CHAPTER 5 CONCLUSION & LIMITATION

5.1 Conclusion

This study examines the impact of Green Credit implementation and Corporate
Social Responsibility (CSR) disclosure on firm value in the banking sector. The
findings reveal that Green Credit has a positive and statistically significant effect
on firm value. This result indicates that banks that actively implement sustainable
financing practices tend to achieve higher market valuations. By allocating credit
to environmentally responsible projects and companies, banks demonstrate their
commitment to sustainability, thereby enhancing investor confidence and
strengthening the institution’s reputation. As a result, the market tends to respond
positively to banks that integrate environmental considerations into their lending

strategies.

Furthermore, the results suggest that sustainable financing initiatives play an
important role in shaping investors' perceptions and market evaluations of banking
institutions. Green Credit policies signal that banks are better prepared to manage
environmental risks and align their operations with global sustainability trends.
This commitment to responsible lending can improve stakeholder trust and
contribute to long-term financial stability, ultimately supporting higher firm value
in the banking industry.

On the other hand, CSR disclosure measured using the GRI Standard does not
necessarily translate into stronger firm value. Although CSR reporting aims to
increase transparency regarding environmental, social, and governance practices,
the market may not always interpret such disclosures as indicators of immediate

financial benefits. In addition, the control variable Return on Equity (ROE) shows
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a significant relationship with firm value, suggesting that profitability alone does
not automatically lead to higher market valuation. These findings highlight that
while sustainability initiatives, such as green financing, are increasingly valued by
investors, the broader recognition of CSR disclosure and traditional profitability
measures in determining firm value may vary with market perceptions and

investment priorities.

5.2 Implications

From a theoretical perspective, this research adds to the growing body of literature
on sustainable finance by exploring the distinct roles of green financing and CSR
disclosure in affecting firm value. The findings offer further insight into how
environmentally focused financial practices, such as green credit, can shape market
perceptions and corporate valuation. By differentiating the impacts of sustainable
financing activities and CSR reporting, this study helps deepen the understanding
of how sustainability-related initiatives are viewed by investors and the broader

market.

From a practical perspective, the results suggest that banks should not only focus
on implementing sustainable financing initiatives but also strengthen the quality
and clarity of their CSR reporting. Integrating green financing strategies with
transparent and well-structured CSR disclosures may help improve market
confidence, reinforce stakeholder trust, and enhance the long-term reputation of
banking institutions. Such efforts can support the sustainability of banking

operations while contributing to stronger corporate value in the future.
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5.3 Limitations and Suggestions

This study has several limitations that should be acknowledged. First, the analysis is
based on a relatively small sample of 57 observations drawn from the Indonesian
banking sector, which may limit the generalizability of the findings. The focus on a
single industry and country context may not fully capture variations in sustainability
practices and market responses that exist across different sectors or institutional
environments. In addition, the study relies on specific measurements of sustainability
practices, such as the Green Credit Ratio and CSR disclosure based on the GRI
Standard, which may not completely represent the broader scope of sustainability
initiatives implemented by companies. Other environmental, social, and governance

(ESQG) indicators may also influence firm value but were not included in this analysis.

Another limitation relates to the scope of variables examined in the model. Although
this study incorporates Return on Equity (ROE) as a control variable, other financial
and governance-related factors that may affect firm value—such as firm size,
leverage, growth opportunities, risk management practices, and macroeconomic
conditions—were not considered. The exclusion of these variables may limit the
ability of the model to fully explain variations in firm value. Additionally, CSR
disclosure was measured primarily through the GRI framework, which focuses on the
extent of disclosure rather than the quality, effectiveness, or actual impact of CSR
activities. As a result, the analysis may not fully capture how meaningful sustainability

practices influence investor perception and market valuation.

Based on these limitations, several suggestions can be proposed for future research.
Future studies could expand the sample size and include companies from different
industries to provide a broader understanding of the relationship between sustainability

practices and firm value. Cross-country comparisons would also be valuable for
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examining how differences in regulatory environments, sustainability policies, and
market maturity influence the effectiveness of green financing and CSR initiatives.
Furthermore, future research could incorporate additional variables, such as corporate
governance mechanisms, institutional ownership, board characteristics, and
environmental performance indicators, as moderating or mediating variables. Including
these factors may provide deeper insights into the mechanisms through which
sustainability practices influence firm value and help develop a more comprehensive

understanding of sustainable finance in various market contexts.
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