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Abstract

This study aims to bridge Environmental, Social, and Governance (ESG) principles with the Sustainable Development Goals (SDGs),

particularly related to clean air and water, through the role of the Corporate Social Responsibility (CSR) committee in the utility sector.

As global awareness of climate change rises, utility companies worldwide are adopting ESG strategies to reduce carbon emissions,

improve energy efficiency, and manage water resources. This research proposes a new evaluation framework to assess the contribution of
utility companies to achieving SDGs focused on air and water guality. Using data from annual reports and Refinitiv LSEG, the

study examines the relationship between ESG scores, asset size, debit-to-equity ratio, and the moderating role of CSR commiittees in
achieving SDG goals. Regression analysis results indicate that ESG scores have a significant positive influence on company contributions
to achieving SD G, especially in terms of clean air and water guality. Additionally, the CSR committee acts as an effective moderator
in optimizing asset use and managing company debt to meet sustainability goals. This study provides both theoretical and practical
contributions to support evidence-based decision-mafking for more sustainable policies in the utility sector.

Keywords: Environmental, Social, and Governance (ESG), Sustainable Develgpment Goals (SDGs), CSR Committee, Utility

Sector.

Introduction

The escalating issues of climate change, pollution, and dwindling natural resources necessitate immediate
action on a global scale. The pressing global concern of clean air and safe water is intensified by growing
industrial pollution and environmental destruction (World Health Otrganization, 2018). Irresponsible
industrial activities hinder the achievement of sustainable development due to neglect of clean air and water
quality (Naqvi et al., 2023). Due to the heightened awareness of climate change and social impacts through
the Sustainable Development Goals, companies now prioritize fulfilling their commitments to sustainable
development goals and adhering to more demanding ESG standards (Sullivan & Mackenzie, 2017). The
global trend for utility companies incorporating Environmental, Social, and Governance (ESG) strategies
has risen dramatically (Nicolo et al., 2023).

Adopting ESG principles offers companies the transparency needed to demonstrate their contributions to
the SDGs via eco-friendly business practices. In response to the shift toward a low-carbon economy,
utilities worldwide are dedicating resources to renewable energy, energy efficiency, and water management.
Utilities are now adopting strategies to reduce carbon emissions, enhance community engagement, and
promote transparency in governance (Zhang et al., 2020). Adhering to stricter government regulations and
enhancing stakeholder reputation through ESG practices not only improves financial performance but also
heightens competitiveness (IKKhan et al., 2019; El Ghoul et al., 2011).

In the transition to a low-carbon economy and the achievement of SDG goals, particularly climate action
and clean energy delivery, the utility industry plays a pivotal role in natural resource use and energy
production. Utilities' adoption of ESG standards enhances operational efficiency, lessens environmental
impact, and addresses stakeholders' calls for transparency and sound management practices. The major
challenges confronting the utilities sector in both developed and developing nations reveal the true concerns
related to ESG and SDGs. Critics argue that emissions from fossil-based power plants in developed nations

! Faculty of Economics and Business, Universitas Sebelas Maret, Surakarta, Indonesia. E-mail: suptiyono60@staff.uns.ac.id

2 Faculty of Economics and Business, Universitas Sebelas Maret, Surakarta, Indonesia. E-mail: muhtadfadly@student.uns.ac.id

3 Faculty of Economics and Business, Universitas Sebelas Maret, Surakarta, Indonesia. E-mail: didikprasetyanto@student.uns.ac.id
4 Faculty of Economics and Business, Universitas Sebelas Maret, Surakarta, Indonesia. E-mail: dj.risca@gmail.com

3419


https://ecohumanism.co.uk/joe/ecohumanism
https://doi.org/10.62754/joe.v3i7.4474

Journal of Ecohumanism

2024

Volume: 3, No: 7, pp. 3419 — 3432

ISSN: 2752-6798 (Print) | ISSN 2752-6801 (Online)

https://ecohumanism.co.uk/joe/ecohumanism

DOI: https://doi.org/10.62754/joc.v3i7.4474

like the US negatively affect urban air quality (Brown et al., 2020). Industrial waste significantly
contaminated water sources, leading to health hazards. In Flint, Michigan, ESG promises proved incorrect

due to infrastructure failures that led to the water crisis (Hanna & Zuberi, 2016).

In developing nations like India and Indonesia, water pollution intensifies the issue of inadequate clean
water access (Kumar & Singh, 2021). Untreated industrial and domestic waste is the leading contributor of
pollution. The poor air quality caused by the combustion of fossil fuels and deforestation worsens the
problem. In both countries, utilities grapple with ESG commitments, economic challenges, and insufficient
infrastructure. Strengthening policy, increasing green infrastructure investment, and integrating
technological advancements into the utilities sector are essential to attain the desired air and water quality
improvements necessary to achieve SDGs targets.

An environmental economics perspective is essential for researching clean water and air as it relates these
environmental issues to socio-economic well-being and sustainable development (Agarwal & Sharma,
2022). Clean water and quality air, regarded as essential resources from an economic perspective, are termed
as public goods. Economic sectors like public health, labor productivity, and mitigation costs are adversely
affected when degradation such as pollution or water shortages occurs. This research is essential for
evaluating ESG strategies' effectiveness in managing environmental risks and promoting sustainable
economic growth within the SDG framework.

This research adds significant value to effective, evidence-based policy-making that fosters economic
resilience, particulatly in response to global challenges. This study aims to connect ESG strategies to SDG
targets, focusing particulatly on those associated with "Clean air and water". Financial metrics and corporate
governance mechanisms, including total assets and debt-to-equity ratio, as well as CSR Sustainability
Committees, contribute to achieving certain environmental goals.

Utility companies' financial viability and environmental responsibility management is crucial for the success
of the SDGs, presenting a detailed perspective through this approach. This model's financial integration
underscores both the significance of sustainable business practices and the accountability of companies,
particulatly those in the utilities sector, for their role in advancing the SDGs and reducing pollution. In the
utilities sector, which significantly affects ecosystems, this research underscores a recent development where
firms must priotitize profitability and social/environmental concerns. Many previous investigations have
expedited the examination of ESG's general influence, mostly distegarding the individual contribution of
each ESG component to specific Sustainable Development Goals. Zhang etal.'s (2020) study demonstrated
that ESG practices support sustainability overall, yet failed to clarify precisely how environmental elements
embellish clean air and water quality. Studies are more frequent in developed countries, whereas utilities
research is scant in developing countries. The SDGs present unique challenges for developing countries
that require further exploration (Khan et al., 2019).

Studies have primarily examined the relationship between financial and ESG factors. El Ghoul et al. (2011)
research revealed a positive correlation between financial performance and sustainability, yet it failed to
examine the influence of financial factors, such as total assets and debt ratios, on the realization of the
SDGs. Although several studies evaluate sustainability in the utlity sector using common indicators, they
fail to introduce indicators that are unique and encompassing for the water and air-related SDGs. This study
proposes a more accurate and contextual evaluation framework to fill the gap in existing research.

This study makes significant contributions to the sustainability of the utility sector, both theoretically and
in practice. This study contributes to sustainability theory's literature by examining the correlation between
financial indicators and the attainment of SDGs, while integrating ESG factors into decision making
through the introduction of the CSR Committee vatiable as a moderator. This study offers utilities clear
guidance on managing assets, debt, and equity to support the achievement of SDGs, shaping public policy
and enhancing stakeholder awareness. This study offers a point of reference for benchmarking and sharing
best practices among companies, promoting collaboration towards global sustainability objectives. This
paper contributes to both environmental economics theory and practice, as well as global initiatives to
achieve SDGs, specifically with regards to clean air and water quality.
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Literature Review
Sustainability Theory

Sustainability Theory prioritizes development that allows present needs to be met without impairing the
ability of future generations to fulfill their own needs (Brundtland Commission, 1987). A holistic
management approach that harmoniously balances economic, social, and environmental factors in a
company or organization. An entity should generate economic profits for shareholders while considering
its societal and environmental responsibilities. This theory aligns with the Triple Bottom Line principle,
introduced by John Elkington in 1997, which measutes a company's success in terms of people, planet, and
profit. Ensuring long-term sustainability involves managing natural resource use, social impacts, and
economic activity within the ecosystem's capacity. According to Sustainability Theory, companies can
achieve growth and development in an ideal state, preserving both environmental quality and social justice.

Studies on ESG factors, SDGs, and economic indicators have begun revealing their intricate connections.
The study of BRICS-11 nations indicated disparate influences of ESG factors on SDGs, necessitating
tailored strategies (Cem Istk et al.,, 2024). An empirical analysis of global companies revealed that ESG
performance negatively impacted sustainability (Rajesh & Rajendran, 2020). In ASEAN economies,
promoting green investment, clean energy consumption, and green economic growth enhance ESG
practices and advance towards SDGs across sectors (Thuy Chung Phan, 2024). The implementation of the
2030 Agenda for Sustainable Development with a greater emphasis on ESG strategies has yet to yield
significant progress towards achieving SDG goals in several areas (Ensign, 2022). The significance of
customized sustainability tactics and uniform metrics in accurately assessing advancement is underscored
by these results.

Sustainability theory, integrating various perspectives and disciplines, has grown to be a candidate grand
theory. Through a historical and interdisciplinary lens, classical political economy offers a foundation for
analyzing sustainable development (Manioudis & Meramveliotakis, 2022). An effective sustainability vision
for businesses should be concise, clear, and future-oriented (Kantabutra, 2020). Simultaneously, systems-
based approaches to corporate sustainability highlight the interconnected nature of sustainability culture,
resilience, and performance (Kantabutra, 2022). The significance of choice, place, scale, systems,
boundaries, and change are essential concepts in sustainability theory, applicable to various contexts,
including rural areas (Harrington, 2016).

An effective sustainability vision, proposed by Kantabutra in (2020), possesses conciseness, clarity, and
inspiring capability. Kantabutra and Ketprapakorn (2020) demonstrated that the incorporation of
sustainability vision and values enhances emotional commitment and results in five essential sustainability
behaviors. According to Sanchez-Planelles et al. (2022), firms with formal sustainability structures are more
effective in integrating sustainable practices than those with a silo approach. Kantabutra (2022) advanced a
theory of corporate sustainability, integrating Sustainability Culture, Resilience, and Corporate Sustainability
Performance as interconnected subsystems. This dynamic model delivers continuous learning and

adaptation to complex sustainability challenges, providing essential insights for professionals and scholars
in the field.

The SDGs are a comprehensive framework for global sustainability, addressing the interrelated themes of
people, planet, peace, prosperity, and partnerships (Rosa et al., 2020). The SDGs are a global agenda set by
the United Nations (UN) to achieve sustainable development. However, achieving these goals requires a
systems-based approach that recognizes the Earth as a complex and integrated system (Skene, 2020).
Educational institutions are a strategic tool to accelerate the achievement of the SDGs, with quality
education contributing to poverty reduction and improved health outcomes (Pasara, 2021). A goals-based
approach that links societal goals to Essential Transformation Variables can support policy development
and validation for SDG progress (Plag & Jules-Plag, 2020). While most SDG targets focus on transforming
society and the built environment, there is a need for more explicit targets that address the Earth’s life
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support systems to ensure long-term sustainability (Plag & Jules-Plag, 2020). Implementing the SDGs
requires a holistic approach that considers the interrelationships between goals and causality between

variables (Pasara, 2021).

Sustainable Development Goals (SDG)

The utilities industry's implementation of Environmental, Social, and Governance (ESG) principles aligns
with the United Nations' Sustainable Development Goals (SDGs). The United Nations' sustainable
development goals are significantly furthered by the role of the utilities industry, which encompasses energy,
water, and waste management sectors. The significance of a comprehensive approach to sustainability
within the utilities industry lies in the connection between ESG and SDG. Effectively incorporating
Environmental, Social, and Governance (ESG) factors into business strategies advances both sustainable
development objectives and the long-term stability and resilience of companies. In the utilities sector, ESG
concerns assume prominence due to its considerable influence on both the environment and society.

Utlity companies' management of greenhouse gas emissions, efficient use of natural resoutces, and
development of renewable energy significantly impacts the environmental aspect. SDG 7 and SDG 13 are
significantly impacted by this. In the utility industry, implementing robust ESG practices can facilitate the
shift to cleaner energy sources, lessen carbon emissions, and contribute to fulfilling climate change
objectives. Utility companies, viewed from a social standpoint, are essential in providing equitable access to
fundamental services like electricity and clean water, fulfilling targets for SDG 6 (Clean Water and
Sanitation) and SDG 10 (Reduced Inequality). Utility infrastructure construction necessitates consideration
for the social impact on nearby communities. Adopting socially responsible practices enhances social
sustainability and promotes inclusion. The management of utility companies encompasses transpatency,
accountability, and good governance practices. Ensuring good governance in a company contributes to
investor confidence and ethical, sustainable decisions that align with SDG 16 (Peace, Justice and Strong
Institutions). Effective governance directs infrastructure investments and technology development towards
sustainable, long-term societal benefits.

Environmental, Social, and Governance (ESG)

With globalization and heightened concerns for the environment, the framework of Environmental, Social,
and Governance (ESG) has grown crucial to measuring a company's sustainability and ethical impact
(Elkington, 1997; Khan & Moorthy, 2022). One of the main objectives of ESG is to support the Sustainable
Development Goals (SDGs), especially those related to air quality and clean water (United Nations
Development Programme [UNDP], 2020), which are related to Clean Air and Water (SDG 6 and 11), are
greatly influenced by the implementation of ESG principles (UNDP, 2020). Companies integrating ESG
strategies can achieve goals, like carbon reduction, water management, clean technology, community

engagement, and regulatory compliance, as well as generating enduring value for stakeholders (Khan &
Moorthy, 2022).

According to McKinsey & Company (2021), environmental management refers to how a company manages
the impact of its operational activities on the environment. Carbon emission reduction, waste management,
and sustainable resource use are the focus areas considered by Khan and Moorthy (2022). Adopting eco-
friendly business practices can significantly contribute to enhancing air quality and lessening water
contamination (WHO, 2019).

Social relationships are established between companies and their employees, suppliers, and nearby
communities, according to Voss & Voss (2021). Corporate social responsibility encompasses initiatives
enhancing local access to clean water and improving air quality (UNDP, 2020). Actively engaging in society
can heighten public consciousness about the significance of preserving clean air and water (Elkington,
1997).

McKinsey & Company (2021) defines governance as the management and decision-making aspect of a
company. Companies with good governance are more transparent and accountable, particularly with regard
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to their environmental impact (Khan & Moorthy, 2022). Companies can be steered towards investing in
cleaner, more efficient technologies with the help of sustainability-focused policies (WHO, 2019).

Corporate Social Responsibility (CSR) Committee

Corporate Social Responsibility (CSR) is a concept where companies voluntarily integrate social,
environmental, and economic issues into their business activities and interactions with stakeholders. CSR
not only aims to improve the company's image, but also to ensure that its business operations make a
positive contribution to society and the environment. According to Carroll (1979), CSR includes four main
dimensions: economic, legal, ethical, and philanthropic responsibilities. Economic responsibilities require
companies to operate efficiently and profitably, while legal responsibilities ensure that they comply with all
applicable laws. On the other hand, ethical responsibilities relate to behaving in accordance with moral
norms, and philanthropic responsibilities include voluntary activities for the social good.

The development of the CSR concept has undergone significant changes along with the increasing global
awareness of the importance of sustainability and the impact of business on the environment and society.
Companies today are expected to not only focus on achieving financial profits but also consider their impact
on other stakeholders such as consumers, employees, surrounding communities, and the environment. CSR
in the modern era focuses more on a more strategic and integrated approach, where companies adopt
socially and environmentally responsible business practices as part of their long-term strategy.

Studies reveal long-term benefits such as improved reputation, greater consumer loyalty, and enhanced
financial gains for organizations actively implementing Corporate Social Responsibility (CSR) programs.
Based on Porter and Kramer (2006), companies can distinguish themselves competitively by weaving social
responsibility into their innovation and operational excellence through strategic CSR. Corporate Social
Responsibility (CSR) now significantly contributes to improved business performance and benefits both
the company and the community.

The CSR Committee is instrumental in aligning the company's operations with sustainability principles per
Sustainability Theory. In this context, Sustainability Theory requires companies to not only prioritize
financial gains but also consider social and environmental consequences. The CSR Committee manages the
company's social responsibility initiatives, focusing on carbon reduction, community welfare, and
environmental preservation. This committee enables the company to not only meet regulatory requirements
but also actively participate in the advancement of sustainable development goals (SDGs). By adhering to
a robust CSR strategy, corporations reduce environmental hazards, enhance their public image, and build
long-term value for stakeholders, aligning with the principles of Sustainability Theory focusing on the
economic, social, and environmental balance within corporate management.

The CSR Committee is vital in implementing sustainability practices consistent with Sustainability Theory
(Carroll, 1999). According to Elkington (1997), Sustainability Theory underscores the significance of
companies addressing both financial profitability and the social and environmental consequences of their
operations. The CSR Committee is responsible for leading the company's efforts to minimize carbon
footprints, promote local community welfare, and protect the environment through its social responsibility
policies and programs (Freeman, 1984). The committee guarantees both regulatory compliance and active
participation in the accomplishment of sustainable development goals (SDGs) (Porter & Kramer, 2000).
Through implementing CSR strategies, companies reduce environmental risks, enhance public image, and
deliver long-term value to stakeholders, adhering to the sustainability theory's triple bottom line petrspective
(Dyllick & Hockerts, 2002).

Research Hypothesis

e H1: The higher a company's ESG score, the higher the company's contribution to achieving the
SDGs "Clean Air and Water".
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e H2: Companies with larger total assets tend to have a greater contribution to the achievement of
SDGs "Clean Air and Water".

e H3: Lower debt to equity ratio (Total Debt/Total Equity) is associated with a greater contribution
to the achievement of SDGs "Clean Air and Water".

e H4: Companies with higher capital utilization efficiency (Total Assets/Total Equity) tend to have
a greater contribution to the achievement of SDGs "Clean Air and Water".

e Hb5: CSR Committee moderates the relationship between ESG score variables, finance (Total
Assets, Total Debt/Total Equity, Total Assets/Total Equity) in achieving SDGs "Clean Air and
Watet".

Conceptual Framework

ESG

Total Assets

Y » SDGs “Clean air and water”"

Total Debt / Total Equity

Total Assets / Total Equity

CSR Sustainability
Committee

Research Methodology

This study examines the correlation between ESG factors and SDGs. This approach quantifies the
interlinkage between ESG factors, financial metrics including Total Assets, Total Debt to Equity Ratio, and
Total Assets to Equity Ratio, and the attainment of clean air and water SDGs. The CSR Commiittee's role
in moderating the relationship between ESG variables and corporate finance towards the achievement of
SDGs related to clean air and water is analyzed.

The financial and ESG information for data collection was sourced from the company's published annual
reports and Refinitiv LSEG. This data is specifically linked to environmental Sustainable Development
Goals (SDGs). This analysis examines the company's contribution to the SDGs through an evaluation of
its relationship with key variables, emphasizing environmental indicators like "Clean air and water" and
their broader implications. The SDGs clean air and water index utilized in this study originated from the
Sachs et al. (2019) article, which discusses six transformations to meet the SDGs and highlights necessary
interventions. The sample data used in this study consisted of 2,154 companies in the utilities sector
globally, collected from 2017 to 2023. These companies were selected based on their active participation in
sustainability reporting and the availability of comprehensive financial and ESG data. The data set includes
firm-year observations across multiple geographical regions, ensuring a diverse representation of the utilities
sector. The CSR Sustainability Committee is essential for guiding and assessing the company's sustainability
policy during the analysis phase. This committee influences sustainability-related decisions concerning asset
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allocation and debt financing. The controlled aspects of the committee were assessed in this study for their
impact on the SDG targets.

The study employs linear regression methods to determine the importance of Total Assets, Debt/Equity
Ratio, and Asset/Equity Ratio in relation to "Clean air and water SDG contributions." This study
qualitatively assesses the CSR Sustainability Committee's contribution to environmental SDGs through
their role and effectiveness.

Dependent V ariable
SDGs (Sustainable Development Goals)

Ensuring access to clean water and quality air through sustainable practices is the primary goal in this model
for SDGs. This variable is particulatly relevant to SDGs 6 and 13, which emphasize clean water, sanitation,
and air quality improvement. A company's efforts towards reducing the negative impact on air and water
quality are quantified by the Clean Air and Water variable as part of its environmental responsibility.

Independent 1 ariable

ESG

A company's ESG Score reflects its level of achievement in the areas of Environment, Social Responsibility,
and Cotporate Governance. A third-party rating agency's assessment of a company's tesponsible
management of environmental, social, and governance impacts is conveyed through this score. ESG
signifies the three pivotal elements in evaluating a company's sustainability and ethical stature. Investors
frequently utilize this metric to assess a company's level of environmental, social, and governance
responsibility.

Variable Controls

Total Assets

Total Assets refers to the total value of a company’s resources at any given time, whether in liquid (cash
and cash equivalents) or non-liquid (fixed assets, inventory, and other investments). Total assets refer to
everything a company owns, both long-term and short-term assets, that have economic value. The total
value of these assets provides an overview of the size and financial capacity of the company. Total assets
are used as a control variable or indicator of a company’s financial strength. This ratio describes how much
a company’s total assets are compared to the equity held by shareholders. This ratio is often used to assess
the efficiency of a company’s use of capital. Total assets refer to everything a company owns, both long-
term and short-term assets, that have economic value. Total assets are used as a control variable ot indicator
of a company’s financial strength. Companies with larger assets may be better able to carry out sustainability
initiatives and CSR programs effectively.

Total Debt of Total Equity

The Total Debt Percentage of Total Equity symbolizes the degree of a company's debt financing in
compatison to its equity. A company's financial leverage is measured by this ratio. The debt-to-equity ratio
measures the relationship between a company's debt and equity. The financial leverage of a company is
commonly assessed using this ratio.

Total Assets to Total Equity

This ratio expresses the degree to which a company's equity supports its assets. The debt-equity ratio
provides investors insight into a company's capital structure and its degree of financing through debt.
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Moderating V ariable

CSR Sustainability Committee

A company's CSR Sustainability Committee oversees policies and program implementation related to
corporate social responsibility and sustainability. This committee oversees the company's adherence to
sustainability and social responsibility targets, while evaluating the social, environmental, and economic
repercussions of its operations. The sustainability or CSR committee coordinates the company's social and
environmental responsibility initiatives, including their design, implementation, and monitoring.

Analysis Results

Table 1. Descriptive Statistics

N Min Max Mean Std. Dev
SACHS3_IDX 2154 0 1.014 0.281 0.361
ESG_SCORE 2154 2.15 94.73 48.86 19.91
Ln_TA 2154 14.76 26.27 22.84 1.56
DEBT_EQUITY 2154 0 2021.12 126.34 112.38
ASSET_EQUITY 2154 1 27.77 3.13 1.77
Valid N (listwise) 2154

The mean SACHS3_IDX of 0.281 indicates that, on average, companies have a relatively low sustainability
index (close to 0). However, there is considerable variation, as shown by the standard deviation of 0.361.
The maximum value of 1.014 indicates that some companies have achieved a very high sustainability level,
while others have a minimum index value (0).

The mean ESG score of 48.86 suggests that most companies are in the mid-range of environmental, social,
and governance (ESG) performance. The standard deviation of 19.91 indicates significant vatiability among
companies. The minimum score (2.15) and maximum score (94.73) reflect a wide difference in the
implementation of ESG practices across companies.

The mean logarithm of total assets (Ln_TA) of 22.84 indicates that the companies are relatively large. A
standard deviation of 1.56 shows that company size varies but not too drastically. The largest company has
a value of 26.27, while the smallest company has a value of 14.76.

The average debt-to-equity ratio of 126.34 suggests that most companies have a higher proportion of debt
compared to equity. However, there is considerable variability with a standard deviation of 112.38, and an
extreme maximum value of 2021.12. This shows that some companies carry a very high debt burden
compared to their equity.

The average asset-to-equity ratio of 3.13 indicates that, on average, companies in this sample have assets
three times larger than their equity. However, the minimum value of 1.00 and the maximum of 27.77 show

that there is significant variation, with some companies having very high asset-to-equity ratios.

Table 2. Pearson Correlation Matrix

SACHS3_IDX ESG_Score Ln_TA Debt_Equity Asset_Equity
SACHS3_IDX 1.000
ESG_Score 0.316 1.000
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Ln TA 0.126 0.457 1.000
Debt_Equity 0.058 0.098 0.249 1.000
Asset_Equity 0.045 0.172 0.299 0.784 1.000

The significant positive correlation between ESG_SCORE and SACHS3_IDX is notable, though the
model accounts for a modest portion of the variation in SACHS3_IDX. ESG_SCORE is a significant
factor, though not the sole determinant.

The Pearson correlation coefficient between ESG_SCORE and SACHS3_IDX is approximately 0.316.
This indicates a moderate positive correlation between the two variables, meaning that as ESG_SCORE
increases, SACHS3_IDX tends to increase as well, although the strength of this relationship is not
particulatly strong.

Table 3. Multiple Linear Regression Results

Variable Coefficient Standard Error t-value P-value
const 0.1353 0.115 1.172 0.241
ESG_SCORE 0.0060 0.000 14.395 0.000
Ln_TA -0.006 0.005 -1.089 0.276
DEBT_EQUITY 0.0003 0.000 2.782 0.005
ASSET_EQUITY -0.0155 0.007 -2.272 0.023

The ESG_SCORE has a positive and highly significant impact on SACHS3_IDX (p < 0.001). For every
one-unit increase in the ESG score, the SACHS3_IDX increases by 0.0060. This indicates that companies
with better ESG scores tend to have higher values in the SACHS3_IDX index, confirming the relevance
of environmental, social, and governance factors in explaining SACHS3_IDX performance.

The Ln_TA (firm size) has a negative but statistically insignificant effect on SACHS3_IDX (p = 0.270).
This suggests that firm size does not have a meaningful impact on SACHS3_IDX in this model, indicating
that larger firms do not necessarily perform better or worse on this index.

The DEBT_EQUITY (debt-to-equity ratio) shows a small but statistically significant positive effect on
SACHS3_IDX (p = 0.005). This means that for every one-unit increase in the debt-to-equity ratio,
SACHS3_IDX increases by 0.0003. Although the impact is small, it suggests that companies with higher
leverage may experience slight improvements in SACHS3_IDX performance.

The ASSET_EQUITY (asset-to-equity ratio) has a negative and statistically significant effect on
SACHS3_IDX (p = 0.023). This means that for every one-unit increase in this ratio, the SACHS3_IDX
decreases by 0.0155. This suggests that companies with higher asset-to-equity ratios may perform worse on
SACHS3_IDX, potentially indicating inefficiencies or less optimal capital structures.

Table 4. Moderating Regression Analysis

Variable Coefficient Standard Error t-value P-value
const 0.1472 0.1167 1.2613 0.2073
ESG_SCORE 0.0060 0.000 14.395 0.0006
CSR_COM 0.1369 0.0424 3.2288 0.0012
ESGScore*CSRCOM -4.8544 0.0010 -0.0475 0.9620
Ln_TA -0.0073 0.0054 -1.3604 0.1738
DEBT_EQUITY 0.0002 0.0001 2.2655 0.0235
ASSET_EQUITY -0.0150 0.0067 -2.2315 0.0257
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The coefficient for ESG_SCORE is positive (0.0045) and highly significant (p < 0.001). This indicates that
as a company's ESG score inctreases, its SACHS3_IDX (dependent variable) also tends to inctease,
suggesting a positive relationship between the company's ESG performance and its sustainable index score.

The coefficient for CSR_COM is also positive (0.1369) and significant (p = 0.001). This suggests that
companies with higher CSR (Corporate Social Responsibility) commitment scores tend to have higher
SACHS3_IDX values. CSR commitment appears to positively influence the sustainable index score.

The interaction term between ESG_SCORE and CSR_COM has a very small negative coefficient (-
0.00005) and is not statistically significant (p = 0.962). This implies that CSR_COM does not significantly
moderate the relationship between ESG_SCORE and SACHS3_IDX. In other words, the impact of
ESG_SCORE on SACHS3_IDX does not depend on CSR_COM in this model.

Ln_TA (logarithm of total assets) has a negative but insignificant effect on SACHS3_IDX (p = 0.174),
indicating that firm size, as measured by total assets, does not have a significant influence on the index
score. DEBT_EQUITY has a positive and significant effect (p = 0.024), suggesting that a higher debt-to-
equity ratio is associated with a higher SACHS3_IDX. ASSET_EQUITY has a negative and significant
effect (p = 0.020), indicating that companies with higher asset-to-equity ratios tend to have lower
SACHS3_IDX scores.

The results show that both ESG_SCORE and CSR_COM have significant and positive individual effects
on SACHS3_IDX, highlighting the importance of both ESG performance and CSR commitment in
improving sustainable index scores. However, the interaction between ESG_SCORE and CSR_COM is
not significant, suggesting that CSR commitment does not moderate the effect of ESG petrformance on
SACHS3_IDX. Control variables such as DEBT_EQUITY and ASSET_EQUITY also play significant
roles, while firm size (Ln_TA) does not have a notable impact on the dependent variable. These findings
provide important insights into the dynamics between corporate sustainability efforts, financial structure,
and their impact on sustainable performance metrics.

Discussion

The study's findings indicate that companies with supetior ESG scores significantly contribute to attaining
the "Clean Air and Water" SDG. The study by Eccles et al. (2014) indicates that ESG excellence signifies a
company's dedication to the environment and its effective management of natural resources, particularly
with regard to clean air and water. Companies with high environmental, social, and governance (ESG)
scores typically undertake initiatives to cut carbon emissions, decrease industrial waste, and improve water
and energy efficiency (Porter & Kramer, 20006). In terms of the SDGs, cotporations priotitizing robust
ESG practices adopt stringent regulations on air and water pollution, via eco-friendly technology
implementation and efficient waste management (Kolk et al., 2017). Companies' ESG initiatives that
actively manage environmental impacts significantly advance sustainable development goals, particularly
concerning air quality and clean water, as mentioned in the literature (Farooq et al., 2022). High ESG scores
are linked to significant contributions of companies to the SDGs, particularly concerning environmental
issues.

Although companies with extensive assets theoretically possess greater sustainability resources, not all
effectively utilize their assets for environmental purposes (Kolk et al., 2017). Instead of investing in green
infrastructure and technologies, large corporations prioritize short-term growth and profitability (Porter &
Kramer, 2011). Besides asset size, sustainability dedication hinges on internal policies, corporate
governance, and external regulations. (Eccles et al., 2014) Companies with substantial assets lack motivation
to advance SDG clean air and water targets unless proper incentives or regulations are in place (Dyllick &
Hockerts, 2002).

A lower debt-to-equity ratio leads to the achievement of SDGs related to Clean Air and Water. Companies
with a lower debt ratio can invest more in environmental sustainability and reduction of carbon emissions
and water pollution (Benlemlih & Bitar, 2018). A lighter debt load enables companies to prioritize long-
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term environmental management (Dyllick & Muff, 2016). Companies with stronger financial positions tend
to fulfill their social and environmental responsibilities more effectively (Khan & Moorthy, 2022). Research
suggests that companies with stronger financial positions, as indicated by lower debt ratios, are more
inclined to adopt green technologies and practices aligning with the SDGs (Phan, 2024). This finding aligns
with the literature stressing the significance of balancing capital structure to support global environmental
goals.

Higher capital efficiency, as measured by the Total Assets/Total Equity ratio, has a positive effect on
achieving the SDGs "Clean Air and Water". This can be explained through the principle of more optimal
resource allocation. Companies that are able to maximize their assets in relation to equity tend to be more
efficient in managing their investments, including investments in environmentally friendly initiatives, such
as low-carbon technologies and clean water management (Farooq et al., 2022). Companies with a high Total
Assets/Total Equity ratio also have greater financial capacity to invest in sustainability projects, which
ultimately helps them contribute more significantly to achieving the SDGs "Clean Air and Water" (Khan
& Moorthy, 2022). In addition, capital efficiency allows companies to maintain sufficient liquidity to
implement effective CSR strategies without burdening short-term profitability (Benlemlih & Bitar, 2018).
In other words, higher capital efficiency facilitates a more effective allocation of resources towards
environmental initiatives, supporting the argument that corporate financial efficiency can support
environmental sustainability.

The CSR Committee's role in monitoring and strategic decision-making enables more responsible use of
capital and environmental risk management, leading to stronger connections between ESG scores and
financial vatiables in the putsuit of "Clean Air and Watet" SDGs (Eccles et al., 2014). The CSR Commiittee
significantly influences companies' implementation of effective sustainability policies, adhering to ESG
values and the company's dedication to sustainable development goals (Dyllick & Muff, 2016). The CSR
Committee's role includes optimizing the use of assets and managing debt ratios sustainably to allocate
resoutces effectively and significantly enhance the company's contribution to the SDGs (Bansal &
DesJardine, 2024). With their role in monitoring and strategic decision-making, the CSR Committee is able
to direct the use of capital and environmental risk management more responsibly, which ultimately
strengthens the relationship between ESG scores and financial variables in achieving the SDGs "Clean Air
and Water" (Eccles et al., 2014). The CSR Committee plays a crucial role in merging financial and
sustainability policies to amplify the company's environmental footprint.

Conclusion

This study demonstrates that the implementation of Environmental, Social, and Governance (ESG)
principles significantly contributes to the achievement of the Sustainable Development Goals (SDGs),
particularly concerning clean air and water in the utility sector. Higher ESG scores have been shown to
enhance companies' contributions to achieving SDG targets, especially in reducing carbon emissions and
improving water quality. Furthermore, the results highlight the critical role of the Corporate Social
Responsibility (CSR) committee as a moderator that strengthens the relationship between financial
indicators, such as total assets and debt-to-equity ratio, and environmental sustainability goals. The CSR
committee enables companies to manage resources more responsibly and enhance their positive
environmental impact through more targeted policies and more efficient asset utilization.

This study provides new insights for utility companies in integrating ESG into their business strategies, as
well as the importance of the CSR committee in reinforcing sustainability commitments. The practical
implications of this research include the need for utility companies to prioritize investment in green
infrastructure and environmentally friendly technologies to meet sustainability goals. From a theoretical
perspective, this study reaffirms the importance of examining the roles of ESG and CSR in supporting the
SDG agenda and encourages a more comprehensive approach to evaluating corporate sustainability in this
sector.
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Implications

This hypothesis yields significant practical and theoretical consequences. The CSR Committee significantly
impacts the correlation between the ESG scote and a company's financial indicators (Total Assets, Total
Debt/Total Equity, Total Assets/Total Equity) regarding the progress towards the "Clean Air and Watet"
SDG. Establishing and strengthening a CSR Committee can enhance a company's sustainability policy
effectiveness and ensure ESG initiatives align with significant environmental goals. The committee can help
companies distribute resources effectively to reduce environmental hazards and enhance their contributions
to SDGs concerning clean water and air quality (Dyllick & Muff, 2016). Companies strengthening their
reputation as socially and environmentally responsible entities, can also reduce legal risks and enhance long-
term performance.

The CSR Committee significantly influences the corporate sustainability model. This strengthens the
alignment of corporate strategy with social and environmental responsibilities, as per Sustainability and
Stakeholder Theories (Freeman, 1984; Elkington, 1997). The Triple Bottom Line theory, which evaluates
companies based on financial, social, and environmental performance (Elkington, 1997), is supported by
this research. This research advances the CSR and ESG field by shedding light on how CSR Committees
can enhance corporate performance in alignment with the SDGs.

Recommendation

For future research, there are several areas that can be further explored. First, research could examine the
moderating role of the CSR Committee on the relationship between ESG wvariables and financial
performance across different industries or geographic contexts, to determine whether the same effects
apply across sectors or are limited to certain industries. Second, further exploration of how other factors,
such as organizational culture, corporate governance, or even green innovation, influence the moderating
role of the CSR Committee in achieving the SDGs would be valuable. In-depth research on the impact of
the CSR Committee on other SDG dimensions, such as "Life on Land" or "Climate Action," could also be
an important direction for future studies (Bansal & DesJardine, 2024). Third, longitudinal research that
measures changes in ESG performance and its impact on the SDGs over the long term would provide
more comprehensive insights into the effectiveness of the CSR Committee.
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