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This study aims to examine the factors influencing the value of plantation 
companies listed on the Indonesia Stock Exchange (IDX). The title of the study is 
"The Effect of Environmental, Social, and Governance (ESG) Disclosure and the 
Retention Ratio on Company Value, With Financial Performance as a Mediating 
Factor (A Study of Plantation Companies Listed on the IDX 2019-2022)." 

The background of this research is the increasing stakeholder attention to 
sustainability and corporate governance practices, as reflected in ESG disclosures, 
and to the role of a company's internal funding strategy, as measured by the 
retention ratio. Theoretically, transparent and comprehensive ESG disclosure 
should increase investor confidence and signal the company's long-term prospects. 
Furthermore, the retention ratio reflects a company's policy of retaining profits for 
internal investment rather than relying on external financing. This policy can 
impact financial flexibility, investment capacity, and financial performance 
stability. In the context of the Indonesian capital market, particularly the plantation 
sector, during the 2022-2023 period experienced a significant decline in company 
value and financial performance. Therefore, these two variables are considered 
capable of influencing firm value, both directly and indirectly via the mediation of 
financial performance. 

The purpose of this study is to examine the effects of ESG disclosure and the 
retention ratio on firm value, with financial performance as a mediator. This study 
employs a quantitative approach using secondary data from published annual 
reports, financial statements, and sustainability reports. The population in this 
study was all plantation companies listed on the Indonesia Stock Exchange (IDX) 
from 2019 to 2024. The sample was drawn using purposive sampling, selecting 
participants based on criteria relevant to the research objectives, including 
transparency of financial statements and sustainability reports with an adequate 
level of ESG disclosure. Based on these criteria, a sample of 20 plantation 
companies was selected, with an observation period of 6 years, yielding a total of 
120 observations. 

The data analysis method used in this study is panel data regression, which 
allows for testing relationships among variables by accounting for both cross-
company and time-series dimensions. This model was chosen because it efficiently 
captures data variation in corporate finance research. The independent variables 
in this study are ESG disclosure and the retention ratio, while the dependent 
variable is firm value. Financial performance is posited as a mediating variable 
that may serve as an intermediary mechanism in the relationship between the 
independent and dependent variables. 

Based on the research results and data analysis using panel data regression, it 
is shown that: (1) ESG disclosure has no effect on financial performance. This 
finding suggests that greater transparency regarding sustainability practices has 
not directly improved companies' financial performance in this sector. This may be 
due to additional costs associated with ESG implementation that have not yet 
yielded measurable short-term financial returns. (2) The retention ratio has a 
negative effect on financial performance. This finding indicates that the higher a 



company's retained earnings, the lower its financial performance. This situation 
may reflect inefficient allocation of retained earnings or a lack of productive 
investment to support optimal operations. (3) ESG disclosure has a negative effect 
on firm value. In the context of this study, investors do not appear to view ESG 
disclosure as a factor that increases economic value, given the lack of ESG 
disclosure among plantation companies. (4) The retention ratio has a positive effect 
on firm value. These results show that investors place more value on companies that 
are able to maintain profits to finance internal growth, (5) Financial performance 
has no effect on company value, (6) Financial performance is unable to mediate the 
effect of ESG disclosure on company value, (7) Financial performance is unable to 
mediate the effect of retention ratio on company value. 

These findings have practical implications for company management and 
investors. To enhance the value of plantation companies, management should 
prioritize internal funding strategies that have proven effective in increasing 
investor perception of value. For plantation company management, it is important 
to evaluate the quality and strategy of ESG disclosure to better align with investor 
expectations and provide real added value. Meanwhile, for investors, the results of 
this study indicate that the value of plantation companies is not solely determined 
by financial performance but is also influenced by other external factors such as 
fluctuations in global Crude Palm Oil (CPO) prices, weather, and other factors. 
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