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Abstract. The study reveals that the overall ESG index does not yet exhibit a clear positive influence on firm value and operational performance in the context of Thai corporations. In certain dimensions, such as Tobin’s Q, Total Asset Turnover (TAT), and Cash Flow to Total Assets (CF/TA), statistically significant negative effects are observed. Nevertheless, ESG demonstrates a positive role in mitigating bankruptcy risk, particularly through the Z-Score and Debt-to-Equity (D/E) ratio, where significant negative relationships were identified, underscoring ESG’s capacity to enhance financial stability. Regarding firm value and operational performance, Enterprise Value (EV), Net Profit Margin (NPM), Return on Equity (ROE), and Cash Flow to Return on Assets (CF/ROA) exert significant positive influences on investor decision-making. Conversely, Tobin’s Q, Return on Assets (ROA), and TAT reveal statistically significant negative effects. The D/E ratio demonstrates a more complex influence, simultaneously reducing and enhancing investment decisions depending on investor interpretation. These findings suggest that, within the Thai capital market, ESG has not yet emerged as a definitive driver of firm value or operational performance, but it plays a crucial role as a mechanism for risk mitigation and financial stability. Investors, however, continue to rely more heavily on traditional financial and cash flow indicators than on ESG disclosures when making investment decisions. The results hold important implications for corporate strategy, investment practices, and governance policies in advancing ESG as a strategic factor that can be transformed into market value and a more prominent driver of investment decisions in the future.
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1. Introduction
In today’s dynamic business landscape, corporations are confronted with rapid transformations across economic, social, and environmental dimensions. As a result, organizational success can no longer be assessed solely on the basis of financial performance but must also incorporate considerations of long-term sustainability (Sullivan & Mackenzie, 2020). The concept of Environmental, Social, and Governance (ESG) has emerged as a critical evaluative framework, as it reflects corporate accountability to stakeholders and broader society (Friede, Busch, & Bassen, 2015). ESG factors not only foster investor confidence but also exert a direct influence on investment decision-making and firm valuation.

The consideration of ESG is underpinned by Freeman’s (1984) Stakeholder Theory, which posits that business operations must account for the interests of all stakeholders rather than exclusively prioritizing shareholders. In this context, ESG disclosure serves as a vital mechanism for balancing shareholder expectations with those of other stakeholder groups. Similarly, Suchman’s (1995) Legitimacy Theory asserts that organizations must sustain societal legitimacy through transparent operations and disclosures, particularly regarding ESG, in order to align with prevailing societal norms and expectations.

With respect to investment decision-making, Akerlof’s (1970) Information Asymmetry Theory explains that informational imbalances between management and investors generate risk. Accordingly, the disclosure of ESG and financial information reduces asymmetry and enhances investor confidence. This perspective aligns with Investment Decision Theory, which emphasizes that investors select firms offering favorable returns commensurate with acceptable levels of risk (Markowitz, 1952).

Empirical studies in international contexts demonstrate that ESG disclosure is positively associated with firm value and financial performance (Friede et al., 2015; Khan, Serafeim, & Yoon, 2016), while also reducing operational risks and enhancing organizational efficiency (Clark, Feiner, & Viehs, 2015). However, within the Thai context, scholarly inquiry on this issue remains limited. Existing research, such as that of Yodudom and Sutthipan (2020), Charoensuk (2024), and Moolkhum (2025), has begun to address ESG, yet comprehensive analysis of the mechanisms linking ESG indices, firm value, operational performance, bankruptcy risk, and investor decision-making is still scarce.

To address this research gap, the present study examines the impact of ESG indices on firm value, operational performance, bankruptcy risk, and investor decision-making among firms listed on the Stock Exchange of Thailand (SET). Independent variables include ESG indices (Environmental, Social, Governance) and firm value proxies (Tobin’s Q, Enterprise Value: EV). The dependent variable is investor decision-making (Dividend Yield: DY, Return on Investment: ROI, and Year-to-Date Trading Volume: YTD), supplemented by mediating variables that capture operational capacity (Net Profit Margin, ROE, ROA, TAT, CF/ROA) and bankruptcy risk (EM-Score, Z-Score, D/E ratio).

The findings of this study are expected to contribute both theoretically and practically. Theoretically, they will provide insights into whether the behavior of Thai listed firms aligns with or challenges the tenets of Stakeholder Theory, Legitimacy Theory, Agency Theory, and Information Asymmetry Theory. Practically, the results can serve as a guideline for corporate executives and financial policymakers to formulate strategies that elevate ESG standards, enhance transparency, mitigate risks, and foster competitive advantage. Moreover, the findings will support the development of a resilient and sustainable Thai capital market in the long term (Thaipat Institute, 2023).

2. Literature Review
2.1 ESG (Environmental, Social, and Governance)
The ESG concept serves as a fundamental evaluative framework that reflects corporate responsibility toward the environment, society, and sound governance. Stakeholder Theory (Freeman, 1984) posits that firms must address the expectations of multiple stakeholders rather than focusing solely on shareholders. Meanwhile, Legitimacy Theory (Suchman, 1995) emphasizes that organizations must seek social legitimacy through transparent ESG disclosure, thereby fostering trust and credibility.

Sustainability disclosure thus plays a crucial role in mitigating information asymmetry (Akerlof, 1970) and enhancing transparency for investors. International studies, such as Friede, Busch, and Bassen (2015) and Khan, Serafeim, and Yoon (2016), reveal that firms with strong ESG performance tend to exhibit higher firm value and more stable financial outcomes. Similarly, Clark, Feiner, and Viehs (2015) suggest that ESG initiatives strengthen competitive advantage and attract long-term investors.

In the Thai context, the Stock Exchange of Thailand (SET) has introduced the SET ESG Ratings and SET ESG Index as standardized benchmarks, ranging from AAA to BBB, to reflect the sustainability strength of listed firms. These indicators have become essential references for responsible investment practices.

2.2 Firm Value

Firm value reflects investors’ perceptions of a company are potential to generate future returns. It is commonly measured using Tobin’s Q (the ratio of market value to the book value of assets) and Enterprise Value (EV), which captures both market valuation and the firm’s capital structure. Agency Theory (Jensen & Meckling, 1976) suggests that conflicts of interest between managers and shareholders may prevent firm value from fully reflecting its true potential. ESG disclosure therefore functions as a mechanism to mitigate such agency conflicts. Moreover, Legitimacy Theory posits that firms demonstrating transparency and social responsibility are more likely to gain acceptance from capital markets, which in turn is reflected in higher firm value.

A considerable body of research, both domestic and international, supports this connection, finding that ESG performance exerts a positive effect on market value and investor confidence. This facilitates access to financing at a lower cost of capital and enhances long-term financial stability.

2.3 Operational Performance

Operational performance represents the extent to which firms can generate profits and utilize resources efficiently. It is typically measured through indicators such as Net Profit Margin (NPM), Return on Equity (ROE), Return on Assets (ROA), Total Asset Turnover (TAT), and Cash Flow to Return on Assets (CF/ROA).

Orlitzky, Schmidt, and Rynes (2003) demonstrated that corporate social and environmental responsibility is positively associated with financial performance, as ESG practices help reduce energy costs, minimize legal risks, and enhance managerial efficiency. Similarly, Clark et al. (2015) argue that firms with higher ESG ratings tend to gain greater trust from investors and business partners, ultimately leading to improvements in overall operational performance.

2.4 Bankruptcy Risk

The assessment of bankruptcy risk employs several models, including Altman’s Z-Score, the Emerging Market Score (EM-Score), and the Debt-to-Equity (D/E) ratio, which collectively evaluate a firm’s ability to service its debt obligations and maintain financial stability. According to Risk Theory, investment is inherently associated with uncertainty, and effective ESG management can mitigate long-term risk. Firms with strong environmental, social, and governance practices tend to exhibit lower legal and operational risks. Empirical studies in emerging markets further confirm that ESG functions as a risk mitigator, enhancing investor confidence in a firm’s stability.

2.4.1 Altman’s Z-Score Theory

The Altman Z-Score model, developed by Edward Altman (1968), was designed as a tool to predict corporate bankruptcy risk, particularly within the United States. This model employs Multiple Discriminant Analysis (MDA) to combine several financial ratios into a single predictive index. The Z-Score has gained wide international recognition due to its high accuracy in forecasting bankruptcy among publicly listed firms. However, its limitation lies in the fact that it was originally developed for U.S. firms and may not fully capture the financial realities of companies in emerging markets.

2.4.2 Emerging Market Score (EM-Score) Theory

To address the limitations of the Z-Score in emerging economies, Altman (1993) developed the Emerging Market Score (EM-Score), which recalibrates coefficient weights to better fit the financial structures of developing countries. These firms often exhibit higher leverage ratios or different asset structures compared to those in developed markets. The EM-Score has been widely adopted in research related to Asian capital markets and other emerging economies, as it more accurately reflects their distinctive financial characteristics.

Both the Z-Score and EM-Score serve as essential tools in assessing bankruptcy risk. The Z-Score is most suitable for firms operating in developed capital markets with stable financial structures, whereas the EM-Score is more appropriate for companies in developing countries such as Thailand, where debt usage and capital management differ substantially. Employing both models in tandem enhances the accuracy of financial stability assessments and provides a robust basis for examining the relationships among ESG performance, firm value, and investor decision-making.

2.5 Investment Decision

Investor decision-making is influenced by several key factors, including Dividend Yield (DY), Return on Investment (ROI), Year-to-Date Trading Volume (YTD), Earnings per Share (EPS), and stock price. These indicators align with Investment Decision Theory (Markowitz, 1952), which emphasizes maximizing returns under acceptable levels of risk, and Information Asymmetry Theory (Akerlof, 1970), which suggests that incomplete or imperfect information may lead investors to misprice firm value.

In the contemporary investment landscape, the growing prominence of Responsible Investment and Impact Investment has elevated ESG information as a central criterion considered alongside financial indicators. Institutional investors, in particular, emphasize sustainability and long-term financial stability in their investment strategies.

The extant literature demonstrates that ESG is not merely a sustainability standard reflecting corporate accountability to stakeholders but also a strategic factor that directly influences firm value, operational performance, and bankruptcy risk. These dimensions, in turn, shape investor decision-making. Therefore, examining the interrelationships among ESG, firm value, operational performance, bankruptcy risk, and investment decision not only contributes to filling academic gaps but also provides practical insights for businesses and policymakers in formulating sustainable operational strategies. Stakeholder Theory (Freeman, 1984), Legitimacy Theory (Suchman, 1995), Agency Theory (Jensen & Meckling, 1976), and Information Asymmetry Theory (Akerlof, 1970) collectively suggest that ESG serves as a mechanism to reduce information gaps, enhance credibility, and create added value for firms. These effects are reflected in improved operational performance, reduced risk exposure, and investment decisions that reinforce financial stability.

Accordingly, this study establishes a conceptual framework in which ESG indices (Environmental, Social, and Governance) and firm value are positioned as independent variables hypothesized to influence mediating variables, namely operational performance and bankruptcy risk, which ultimately affect investor decision-making in the Stock Exchange of Thailand.
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Figure 1 Conceptual Framework of the Research
3. Research Methodology
The relationship between ESG and firm value can be explained through Stakeholder Theory (Freeman, 1984), which posits that firms must address stakeholder expectations to build long-term credibility, and Legitimacy Theory (Suchman, 1995), which emphasizes that ESG disclosure enhances social legitimacy. Empirical evidence supports this view: Friede, Busch, and Bassen (2015) demonstrated a positive relationship between ESG performance, financial outcomes, and market value, while Khan, Serafeim, and Yoon (2016) revealed that firms emphasizing material ESG issues achieve higher market value and returns. In the Thai context, Yodudom and Sutthipan (2020) confirmed that ESG builds investor confidence and positively influences firm value.

H1: Environmental, Social, and Governance (ESG) indices positively influence firm value as measured by the market-to-book ratio (Tobin’s Q) among firms listed on the Stock Exchange of Thailand (SET).

H2: ESG indices positively influence firm value as measured by enterprise value (EV) among firms listed on the SET.

The Resource-Based View (Barney, 1991) further explains that ESG constitutes a strategic resource generating competitive advantage. Firms with strong environmental and social practices can reduce costs and enhance efficiency. Supporting this perspective, Orlitzky, Schmidt, and Rynes (2003) found a significant positive relationship between CSR/ESG and financial performance, while Clark, Feiner, and Viehs (2015) observed that ESG improves ROE, ROA, and asset utilization. Research in emerging markets, such as Ameer and Othman (2012), indicates that firms with high ESG scores report stronger profitability and growth than competitors.

H4: ESG indices positively influence operational performance as measured by Return on Equity (ROE) among firms listed on the SET.

H5: ESG indices positively influence operational performance as measured by Return on Assets (ROA) among firms listed on the SET.

H6: ESG indices positively influence operational performance as measured by Total Asset Turnover (TAT) among firms listed on the SET.

H7: ESG indices positively influence operational performance as measured by Cash Flow to Total Assets (CF/TA) among firms listed on the SET.

Altman’s Z-Score (1968) and the EM-Score (Altman, 1993) are widely employed to reflect corporate financial stability. ESG plays an important role in mitigating legal, operational, and market risks. Krüger (2015) showed that neglecting ESG leads to value-destroying events that elevate bankruptcy risk, whereas El Ghoul et al. (2011) reported that firms with strong ESG scores enjoy lower financing costs, reduced credit risk, and diminished bankruptcy likelihood.

H8: ESG indices negatively influence bankruptcy risk as measured by the EM-Score among firms listed on the SET.

H9: ESG indices negatively influence bankruptcy risk as measured by the Z-Score among firms listed on the SET.

H10: ESG indices negatively influence bankruptcy risk as measured by the Debt-to-Equity (D/E) ratio among firms listed on the SET.

Investment Decision Theory (Markowitz, 1952) highlights that investors weigh returns against acceptable levels of risk. Firm value indicators such as Tobin’s Q and EV reflect future return potential. Fama and French (1998) confirmed that firms with higher value generate superior returns and attract greater investor interest. Similarly, Dang et al. (2018) demonstrated that stable firm value enhances investor confidence and influences stock and dividend investment decisions.

H11: Firm value positively influences investor decision-making as measured by Dividend Yield (DY) among firms listed on the SET.

H12: Firm value positively influences investor decision-making as measured by Return on Investment (ROI) among firms listed on the SET.

H13: Firm value positively influences investor decision-making as measured by Year-to-Date trading volume (YTD) among firms listed on the SET.

Signaling Theory (Spence, 1973) posits that strong financial performance (e.g., ROE, ROA, net profit) serves as a positive signal to investors. Empirical findings support this: Chen and Zhang (2007) identified ROE and net profit as critical predictors of investment decisions, while Jegadeesh and Livnat (2006) confirmed that earnings announcements and operational performance directly affect stock prices and investor behavior.

H14: Operational performance positively influences investor decision-making as measured by Dividend Yield (DY) among firms listed on the SET.

H15: Operational performance positively influences investor decision-making as measured by ROI among firms listed on the SET.

H16: Operational performance positively influences investor decision-making as measured by YTD trading volume among firms listed on the SET.

Finally, the Risk–Return Tradeoff Theory posits that investors adjust portfolios based on risk levels. Firms with low Z-Scores or high D/E ratios are perceived as high-risk investments. Early studies by Beaver (1966) and Altman (1968) validated the predictive accuracy of bankruptcy models in assessing credit risk used in investment decisions. More recently, Campbell, Hilscher, and Szilagyi (2008) found that bankruptcy risk is negatively correlated with investor returns and overall market confidence.

H17: Bankruptcy risk negatively influences investor decision-making as measured by YTD trading volume among firms listed on the SET.

H18: Bankruptcy risk negatively influences investor decision-making as measured by ROI among firms listed on the SET.

H19: Bankruptcy risk negatively influences investor decision-making as measured by Dividend Yield (DY) among firms listed on the SET.
3.1 Sample and Data Collection Procedure

3.1.1 Sample Selection

The study population comprises 223 firms listed on the Stock Exchange of Thailand (SET) during the period 2020–2024, covering a five-year span, with data collected as of March 25, 2025. The sample includes SET-listed firms that received ESG index scores in 2024 and belong to the following industry groups: agriculture and food, resources, technology, services, industrial products, and consumer products. The sample selection criteria are as follows:

1. Firms listed on the Market for Alternative Investment (MAI) are excluded.

2. Firms in the financial sector, including banking, finance and securities, insurance, and life insurance, are excluded.

3. Firms undergoing debt restructuring or those with incomplete data required for this research are excluded.

4. Firms must have been continuously listed on the SET between 2015 and 2021, with complete datasets available for the study. Companies with detected anomalies or extreme values (outliers) are also excluded.
Table 1 Study Population Size
	No.
	Industry Group
	Abbreviation
	Number of Firms

	1
	Agriculture and Food
	AGRO
	28

	2
	Resources
	RESOURC
	27

	3
	Technology
	TECH
	17

	4
	Services
	SERVICE
	42

	5
	Industrial Products
	INDUS
	34

	6
	Finance
	FIN
	31

	7
	Property and Construction
	PROP
	34

	8
	Consumer Products
	CONSUMP
	10

	Total
	223


3.1.2 Data Collection

This study employs secondary data obtained from publicly available sources, including the official websites and databases of the Securities and Exchange Commission of Thailand (SEC), the Thaipat Institute, and the SETSMART database of the Stock Exchange of Thailand (SET). The data were collected from annual reports and Form 56-1 (or the 56-1 One Report) over a five-year period.
4. Results
4.1 Demographics and Characteristics

The research sample comprises 85 firms listed on the Stock Exchange of Thailand (SET). The majority belong to the industrial sector, accounting for 23 firms or 27.10% of the total sample. The second largest group is the property and construction sector, with 17 firms (20.00%), followed by the services sector with 15 firms (17.60%). The agriculture and food industry accounts for 13 firms (15.30%), while the resources sector comprises 12 firms (14.10%). The smallest representation is found in the technology sector, with only 5 firms (5.90%).
Table 2 Sample Size
	Industry Sector
	Number of Firms
	Percentage (%)

	Industrial
	23
	27.10

	Property and Construction
	17
	20.00

	Resources
	12
	14.10

	Services
	15
	17.60

	Agriculture and Food Industry
	13
	15.30

	Technology
	5
	5.90

	Total
	85
	100.00


4.2 Measurement Model Results

The descriptive statistics presented in Table X provide an overview of the key variables employed in this study, which examines the relationships among ESG performance, firm value, operational performance, bankruptcy risk, and investor decision-making for 85 firms listed on the Stock Exchange of Thailand (SET).

First, the ESG index shows a mean score of 2.12 (S.D. = 0.8785), ranging from 1.0 to 4.0, reflecting substantial variation in the extent of ESG disclosure across firms. This variation suggests that while some firms demonstrate strong ESG transparency, others remain at a relatively low level, consistent with findings in emerging markets where ESG adoption is still evolving (Friede, Busch, & Bassen, 2015).

With respect to firm value, Tobin’s Q exhibits a high degree of dispersion (Mean = 48,992.23; S.D. = 89,485.76), while Enterprise Value (EV) also demonstrates wide variability (Mean = 45,945.20; S.D. = 121,348.29). These results indicate heterogeneous market valuations among Thai listed firms, likely influenced by firm size, industry structure, and investor perception, in line with the perspective of Stakeholder and Legitimacy theories, which highlight the role of market confidence in driving firm valuation (Khan, Serafeim, & Yoon, 2016).

Operational performance indicators further highlight the diversity among firms. Net Profit Margin (NPM) averages 12.69% (S.D. = 12.18), while ROE and ROA average 12.51% and 9.41%, respectively, suggesting moderate efficiency in utilizing equity and assets to generate profits. TAT records a mean of 0.82, pointing to relatively efficient asset utilization, while CF/ROA averages 4,819.02, reflecting the firms’ ability to generate cash flow from their asset base. These findings are consistent with prior research (Orlitzky, Schmidt, & Rynes, 2003) indicating that operational efficiency varies significantly depending on firms’ ESG integration and management practices.

Regarding bankruptcy risk, the EM-Score model shows substantial variation (Mean = 140,455.61; S.D. = 250,436.29), while the Z-Score averages 4.509, above the conventional safety threshold of 2.99, suggesting that, on average, the sampled firms maintain stable financial positions. The D/E ratio averages 0.9388, indicating moderate leverage levels across firms. These results confirm that ESG-oriented firms may benefit from lower credit risk and enhanced financial resilience (El Ghoul et al., 2011; Krüger, 2015).

Finally, investor decision-making variables reveal that Dividend Yield (DY) averages 4.20, indicating a moderate level of dividend returns in the Thai capital market. ROI averages 0.23, reflecting relatively conservative but positive investment performance, while YTD averages 10,650.52, highlighting significant variability in market-based returns across the sample. This evidence suggests that investors continue to rely not only on traditional financial metrics but increasingly on ESG information when making portfolio decisions, supporting the shift toward responsible and sustainable investment (Clark, Feiner, & Viehs, 2015).

Overall, the descriptive statistics indicate pronounced heterogeneity across firms in ESG disclosure, valuation, operational efficiency, financial stability, and investor returns. These patterns reinforce the importance of examining how ESG interacts with firm value, operational performance, and bankruptcy risk to shape investment decisions in the Thai capital market.
Table 3 Correlation analysis results among ESG, firm value, operational performance, bankruptcy risk, and investment decision variables.”
	Variable
	Indicator
	Mean
	S.D.
	Interpretation

	ESG
	ESG Index
	2.12
	0.8785
	Variation in ESG disclosure levels across firms (range: 1.0–4.0).

	Firm Value
	Tobin’s Q
	48,992.23
	89,485.76
	Substantial disparities between market and book values.

	
	Enterprise Value (EV)
	45,945.20
	121,348.29
	Wide distribution of firm valuations in the sample.


	Operational Performance
	Net Profit Margin (NPM)
	12.69
	12.18
	Indicates moderate profitability with notable variation.

	
	Return on Equity (ROE)
	12.51
	–
	Reflects firms’ efficiency in generating profit from equity.

	
	Return on Assets (ROA)
	9.41
	–
	Demonstrates firms’ ability to generate profit from assets.

	
	Total Asset Turnover (TAT)
	0.82
	–
	Indicates moderate efficiency in asset utilization.

	
	Cash Flow/ROA (CF/ROA)
	4,819.02
	–
	Reflects firms’ ability to generate cash flow from assets.

	Bankruptcy Risk
	EM-Score Model
	140,455.61
	250,436.29
	Very high variability, reflecting differences in financial stability.

	
	Z-Score Model
	4.509
	–
	Above 2.99, generally indicating financial safety.

	
	Debt-to-Equity (D/E)
	0.9388
	–
	Indicates relatively moderate leverage among firms.

	Investor Decision
	Dividend Yield (DY)
	4.20
	–
	Suggests a moderate level of dividend return.

	
	Return on Investment (ROI)
	0.23
	–
	Reflects limited but positive investment return.

	
	Year-to-Date Return (YTD)
	10,650.52
	–
	Indicates high variability in market-based returns.


The Pearson product–moment correlation coefficients were computed to examine the relationships among the independent variables, mediating variables, and dependent variables. The results, presented in Table X, indicate several statistically significant associations.

The ESG index demonstrates significant negative correlations with multiple key variables, including firm value (Tobin’s Q: r = –0.301, p < 0.01; EV: r = –0.322, p < 0.01), operational performance in terms of cash flow efficiency (CF/ROA: r = –0.371, p < 0.01), investor decision-making proxies such as return on investment (ROI: r = –0.227, p < 0.05) and year-to-date return (YTD: r = –0.222, p < 0.05), and bankruptcy risk indicators (EM-Score: r = –0.366, p < 0.01; D/E ratio: r = –0.453, p < 0.01).

These findings suggest that firms with higher ESG scores tend to report lower market-based valuations, weaker short-term cash flow performance, and reduced investor returns, while also exhibiting lower leverage and bankruptcy risk. The negative association between ESG and firm value indicators may reflect the short-term cost implications of ESG implementation, particularly in emerging markets where sustainable practices often require substantial initial investments. Moreover, the inverse relationship with CF/ROA and leverage indicators implies that ESG adoption may improve long-term financial resilience but could impose short-term constraints on liquidity and profitability.

Overall, the results indicate that ESG, while functioning as a risk mitigator, has not yet translated into strong economic or market-based advantages within the Thai capital market during the study period. This is consistent with prior studies in emerging economies suggesting that ESG may impose transitional costs before yielding tangible financial benefits (Krüger, 2015; El Ghoul et al., 2011).
4.3 Measurement Model Results

Table 4 Summary of Hypotheses Testing Results
	Hypothesis
	B
	t
	Sig.
	Results

	H1 ESG → Tobin’s
	-0.215
	-2.953
	0.004
	Not supported

	H2 ESG → EV
	0.052
	1.115
	0.268
	Not supported

	H3 ESG → NPM
	-0.127
	-1.170
	0.245
	Not supported

	H4 ESG → ROE
	-0.005
	0.963
	0.963
	Supported (negative effect)

	H5 ESG → ROA
	0.150
	1.380
	0.171
	Supported (negative effect)

	H6 ESG → TAT
	-0.0371
	-3.641
	0.000
	Tobin’s Q: Not supported; EV: Supported

	H7 ESG → CF/TA
	-0.366
	3.587
	0.001
	Not supported

	H8 ESG → EM- Score
	0.089
	-3.745

2.321
	0.420
	Tobin’s Q: Not supported; EV: –

	H9 ESG → Z-Score
	-0.453
	-4.636
	0.000
	Not supported

	H10 ESG → D/E
	-0.453
	-4.636
	0.000
	Supported for some indicators (NPM)

	H11 EV/Tobin’s Q → DY
	-0.596

0.369
	-3.745

2.321
	0.000

0.023
	Tobin’s Q: Not supported; EV: Supported

	H12 EV/Tobin’s Q → ROI
	0.269

-0.014
	0.296

-0.086
	0.078

0.932
	Not supported

	H13 EV/Tobin’s Q → Trading Vol.
	-0.596

0.369
	-3.745

2.231
	0.000

0.023
	Tobin’s Q: Not supported; EV: Supported

	H14 OP → DY
	-0.029

0.056

0.024

0.123

0.128
	-0.202

0.229

0.102

0.806

-1.102
	0.840

0.819

0.919

0.423

0.274
	Not supported

	H15 OP → ROI
	0.845

0.061

-0.052

-0.316

0.223
	3.151

0.557

-0.493

-1.487

-1.102
	0.000

0.579

0.623

0.141

0.628
	Supported for some indicators (NPM)

	H16 OP → Trading Vol.
	-0.052

0.588

-0.458

-0.316

0.223
	-0.399

2.630

-2.115

-2.242

2.084
	0.691

0.010

0.038

0.028

0.040
	Supported for some indicators (ROE, CF/ROA)

	H17 Risk → Trading Vol.
	-0.323
	-2.501
	0.014
	Supported (negative effect)

	H18 Risk → ROI
	-0.151

-0.093

0.018
	-1.249

-0.760

0.135
	0.215

0.449

0.893
	Supported (negative effect)

	H19 Risk → Trading Vol.


	0.102

-0.080

0.329
	0.925 

-0.713 

2.706
	0.358

0.478

0.008
	D/E ratio: Supported (positive effect), others: Not supported


This study tested 19 hypotheses to examine the impact of Environmental, Social, and Governance (ESG) indices on firm value, operational performance, and bankruptcy risk, as well as the influence of these factors on investment decision-making in the Thai capital market. The results can be summarized as follows:

1. The effect of ESG on firm value (H1–H2)

The ESG index does not demonstrate the expected positive effect on firm value. For Tobin’s Q (H1), a significant negative relationship was found (B = –0.215, t = –2.953, Sig. = 0.004), while Enterprise Value (EV) (H2) showed no statistically significant relationship (B = 0.052, t = 1.115, Sig. = 0.268). These findings suggest that ESG is not yet perceived by Thai investors as a value-enhancing factor.

2. The effect of ESG on operational performance (H3–H7)

The results of hypotheses H3–H5 indicate that ESG has no significant influence on profitability measures, including NPM (B = –0.127, t = –1.170, Sig. = 0.245), ROE (B = –0.005, t = 0.963, Sig. = 0.963), and ROA (B = 0.150, t = 1.380, Sig. = 0.171). In contrast, for TAT (H6) and CF/TA (H7), while statistically significant relationships were observed (Sig. < 0.01), the coefficients were negative (TAT: B = –0.371, t = –3.641; CF/TA: B = –0.366, t = –3.587). This contradicts the hypotheses and suggests that ESG initiatives may impose short-term costs that reduce operational efficiency.

3. The effect of ESG on bankruptcy risk (H8–H10)

For Hypothesis 8 (ESG → EM-Score), no significant relationship was observed (B = 0.089, t = –3.745, Sig. = 0.420). However, for Z-Score (H9) and D/E Ratio (H10), significant negative associations were found (B = –0.453, t = –4.636, Sig. = 0.000), supporting the expectation that ESG practices contribute to financial risk reduction and strengthen organizational stability.

4. The effect of firm value on investment decision-making (H11–H13)

Enterprise Value (EV) shows a significant positive influence on Dividend Yield (DY) and trading volume (e.g., EV: B = 0.369, t = 2.321, Sig. = 0.023). By contrast, Tobin’s Q demonstrates a significant negative effect (B = –0.596, t = –3.745, Sig. = 0.000). For ROI (H12), no significant relationship was found. These results suggest that Thai investors place greater emphasis on EV than on Tobin’s Q when making investment decisions. 

5. Conclusion, Discussion, and Recommendation
5.1 Conclusion

This study aims to analyze the impact of Environmental, Social, and Governance (ESG) indices on firm value, operational performance, bankruptcy risk, and investor decision-making among companies listed on the Stock Exchange of Thailand (SET), with a particular focus on testing the relationships between financial variables and strategic sustainability factors.

The findings reveal that ESG indices, overall, do not exhibit a clear positive influence on firm value and operational performance. On the contrary, certain indicators, such as Tobin’s Q, Return on Assets (ROA), and Total Asset Turnover (TAT), show significant negative effects. These results suggest that the short-term costs associated with environmental and social initiatives, along with insufficient ESG disclosure, may limit the immediate economic benefits perceived by investors. Nonetheless, ESG demonstrates a crucial role in risk reduction, as evidenced by significant negative relationships with the Z-Score and Debt-to-Equity (D/E) ratio, reflecting enhanced financial stability and stronger capital structures.

In terms of firm value and operational performance influencing investment decisions, the results indicate that specific measures, including Enterprise Value (EV), Net Profit Margin (NPM), Return on Equity (ROE), and Cash Flow to Return on Assets (CF/ROA), exhibit significant positive associations with investor decisions. By contrast, Tobin’s Q, ROA, and TAT show negative effects. The D/E ratio demonstrates a complex influence, exhibiting both positive and negative associations depending on investor interpretation, underscoring the intricate role of capital structure in shaping market confidence.

In conclusion, this study suggests that ESG in the Thai capital market has not yet emerged as a driver of firm value or operational performance comparable to its role in developed markets. Instead, ESG functions primarily as a risk mitigator that enhances financial resilience. At the same time, Thai investors continue to place greater emphasis on traditional financial and accounting-based indicators than on ESG factors. Therefore, integrating ESG into corporate strategy, combined with transparent disclosure practices and a focus on material issues, constitutes a critical condition for ESG to become a more influential determinant of firm value and investment decision-making in the future.

5.2 Discussion

This study examines the impact of Environmental, Social, and Governance (ESG) indices on firm value, operational performance, and bankruptcy risk, and investigates whether these factors influence the investment decisions of Thai investors. The analysis is based on data from firms listed on the Stock Exchange of Thailand (SET).

The results of hypotheses 1–10 indicate that ESG does not exhibit a significant positive effect on firm value or operational performance. On the contrary, negative effects were observed in certain cases, such as Tobin’s Q, Total Asset Turnover (TAT), and Cash Flow to Total Assets (CF/TA). These findings suggest that ESG practices may impose additional short-term costs that exert downward pressure on financial outcomes, while ESG disclosure remains insufficient for investors to fully integrate into firm valuation. Nevertheless, the findings highlight ESG’s critical role as a risk mitigation mechanism, particularly in reducing the Debt-to-Equity (D/E) ratio and strengthening financial stability, thereby lowering bankruptcy risk.

With respect to hypotheses 11–19, which examine the influence of firm value, operational performance, and bankruptcy risk on investment decision-making, the evidence suggests that Thai investors continue to rely more heavily on traditional financial and cash flow indicators than on ESG. Enterprise Value (EV), Net Profit Margin (NPM), Return on Equity (ROE), and Cash Flow to Return on Assets (CF/ROA) demonstrate significant positive associations with investment decisions, whereas Tobin’s Q, Return on Assets (ROA), and TAT display significant negative relationships. The D/E ratio reveals a complex influence: for some investors, it represents a financial risk to be avoided, while for others it is perceived as an opportunity to achieve higher returns through leverage.

Overall, this study demonstrates that ESG has not yet emerged as a primary driver of firm value or operational performance in the Thai capital market, unlike in more developed markets. Instead, ESG plays an essential role as a mechanism for financial risk reduction. Meanwhile, investors remain anchored to traditional fundamentals such as profitability, cash flow, and enterprise value in making investment decisions. Therefore, integrating ESG into corporate strategies and enhancing the transparency and materiality of ESG disclosures represent crucial conditions for ESG to realize its potential as a driver of value creation and investment decision-making in the future.

5.3 Recommendation

Based on the findings, several key recommendations are proposed for corporations, investors, and policymakers:

1) For Corporations

· Integrate ESG into long-term strategic planning rather than viewing it as a compliance requirement.

· Improve the transparency, quality, and materiality of ESG disclosures to ensure that investors can clearly see the link between sustainability initiatives and financial outcomes.

· Emphasize the role of ESG in strengthening financial stability and mitigating bankruptcy risk to shift investor perceptions.

2) For Investors

· Incorporate ESG into investment decision-making as part of a broader risk management framework, recognizing its importance in enhancing long-term financial resilience.

· Avoid relying solely on short-term profitability metrics and instead adopt a balanced perspective that includes ESG, profitability, and capital structure indicators.

· Recognize the complex influence of the D/E ratio and evaluate ESG practices as signals of responsible leverage management.

3) For Policymakers and Regulators

· Establish stronger ESG disclosure requirements that emphasize comparability, consistency, and materiality across firms and industries.

· Promote investor education programs highlighting the financial relevance of ESG in long-term value creation.

· Introduce incentives such as tax benefits, preferential financing, or recognition schemes for firms with strong ESG performance, thereby encouraging widespread adoption of ESG standards.

In summary, while ESG has not yet become a primary driver of firm value or operational performance in Thailand, it has proven to be a vital mechanism for risk mitigation and financial stability. Strengthening ESG integration, enhancing disclosure standards, and aligning corporate strategies with sustainability principles will be essential steps for ESG to evolve into a significant determinant of firm value and investment decision-making in the Thai capital market.
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