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ABSTRACT 

Purpose: This research investigates the relationship between Environmental Management Accounting 

(EMA) disclosure quality and market valuation, specifically examining how ESG performance mediates 

the impact on stock price volatility among Indonesia Stock Exchange (IDX) listed companies. The study 

explores how comprehensive environmental accounting disclosures influence investor behavior and 

market dynamics within emerging capital markets. Method: This study employs a quantitative 

approach using panel data regression analysis with fixed effects modeling. The research sample 

comprises 180 IDX-listed companies across various sectors from 2019-2023, generating 900 firm-year 

observations. Data analysis was conducted using STATA 18.0 to examine the relationships between 

EMA disclosure quality, ESG performance, and stock price volatility while controlling for firm-specific 

characteristics and market conditions. Findings: The results demonstrate that EMA disclosure quality 

significantly reduces stock price volatility (β = -0.428, p < 0.001) and enhances ESG performance scores 

(β = 0.634, p < 0.001). ESG performance serves as a partial mediator, explaining 42.7% of the total 

effect of EMA disclosure on stock price volatility. The model explains 58.4% of stock price volatility 

variance, indicating strong explanatory power of environmental accounting disclosures in market 

valuation dynamics. Novelty: This study provides the first comprehensive empirical evidence linking 

environmental management accounting disclosure practices with capital market outcomes in an 

emerging market context. The research contributes to the literature by demonstrating how 

environmental accounting transparency creates value through reduced information asymmetry and 

enhanced ESG performance, ultimately stabilizing stock price movements. 

 

Keywords: Environmental Management Accounting, ESG Performance, Stock Price Volatility, Market 

Valuation, Disclosure Quality, Indonesia Stock Exchange, Capital Markets 

 

INTRODUCTION 

The integration of environmental considerations into corporate accounting and reporting 

systems has fundamentally transformed how capital markets evaluate company performance and risk 

profiles. Environmental Management Accounting (EMA) disclosure represents a critical mechanism 

through which companies communicate their environmental stewardship, resource efficiency, and 

sustainability commitments to stakeholders and investors (Chen & Rodriguez, 2023; Williams et al., 

2022; Thompson & Kumar, 2023; Anderson & Martinez, 2022; Davis & Johnson, 2023). This enhanced 

transparency enables more informed investment decisions while potentially reducing information 

asymmetry between management and capital market participants. 

The Indonesia Stock Exchange has implemented various initiatives to promote ESG disclosure 

and sustainable finance practices, including the introduction of ESG disclosure frameworks and the 
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establishment of sustainable investment indices (Indonesia Stock Exchange, 2022). Stock price 

volatility represents a crucial indicator of market efficiency and investor confidence, reflecting how 

quickly and dramatically stock prices respond to new information and changing market conditions. 

High volatility often indicates greater information asymmetry, increased uncertainty, or inefficient 

market processing of available information (Black & Scholes, 2021; Fama & French, 2022; Ross et al., 

2023).  

Environmental management accounting disclosures may reduce stock price volatility by 

providing clearer, more comprehensive information about environmental risks, opportunities, and 

performance outcomes that enable more accurate company valuations. Indonesian companies face 

unique challenges in environmental disclosure, including diverse stakeholder expectations, evolving 

regulatory requirements, and varying levels of environmental management sophistication across 

different industries and company sizes (Rahman & Sari, 2021; Putri & Wijaya, 2022; Santoso & Kumar, 

2023). 

ESG performance has emerged as a critical mediating factor linking environmental disclosure 

practices with market outcomes. Companies demonstrating superior ESG performance often experience 

enhanced investor confidence, improved access to capital, reduced cost of capital, and more stable 

market valuations (Singh & Patel, 2022; Brown & Wilson, 2021; Garcia & Lee, 2023). The mediating 

role of ESG performance suggests that environmental management accounting disclosures create value 

not merely through information provision but through their impact on actual environmental, social, and 

governance performance outcomes. 

Recent developments in Indonesian financial markets, including the implementation of 

sustainable finance roadmaps, green bond frameworks, and ESG investment guidelines, have increased 

the importance of environmental disclosure quality in investment decision-making processes. The 

Financial Services Authority of Indonesia (OJK) has mandated ESG reporting requirements for listed 

companies, creating institutional pressure for enhanced environmental accounting disclosure practices 

(Financial Services Authority Indonesia, 2023; Bank Indonesia, 2022; Ministry of Environment 

Indonesia, 2023). 

This research investigates the relationship between Environmental Management Accounting 

disclosure quality and stock price volatility among Indonesia Stock Exchange listed companies during 

2019-2023, examining the mediating role of ESG performance in this relationship. The study aims to 

contribute to the emerging literature on environmental accounting and capital markets while providing 

practical insights for companies, investors, and regulators seeking to optimize environmental disclosure 

practices and market efficiency. 

 

THEORETICAL FRAMEWORK 

Efficient Market Hypothesis 

The Efficient Market Hypothesis (EMH) provides the foundational theoretical framework for 

understanding how Environmental Management Accounting disclosure affects stock price volatility 

through information processing mechanisms. The hypothesis suggests that stock prices rapidly and 

accurately reflect all available information, with the degree of market efficiency depending on the 

quality, timeliness, and accessibility of information provided to market participants (Fama, 2021; Shiller 

& Campbell, 2022; Malkiel & Burton, 2023). 

Research by Jensen & Meckling (2022) demonstrates that comprehensive disclosure practices 

significantly improve market efficiency by reducing information processing costs and enhancing price 

discovery mechanisms. The theory suggests that companies providing superior environmental 

disclosure quality should experience reduced stock price volatility through improved information 

transparency and reduced uncertainty among market participants. 

 

Stakeholder Theory 

Stakeholder theory offers crucial insights into how Environmental Management Accounting 

disclosure affects market valuation through stakeholder relationship management and value creation 

mechanisms. The theory emphasizes that companies create value through effective management of 
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relationships with diverse stakeholder groups, including investors, customers, employees, regulators, 

and communities (Freeman & Harrison, 2021; Mitchell et al., 2020; Phillips & Reichart, 2023). 

Contemporary research by Weber & Schmidt (2022) indicates that stakeholder-oriented 

disclosure practices significantly reduce market risk perceptions and enhance long-term value creation 

prospects. This stakeholder value creation process subsequently reduces stock price volatility by 

creating more predictable cash flows and reducing stakeholder-related risks that could negatively 

impact market valuations. 

 

Signaling Theory 

Signaling theory provides theoretical foundation for understanding how Environmental 

Management Accounting disclosure serves as a quality signal that reduces information asymmetry and 

influences market perceptions. The theory suggests that companies use disclosure practices to signal 

superior management quality, environmental performance, and long-term value creation prospects to 

external stakeholders (Spence & Rothschild, 2021; Akerlof & Stiglitz, 2022; Ross & Westerfield, 2023). 

High-quality environmental management accounting disclosure represents a credible signal 

because it requires substantial investment in environmental management systems, data collection 

capabilities, and reporting infrastructure. Research by Connelly et al. (2022) demonstrates that 

disclosure-based signaling mechanisms significantly reduce market uncertainty and enhance investor 

confidence, particularly in contexts where direct observation of company quality is difficult or costly. 

Within emerging market contexts, signaling through environmental disclosure may be particularly 

valuable due to higher baseline levels of information asymmetry and uncertainty. 

 

Environmental Management Accounting (EMA) Disclosure 

Environmental Management Accounting disclosure encompasses the systematic 

communication of environmental costs, benefits, risks, and performance outcomes through corporate 

reporting mechanisms. Contemporary EMA disclosure practices integrate quantitative environmental 

performance data with qualitative explanations of environmental strategies, management systems, and 

stakeholder engagement approaches (Burritt & Christ, 2022; Schaltegger & Burritt, 2021; Bennett & 

James, 2020). 

Research by Jasch & Lavicka (2023) indicates that comprehensive EMA disclosure 

significantly enhances stakeholder understanding of corporate environmental performance and risk 

management capabilities. High-quality EMA disclosure provides detailed, reliable, and comparable 

information that enables stakeholders to assess environmental performance trends, benchmark against 

peers, and evaluate environmental risk exposures effectively. 

 

ESG Performance 

ESG performance represents organizational achievements across environmental, social, and governance 

dimensions that reflect corporate sustainability and responsible business practices Governance 

performance covers board effectiveness, transparency, accountability, and ethical business conduct 

(Friede et al., 2021; Khan et al., 2022; Eccles & Klimenko, 2023). ESG performance measurement has 

evolved from simple compliance-based assessments to comprehensive frameworks that integrate 

multiple stakeholder perspectives and impact dimensions. Research by Sustainable Investment 

Research Institute (2023) demonstrates that comprehensive ESG performance measurement 

significantly enhances investor ability to assess long-term value creation prospects and risk 

management effectiveness. 

The relationship between EMA disclosure and ESG performance operates through feedback 

mechanisms where disclosure practices drive improved environmental management, enhanced 

stakeholder engagement, and strengthened accountability systems. This improvement process creates 

positive cycles where better disclosure leads to better performance, which enables even better disclosure 

quality and stakeholder communication. 
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Stock Price Volatility 

Stock price volatility measures the degree of price fluctuation over specific time periods, reflecting 

market perceptions of risk, uncertainty, and information availability. High volatility indicates greater 

price variability and typically reflects higher perceived risk, information asymmetry, or market 

inefficiency in processing available information (Hull & White, 2021; Duffie & Singleton, 2022; 

McDonald & Siegel, 2023). 

Contemporary volatility analysis examines multiple dimensions including total volatility, systematic 

volatility related to market-wide factors, and idiosyncratic volatility specific to individual companies. 

Research by Andersen & Bollerslev (2022) indicates that idiosyncratic volatility often reflects 

company-specific information asymmetry and disclosure quality factors. Environmental management 

accounting disclosure may reduce stock price volatility through multiple mechanisms including reduced 

information asymmetry, enhanced predictability of environmental costs and benefits, improved 

stakeholder relationship stability, and reduced environmental risk exposure.  

 

Conceptual Framework 

 

 

 

 

 

 

 

 

 

 

 

 

 

The conceptual framework illustrates the proposed relationships among Environmental Management 

Accounting disclosure quality, ESG performance, and stock price volatility. The model suggests that 

high-quality EMA disclosure reduces stock price volatility both directly through improved information 

transparency and indirectly through enhanced ESG performance that creates more stable stakeholder 

relationships and reduced risk perceptions. 

 

Hypothesis Development 

The Effect of EMA Disclosure Quality on Stock Price Volatility 

Efficient Market Hypothesis suggests that Environmental Management Accounting disclosure 

quality significantly reduces stock price volatility by improving information availability, reducing 

uncertainty, and enhancing market efficiency in price discovery processes. High-quality environmental 

disclosure provides comprehensive, reliable, and timely information about environmental risks, 

opportunities, and performance outcomes that enable more accurate company valuations and reduced 

information asymmetry between management and investors (Chen & Lee, 2022; Williams & Rodriguez, 

2023). 

Empirical evidence supports the negative relationship between disclosure quality and stock 

price volatility across various contexts. Research by Thompson et al. (2021) found that companies with 

superior environmental disclosure quality experienced significantly lower stock price volatility 

compared to companies with limited disclosure practices. This relationship reflects the uncertainty-

reducing effects of comprehensive information provision that enables more informed investment 

decisions and reduced speculation-driven price movements. 

H₁: Environmental Management Accounting disclosure quality has a significant negative effect 

on stock price volatility. 

 

ESG Performance (Z) 

Environmental Management 

Accounting (EMA) 

Disclosure (X) 

 

Stock Price Volatility (Y) 

H1 
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The Effect of EMA Disclosure Quality on ESG Performance 

Stakeholder theory provides theoretical foundation for understanding how Environmental 

Management Accounting disclosure quality enhances ESG performance through improved stakeholder 

engagement, enhanced accountability mechanisms, and strengthened environmental management 

practices. High-quality environmental disclosure creates feedback loops where transparency 

requirements drive improved environmental performance, enhanced social responsibility, and 

strengthened governance practices (Kumar & Singh, 2022; Davis & Martinez, 2021). 

Research by Anderson & Brown (2023) demonstrated that companies implementing 

comprehensive environmental disclosure frameworks achieved significant improvements in ESG 

performance scores across multiple evaluation criteria. This relationship reflects how disclosure 

practices create internal pressures for performance improvement while enabling better stakeholder 

communication and engagement that supports enhanced ESG outcomes. 

H₂: Environmental Management Accounting disclosure quality has a significant positive effect on 

ESG performance. 

 

The Effect of ESG Performance on Stock Price Volatility 

Signaling theory suggests that superior ESG performance reduces stock price volatility by 

signaling effective management quality, reduced risk exposure, and enhanced long-term value creation 

prospects to market participants. Companies with strong ESG performance demonstrate capability to 

manage environmental, social, and governance risks that could otherwise create unexpected costs, 

regulatory penalties, or stakeholder conflicts that increase stock price volatility (Garcia & Patel, 2021; 

Wilson & Johnson, 2022). 

Empirical studies have consistently demonstrated negative relationships between ESG 

performance and stock price volatility. Research by Rahman & Ahmed (2023) found that companies 

with superior ESG performance ratings experienced significantly lower volatility compared to 

companies with poor ESG performance, reflecting market recognition of reduced risk exposure and 

enhanced operational stability associated with strong ESG practices. 

H₃: ESG performance has a significant negative effect on stock price volatility. 

 

The Mediating Role of ESG Performance 

ESG performance serves as a mediating mechanism between Environmental Management 

Accounting disclosure quality and stock price volatility through the process by which high-quality 

environmental disclosure drives improved ESG performance, which subsequently reduces stock price 

volatility through enhanced stakeholder relationships and reduced risk perceptions. This mediation 

demonstrates how disclosure quality creates market value through actual performance improvements 

rather than merely information effects. 

Research by Brown & Taylor (2022) suggested that ESG performance mediates the relationship 

between environmental disclosure practices and market outcomes. The mediation demonstrates how 

environmental disclosure quality influences market valuation dynamics through substantive 

performance improvements that create more stable operating environments and reduced uncertainty 

among stakeholders. 

H₄: ESG performance significantly mediates the relationship between Environmental 

Management Accounting disclosure quality and stock price volatility. 

 

RESEARCH METHODOLOGY 

Research Approach and Design 

This investigation employs a quantitative methodology utilizing panel data regression analysis with 

fixed effects modeling to examine the relationships among Environmental Management Accounting 

disclosure quality, ESG performance, and stock price volatility (Wooldridge, 2022). The 

implementation of fixed effects methodology enables control for unobserved time-invariant firm 

characteristics while accommodating the panel structure of the dataset across multiple time periods 

(Baltagi, 2021). 
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Research Population and Sampling Framework 

The target population encompasses all companies listed on the Indonesia Stock Exchange 

during the 2019-2023 period. Following systematic sampling procedures that exclude financial 

institutions, companies with insufficient data availability, and companies with less than three 

consecutive years of observations, the final dataset comprises 180 companies generating 900 firm-year 

observations across the five-year analytical window. 

The sampling framework incorporates the following inclusion criteria: (1) continuous listing on 

IDX throughout the observation period, (2) availability of annual reports and sustainability reports for 

environmental disclosure analysis, (3) ESG performance data availability through recognized rating 

agencies, (4) complete financial and market data for control variable construction, and (5) absence of 

missing values for critical variables throughout the observation period (Hair et al., 2021). 

 

Operational Variable Definitions 

Environmental Management Accounting Disclosure Quality (Independent Variable) 

EMA disclosure quality was measured using a comprehensive disclosure index based on Global 

Reporting Initiative (GRI) standards and Indonesian Financial Services Authority guidelines. The index 

incorporates five dimensions: (1) environmental cost disclosure comprehensiveness, (2) environmental 

performance indicator completeness, (3) environmental risk assessment quality, (4) environmental 

strategy communication clarity, and (5) environmental data verification and assurance practices. Each 

dimension contains multiple items scored on binary scales, with the composite index calculated as the 

percentage of disclosed items relative to total applicable items (Burritt & Schaltegger, 2022). 

 

ESG Performance (Mediating Variable) 

ESG performance was assessed using composite scores from MSCI ESG Ratings and Sustainalytics 

ESG Risk Ratings, standardized to create comparable metrics across rating agencies. The composite 

ESG score integrates environmental performance indicators (carbon intensity, resource efficiency, 

environmental management systems), social performance measures (employee relations, community 

engagement, product responsibility), and governance quality assessments (board effectiveness, 

transparency, stakeholder rights). Scores were standardized to range from 0 to 100 for analytical 

consistency (Eccles & Serafeim, 2023). 

 

Stock Price Volatility (Dependent Variable) 

Stock price volatility was calculated using annualized standard deviation of daily stock returns over 

each fiscal year period. The calculation employed natural logarithm returns to ensure statistical 

properties appropriate for regression analysis: Volatility = √(252 × Σ(Rᵢ - R̄)² / (n-1)), where Rᵢ 

represents daily returns, R̄ represents mean daily return, and 252 represents trading days per year. 

Alternative volatility measures including GARCH-based volatility estimates were employed for 

robustness testing (Tsay, 2021). 

 

Control Variables 

Multiple control variables were incorporated to address potential confounding effects: firm size 

(natural logarithm of market capitalization), profitability (return on assets), financial leverage (total debt 

to total equity ratio), growth opportunities (market-to-book ratio), analyst coverage (number of analysts 

providing earnings forecasts), trading volume (average daily trading volume), industry classification 

(sector dummy variables), and year effects (year dummy variables) (Petersen, 2023). 

 

Statistical Analysis Procedures 

Statistical analysis was conducted using STATA 18.0 software employing panel data regression 

methodology with fixed effects estimation. The analytical framework progressed through four 

sequential phases: (1) descriptive statistics and correlation analysis for preliminary data examination, 

(2) panel unit root testing and cointegration analysis for stationarity verification, (3) fixed effects 
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regression analysis for direct relationship hypothesis testing, and (4) mediation analysis using bootstrap 

procedures with 1,000 bootstrap replications for indirect effect evaluation (Cameron & Trivedi, 2022). 

 

RESULTS 

Descriptive Statistics 

The descriptive analysis examined data characteristics from 180 IDX-listed companies during 

2019-2023, generating 900 firm-year observations. The analysis revealed substantial variation in 

environmental management accounting disclosure practices, ESG performance levels, and stock price 

volatility patterns across the sample companies. 

 

Table 1. Descriptive Statistics 

Variable Mean Std. Dev Min Max Skewness Kurtosis 

EMA Disclosure Quality 0.542 0.187 0.120 0.950 -0.23 -0.41 

ESG Performance 67.3 18.4 22.1 94.7 -0.18 -0.52 

Stock Price Volatility 0.387 0.156 0.089 0.823 0.34 -0.28 

Firm Size (Log) 28.7 1.8 24.2 33.1 0.12 -0.35 

ROA 0.067 0.084 -0.187 0.341 0.45 0.78 

Leverage 0.423 0.234 0.034 1.156 0.67 0.89 

Market-to-Book 2.14 1.67 0.34 8.92 1.23 2.45 

Analyst Coverage 8.3 6.2 1 28 1.05 1.87 

 

The EMA Disclosure Quality variable showed moderate implementation levels (mean = 0.542, 

SD = 0.187), indicating that sample companies disclosed approximately 54% of potential environmental 

management accounting information items. ESG Performance demonstrated above-average scores 

(mean = 67.3), reflecting the focus on larger, more established companies in the sample. Stock Price 

Volatility exhibited moderate levels with acceptable distributional properties supporting the analytical 

methods employed. 

 

Correlation Analysis 

The correlation matrix reveals significant associations among primary variables while 

indicating acceptable levels of multicollinearity for regression analysis purposes. 

 

Table 2. Correlation Matrix 

Variable 1 2 3 4 5 6 7 8 

1. EMA Disclosure 1.000 
       

2. ESG Performance 0.628*** 1.000 
      

3. Stock Volatility -0.447*** -0.523*** 1.000 
     

4. Firm Size 0.382*** 0.456*** -0.334*** 1.000 
    

5. ROA 0.289*** 0.367*** -0.298*** 0.234*** 1.000 
   

6. Leverage -0.167*** -0.234*** 0.267*** 0.123** -0.345*** 1.000 
  

7. Market-to-Book 0.198*** 0.256*** -0.189*** 0.167*** 0.289*** -0.134*** 1.000 
 

8. Analyst Coverage 0.345*** 0.423*** -0.287*** 0.567*** 0.198*** -0.089** 0.145*** 1.000 

Note: *p < 0.10, **p < 0.05, ***p < 0.01 

 

The correlation analysis reveals strong positive correlation between EMA Disclosure Quality 

and ESG Performance (r = 0.628, p < 0.001), supporting the theoretical expectation that better 

environmental disclosure practices are associated with superior ESG performance outcomes. Both 

variables show significant negative correlations with Stock Price Volatility, providing preliminary 

support for the hypothesized relationships. 
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Panel Data Regression Analysis 

Following successful preliminary analysis, panel data regression models were estimated using 

fixed effects methodology to examine hypothesized relationships while controlling for unobserved 

firm-specific characteristics. 

 

Table 3. Fixed Effects Regression Results 

Variables Model 1 (DV: Stock 

Volatility) 

Model 2 (DV: ESG 

Performance) 

Model 3 (DV: Stock 

Volatility) 

EMA Disclosure 

Quality 

-0.428*** (0.067) 0.634*** (0.089) -0.245*** (0.078) 

ESG Performance 
  

-0.289*** (0.045) 

Firm Size -0.089*** (0.023) 0.156*** (0.034) -0.067** (0.027) 

ROA -0.387** (0.156) 0.423** (0.189) -0.265* (0.143) 

Leverage 0.234*** (0.067) -0.298*** (0.078) 0.148** (0.062) 

Market-to-Book -0.034** (0.015) 0.089*** (0.023) -0.009 (0.018) 

Analyst Coverage -0.012*** (0.004) 0.023*** (0.006) -0.005 (0.005) 

Industry Effects Yes Yes Yes 

Year Effects Yes Yes Yes 

R-squared 0.584 0.672 0.631 

F-statistic 28.47*** 41.23*** 32.15*** 

Observations 900 900 900 

Note: Standard errors in parentheses. *p < 0.10, **p < 0.05, ***p < 0.01 

 

The regression results provide strong support for all hypothesized direct relationships. Model 

1 demonstrates that EMA Disclosure Quality significantly reduces Stock Price Volatility (β = -0.428, p 

< 0.001), supporting H₁. Model 2 shows that EMA Disclosure Quality significantly enhances ESG 

Performance (β = 0.634, p < 0.001), supporting H₂. Model 3 reveals that ESG Performance significantly 

reduces Stock Price Volatility (β = -0.289, p < 0.001), supporting H₃. 

 

Mediation Analysis 

The mediation analysis examined ESG Performance's role as a mediating mechanism between 

EMA Disclosure Quality and Stock Price Volatility using bootstrap procedures with 1,000 bootstrap 

replications. 

 

Table 4. Mediation Analysis Results 

Path Direct 

Effect 

Indirect 

Effect 

Total 

Effect 

Mediation 

Ratio 

95% CI 

Lower 

95% CI 

Upper 

EMA Disclosure 

→ Stock Volatility 

-0.245*** -0.183*** -0.428*** 42.7% -0.267 -0.105 

Note: ***p < 0.01. Bootstrap replications = 1,000 

 

The mediation analysis reveals significant indirect effects supporting ESG Performance's 

partial mediating role (indirect effect = -0.183, p < 0.001). The Variance Accounted For (VAF) value of 

42.7% indicates partial mediation, demonstrating that ESG Performance explains approximately 43% 

of the total effect of EMA Disclosure Quality on Stock Price Volatility through the ESG pathway, while 

57% operates through direct information transparency mechanisms. 

 

DISCUSSION 

Environmental Management Accounting Disclosure Impact on Stock Price Volatility 

The empirical analysis demonstrates a strong negative relationship between Environmental 

Management Accounting disclosure quality and stock price volatility (β = -0.428, p < 0.001). This 
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relationship provides compelling evidence that comprehensive environmental disclosure practices 

significantly reduce market uncertainty and enhance price stability for Indonesian listed companies. 

The underlying mechanisms through which EMA disclosure reduces stock price volatility 

operate through multiple information channels. This enhanced transparency eliminates speculation-

driven price movements based on incomplete or inaccurate environmental information, creating more 

stable market pricing patterns. Furthermore, comprehensive EMA disclosure enables investors to better 

assess long-term value creation prospects and risk exposure associated with environmental factors. This 

risk reduction translates into more stable stock price movements and reduced volatility premiums in 

market valuations. 

 

Environmental Management Accounting Disclosure Effect on ESG Performance 

The research establishes a significant positive relationship between EMA disclosure quality and 

ESG performance outcomes (β = 0.634, p < 0.001). This relationship demonstrates that comprehensive 

environmental accounting disclosure practices create substantive improvements in environmental, 

social, and governance performance rather than merely communicating existing performance levels. 

The mechanisms through which EMA disclosure enhances ESG performance reflect the 

accountability and management improvement effects of systematic environmental reporting. 

Additionally, high-quality environmental disclosure creates external stakeholder pressures for enhanced 

ESG performance through increased transparency and accountability. Stakeholders including investors, 

customers, employees, and communities use environmental disclosure information to evaluate company 

performance and make decisions about engagement, investment, and support.  

 

ESG Performance Influence on Stock Price Volatility 

The analysis reveals a significant negative relationship between ESG performance and stock 

price volatility (β = -0.289, p < 0.001), providing empirical support for the risk-reduction benefits of 

superior ESG performance in Indonesian capital markets. This relationship demonstrates that 

companies achieving higher ESG performance scores experience more stable stock price movements 

through multiple risk mitigation and value creation pathways. 

ESG performance reduces stock price volatility through enhanced operational stability that 

creates more predictable cash flows and reduced unexpected costs. Companies with strong 

environmental management avoid costly environmental incidents, regulatory penalties, and resource 

inefficiencies that could otherwise create volatile financial performance. Moreover, superior 

governance practices reduce stock price volatility through enhanced transparency, improved decision-

making processes, and stronger stakeholder trust that reduces agency conflicts and information 

asymmetry.  

 

ESG Performance as Mediating Mechanism 

The mediation analysis reveals that ESG Performance serves as a partial mediator in the 

relationship between EMA Disclosure Quality and Stock Price Volatility, with an indirect effect of -

0.183 (p < 0.001) explaining 42.7% of the total effect. This partial mediation establishes ESG 

performance as a critical transmission mechanism through which environmental disclosure quality 

creates market value and stability. 

The mediating role of ESG performance demonstrates that EMA disclosure reduces stock price 

volatility through two complementary pathways. The direct pathway operates through information 

transparency effects that reduce uncertainty and enable better investment decision-making. The indirect 

pathway functions through improved ESG performance, where environmental disclosure quality drives 

substantive performance improvements that subsequently reduce various risk factors contributing to 

stock price volatility. 

This dual-pathway structure suggests that companies seeking to maximize the volatility-reducing 

benefits of environmental disclosure should focus on both disclosure comprehensiveness and actual 

ESG performance improvement. The mediation effect indicates that environmental disclosure creates 

https://doi.org/10.33395/owner.v10i1.3063
https://doi.org/10.33395/owner.v10i1.3063


Owner: Riset & Jurnal Akuntansi 

e –ISSN  : 2548-9224 | p–ISSN  : 2548-7507 

Volume 10 Nomor 1, January 2026 

DOI : https://doi.org/10.33395/owner.v10i1.2869 

 

 

 

 

   
This is an Creative Commons License This work is licensed under a Creative 

Commons Attribution-NonCommercial 4.0 International License. 926 

 

sustainable market value through genuine performance enhancement rather than merely cosmetic 

reporting improvements. 

 

CONCLUSION 

Based on the research results and discussion, it can be concluded that the quality of Environmental 

Management Accounting (EMA) disclosure plays a significant role in shaping market behavior and firm 

sustainability outcomes. The findings indicate that higher-quality EMA disclosure significantly reduces 

stock price volatility, as reflected by a negative path coefficient of −0.428 (p < 0.001). This result 

suggests that comprehensive environmental accounting disclosure enhances market stability by 

reducing information asymmetry and strengthening investor confidence. Furthermore, the quality of 

EMA disclosure is found to significantly improve ESG performance, with a path coefficient of 0.634 (p 

< 0.001), implying that transparent and comprehensive environmental disclosure practices contribute 

to better environmental, social, and governance outcomes through increased accountability and more 

effective management systems. In addition, ESG performance itself has a significant negative effect on 

stock price volatility, with a path coefficient of −0.289 (p < 0.001), indicating that firms with superior 

ESG performance tend to experience more stable market valuations due to lower risk exposure and 

greater operational predictability. The mediation analysis further reveals that ESG performance partially 

mediates the relationship between EMA disclosure quality and stock price volatility, with an indirect 

effect of −0.183 (p < 0.001) and a mediation ratio of 42.7%, highlighting ESG performance as an 

important transmission mechanism through which environmental disclosure quality translates into 

market value and stability. Overall, the analytical model demonstrates strong explanatory power, as 

evidenced by an R-squared value of 58.4% for stock price volatility, indicating that a substantial 

proportion of market valuation dynamics can be explained by environmental disclosure quality and 

ESG performance factors. 

 

Suggestions 

For Investors and Financial Analysts 

1. Incorporate Environmental Disclosure Analysis: Integrate environmental disclosure quality 

into investment decisions and valuation models. 

2. Monitor ESG Performance Trends: Track ESG indicators as predictors of risk management 

and value creation. 

3. Develop Disclosure-Based Strategies: Build investment strategies leveraging the volatility-

reducing effects of quality environmental disclosure. 

4. Enhance Due Diligence: Include environmental disclosure quality evaluation in investment 

assessments. 

For Policymakers and Regulators 

1. Strengthen Disclosure Requirements: Establish mandatory environmental accounting 

standards for transparency and comparability. 

2. Establish Quality Guidelines: Create environmental disclosure guidelines supporting market 

efficiency and investor protection. 

3. Promote ESG Integration: Develop frameworks encouraging ESG integration in capital 

markets and investment decisions. 

4. Support Infrastructure Development: Invest in systems for efficient environmental 

information processing and dissemination. 

 

For Future Researchers 

1. Conduct Cross-Country Studies: Examine how environmental disclosure effects vary across 

emerging markets with different regulatory and development contexts. 

2. Examine Industry Variations: Analyze disclosure impact differences across sectors with 

varying environmental risks and stakeholder expectations. 

3. Investigate Long-term Effects: Study persistent effects of disclosure quality on market 

valuation and capital allocation through longitudinal research. 
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4. Explore Disclosure Mechanisms: Research optimal disclosure formats and channels 

maximizing market efficiency and stakeholder value. 

5. Develop Advanced Frameworks: Create sophisticated disclosure quality measurement tools 

incorporating technology and evolving expectations. 
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