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ABSTRACT

This study delves into the relationship between Environmental, Social, and
Governance (ESG) performance and stock price recovery amidst the Asian
Covid-19 pandemic between March and December 2020. Using data from 2,092
companies and SmartPLS 4 software, the analysis employed a one-tailed
hypothesis with a 10% significance level. While the overall results indicate that
ESG practices, as a whole, didn't significantly hasten stock price recovery, a
more granular exploration uncovers compelling insights. Environmental
performance exhibited a notable, albeit negative, impact on the duration of stock
price recovery, whereas social performance had a positive influence.
Governance performance, however, did not significantly affect the recovery
timeline. Importantly, control variables such as ESG controversies and Return
on Assets (ROA) showed no substantial influence on stock price recovery
duration. These findings carry substantial implications for businesses,
underlining the importance of aligning social performance with financial health
and actively communicating ESG initiatives through various media channels to
boost investor awareness of sustainability's value. They accentuate the pivotal
role of sustainability principles in shaping our collective future, emphasizing the
imperative for collaborative efforts to enhance awareness and adoption of ESG
practices.
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RESUME

Cette étude examine la relation entre les performances environnementales,
sociales et de gouvernance (ESG) et le redressement du cours des actions dans
le contexte de la pandémie asiatique de Covid-19 entre mars et décembre 2020.
En utilisant les données de 2 092 entreprises et le logiciel SmartPLS 4, l'analyse
a utilisé une hypothese unilatérale avec un niveau de signification de 10 %. Si
les résultats globaux indiquent que les pratiques ESG, dans leur ensemble, n'ont
pas accéléré de maniere significative le redressement du cours des actions, une
exploration plus fine permet de découvrir des éléments convaincants. Les
performances environnementales ont eu un impact notable, quoigque négatif, sur
la durée de la remontée des cours, tandis que les performances sociales ont eu
une influence positive. En revanche, les performances en matiére de
gouvernance n'ont pas eu d'incidence significative sur le délai de redressement.
Il est important de noter que les variables de contréle telles que les controverses
ESG et le rendement des actifs (ROA) n'ont pas eu d'influence substantielle sur
la durée du redressement du cours des actions. Ces résultats ont des implications
importantes pour les entreprises, car ils soulignent I'importance d'aligner les
performances sociales sur la santé financiére et de communiquer activement sur
les initiatives ESG par le biais de divers canaux mediatiques afin de sensibiliser
les investisseurs & la valeur de la durabilité. 1ls soulignent le role essentiel des
principes de durabilité dans I'élaboration de notre avenir collectif, et mettent
I'accent sur la nécessité d'efforts concertés pour améliorer la sensibilisation et
I'adoption des pratiques ESG.

Keywords: ESG Performance, ESG Controversies, Stock Price Recovery, ROA,
Covid-19 Pandemic, and Asia.

JEL classification: G21, C53, G32, D62, G14.
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1. Introduction

As of March 11 2020, WHO declared Covid-19 a global pandemic,
resulting in a drastic decline in the world economy. Policies issued by the
government to break the chain of the spread of the virus have also resulted
in decreased sales, changes in consumer behavior, reduced production,
companies are under serious financial burdens, and unemployment rates
have increased worldwide (Darmayanti et al., 2020). Furthermore,
Cheema-Fox et al., (2020) explained that the Covid-19 pandemic had a
direct impact on employees, operating models, supply chains, sales of
products and services, so that stock prices fell due to fear of uncertainty
(Cheema-Fox et al., 2020). Of course, this will have a big impact on the
performance of the capital market, because there is panic on the stock
exchange floor which causes many investors crowdedly sell their shares
(Chrysnamurti, 2020).

Figure 1: Performance of Major Asian Stock Indices in 2020

Singapura (Straits
Times) -11.76%

Filipina (PSEi) -8.64%

Thailand (SETi) -8.26%
Indonesia (IHSG) -5.09%
Hongkong (Hangseng) -3.40%
0.27% India (BSE Sensex)
2.42% Malaysia (KLCI)
4.84% Japan (Topix)
13.87% China (SSE Composite)

22.80% Taiwan (TAIEX)
30.75% South
Korea (KOSPI)

Source: Pranata (2021)

Figure 1 shows that South Korea (KOSPI) is the country with the best
capital market performance in Asia, which experienced growth of 30.75%
year to date (YTD) during the 2020 Covid-19 pandemic. Then followed
by Taiwan, China, Japan, Malaysia and India. However, Singapore
(Straits Times) experienced the worst capital market performance, which
decreased by 11.76%. Then followed by the Philippines, Thailand,
Indonesia and Hong Kong which also experienced low capital market
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performance during the COVID-19 pandemic. So, several countries in
Asia really need good fundamental encouragement, so that their financial
markets can recover.

Some parties are starting to question whether ESG-based investments will
have a more resilient performance during a pandemic compared to non-
ESG-based traditional investments. DesJardine et al., (2019) explained
that resilient companies also indicate their ability to recover more quickly
from crises that occur. There is still a gap in the results of different studies
regarding the effect of ESG performance on the firm's market
performance resilience. A study from R. A. Albuguerque et al., (2022)
shows that in the first quarter of 2020 in Europe, the higher the ES rating
of a stock, the greater the return it will provide with a lower level of return
volatility, and higher financial performance. Giove et al., (2021) revealed
that the negative impact of COVID-19 was less pronounced for
companies with better sustainability performance. Research from Liu et
al., (2023) found that ESG activities can mitigate the risk of falling stock
prices and increase company value. However, it is in contrast to studies
from Ahmed et al., (2022), Shakil (2022), Torre et al., (2020) which
explain that ESG performance cannot restore company market
performance during the Covid-19 pandemic.

Almost all companies in Asia have been badly affected by the COVID-19
pandemic, but some companies have the resilience to respond to the
pressures caused by the pandemic, so they can recover better. It is very
important to increase sustainability activities to deal with epidemics like
Covid-19 with the aim of creating sustainability for the business in the
future (Schaltegger, 2021). In line with Khan (2022), explained that the
study of ESG metrics in corporate sustainability is a new research area
that is on the agenda both in academic research and in the business world.
So, the author considers this to be quite interesting to analyze in order to
get a broader picture of the application of ESG in Asia, because in
discussions with investors who are aware of the ESG aspect, most said
that the COVID-19 pandemic would accelerate positive growth trends in
the financial aspect of sustainability (Fender et al., 2020, 17).

The purpose of this study is to provide empirical evidence regarding the
ability of ESG performance and the performance of ESG components
partially (environmental, social, and governance) in accelerating the stock
price recovery process, considering that previous research still focused on
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market performance and company value. So that the results of this study
can contribute to adding empirical evidence and filling in the reference
gap regarding ESG's ability to accelerate the recovery of company stock
prices during the Covid-19 pandemic crisis.

SmartPLS 4 is used for data analysis, data processing and hypothesis
testing. The findings in this study indicate that the integration of ESG
activities in Asia has no significant effect on accelerating stock price
recovery during the Covid-19 pandemic. However, the results of research
on the performance of each ESG component show unique findings, where
the company's environmental performance has a negative and significant
impact on the magnitude of the recovery time for the company's stock
price. Then the company's social performance has a positive and
significant impact on the recovery time of the company's stock price.
Finally, the company's governance performance did not have a significant
impact on accelerating the recovery time for stock prices during the
Covid-19 pandemic. This finding shows a unique phenomenon, in which
investors in Asia tend to prefer short-term gains (short-sighted). So that
being a good company (in terms of implementing ESG) will create an
additional burden for the company, which in the end will not be able to
help speed up the recovery time for the company's stock price.

The findings in this study also provide broad insights for management,
investors, regulators and subsequent researchers regarding the impact of
ESG Performance on the company's stock price recovery process. The
remainder of the paper is structured as follows: Section 2 provides
literature on ESG and Corporate Resilience, a discussion of the theoretical
underpinnings, and development of hypotheses. Section 3 discusses the
methodology, including data collection and analysis techniques used and
the operationalization of research variables. Presentation of results and
discussion is in Section 4. Finally, conclusions and suggestions for further
research are presented in Section 5.

2. Literature Review
2.1 Socially Responsible Investment (SRI)

Prior to ESG, the term SRI was used first. However, in contrast to SRI
which underlies aspects of ethical and moral values as well as negative
aspects, for example companies that do not invest in the tobacco, alcohol
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or weapons sectors, ESG investments tend to base decision making on
assumptions that have relevance to financial aspects (Kell, 2018). Socially
responsible investment (SRI) is a collective term used to describe a
variety of approaches that can be used to incorporate environmental,
social and governance (ESG) considerations into the investment process.

According to Korwatanasakul (2020), investors are starting to realize that
ESG criteria contribute to efficiency, productivity, long-term risk
management, and improving business operations. ESG-based investments
represent an approach when companies can operate in a sustainable
manner by taking actions related to environmental, social and governance
aspects. By applying this approach, corporate resilience can be created
because the company is able to provide added value to investors, in
addition to profits or capital gains. ESG-based investments provide a
signal that the company is oriented towards continuing to grow in a
sustainable manner, operating responsibly, and trying to provide added
value to the wider community and stakeholders. So that ESG's
performance is able to reduce the company's vulnerability to the pandemic
crisis and recover faster than their competitors.

2.2 The Effect of ESG Performance on the recovery of company stock
prices during the Covid-19 pandemic crisis

Based on the SRI literature, the COVID-19 shock affected investors'
attitudes towards risk and resulted in many investors selling their
holdings, however, the SRI literature shows that ESG stocks are more
resilient than other stocks (Tett et al., 2020). Giove et al., (2021) explained
that the negative impact of Covid-19 was less pronounced for companies
with better sustainability performance. The pandemic crisis signaled to
investors the increasing importance of managing risk and building
resilience for a faster stock recovery. Thus, the topic of sustainability is
becoming increasingly important to the investment world, so the demand
for solutions that have a positive impact is growing rapidly. Mohammad
& Wasiuzzaman (2021) explain that ESG-based investments have gained
considerable attractions in recent years and are supported by increased
interest from the investors, both at the international and domestic levels.

A company's poor ESG score is an indicator of idiosyncratic (specific)
risk. Lack of company ESG disclosure can result in poor company
investment performance in high-risk sectors that can pollute the
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environment or discriminate against employees. ESG integration into
company investment decisions will assist investors in making decisions
based on overall performance, not just financial performance. As a result,
green companies, arguably companies with high ESG ratings, have higher
valuations. If the COVID-19 shock causes investors to leave the market,
but not the ESG investors, then ESG's share price will show resilience and
not fall too much, thus having the ability to recover faster than its
competitors.

Some experts argue that the pandemic has revealed the need for systemic
thinking. This pandemic also shows a consequence that human life
depends on economic, environmental and social systems more than
perhaps realized before the pandemic. Several factors link the crisis due
to the current pandemic with aspects of sustainability. In discussions with
investors who are aware of the ESG aspect, most said that the COVID-19
pandemic will be an acceleration of positive growth trends in the financial
aspect of sustainability (Fender et al., 2020).

There are no studies that explain how the ESG performance influences
the process of recovering of the company stock prices, but several
literature studies appear to be relevant to use. Because corporate resilience
also describes a company's ability to quickly recover from a pandemic
crisis (DesJardine et al., 2019). Quoted from Bernama (2021), explains
that investors' growing concern about environmental damage during the
pandemic crisis has encouraged them to give more value to companies
with good ESG risk management. Cheema-Fox et al., (2020), explained
that companies that maintain employee security and actions to safeguard
the supply chain have been perceived as businesses with workforce and
supply chain strategies that have increased institutional cash flow and
fewer negative returns. Christian et al., (2020) and Rahman & Bahari
(2023) found that the existence of a good corporate governance
mechanism can increase the resilience of company stock prices, because
it can restore investor confidence in the company.
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H1 = "The company's ESG performance has a significant negative effect on
the recovery time for the company's stock price during the Covid-19
pandemic crisis"

Hla = "The company's environmental performance has a significant negative
effect on the recovery time for the company's stock price during the
Covid-19 pandemic crisis"

Hlb = "Company social performance has a significant negative effect on the
recovery time for company stock prices during the Covid-19 pandemic
crisis"

Hlc = "Company governance performance has a significant negative effect on

the recovery time for company stock prices during the Covid-19
pandemic crisis"

Based on the hypothesis above, a research framework used in this study
can be compiled as shown in Figure 2.

Figure 1: Research Framework

Control
Variables:
ESG Performance: - ESG
- Environmental Pillar [ — %  Stock Price I Controversies
- Social Pillar Recovery Time - Firm Size
- Governance Pillar -ROA

3. Data and Methodology
3.1 Research Design

This research is quantitative research with a hypothesis that aims to
identify the effect of value relevance of ESG performance and the
performance of ESG components partially (environmental, social, and
governance) on stock recovery time during the COVID-19 pandemic
crisis in the Asian region by looking at stock price movements of the
company from March to December 2020. SmartPLS 4 software is used
for data processing and hypothesis testing on a one-way hypothesis with
an alpha of 10%.
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3.2 Sampling Method

121

The population in this study are all public companies listed in 2020 in the
Asian region based on the Refinitiv Eikon Datastream. The selection of
the sample in this study was by using a purposive sampling technique.

Table 1 is the criteria used in selecting the sample in this study.

Table 1: Sampling Criteria

No. Sampling Criteria Total
1. All companies listed on the stock exchange of each country in | 32.083
Asia in 2020
2. Companies that do not have an ESG score by Refinitiv Eikon (29.911)
3. Companies that have an ESG score by Refinitiv Eikon 2.172
4. Companies that do not have complete data regarding closing stock 2)
prices during the research time period
5. Companies that did not experience stock price recovery during the (78)
study period
Total Sampel Penelitian 2.092

Table 2 will describe the number of companies listed in 2020 along with
ESG activities in the Asian region:

Table 2: Listed Company and ESG activities Variable

No. Region Total Listed ESG Activities

1 South Asia
1.1 | Afghanistan 0 0
1.2 | Bangladesh 374 0
1.3 | Bhutan 0 0
1.4 | British Indian Ocean Territory 0 0
1.5 | India 6908 142
1.6 | Iran 0 0
1.7 | Maldives 0 0
1.8 | Nepal 0 0
1.9 | Pakistan 541 5
1.1 | Sri Lanka 293 1

2 West Asia
2.1 | Armenia 9 0
2.2 | Azerbaijan 0 0
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2.3 | Bahrain 42 6
2.4 | Georgia 0 0
2.5 | Iragq 107 0
2.6 | Israel 538 14
2.7 | Jordan 183 2
2.8 | Kuwait 153 12
2.9 | Lebanon 10 0
2.10 | Oman 116 10
2.11 | Palestine 47 0
2.12 | Qatar 49 18
2.13 | Saudi Arabia 246 36
2.14 | Syria 27 0
2.15 | Turkey 462 53
2.16 | United Arab Emirates 138 17
2.17 | Yemen 0 0
3 South East Asia
3.1 | Brunei Darussalam 0 0
3.2 | Cambodia 0 0
3.3 | Indonesia 792 44
3.4 | Laos 11 0
3.5 | Malaysia 979 62
3.6 | Myanmar, Formerly Burma 2 0
3.7 | Philippines 281 26
3.8 | Singapore 659 77
3.9 | Thailand 858 63
3.10 | Timor-Leste 0 0
3.11 | Vietnam 1612 2
4 East Asia
4.1 | China 4890 573
4.2 | Hongkong 2494 275
4.3 | Japan 4110 439
4.4 | Korea, Democratic Peoples Republic 0 0
4.5 | Korea, Republic (S. Korea) 2805 139
4.6 | Macau 0 0
4.7 | Mongolia 158 0
4.8 | Taiwan 2101 154
5 Central Asia
5.1 | Kazakhstan 88 2
5.2 | Kyrgyzstan 0 0
5.3 | Tajikistan 0 0
5.4 | Turkmenistan 0 0
5.5 | Uzbekistan 0 0
TOTAL 32083 2172
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3.3 Definitions and Measurements

ESG Performance and partial performance of ESG components
(environmental, social and governance) are the independent variables
used in this study, which were obtained through the Refinitiv Eikon
Datastream. Recovery time is the dependent variable which is measured
by the amount of time it takes for the company's stock price to return to
normal. To test the robustness of the research model, the authors added
three control variables, namely ESG Controversies, ROA and Firm Size.
Table 3 describes the measurement of the variables in this study:

Table 1:

Variable Measurement

Variabel

Measurement

Source

Recovery Time is measured by the
number of days it takes for the stock

(DesJardine et
al., 2019; Sajko

price to recover to pre-pandemic etal., 2021; Xia
Recovery Time prices (11 March 2020). et al., 2022)

(Y) RT =
(O number of recovery days)
Environmental | The Environmental Pillar Score
Pillar consists of three assessment
category scores, namely resource
use, emission, and innovation.
ESG Social Pillar Social Pillar Score which consists of
Performance four scoring category scores, namely | Refinitiv Eikon
X) workforce, human rights, product (2022)
responsibility, and community.
Governance Governance Pillar Score which
Pilar consists of three assessment
category scores, namely
management, stakeholders, and CSR
Strategy.
Return on Asset ROA = NetIncome Januar et al.
Total Assets (2022); Pang
(2021)
Control ESG ESG controversies score consists of | Refinitiv Eikon
Variables Controversies | 23 ESG  controversy topics, (2022)
including environmental issues,
business  ethics, diversity &
opportunity, anti-competition, tax
fraud privacy, intellectual property,
etc.
(Zengfu Li et
Firm Size FS = Ln (Market Capitalization) al., 2022;
Shakil, 2022)
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4. Empirical Results

This section will present the results of the research, discuss the results of
the research which are in line with the existing literature, as well as
additional analysis, namely examining the robustness of the research
model.

4.1 Descriptive Statistics

Table 4 provides information regarding the descriptive statistics of the
variables used in this study. Where the ESG Performance, Environmental
Pillar, Social Pillar, Governance Pillar and ESG Controversies variables
have a standard deviation value that is smaller than the mean value,
indicating that the ESG performance variables, ESG performance per
component and ESG Controversies of public companies in Asia as a
whole are very good and there is no significant difference. The Recovery
Time variable has a standard deviation value that is greater than the mean
value, so there is a significant difference in the recovery rate of stock
prices between companies in Asia. The ROA variable has a standard
deviation value that is greater than the mean value, which indicates that
there are significant differences between the profitability of companies in
Asia. Finally, the Firm Size variable has a standard deviation value that is
smaller than the mean value, so there is a significant difference in size
between companies in Asia.

Table 4: Descriptive Statistics

Mean S;?/?gﬁgdn Median Max Min
ESG Performance 43.804 20.409 43.497 94.305 0.723
Environmental Pillar 39.347 27.171 39.358 97.517 0
Social Pillar 41.705 24.898 40.535 97.204 0.34
Governance Pillar 48.865 22.117 49.505 97.925 0.579
ESG Controversies 96.485 14.407 100 100 0.94
Recovery Time 28.767 49.337 13 293 1
ROA 0.056 0.123 0.042 4.524 -0.961
Firm Size 31.766 1.274 31.726 37.991 23.61

Source: Output of SmartPLS 4, (2022)




Journal of Economic Cooperation and Development 125

4.2 Validity and Reliability Tests

Validity and reliability tests were carried out to assess the internal
suitability of the constructs used in the path model analysis. The reliability
and internal consistency of the construction is assessed by looking at the
CR (Composite Reliability) value which must be greater than 0.7 (Hair et
al., 2017). Table 5 is the result of the test and shows that all constructs
have a CR value above 0.7, so that the reliability and internal consistency
of the constructs are acceptable. The Convergent Validity Test is
evaluated by looking at the AVE (average variance extracted) value where
all constructs have an AVE value above the threshold of 0.5, so that all
variables can be used for hypothesis testing.

Table 2: Outer loadings of indicators and composite reliability

Loadings Compo_s_ite Average Variance

Reliability Extracted (AVE)
Firm Size 1 1 1
ESG Controversies 1 1 1
ESG Performance 1 1 1
Environmental Pillar 1 1 1
Governance Pillar 1 1 1
ROA 1 1 1
Recovery Time 1 1 1
Social Pillar 1 1 1

Source: Output of SmartPLS 4, (2022)

With regard to the discriminant validity test, it was evaluated using the
Fornell-Lacker criteria where the AVE square root of a construct must
exceed its correlation with other constructs (Hair et al., 2017). Table 6
shows the results of the discriminant validity test and proves that all
constructs pass the Fornell-Lacker criterion test.
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Table 3: Discriminant validity test (Fornell-Lacker Criteria)

Firm ESG ESG Envir. | Govern. ROA Recovery | Social
Size Contro Perform. | Pillar Pillar Time Pillar

Firm 1

Size

ESG - 1

Contr 0.091

ESG 0257 | -0.2 1

Perform

Environ | 935 | 0172 | 0.847 1

Pillar

Govern | 5141 | 0106 | 0638 | 0318 | 1

Pillar

ROA 0.026 0.058 -0.053 -0.038 | -0.044 1

Recovery - -

Time 0.079 -0.012 0.124 0.057 0.051 0.018 1

Social 0229 | -0.196 | 0914 | 0.748 | 0.379 - 0.162 1

Pillar ' ' ' ' ' 0.038 '

Source: Output of SmartPLS 4, (2022)

To assess the uniqueness of an item, a collinearity test is performed using
the collinearity statistic (VIF) value of a construct. As presented in Table
7, it shows that the constructs used in this formative study can be
considered different from each other because the VIF value of each
construct is below the threshold of 5 (Hair et al., 2017).

Table 7: Multicollinearity Testing

VIF

Firm Size

ESG Controversies
ESG Performance
Environmental Pillar

Governance Pillar
ROA

Recovery Time
Social Pillar

I G R

Source: Output of SmartPLS 4, (2022)
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4.3 Structural Model Analysis

After the construct has passed the validity and reliability tests, the next
step is to describe the structural relationship of the proposed hypothesis.
Figure 3 shows the structural relationship of the hypotheses used in this
study.

Figure 3: Structural Model

ESG_.ance —0.000—

ESG Performance

) 0.000—ESG.. ersies
ESG Controversies

0.267
0_295_——.— 0.000— ROA

Recovel'v Time 0.000 ROA

Social Pillar —0.000—
./ 0.000
Social Pillar Reco... Time —0.000— Firm Size

Firm Size

Envir._.. Pillar—0.000—

Environmental Pillar

Gove... Pillar—0.000—

Governance Pillar

Source: SmartPLS Output 4, (2022)

Through the Bootstrapping function, path analysis is carried out from the
hypothesized structural model to produce T-statistics and test its
significance. Table 8 shows the partial results of hypothesis testing
regarding the effect of ESG performance, ESG component performance
and the effect of control variables (ESG Controversies, ROA and Firm
Size) on the recovery time of the company's stock price.

Our findings show that ESG Performance has a positive (Original Sample
0.16) and insignificant (P Values 0.211 > 0.1) effect on the stock price
recovery time, so that Hypothesis 1 (H1) is rejected. Consistent with
Hypothesis 1a (H1a), where the Environmental Pillar has a negative
(Original Sample -0.185) and significant (P Values 0.015 <0.1) effect on
the stock price recovery time, so Hypothesis 1a (H1a) is accepted. The
results of this study also show that the Social Pillar has a positive
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(Original Sample 0.202) and significant (P Values 0.028 <0.1) effect on
the stock price recovery time, so that Hypothesis 1b (H1b) is rejected.
Our findings are inconsistent with Hypothesis 1¢ (H1c) which has been
given, where the Governance Pillar has a negative effect (Original Sample
-0.052) and not significant (P Values 0.225 > 0.1) on the magnitude of the
stock price recovery time, so that Hypothesis 1c (H1c) is rejected.

Table 8: Hypothesis Testing

Path Original sample T statistics P values
H1: ESG P_erformance -> 016 0.801 0211
Recovery Time
Hila: Enwr_onmental Pillar -> -0.185 2178 0.015*
Recovery Time
H.lb : Social Pillar -> Recovery 0202 1.92 0.028*
Time
Hlc: Gove_rnance Pillar -> -0.052 0.755 0.225
Recovery Time
1E_iSn?eControvermes -> Recovery 0.012 0.622 0.267
ROA -> Recovery Time -0.009 0.539 0.295
Firm Size -> Recovery Time -0.113 4.469 0*

Notes : *Significant P Values < 0,10 (one tailed test).

Source: Output of SmartPLS 4, (2022)

This study also investigates that ESG Controversies has a positive
(Original Sample 0.012) and not significant (P Value 0.267 > 0.1) effect
on the stock price recovery time. This finding explains that company
controversies related to their ESG activities did not affect the recovery
time for company stock prices during the Covid-19 pandemic in Asia.
This finding is in line with the results of research from de Vincentiis
(2022) which found that ESG Controversies are used by investors only
for consideration in determining the investment decisions. Even investors
are sometimes better off waiting a few days after the announcement of
negative company news to reduce exposure, so that ESG Controversies
have no significant impact to the Recovery Time. The author argues that
companies should continue to minimize negative company news related
to their ESG activities, because the market will respond excessively,
where investors will leave ESG shares that have too much controversy or
negative news, so that it will have a negative impact on decreasing the
value of company shares (Cui & Docherty, 2020).
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ROA has a negative effect (Original Sample -0.009) and not significant
(P value 0.295 > 0.1) on the stock price recovery time. This finding
explains that the financial performance of companies in Asia has no effect
on the magnitude of the loss in the decline in company stock prices during
the Covid-19 pandemic. This finding is in line with the results of research
from Pang (2021) which found that Corporate Financial Performance
(ROA) had no significant effect on increasing stock returns during the
COVID-19 pandemic. The author believes that these findings are in line
with the COVID-19 pandemic which has led to a lockdown policy and
has had a significant impact on reducing the company's overall operating
profit, while their costs continue to increase (Carletti et al., 2020).
Therefore, ROA does not have a significant impact on the recovery time
of the company's stock price.

Corporate Size has a negative (Original Sample -0.113) and significant (P
value 0 <0.1) effect on the stock price recovery time. This finding is
consistent with the results of research from Li et al., (2022) and Shakil
(2021) who also found firm size to have a significant effect on increasing
company stock prices. The results of this study also explain that the larger
the size of the company which is calculated by the greater the number of
shares outstanding indicates the strength possessed by the company to
maintain their share price during the Covid-19 pandemic, so that their
share price does not fall significantly. In line with investor perceptions
that the larger the size of a company, the greater the investor's confidence
in the company's ability to maintain their share price, the larger the
company indicates, and the greater their ability to recover from the Covid-
19 pandemic crisis.

4.4 Supplementary Analysis

To test the robustness of the results we got in this study, we conducted an
additional analysis, namely testing the effect of endogeneity. The
endogeneity problem causes the research results to be inconsistent and
biased, so that the research results cannot be interpreted causally. Huit et
al., (2018) explained the detection of endogeneity problems through the
Gaussian Copula approach in PLS-SEM, where endogeneity problems
occur if the regression results of the Gaussian Copula approach in each
construct are less than 5%. The results of testing the Gaussian Copula
approach are presented in table 9 and show that it is based on T statistics
and also P values of non-endogeneity are statistically significant (P values
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> 0.05). So, it can be concluded that the model used has passed the
robustness test, because there are no signs of endogeneity in the research
model.

Table 4 Endogeneity Test: The Gaussian Copula Approach

Path T statistics P values
GC (ESG Performance) -> Recovery Time 0.027 0.979
GC (Environmental Pillar) -> Recovery Time 0.395 0.693
GC (Social Pillar) -> Recovery Time 1.652 0.099
GC (Governance Pillar) -> Recovery Time 0.777 0.437
GC (ESG Controversies) -> Recovery Time 0.227 0.82
GC (ROA) -> Recovery Time 0.16 0.873
GC (Firm Size) -> Recovery Time 1.29 0.197

Notes : GC = Gaussian Copula

Source: Output of SmartPLS 4, (2022)
4.5 Discussion of Research Results
4.5.1 Effect of ESG Performance on Recovery Time

ESG performance has a positive and insignificant impact on Recovery
Time. This finding explains that the better the ESG performance of
companies in Asia, it will not speed up the time needed for the recovery
of company stock prices during the COVID-19 pandemic, and vice versa.
The results of this study are not in line with the SRI literature and research
from Albuquerque et al., (2020), Gianfrate et al., (2021), Li et al., (2022),
Buallay (2022) and Eng et al., (2022) which explain that a company's ESG
performance has an impact significantly to the increase in the company's
market performance. According to the SRI literature, companies that
practice sustainable finance, in this case performing well on ESG, should
show that the company is building positive relationships with
stakeholders, society and the environment. Investors as one of the
stakeholders should respond to this with positive behavior. On the other
hand, Giakoumelou et al. (2022) stated that in a state of panic (the Covid-
19 pandemic) and high uncertainty, it is likely that investors will only
focus on the company's financial condition, while for investment
managers (sophisticated investors), taking into account the ESG
performance is something that needs to be adapted immediately.
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The results of this study are in line with research from Ahmed et al.
(2022), Shakil (2022) and Torre et al., (2020) which show that a
company's ESG performance is not able to heal the company's stock
performance which was damaged due to the COVID-19 pandemic. This
is possible because the integration of ESG will create value for long-term
shareholders, so that when a pandemic crisis occurs, ESG's performance
has not been able to accelerate the recovery time for the company's share
price. The positive correlation of ESG performance with the stock price
recovery time indicates that the majority of investors seem to give
punishment to the companies that perform well in ESG aspects.
Therefore, various other factors are needed, such as financial flexibility
to improve the company's stock performance in the face of unexpected
shocks from the COVID-19 pandemic, so as to speed up the recovery time
for company stock prices (Demers et al., 2020).

These findings indicate that the ESG performance is one aspect that is not
considered by the shareholders or investors in Asia in making investment
decisions. Because the majority of investors in Asia tend to behave short-
sighted or short-term oriented investors. They have a view that the ESG
aspect is one of the factors that weighs on the company's market
performance. According to the results of this study, the investors'
assessment of ESG shows that they tend not to realize the importance and
essence of implementing ESG in the long term. Thus, the integration of
ESG activities cannot accelerate the process of recovering the company's
share price during the Covid-19 pandemic crisis. It takes joint efforts from
various parties to build awareness that the principle of sustainability is
important for our common future.

4.5.2 Effect of the Environmental Performance on Recovery Time

The research findings show that the ESG performance on the
environmental pillar has a negative and significant effect on the recovery
time of the company's stock price. This means that the better the
company's environmental performance, the faster the recovery time for
the company's stock prices during the Covid-19 pandemic in Asia. These
findings are in line with the SRI literature and research results from
Engelhardt Ekkenga, Jens, Posch, Peter, (2021) and Zeyun Li et al.,
(2022) which explains that the more companies' involvement in
environmental performance, the better the stock performance. Thus, good
environmental performance makes companies more resilient when market
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uncertainty is high, and therefore managers must increase their
commitment to develop appropriate CSR strategies. Researchers believe
that if the company's market performance increases, it shows the
company's resilience so that the company has the ability to recover more
quickly when a crisis occurs. Results that have a significant effect indicate
that the more information disclosed by companies regarding the
company's performance on the environment, will accelerate the process
of recovering stock prices during a pandemic crisis, thereby influencing
investors' decisions in making investment decisions.

Apart from causing a health crisis, the Covid-19 pandemic has also put
pressure on economic and social conditions throughout the world.
Investors are concerned that pandemic response activities will also have
a negative impact on environmental conditions such as an increase in
medical waste, errors in the disposal of personal protective equipment, an
increase in municipal waste production, and a reduction in recycling
activities (Facciola et al., 2021). In addition, investors' attention to the
company's environmental performance is also based on its future survival
that depends on the environment. The author argues that the disclosure of
environmental performance by companies also shows the company's
concern for the investors and provides added value to the company from
investors. Ultimately, the investors don't leave ESG stock with good
environmental performance, so ESG's share price doesn't drop too badly
and has a faster recovery time than their competitors.

4.5.3 Effect of Social Performance on Recovery Time

This study investigates that ESG performance on the Social Pillars has a
positive and significant effect on the recovery time of a company's stock
price. Results that have a significant effect indicate that the more
information disclosed by companies regarding the company's social
performance, the greater the recovery time for stock prices during a
pandemic crisis, thereby influencing investors' decisions in making
investment decisions. These findings are in contrast to the SRI literature
and research from Managi et al., (2021) and Utami & Hasan (2021) which
explain that better corporate social performance has an impact on higher
returns and lower volatility. Furthermore, Zhou et al., (2021) and Bahari
(2023) explained that a company's social performance significantly
reduces the risk of falling stock prices during the Covid-19 pandemic
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crisis, even social contributions from charitable donations for pandemic
relief have no impact on the risk of stock crashes.

This finding is in line with research from Buallay (2022) in a study related
to the effect of social aspects on the performance of banking companies
in Europe which revealed that social disclosure has a negative effect on
the performance of Tobin's Q, ROA, and company ROE. This finding is
consistent with Hypothesis 1 (H1) where the integration of ESG activities
is only seen as a burden for the majority of investors in Asia, because they
tend to be short-sighted or short-term oriented investors. In line with
Mahmud et al., (2021), who explained that during the Covid-19 pandemic
crisis, companies carried out a lot of social performance to support key
stakeholders such as employees, customers, and society (community) as
a whole through their ESG initiatives, such as companies donated many
goods, including donations of personal protective equipment for health
workers, medical equipment, food security, shelter, and support for small
and medium enterprises. So that the better the company's social
performance, it gives a signal to the investors that a lot of funds will be
spent to finance these activities and if not supported by good financial
conditions it will burden the company, which in turn has an impact on the
longer time it takes for stock prices to recover from the pandemic crisis.

4.5.4 Effect of Governance Performance on Recovery Time

The research findings show that the ESG performance on the Governance
pillar has a negative and insignificant effect on the recovery time of the
company's stock price. That is, the better the company's Governance
performance, the less influential it will be in accelerating the recovery
time for company stock prices during the Covid-19 pandemic in Asia, and
vice versa. The results of this study are inconsistent with the SRI literature
and research from Amelia et al., (2021), Dezi et al., (2021), Hsu & Liao
(2022) and Wang et al., (2021) which explain that governance
performance will affect significantly on the company's market
performance. They also explained that good corporate governance
performance will reduce the risk of falling stock prices during a crisis
which will ultimately improve the company's sustainable and stable
market performance.

This finding is in line with research from Hafidzi (2021) and Kurniaty et
al., (2019) that no matter how many disclosures of corporate governance
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performance are, it will not have a significant effect on the company's
market performance. Furthermore, Batae et al., (2020) explained that the
quality of corporate governance has a negative contribution to market
valuation, this indicates that market investors do not appreciate the
company's involvement in supporting the implementation of best
governance practices that can reduce the risk of the company's portfolio.
This finding indicates that the investors do not pay attention to the ESG
performance in the Governance Pillar, both during normal conditions and
during a crisis due to the COVID-19 pandemic. In other words, the
application of the ESG to the Governance Pillars does not change the
views of the investors, so it does not accelerate the recovery of the
company's share price in times of crisis due to the pandemic.

This shows a unique phenomenon, in which investors in Asia tend to
prefer short-term profits (short-sighted). Investors tend to assume that the
implementation of good governance policies will not potentially increase
the company's stock price, at least in the short term. The author suspects
that the investors tend to prefer investing in companies with moderate, or
even poor, governance aspects, as long as they provide short-term profits,
rather than investing in companies with good governance performance but
the potential for long-term value increases. Another argument that
strengthens this phenomenon is that investors in Asia consider the
disclosure of good governance to be only a management gimmick to
fulfill the company's institutional obligations to regulators and the public
without providing significant added value to the company. So based on
this, Governance performance did not have a significant effect on
accelerating the recovery time for company stock prices in Asia during
the Covid-19 pandemic crisis.

5. Conclusions

The findings in this study indicate that the integration of the ESG
activities in Asia has no significant effect on accelerating the recovery
time for stock prices during the Covid-19 pandemic. However, the results
of research on the performance of each ESG component show unique
findings, where the company's environmental performance has a negative
and significant impact on the magnitude of the recovery time for the
company's stock price. Then the company's social performance has a
positive and significant impact on the recovery time of the company's
stock price. Finally, the company's governance performance did not have
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a significant impact on accelerating the recovery time for stock prices
during the Covid-19 pandemic. This finding shows a unique phenomenon,
in which investors in Asia tend to prefer short-term gains (short-sighted).
So that being a good company (in terms of implementing ESG) will create
an additional burden for the company, which in the end will not be able
to help speed up the recovery time for the company's stock price.

The application of ESG as reflected in the ESG score has not been fully
implemented by the companies in Asia. This is reflected in the fact that
there are only a few companies that have an ESG score from the ESG
rating provider, Refinitiv Eikon. The decision to use a rating agency has
the potential to provide different results and findings. Authors get access
to ESG data from Refinitiv. If data from other providers is used, it is
possible to produce different findings.

This research provides implications in the form of several benefits for
various parties such as management, investors, regulators and further
researchers. For company management, the results of this study have
implications for company management to be increasingly motivated to
focus more on sustainability aspects and align them with financial
conditions and the wishes of stakeholders. As well as company
management should more frequently promote the integration of their ESG
activities in the mass media, company websites and other reporting media,
so that the investors become more aware of the importance of
sustainability performance in providing added value to hem. It takes joint
efforts from various parties to build awareness that the principle of
sustainability is important for our common future. The findings in this
study can be used as feedback for governments around the world,
especially in the Asian region, and can be used as consideration or input
in improving the quality of the existing regulations and standards related
to ESG activities and corporate sustainability reports.

Finally, the authors recommend that the future research is expected to (1)
be able to analyze and add other factors or aspects of sustainability that
can affect Corporate Resilience, such as Sustainable Development Goals
(SDGs) and others, (2) use analyst coverage as a moderating variable, to
find out whether analysts' assessments related to ESG are able to change
the investors' views or not, and (3) extend the research time, because the
Covid-19 pandemic does not only take place in 2020. For more concrete
results, the future researchers are advised to provide an analysis of the
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effect of the ESG performance based on worldwide evidence. This
research is proposed to be used as additional reference material for further
research in the same field, such as financial accounting and sustainable
accounting, so as to improve the quality of the research results.
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