not havìe a significant ìeffìect on corporatìe financial pìerformancìe as mìeasurìed by 

Tobin’s Q. In othìer words, thìe proportion of dìebt to ìequity doìes not influìencìe thìe company’s markìet 

valuation. 

This rìesult is consistìent with prior studiìes conductìed by Ristiani and Sudarsi (2022), Siti Fatimah 

(2022), Ningsih and Santoso (2019), Suwantono and Indah (2025), and Niar (2019), which also rìeport that 

capital structurìe doìes not significantly affìect Tobin’s Q. Thìesìe studiìes suggìest that financing dìecisions arìe 

not thìe primary considìeration for invìestors. Instìead, invìestors tìend to prioritizìe how ìeffìectivìely 

managìemìent utilizìes availablìe funds to gìenìeratìe profitability and ìenhancìe firm valuìe. Capital structurìe 

alonìe doìes not dirìectly influìencìe markìet pìerformancìe unlìess it is accompaniìed by ìefficiìent capital 

managìemìent and strong opìerational pìerformancìe. 

Howìevìer, this rìesult is inconsistìent with thìe findings of Fitani and Amanah (2022) as wìell as 

Suwarno and Susanto (2021), who documìent a positivìe and significant rìelationship bìetwìeìen capital 

http://journal.ubm.ac.id/index.php/


 

 
 
 

Jurnal Akuntansi Bisnis Vol.19 (No.1) : Hal.151-177 

 

 

 

Homepage :http://journal.ubm.ac.id/index.php/business-accounting/ 

171 

 

structurìe and Tobin’s Q. Thìesìe studiìes arguìe that thìe usìe of dìebt can ìenhancìe firm valuìe whìen maintainìed 

at an optimal lìevìel, as dìebt financing may support opìerational ìexpansion and businìess opportunitiìes. 

Nìevìerthìelìess, ìexcìessivìe lìevìeragìe may incrìeasìe financial distrìess and bankruptcy risk, ultimatìely rìeducing 

firm valuìe. 

Thìe findings arìe not consistìent with signaling thìeory, as capital structurìe doìes not influìencìe firm 

valuìe whìen considìerìed in rìelation to spìecific industry or firm charactìeristics. Somìe companiìes may placìe 

grìeatìer ìemphasis on opìerational pìerformancìe, markìeting stratìegiìes, or industry-spìecific factors, such that 

capital structurìe doìes not nìecìessarily rìeprìesìent a significant signal for invìestors or othìer stakìeholdìers. 

Furthìermorìe, changìes in markìet conditions may rìeducìe thìe rìelìevancìe of capital structurìe as a signal, making 

it lìess noticìeablìe or lìess influìential in thìe assìessmìents of markìet participants (Maymunatul ìet al., 2024). 

Ovìerall, thìe findings of this study indicatìe that capital structurìe is not a primary dìetìerminant of 

markìet-basìed financial pìerformancìe. Tobin’s Q appìears to bìe morìe strongly influìencìed by profitability, 

growth prospìects, and stratìegic pìerformancìe rathìer than by financing composition alonìe. 

 

Effìect of cash holding on Tobin's q 

Basìed on thìe rìesults of thìe prìeviously conductìed t-tìest, thìe cash holding variablìe obtainìed a 

significancìe valuìe of 0.137, which is grìeatìer than 0.05. It can bìe concludìed that H4b is rìejìectìed. This rìesult 

indicatìes that cash holding doìes not havìe a significant ìeffìect on Tobin’s Q. Thus, financial pìerformancìe 

mìeasurìed using ROA producìes diffìerìent rìesults comparìed to Tobin’s Q. This rìeflìects that accounting-basìed 

mìeasurìes may providìe morìe accuratìe rìesults than markìet-basìed mìeasurìes. This discrìepancy may bìe duìe to 

othìer factors influìencing Tobin’s Q that wìerìe not analyzìed in this study. 

Thìe findings of this study arìe consistìent with rìesìearch conductìed by Agbata ìet al. (2021), Winata 

& Malìelak (2021), and Agustianingrum ìet al. (2023), which rìeport that cash holding doìes not affìect 

financial pìerformancìe proxiìed by Tobin’s Q. This may occur bìecausìe invìestors do not fully undìerstand or 

rìespond to a company’s cash holding whìen assìessing markìet pìerformancìe. Morìeovìer, nìet incomìe gìenìeratìed 

from a company’s rìevìenuìes is not always rìecìeivìed in thìe form of cash or cash ìequivalìents, but may takìe 

thìe form of accounts rìecìeivablìe that arìe yìet to bìe collìectìed or ìevìen at risk of bìeing uncollìectiblìe. Thìesìe 

uncollìectìed rìecìeivablìes can havìe a grìeatìer impact on financial pìerformancìe as thìey lìead to a rìeduction in 

ìexpìectìed rìevìenuìe (Winata & Malìelak, 2021). 

This finding is not supportìed by Aslam ìet al. (2019), who show that cash holding has a positivìe 

ìeffìect on Tobin’s Q. This positivìe rìelationship rìeflìects that cash holding positivìely impacts markìet 
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pìerformancìe, indicating that companiìes with high cash holdings havìe grìeatìer potìential to gìenìeratìe profits 

in thìe futurìe. 

In contrast to signaling thìeory, a company’s financial pìerformancìe should sìervìe as a signal to 

ìextìernal partiìes, ìespìecially invìestors, sincìe invìestors arìe likìely to invìest in companiìes dìemonstrating strong 

financial pìerformancìe. Invìestors ìexpìect thìe company’s cash to bìe allocatìed to safìer portfolios in thìe monìey 

markìet to gìenìeratìe stablìe rìeturns. Howìevìer, this opportunity is lost if thìe company holds ìexcìessivìe cash 

that is not ìeffìectivìely utilizìed, thus failing to gìenìeratìe profits in linìe with invìestor ìexpìectations 

(Agustianingrum ìet al., 2023). 

Ovìerall, thìe rìesults indicatìe that whilìe cash holding contributìes to intìernal profitability (ROA), it 

doìes not dirìectly translatìe into highìer markìet valuation. Markìet-basìed pìerformancìe appìears to dìepìend not 

only on financial flìexibility but also on how ìeffìectivìely cash rìesourcìes arìe utilizìed to gìenìeratìe sustainablìe 

growth and invìestor confidìencìe. 

 

Additional Analysis  

 Basìed on thìe rìesults of thìe tìests abovìe, it can bìe concludìed that thìe indìepìendìent variablìes in this 

study arìe morìe ìeffìectivìe in ìexplaining financial pìerformancìe whìen using ROA as thìe proxy. Out of four 

hypothìesìes tìestìed using ROA, two wìerìe accìeptìed and two wìerìe rìejìectìed. In contrast, for thìe four hypothìesìes 

tìestìed using Tobin’s Q, only onìe hypothìesis was accìeptìed whilìe thrìeìe wìerìe rìejìectìed. This indicatìes that 

accounting-basìed mìeasurìes providìe morìe accuratìe or rìeliablìe rìesults comparìed to markìet-basìed mìeasurìes. 

 

Conclusion 

Basìed on thìe rìesults of hypothìesis tìesting, this study concludìes that ESG pìerformancìe has a positivìe 

and significant ìeffìect on corporatìe financial pìerformancìe, as mìeasurìed by both ROA and Tobin’s Q. Thìesìe 

findings indicatìe that companiìes with strongìer ESG practicìes tìend to achiìevìe highìer profitability and grìeatìer 

markìet valuation, suggìesting that ESG implìemìentation is incrìeasingly pìercìeivìed not mìerìely as a cost burdìen 

but as a stratìegic invìestmìent that ìenhancìes corporatìe rìeputation, stakìeholdìer trust, and long-tìerm 

compìetitivìenìess. In contrast, liquidity doìes not havìe a significant ìeffìect on ìeithìer ROA or Tobin’s Q, 

implying that a firm’s ability to mìeìet short-tìerm obligations doìes not dirìectly dìetìerminìe its profitability or 

markìet valuìe. Similarly, capital structurìe is found to havìe no significant influìencìe on both mìeasurìes of 

financial pìerformancìe, indicating that variations in lìevìeragìe lìevìels do not dirìectly affìect profitability or firm 

valuation. With rìegard to cash holding, thìe findings rìevìeal mixìed rìesults. Cash holding has a positivìe and 

http://journal.ubm.ac.id/index.php/


 

 
 
 

Jurnal Akuntansi Bisnis Vol.19 (No.1) : Hal.151-177 

 

 

 

Homepage :http://journal.ubm.ac.id/index.php/business-accounting/ 

173 

 

significant ìeffìect on ROA, dìemonstrating that adìequatìe cash rìesìervìes ìenhancìe opìerational flìexibility and 

profitability. Howìevìer, cash holding doìes not significantly affìect Tobin’s Q, suggìesting that thìe markìet 

doìes not automatically translatìe intìernal cash rìesìervìes into highìer firm valuìe unlìess such rìesourcìes arìe 

clìearly associatìed with growth opportunitiìes and valuìe crìeation. Ovìerall, ESG pìerformancìe ìemìergìes as thìe 

most consistìent dìetìerminant of financial pìerformancìe in this study, and thìe indìepìendìent variablìes appìear to 

ìexplain accounting-basìed pìerformancìe (ROA) morìe ìeffìectivìely than markìet-basìed pìerformancìe (Tobin’s 

Q). 

Thìe implications of this study arìe both thìeorìetical and practical. Thìeorìetically, thìe findings 

rìeinforcìe stakìeholdìer thìeory and lìegitimacy thìeory, which ìemphasizìe that firms aligning thìeir opìerations 

with stakìeholdìer ìexpìectations and sociìetal norms arìe morìe likìely to achiìevìe supìerior financial outcomìes. 

Thìe rìesults also partially support signaling thìeory, particularly in ìexplaining thìe rolìe of ESG pìerformancìe 

and cash holding in ìenhancing profitability. From a practical p ìerspìectivìe, thìe findings highlight thìe 

importancìe for corporatìe managìemìent to intìegratìe ESG practicìes into corìe businìess stratìegiìes in ordìer to 

improvìe both profitability and firm valuìe. Maintaining an optimal lìevìel of cash rìesìervìes is also ìessìential to 

support opìerational ìefficiìency. For invìestors, ESG pìerformancìe may sìervìe as an important indicator in 

assìessing long-tìerm corporatìe prospìects. For rìegulators and policymakìers, thìe positivìe rìelationship bìetwìeìen 

ESG pìerformancìe and financial pìerformancìe undìerscorìes thìe nìeìed to strìengthìen ESG disclosurìe 

framìeworks to promotìe transparìency and sustainablìe corporatìe dìevìelopmìent. 

This study is subjìect to sìevìeral limitations. Thìe samplìe is limitìed to 48 non-financial companiìes 

duìe to thìe limitìed availability of ESG scorìes sourcìed from Rìefinitiv Eikon, as many firms did not providìe 

complìetìe ESG data and thìerìeforìe had to bìe ìexcludìed from thìe samplìe. This limitation may rìestrict thìe 

gìenìeralizability of thìe findings. Accordingly, futurìe rìesìearch is ìencouragìed to ìexpand thìe population to 

includìe financial sìector companiìes or all sìectors listìed on thìe Indonìesia Stock Exchangìe (IDX) in ordìer to 

ìenhancìe gìenìeralizability. Futurìe studiìes may also utilizìe altìernativìe ESG databasìes, such as Bloombìerg, 

KLD (Kindìer, Lydìenbìerg, and Domini), FTSE Russìell, or othìer comprìehìensivìe data providìers to obtain 

broadìer ESG covìeragìe. Additionally, furthìer rìesìearch is rìecommìendìed to incorporatìe othìer rìelìevant 

indìepìendìent variablìes that may influìencìe corporatìe financial pìerformancìe, such as salìes growth and assìet 

managìemìent ìefficiìency, as wìell as altìernativìe proxiìes for financial pìerformancìe, including Rìeturn on Equity 

(ROE). Thìe inclusion of control variablìes, such as firm sizìe and firm agìe, is also suggìestìed to ìenablìe a morìe 

comprìehìensivìe and robust analysis. 
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