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Abstract 

 
The growing attention towards environmental and social issues 

has spurred firms to actively pursue Environmental, Social, and 

Governance (ESG) initiatives. Understanding the correlation between 

ESG and firm value is vital for the effective implementation of related 

strategies and the development of sustainable business models. While 

numerous studies have explored this relationship, there is a notable 

knowledge gap concerning its evolution over time and its intersection 

with quality management. Addressing these gaps, this thesis 

conducts regression analyses using data from publicly listed US 

companies from 2013 to 2022. The objectives are to reaffirm the 

positive correlation between ESG and firm value, identify key turning 

points in the ESG paradigm, and explore the moderating impact of 

ISO 9001 certification. The results reinforce the positive correlation 

between ESG and firm value, pinpointing 2018 as a pivotal year 

marked by the introduction of related standards and frameworks from 

2016 to 2018. Additionally, the findings suggest that the 

implementation of ISO 9001 can positively moderate the ESG-firm 

value relationship, thereby contributing to our understanding of 

ESG's role in sustainable business performance. 

 

Keyword : ESG, Firm Value, Institutionalization, ISO 9001, 

Sustainability, Quality Management 

Student Number : 2021-21076 

 

 

 

 

 

 



 

 ii 

Table of Contents 

 
Chapter 1. Introduction ............................................................ 1 

 

Chapter 2. Literature Review .................................................. 5 

 

Chapter 3. Model ................................................................... 14 

 

Chapter 4. Results ................................................................. 20 

 

Chapter 5. Discussions .......................................................... 28 

 
Chapter 6. Conclusion ............................................................ 32 

 
 

Bibliography ........................................................................... 34 

 

Abstract in Korean ................................................................ 42 

 



 

 １

Chapter 1. Introduction 
 

 

The dawn of the 21st century witnessed a paradigm shift in the 

corporate world, away from an exclusive focus on profit maximization 

to a more holistic view of value creation. This evolution has largely 

been driven by the growing awareness and acceptance of the 

environmental, social, and governance (ESG) agenda. ESG principles 

have steadily gained traction and have fundamentally reshaped 

business practices and investor behavior across the globe (Franklin, 

2008; Flammer, 2015; Dimson et al., 2015; Eccles et al., 2014). 

Despite the critical role that ESG plays in contemporary corporate 

governance, there remains a need for rigorous empirical evidence on 

its financial implications and underlying mechanisms (Alshehhi et al., 

2018; Friede et al., 2015). 

 

The push for a sustainable and equitable global economy has 

spurred the rise of ESG investing, marked by investors' consideration 

of firms' environmental, social, and governance performance 

alongside traditional financial factors (Eccles et al., 2014; Giese et 

al., 2019). This surge in interest necessitates a comprehensive 

understanding of the potential link between a firm's ESG performance 

and its financial performance, a topic that has sparked substantial 

academic and practical debate (Friede et al., 2015; Busch et al., 

2016). Amidst this discourse, this study seeks to contribute to the 

body of knowledge on the role of ESG in corporate performance, 

focusing specifically on firms in the United States. 

 

Scholars have rigorously examined the relationship between ESG 

and corporate performance, with most studies finding a positive 

correlation (Surroca et al., 2010; Flammer, 2015; Porter and Kramer, 

2011; Albuquerque et al., 2018). Drawing from stakeholder theory 

(Freeman, 1984; Mitroff, 1983) and the resource-based view 

(Aragón-Correa and Sharma, 2003; Hart, 1995). ESG can be 

positioned as a distinctive strategy that aids firms in enhancing 
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intangible assets, including corporate reputation, brand loyalty, and 

productivity (Surroca et al., 2010). Moreover, ESG can function as a 

risk management instrument, influencing the cost of capital and 

overall corporate performance (Albuquerque et al., 2018; Ghoul et al., 

2011; Li et al., 2021). Conversely, several studies have produced 

neutral or even negative conclusions concerning the ESG-firm 

performance relationship (Chen et al., 2018; Makni et al., 2009; Sen 

and Bhattacharya, 2001). Despite these studies, the impact of ESG 

on corporate performance remains open to interpretation and 

requires further investigation and analysis. 

 

The research questions for this study are: 1) Does ESG impact 

corporate performance? 2) How has the relationship between ESG 

and corporate performance evolved over time? 3) Are there 

moderating factors that can assist firms in implementing ESG more 

efficiently? 

 

It is crucial to consider how the impact of ESG may have changed 

over time due to its increasing institutionalization. Although some 

firms have long been committed to sustainable business practices, a 

significant trend toward ESG business strategies is relatively recent. 

This shift was propelled by the introduction of ESG-related 

frameworks and standards, fostering the incorporation of ESG 

principles into corporate strategies. 

 

Corporate giants like Amazon announced the Climate Pledge in 

2019, committing to net-zero emissions across their businesses by 

2040 (Amazon, 2019). In 2020, Microsoft pledged to become carbon 

negative by 2030 (Microsoft, 2020). Likewise, Nestle announced 

plans in 2019 to speed up climate-related actions with the goal of 

achieving net-zero emissions by 2050 (Nestle, 2019). These 

declarations from major corporations highlight the increasing 

significance of ESG and further solidify its institutionalization, aided 

by the adoption of relevant standards and frameworks. 
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Our research extends this discourse by examining the impact of 

Total Quality Management (TQM), specifically ISO 9001 certification, 

on the ESG-corporate performance relationship. As businesses 

strive to align their operations with ESG criteria, TQM, which 

emphasizes customer satisfaction, continuous improvement, and 

effective internal processes, becomes critically important (Elkington, 

1998; Prajogo & Sohal, 2003). TQM provides a strong foundation for 

the effective implementation and management of ESG strategies 

(Dean and Bowen, 1994; Hackman and Wageman, 1995). Specifically, 

ISO 9001 certification could influence how ESG initiatives are 

deployed within a firm and their impact on financial performance 

(Casadesús et al., 2006; Gupta, 1995). 

 

ISO 9001 certified firms, equipped with rigorous quality 

management systems, could be better positioned to integrate and 

optimize ESG strategies, enhancing their financial performance 

(Poksinska et al., 2006). Hence, the potential moderating role of TQM, 

particularly ISO 9001 certification, in the ESG-financial performance 

relationship deserves attention (Waddock and Graves, 1997; 

Brammer and Millington, 2008). Exploring this dynamic can offer 

insights into how businesses can leverage quality management 

systems to enhance the effectiveness of their ESG initiatives, 

thereby driving superior financial performance and stakeholder value. 

 

Our study makes several significant contributions. Firstly, it re-

examines the impact of ESG on corporate performance using datasets 

from 2013 to 2022. Prior research analyzed this relationship using 

older datasets; however, the changing dynamics and perceptions 

towards ESG necessitate a re-examination using panel data 

regression analysis. Secondly, we adopt an institutionalization 

process framework to argue that ESG has reached a stage of 

temporal stability in practices. We trace this process through time, 

noting the considerable shift brought about by the introduction of 

various standards and frameworks. Lastly, we explore the 

moderating effect of ISO 9001 certification on the ESG-financial 
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performance relationship, positing that ISO 9001 certified firms could 

be better poised to reap the benefits of ESG strategy implementation. 

 

The rest of the paper is structured as follows: Section 2 reviews 

related literature and develops research hypotheses. Section 3 

outlines the identification strategy, sample and measurements, and 

model specifications. Section 4 presents the panel regressions and 

analyzes the results. Section 5 discusses the primary findings and 

managerial implications, while Section 6 concludes the paper. 
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Chapter 2. Literature Review 
 

We review the literature from various aspects: (i) ESG’s impact 

on corporate performance, (ii) the institutionalization process 

framework, and (iii) the moderating role of TQM. We develop the 

main relationship and moderating effects between each element 

based on a review of the studies. We then propose our research 

hypotheses based on the existing literature and theories.   

 

2.1. ESG and Its Impact 
 

There has been various literature studying the relationship 

between ESG and corporate firm performance. The majority of the 

literature concluded that there is a positive correlation between ESG 

and firm performance, supported by stakeholder theory (Freeman, 

1984; Clarkson, 1995) and resource-based view. ESG can serve as 

a differentiation strategy that helps firms develop valuable intangible 

assets (Hillman and Keim, 2001). 

 

To measure financial performance, many scholars have used 

return on assets (ROA) as a dependent variable. Cavaco and Crifo 

(2014) analyzed the relationship between various dimensions of 

corporate social responsibility (CSR) and corporate financial 

performance, including ROA and stock market measurement captured 

by Tobin’s Q. As certain CSR dimensions are substitutable, 

companies should be cautious and implement complimentary CSR 

practices. Barnett et al. (2012) used ROA as a dependent variable to 

study the relationship between CSR and corporate financial 

performance. The results showed that the companies with high CSR 

have the highest ROA.   

 

Other researchers have used Tobin’s Q as a dependent variable 

to study the ESG-financial performance relationship. Surroca et al. 

(2010) studied the relationship between corporate responsibility 

performance (CRP), measured by KLD ratings, and corporate firm 
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performance, measured by Tobin’s Q. The authors concluded that 

there is a positive relationship between CRP and firm performance, 

mediated by intangible assets, such as innovation, human capital, 

reputation, and culture. Jo and Harjoto (2011) concluded that there 

is a positive association between CSR and firm value measured by 

industry-adjusted Tobin’s Q. Flammer (2015) used regression 

discontinuity design to study whether CSR leads to positive returns 

and corporate firm performance. Albuquerque et al. (2018) found that 

CSR has a dual effect of reducing systematic risk and enhancing firm 

value. Furthermore, their research highlights that these positive 

effects are particularly prominent for companies with high product 

differentiation. Behl et al. (2021) performed cross-lagged panel 

structural equation modeling to study the impact of ESG on the Indian 

energy sector’s firm value. Whereas in the short term, ESG has a 

negative impact on firm value, ESG improved firm value in the long 

run.  

 

However, some scholars have arrived at neutral or even negative 

conclusions regarding the relationship between ESG and firm 

performance. According to Chen et al. (2018), as CSR activities 

prioritize the benefits to society over shareholders, some scholars 

argue that CSR can potentially decrease financial performance, as 

indicated by previous studies such as Makni et al. (2009) and Sen 

and Bhattacharya (2001). These findings provide evidence 

supporting the negative impact of CSR. The impact of ESG on 

corporate firm performance is still inconclusive up to date. 

 

2.2. Institutionalization Process Framework 
 

Market shaping, a concept gaining traction in the business and 

academic sphere, involves strategic efforts by firms to redefine 

market parameters by altering exchange content, stakeholder 

networks, and market-governing institutions (Nenonen et al., 2019). 

Achieving this requires cooperation among diverse market actors, 
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with a 'market shaper' leading a host of other participants (Beninger 

and Francis, 2021; Maciel and Fischer, 2020). 

 

Existing research primarily investigates strategies and 

competencies of market-shaping firms (Nenonen et al., 2019), but 

does not sufficiently address how multiple actors coordinate in the 

market-shaping process. Such collaboration is critical for 

institutional reform, and by extension, effective market shaping. 

 

This perspective views markets as socially constructed 

phenomena consisting of actors, practices, and institutions (Fehrer 

et al., 2020). It highlights the need for greater exploration of the 

dynamic interactions between market actors, their engagement 

behaviors, emergent practices, and pertinent institutions. 

 

Institutional work, defined as the intentional efforts of individuals 

and organizations to create, maintain, and disrupt institutions 

(Lawrence and Suddaby, 2006), helps clarify this interaction. This 

concept acknowledges that institutions coevolve as shared 

understandings emerge and new institutional configurations are 

collectively enacted (Vargo et al., 2020). 

 

This process of institutionalization is recursive and nonlinear, 

involving various actors partaking in institutional work (Zietsma and 

McKnight, 2009). Thus, market shaping literature increasingly 

underscores the significance of actors' engagement behaviors 

(Storbacka, 2019) and their role in facilitating institutional work for 

market shaping. 

 

Actor engagement indicates an actor's inclination and actions to 

invest resources in their interactions with others (Brodie et al., 2019; 

Storbacka et al., 2016), reinforces and drives institutional change, 

and can be induced by the market shaper. Fehrer et al. (2020) 

illustrate how the interplay of actors' engagement behaviors, 

institutional work, and the dispersion of new behaviors across the 
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network culminate in creating and stabilizing new institutional 

configurations, thereby contributing to market shaping. 

 

To comprehensively understand the evolution of ESG principles, 

it's crucial to trace their path through various stages of 

institutionalization. Initially, ESG principles were largely voluntary, 

embraced by a small subset of corporations driven by ethical and 

moral considerations (Carroll, 1999). According to Kleinaltenkamp 

(2021), this stage represents the pre-institutional phase where the 

concept is introduced. 

 

To thoroughly understand the evolution of ESG principles, it is 

crucial to recognize their journey through different stages of 

institutionalization. Kleinaltenkamp's (2021) three-stage 

institutionalization framework provides a basis for understanding the 

institutionalization process of initiatives. 

 

In the first stage, known as the pre-institutional phase, ESG 

principles were largely discretionary and adopted by a select few 

companies driven by ethical considerations (Carroll, 1999). This 

phase represents the introduction of the concept into the corporate 

world. 

 

The second stage involves the establishment of stable practices. 

During this phase, ESG considerations increasingly found their way 

into everyday business operations, becoming embedded in the 

strategic planning and risk management processes of numerous 

corporations, as suggested by Eccles and Serafeim (2013). 

 

The final stage, institutional change, is witnessed when these 

principles become integrally incorporated into regulatory 

frameworks and governance structures. The integration of ESG 

principles into regulatory frameworks is still ongoing but is a growing 

trend, with a rising number of regulatory bodies considering the 

inclusion of ESG factors in their guidelines (Busch et al., 2016). 
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Through the perspective of Kleinaltenkamp's framework, the 

evolution of ESG principles can be mapped along these stages. The 

journey began with the adoption by a small subset of ethically driven 

corporations, followed by their integration into standard business 

practices, and is now moving towards inclusion in regulatory 

frameworks. The institutionalization of ESG principles has been 

significantly expedited with the introduction of various standards and 

frameworks such as the Task Force on Climate-related Financial 

Disclosures (TCFD), Global Reporting Initiative (GRI), and 

Sustainability Accounting Standards Board (SASB) from 2016 to 

2018 (Comyns, 2016). These provide a roadmap for ESG integration 

and reporting, catalyzing the institutionalization process (Herzig & 

Moon, 2013). 

 

Although some firms have been attempting to incorporate ESG 

into their business models, it was not a widespread trend. However, 

given the increasing presence of ESG-related standards and growing 

pressure from stakeholders, a stronger correlation between ESG 

principles and corporate performance may be observed in the near 

future. 

 

 

 

Fig. 1. Model of engagement-driven institutionalization for ESG. 
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2.3. Moderating Role of TQM 
 

The function of quality management, which includes Total Quality 

Management (TQM) and ISO 9001 certification, in relation to firm 

performance has been a topic of substantial academic investigation. 

Several studies have highlighted the link between quality 

management and performance indicators such as operational 

efficiency, customer satisfaction, and financial outcomes. 

 

The concept of TQM, which emphasizes continual improvement 

and customer satisfaction, has been posited as a moderating factor in 

the relationship between ESG and financial performance. Dean and 

Bowen (1994) suggested that TQM could offer a conducive 

environment for the effective implementation of ESG strategies, 

consequently improving financial performance. 

 

The role of ISO 9001, a globally recognized quality management 

standard, in this context also merits attention. The attainment of ISO 

9001 certification can be indicative of a company's robust quality 

management system, highlighting its preparedness to integrate ESG 

principles effectively (Casadesús et al., 2006). This accreditation 

could enhance the visibility and credibility of a firm's ESG initiatives, 

bolstering their impact on financial performance (Poksinska et al., 

2003). 

 

Research findings by Claver et al. (2001) suggest that ISO 

9001-certified firms tend to attract stakeholders who prioritize 

long-term success. This encourages patience and support for ESG 

initiatives, thereby enhancing their potential impact on financial 

outcomes. These insights add to the growing literature examining the 

moderating role of quality management certifications on ESG-related 

outcomes. 
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Several empirical studies have showcased the positive 

correlation between TQM, or its practices, and firm performance. 

O’Neill et al. (2016) presented evidence of a statistically significant 

financial performance advantage for small Australian manufacturing 

firms with a firm quality management orientation. A study by Lo and 

Yeung (2018) employed hierarchical linear modeling and panel data 

analysis to uncover a positive relationship between the 

institutionalization of ISO 9000 certification and the consistent 

growth of sales revenue. Furthermore, research by Sila (2018) on 

Turkish companies using structural equation modeling underscored a 

positive impact of TQM on both corporate social performance and 

financial performance. 

 

Despite the substantial body of evidence pointing to the 

moderating role of TQM and ISO 9001 on the relationship between 

ESG and corporate financial performance, a research gap persists. 

While shared principles and potential synergies exist between quality 

management and ESG practices, empirical evidence on the role of 

quality management in optimizing the benefits of ESG remains scarce. 

This study aims to fill this gap and add to the understanding of how 

quality management systems can enhance the effectiveness of ESG 

initiatives, leading to improved financial performance and stakeholder 

value. 

 

2.4. Hypotheses 

 

Although some research has reported a negative correlation 

between ESG (Environmental, Social, and Governance) factors and 

firm performance, the majority of studies suggest a positive 

correlation. As more companies embrace ESG implementation and 

stakeholders become increasingly aware of environmental and social 

issues, it is likely that the impact of ESG investment on firm 

performance has shifted in a positive direction. 

 



 

 １２

H1: ESG factors positively correlate with firm performance. 

 

The introduction of comprehensive ESG frameworks and 

standards, adaptable to a variety of industries, between 2016 and 

2018, represented a substantial shift towards an intensified focus on 

ESG activity. However, the effective implementation of these 

standards into a firm's business model is not an immediate process. 

It requires a certain period of adjustment and integration. 

 

During this time, companies not only digest the new standards 

but also plan and execute strategies to embed them into their existing 

business processes. This, in essence, establishes a self-reinforcing 

mechanism. Companies can use these standards as benchmarks to 

monitor their performance in specific areas, thereby driving 

continuous improvement. 

 

As such, we hypothesize that following an acclimation period of 

one to two years after the initial roll-out of these frameworks in 

2016, the influence of these standards on firm performance would 

have notably amplified from 2018 onwards. Moreover, these 

standards catalyzed a collective movement. Instead of only a select 

few taking part in ESG activities, these frameworks encouraged many 

major companies to actively seek ways to better incorporate ESG 

initiatives into their business models. 

 

H2: Post-2018, the correlation between ESG factors and firm 

performance strengthened, likely due to the dissemination and 

subsequent adoption of ESG standards by firms. 

 

There are notable similarities between ISO 9001 and ESG. Firms 

that have actively pursued a quality management system to enhance 

their monitoring systems and increase operational efficiency may find 

it easier to incorporate ESG initiatives. Furthermore, stakeholders 

involved in ISO 9001-certified firms are more likely to be focused 

on long-term value compared to those associated with non-ISO 
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9001-certified companies. This may result in a stronger positive 

advertising impact through ESG initiatives, potentially enhancing firm 

performance through investment, compared to firms that have 

invested in ESG initiatives at a similar level. 

 

H3: ISO 9001 positively moderates the relationship between ESG 

factors and firm performance. 
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Chapter 3. Model 

 

We conduct an empirical analysis using panel regression with 

fixed effects on industry and year. We collected data mainly from 

three sources: Refinitiv Eikon for ESG score, COMPUSTAT for 

financial measures, and an online search for ISO 9001 certificate 

information. 

 

3.1. Base Model: ESG Institutionalization 
 

First, we conduct the analysis of the overall impact of ESG on 

corporate firm performance, captured by Tobin’s Q, and how the 

relationship changed over time. Our data consist of U.S. public firms 

from 2013 to 2022, which yields a total of 5,130 firm-year 

observations. 

 

ESG score data was collected from the Thomson Reuters 

Refinitiv ESG database. We include public companies headquartered 

in the United States in the Refinitiv database. Companies without at 

least 10 years of ESG score record from Refinitiv were excluded 

from the sample to ensure the consistency of the data. Refinitiv 

collects information from various sources including corporate annual 

reports, CSR reports, NGO websites, and news sources (Refinitiv, 

2022). Refinitiv evaluates ESG scores for each environmental, social, 

and governance pillar in categories listed in Table 1. The scores are 

based on the relative performance and materiality of ESG factors 

within the industry sector and country and range from 0 to 100. 

Refinitiv ESG scores have been used in prior literature, such as Dyck 

et al. (2019) and Albuquerque et al. (2020).  

 

Financial measures are obtained from COMPUSTAT. and 

employed Tobin’s Q to capture long-term effects and intangible 

assets that are not captured through ROA. Tobin’s Q was calculated 

in accordance with Albuquerque et al. (2018). Tobin’s Q is measured 
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as the ratio of the market value of equity plus the book value of debt 

to total assets.  

 

We control for other variables known to be associated with 

corporate firm performance to account for the variation in firm 

performance from the impact of ESG. Firm size (log of assets), 

CAPEX (capital expenditures to assets), and leverage (long-term 

debt to assets) may be significant indicators of firm risk and 

performance (Sassen et al., 2016; Mishra and Modi, 2013). R&D 

intensity (R&D expenses to revenue) and advertising intensity 

(advertising expenses to revenue) can lead to innovations and strong 

signal effects to investors (Albuquerque et al., 2018; Cavaco and 

Crifo, 2014). Liquidity (cash flow to revenue) and dividend yield 

(dividend payment to stock price) signals the financial state of the 

company (Izcan and Bektas, 2022; Sassen et al., 2016). Data for 

control variables were collected from COMPUSTAT and summarized 

in Table 2. 

 

Pillars Categories 

Environmental 

Emission 

Innovation 

Resource Use 

Social 

Community 

Human Rights 

Product Responsibility 

Workforce 

Governance 

CSR Strategy 

Management 

Shareholders 

 

Table. 1. Refinitv ESG pillars and categories 
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Control Variables Description 

Firm Size Natural log of total assets 

ROA EBITDA / Total Assets 

R&D Intensity R&D Expenses / Revenue 

Advertising Intensity Advertising Expenses / Revenue 

Leverage Long-term Debt / Total Assets 

Liquidity Cash Flow / Revenues 

Dividend Yield Dividend Paid / Stock Price 

CAPEX Capital Expenditure / Total Assets 

Operational Expenditure Operational Expenditures / Revenue 

 

Table. 2. Control Variables 

 

The descriptive statistics of all variables are presented in Table 

3. ESG is a measure of ESG scores from Refinitiv Eikon and was 

divided by 100 for presentation purpose. ESG has a mean value of 

0.5354 and a standard deviation of 0.1921. The mean value of TobinQ 

is 2.27 and a standard deviation of 1.60. We note that Size and CAPEX 

are negatively and significantly correlated with TobinQ. Meanwhile, 

other variables, including ESG, are positively and significantly 

correlated with TobinQ.  

 

Variable Mean SD Min Max 

ESG 0.54 0.19 0.01 0.95 

TobinQ 2.27 1.60 0.49 23.56 

RD 0.04 0.08 0.00 1.47 

Ad 0.01 0.03 0.00 0.36 

Lev 0.30 0.20 0.00 2.36 

CAPEX 0.04 0.04 -0.19 0.44 

Cash 0.12 0.12 0.00 0.82 

Size 9.25 1.27 5.52 13.22 

ROA 0.14 0.11 -2.60 1.58 

Div 0.67 1.71 -0.11 18.55 

OpEx 0.79 0.19 0.11 4.63 

 

Table. 3. Descriptive Statistics 
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We develop a basic model that analyzes the direct relationship 

between ESG scores on corporate firm performance for all the 

samples from years 2013 through 2022. Behl et al. (2021) concluded 

that ESG scores are negatively associated with a firm value in short-

term, but positively affect firm value in the long run. Albuquerque et 

al. (2018) and Li et al. (2021) performed regression analysis using 

lagged independent variables. As such, we applied the same logic and 

all the independent variables are lagged by one year to account for 

the long-term effect of the ESG scores on corporate firm 

performance. Π ,  denotes Tobin’s Q in year 𝑡 + 1 for industry 𝑖. 

Using the first four digits of the North American Industry 

Classification System (NAICS) code, we captured subsectors within 

the manufacturing industry. 𝐸𝑆𝐺  denotes ESG score, and 𝑋  is a 

vector of control variables, including ROA, Lev, R&D Intensity, 

Advertising Intensity, Cash, Div, and Operations. 

 

Π , = 𝛼 + 𝛼 𝐸𝑆𝐺 + 𝛽 𝑋 + 𝛾 + 𝜂 + 𝜖               (1) 

 

𝛼  is the intercept, 𝛾  is the industry effect, 𝜂  is the time effect, 

and 𝜖   is the random error. 𝛼  is the coefficients to be estimated 

and measure the correlation between key variables and corporate 

firm performance. If 𝛼  is significant and positive, it would indicate 

that the ESG score has a positive relationship with firm performance. 

 

To ascertain whether 2018 was indeed a pivotal year, marking 

an enhanced relationship between ESG and firm performance, we 

conducted panel analyses using three different cutoff points - 2017, 

2018, and 2019. This involved bifurcating datasets into pre- and 

post-cutoff year segments. For example, we divided the data into 

pre-2017 and post-2017 subsets, analyzing each to detect whether 

the relationship experienced a shift from 2017 onward. This 

methodology was consistently applied to all three specified time 

points. 
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3.2. ISO 9001 
 

We extended our study to analyze the impact of ISO 9001 

certification on the relationship between ESG and corporate firm 

performance. Our data consist of 226 U.S. manufacturing firms from 

2013 to 2022 and a total of 2,012 firm-year observations. 90 

companies (40%) received ISO certificates. Companies included in 

the sample received ESG scores from Refinitiv for at least 10 years.  

 

In addition to Tobin’s Q, we used return on asset (ROA) to 

evaluate short-term effects and the direct financial impact of ESG 

initiatives. ROA was measured as the ratio of the net income to total 

assets in accordance with Albuquerque et al. 2018 by using a dataset 

obtained from COMPUSTAT. 

 

A firm's effort and seriousness toward a quality management 

system can be measured by whether a firm is ISO 9001 certified. 

They are binary variables, meaning if a company is ISO 9001 certified, 

the quality management variable would become 1, and 0 otherwise. 

As there is no database with all the ISO certification information, the 

certification information is collected through online research from 

various sources. The main sources were company websites, annual 

reports, and CSR reports. 

 

The descriptive statistics of all variables are presented in Table 

4. ESG has a mean value of 0.56 and a standard deviation of 0.19. 

The mean value of TobinQ is 2.41 and a standard deviation of 1.52. 

The mean values of ESG and TobinQ from US manufacturing firms 

are higher than those of US public companies. The mean value of ISO 

is 0.40 and a standard deviation of 0.49. Approximately 40% of the 

samples used in the analysis are ISO 9001 certified and 60% of the 

samples are not ISO 9001 certified. 
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Variable Mean SD Min Max 

ESG 0.56 0.19 0.06 0.95 

TobinQ 2.41 1.52 0.61 14.38 

ROA 0.15 0.07 -0.24 0.89 

RD 0.06 0.10 0.00 1.47 

Ad 0.01 0.03 0.00 0.27 

Lev 0.27 0.14 0.00 1.14 

CAPEX 0.03 0.02 0.00 0.21 

Cash 0.14 0.12 0.00 0.73 

Size 9.14 1.26 5.83 12.84 

Div 0.78 1.91 0.00 14.92 

OpEx 0.80 0.11 0.29 1.95 

ISO 0.40 0.49 0.00 1.00 

 

Table. 4. Descriptive Statistics 

 

To analyze the moderating effects of quality management and 

environmental management, we add the interaction terms between 

ESG and the moderator into the base equation. Below equations (2) 

and (3) are used to test Hypotheses 3.  

 

Π , = 𝛼 + 𝛼 𝐸𝑆𝐺 + 𝛼 𝐼𝑆𝑂 + 𝛽 𝑋 + 𝛾 + 𝜂 + 𝜖          (2) 

 

Π , = 𝛼 + 𝛼 𝐸𝑆𝐺 + 𝛼 𝑄𝑀 + 𝛼 𝐸𝑆𝐺  ×  𝑄𝑀 + 𝛽 𝑋 + 𝛾 + 𝜂 + 𝜖  (3) 

 

Other variables are consistent with equation (1), except for the 

interaction terms. We will focus on coefficient 𝛼  from equations (3) 

to assess the moderating effects of quality management.  

 

The analysis is first carried out without any year lag. For 

instance, the first model will be analyzing the relationship between 

ESG score in the year 2020 and corporate firm performance in the 

year 2020. We will later perform regression analysis where all the 

independent variables are lagged by one year and two years to study 

the long-term effect of ESG scores on firm performances. 
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Chapter 4. Results 

 

4.1. Base Model: ESG Institutionalization 
 

Table 5 represents the results of the tests that firm-level ESG 

is associated with higher corporate financial performance as 

measured by Tobin’s Q with one year lag. Based on the analysis 

result on the sample of 5,130 firm-year observations from the year 

2013 through 2022, all the components of the ESG score, on an 

aggregate and individual level, are positively and statistically 

correlated to Tobin’s Q as shown in Table 5.  

 

The coefficient of the overall ESG score is 0.0094 and 

statistically significant at the 1% level. The result is consistent with 

previous literature that there is a positive correlation between ESG 

and corporate firm performance (Surroca et al., 2010; Flammer, 2015; 

Porter and Kramer, 2011; Albuquerque et al., 2018). Thus, the 

results support the first hypothesis that ESG factors positively 

correlate with firm performance. 

 

The panel regression results for individual pillars were social 

(0.0075), governance (0.0046), and environment (0.0035), in the 

order from the highest coefficient to the lowest. All the individual 

pillar coefficients were significant at the 1% level and indicated a 

positive correlation with Tobin’s Q. The results indicate that 

investment toward social activities will enhance Tobin’s Q more than 

other individual pillars. It is reasonable to conclude that all three 

pillars have a significant and positive relationship with Tobin’s Q, but 

the social pillar has the highest impact and the environmental pillar 

has the lowest effect. 
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(1) (2) (3) (4) 

ESG Score 0.9423*** 
   

Env. Score 
 

0.3497*** 
  

Social Score 
  

0.7518*** 
 

Gov. Score 
   

0.4586*** 

     
CAPEX 0.9645 0.8414 0.9258 0.8432 

ROA 6.3987*** 6.5399*** 6.4183*** 6.5589*** 

Advertise 2.6706*** 2.5536*** 2.3640*** 2.7767*** 

Cash 2.5743*** 2.6138*** 2.6290*** 2.6212*** 

R&D 5.4870*** 5.5636*** 5.3280*** 5.6345*** 

Size -0.2242*** -0.1913*** -0.2097*** -0.1718*** 

Div 0.0652*** 0.0672*** 0.0649*** 0.0678*** 

Leverage 1.2686*** 1.2708*** 1.2764*** 1.2612*** 

Operations 0.9496*** 1.0135*** 0.9851*** 1.0388*** 

     
Controls Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Industry FE Yes Yes Yes Yes 

R^2 0.3206 0.3147 0.3194 0.3157 

     
*** p < 0.01 

    

** p < 0.05 
    

* p < 0.1 
    

 

Table. 5. Model Estimation Result 

 

 

 ESG  Environmental  Social  Governance 

 Pre Post  Pre Post  Pre Post  Pre Post 

2017 0.4521*** 1.3133***  0.0464 0.5881***  0.4694*** 0.8985***  0.2372** 0.6467*** 

2018 0.5346*** 1.4439***  0.0368 0.7545***  0.5073*** 0.9774***  0.3076*** 0.6655*** 

2019 0.6689*** 1.4189***  0.1107 0.8181***  0.6014*** 0.9682***  0.3944*** 0.5923*** 

 

Table. 6. Grouped Panel Analysis Result Summary 
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The bifurcated data analyses indicate a consistently stronger 

correlation between ESG scores and Tobin’s Q in post-cut-off years 

than in their preceding years, as displayed in Table 6. Each cut-off 

year, from 2017 through 2019, shows a notable increase in the 

coefficients for post-periods compared to pre-periods, signifying 

that the ESG-Tobin’s Q relationship has progressively intensified 

over time. For instance, in 2017, the pre-2017 coefficient was 

0.0045, while the post-2017 coefficient rose to 0.0131, 

demonstrating a substantial increase. Similar patterns were observed 

in 2018 and 2019, with pre-2018 and pre-2019 coefficients of 

0.0053 and 0.0069, respectively, and their post-period counterparts 

reaching 0.0144 and 0.0142. This significant and consistent elevation 

in post-period coefficients confirms the strengthening bond between 

ESG scores and firm performance. 

 

The disaggregated data analysis further revealed that the 

escalating trend in the ESG-performance relationship was 

predominantly driven by the environmental aspect of ESG. For 

example, in 2017, the pre-2017 environmental score (E-score) 

yielded an insignificant coefficient of 0.0005, which soared to a 

statistically significant 0.0059 (p<0.01) in the post-2017 period. 

Similar trends were observed in subsequent years, with the post-

2018 and post-2019 E-scores showing significant coefficients of 

0.0075 and 0.0082, respectively, compared to insignificant pre-

period coefficients. This indicates a growing awareness and concern 

towards environmental considerations among firms and stakeholders. 

 

Meanwhile, the social and governance pillars, although exhibiting 

an increase in their coefficients, did not mirror the dramatic upturn 

witnessed in the environmental pillar. For instance, in 2017, the pre-

2017 social score stood at 0.0047 (p<0.01), rising to 0.0090 (p<0.01) 

in the post-2017 period. Similar modest increases were observed in 

2018 and 2019. Similarly, the governance scores displayed minor 

increases between pre and post-periods for the examined years. 

Though these pillars also contributed to the overall relationship 
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between ESG and firm performance, their impact was less 

pronounced than the environmental pillar. 

 

When we look at the magnitude of change between pre and post 

periods from 2017 through 2019, a distinct shift in 2018 becomes 

apparent. The pattern of stronger correlations between ESG and 

Tobin’s Q in post-periods held true for all years under consideration. 

However, the year 2018 emerges as a pivotal juncture in the 

dynamics of the ESG-performance relationship. Post-2018, we 

observed a notable downturn in the increase of post-period impact, 

alongside a steep uptick in pre-period impact (Fig 2). This unique 

observation underscores 2018 as the year when the trajectory of the 

ESG and firm performance association underwent a significant 

transformation. 
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Fig. 2. ESG Coefficient Trend (2017 – 2019) 
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4.2. ISO 9001 
 

Table 7 displays the results of the panel regression analyses with 

a one-year and two-year lag in variables, considering the time 

required for ESG investment to materialize into discernible outcomes. 

 

For ROA, the regression results indicate a statistically significant 

and positive relationship with ESG scores at both lag intervals. At a 

one-year lag, a one standard deviation increase in ESG results in a 

0.5816 increase in ROA (p<0.05), while at a two-year lag, the 

corresponding increase is even more pronounced at 0.9615 (p<0.01). 

Additionally, the presence of ISO 9001 certification significantly 

positively impacts ROA in both the one-year and two-year lags, with 

coefficients of 0.3489 (p<0.01) and 0.3678 (p<0.01), respectively. 

Furthermore, the interaction between ESG and ISO 9001 yields a 

significant and positive impact on ROA at both lags, with coefficients 

of 0.8550 (p<0.01) and 0.7321 (p<0.05), respectively. 

 

In the case of Tobin's Q, the effect of ESG scores is markedly 

significant only among firms that have implemented ISO 9001. The 

ESG coefficients are not statistically significant at both the one-year 

and two-year lags, suggesting that the influence of ESG on Tobin's 

Q is not universally applicable but rather contingent upon the 

existence of ISO 9001 certification. This aligns with the literature 

suggesting that stakeholders invested in ISO 9001-certified 

companies are already more oriented toward long-term goals and 

tend to value ESG investment more than their counterparts in non-

certified companies (Sampaio et al., 2012; Zeng et al., 2008). 

 

The ISO 9001 certification consistently demonstrates a 

significant positive impact on Tobin's Q at both one-year and two-

year lags, with coefficients of 0.3491 (p<0.01) and 0.3594 (p<0.01), 

respectively. Also, the coefficients for the interaction terms between 

ESG and ISO 9001 are 0.6726 (p<0.05) and 0.5543 (p<0.1) for one-

year and two-year lags, respectively. Despite a modest drop in both 
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coefficient and statistical significance levels, these results affirm a 

positive correlation between the ESG score and Tobin’s Q for ISO 

9001-certified companies. It is plausible that the implementation of 

ISO 9001's quality management systems provides a more conducive 

environment for effective ESG practices. These systems' monitoring 

capabilities and structured settings could potentially streamline ESG 

initiatives (Zeng et al., 2008). 

 

In summary, the delayed impact analyses highlight a pronounced 

positive influence of ESG scores and ISO 9001 certification on ROA, 

irrespective of the lag duration. While ISO 9001 certification 

persistently benefits Tobin's Q, the impact of ESG scores is 

significantly pronounced at the two-year lag and within firms that 

hold ISO 9001 certification. This underscores the importance of ISO 

9001 certification in amplifying ESG's influence and solidifies its role 

in enhancing firm value, especially in the long run. 

 

These findings, aligning with the studies by Behl et al. (2021), 

Albuquerque et al. (2018), and Li et al. (2021), reinforce the 

perspective that ESG scores, while not immediately observable, 

significantly impact firm value in the long run. The results also 

underscore the value of ISO 9001 certification for firms, evident in 

both ROA and Tobin's Q. 
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 ROA  Tobin's Q 

 1 yr 2 yr  1 yr 2 yr 

ESG Score 0.5816** 0.9615***  -0.0800 0.2819 

ISO 9001 0.3489*** 0.3678***  0.3491*** 0.3594*** 

ESG x ISO 9001 0.8550*** 0.7321**  0.6726** 0.5543* 

      

Controls Yes Yes  Yes Yes 

Year FE Yes Yes  Yes Yes 

Industry FE Yes Yes  Yes Yes 

R^2 0.2326 0.2328  0.3573 0.3421 

      

*** p < 0.01      

** p < 0.05      

* p < 0.1      

 

Table. 7. ISO 9001 Panel Regression Results 
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Chapter 5. Discussions 
 

The panel regression analyses performed in this study 

consistently underscore a positive correlation between ESG scores 

and firm value, substantiating the perspective that investing in ESG 

yields notable positive impacts on firm value. This finding reaffirms 

the growing body of evidence pointing toward the role of ESG 

initiatives in fostering sustainable business performance (Friede et 

al., 2015; Albuquerque et al., 2018). 

 

5.1. ESG Institutionalization 
 

The results from our panel regression analysis spanning from 

2013 to 2022 consistently indicate a positive relationship between 

ESG scores and firm value, with the social pillar exhibiting the most 

significant correlation. With the social pillar's coefficient highest at 

0.7158, followed by the governance (0.4586) and environmental 

(0.3497) pillars, it is evident that a firm's attention to social issues 

considerably impacts its perceived value. 

 

Nevertheless, bifurcating the data based on the significant 

inflection points of 2017, 2018, and 2019 reveals a notable shift in 

the impact of environmental factors. Prior to these inflection points, 

the environmental pillar was not statistically significant, with a 

coefficient of 0.0368 in the pre-2018 period. In contrast, the post-

2018 period exhibits a substantial rise in the environmental 

coefficient to 0.7545, indicating its growing importance. In 

comparison, the governance score's coefficients for pre- and post-

2018 periods were 0.3076 and 0.6655 respectively, both statistically 

significant at the 1% level. 

 

The shift in the importance of the environmental pillar signifies 

the evolution of corporate social responsibility (CSR) to ESG. 

Although CSR has always encompassed environmental 
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considerations, it primarily emphasized social issues. The 

introduction of the term 'ESG' in 2005 through the 'Who Cares Wins' 

report coupled with ongoing environmental crises has subsequently 

shifted stakeholders' attention toward environmental issues. 

 

The year 2018 signified a turning point in the institutionalization 

of ESG, marking a substantial increase in corporate attention toward 

sustainability issues. This development is primarily attributed to the 

introduction and consolidation of key ESG standards and frameworks. 

In particular, the heightened emphasis on environmental stewardship 

after 2018 is a testament to the increasing societal and regulatory 

focus on environmental management and the business risks 

associated with environmental mismanagement (Clark et al., 2015). 

 

5.2. ISO 9001 
 

The evidence also suggests that the implementation of ISO 9001 

certification might enhance the positive impact of ESG on firm 

performance. The ISO 9001 quality management systems, known for 

facilitating efficiency and continuous improvement within 

organizations, could serve as instrumental platforms for the effective 

integration and execution of ESG initiatives (Zeng et al., 2008). 

 

In addition, ISO 9001-certified firms often attract stakeholders 

who are more ESG-conscious, perhaps due to the perceived 

commitment to high-quality management practices. This increased 

awareness and expectation can help cultivate an improved brand 

image and favorable market perception. This, in turn, can indirectly 

contribute to better firm value, as evidenced by its impact on 

measures such as Tobin's Q. 

 

Furthermore, the ethos of continuous improvement inherent in 

the ISO 9001 framework aligns seamlessly with the pursuit of ESG 

goals, which also require ongoing effort, innovation, and adaptation. 

Thus, firms adhering to ISO 9001 standards may be better equipped 



 

 ３０

to effectively implement ESG strategies, address stakeholder 

expectations, and realize the associated performance benefits. 

 

This thesis significantly contributes to the academic 

understanding of the relationship between Environmental, Social, and 

Governance (ESG) factors and firm performance in several ways. 

First, by employing more recent data, it reaffirms the positive 

correlation between ESG and corporate firm performance, thereby 

consolidating and updating previous research within the context of a 

rapidly evolving business environment. 

 

Second, this study makes an original contribution by investigating 

the inflection point in the institutionalization of ESG. While prior 

studies have predominantly focused on establishing the relationship 

between ESG and firm performance, this thesis incorporates a 

timeline of key ESG events and employs an institutionalization 

framework. Through robust panel regression analysis, the study 

demonstrates that ESG is indeed evolving into the new norm in the 

business world. This contribution provides a new lens through which 

to understand the increasingly central role of ESG in modern 

corporate strategy and governance. 

 

Third, this paper uniquely integrates the quality management 

aspect into the ESG-firm performance discourse. The findings reveal 

that firms with strengthened quality management systems through 

ISO 9001 certification tend to yield higher firm values compared to 

their non-certified counterparts. This suggests that ISO 9001 

certification may enhance a company's ability to effectively 

implement ESG initiatives and realize the associated benefits. 

 

5.3. Implications 
 

These findings carry substantial implications for both business 

managers and policymakers. From a managerial perspective, ESG 

should be perceived not merely as a compliance mandate, but as a 
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strategic lever to enhance firm performance. This shift necessitates 

the strategic integration of ESG goals into core business strategies 

and across organizational functions (Eccles and Serafeim, 2013). 

 

In light of the stronger impact of environmental factors on firm 

value, managers should prioritize environmental stewardship. This 

can be achieved by proactively assessing environmental footprints, 

pinpointing areas for enhancement, and implementing sustainable 

strategies that align with business objectives and stakeholder 

expectations (Busch and Lewandowski, 2018). 

 

For policymakers, the results underline the vital role of policy 

support and regulation in furthering the institutionalization of ESG. 

Policymakers should consider strengthening ESG-related policies, 

frameworks, and standards to foster the widespread adoption of 

sustainable business practices. Ensuring the continuity and rigor of 

such initiatives would serve to institutionalize ESG practices and 

cultivate an enduring culture of corporate sustainability. 

 

In summary, this study contributes to the growing discourse on 

ESG and firm value by offering nuanced insights into the dynamics of 

ESG implementation and its relationship with firm performance. The 

findings reiterate the importance of strategic ESG integration, 

environmental stewardship, and policy support in driving sustainable 

business performance and societal progress. 
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Chapter 6. Conclusion 
 

The findings of this thesis substantiate the growing consensus 

that Environmental, Social, and Governance (ESG) initiatives 

significantly and positively influence firm value. By advancing ESG 

practices, firms not only exhibit good corporate citizenship but also 

boost their financial performance, thus validating the “doing well by 

doing good” proposition. 

 

The analysis reveals a pronounced increase in the correlation 

between ESG and firm value post-2018, largely attributable to the 

amplified influence of the environmental component. This trend 

suggests a discernible shift in stakeholders' preferences, with 

heightened focus and concern for climate change and related 

environmental issues. In view of this, companies are urged to 

prioritize environmental stewardship and embed it in their core 

business strategy to meet stakeholder expectations and capitalize on 

the associated benefits. 

 

However, despite these compelling findings, several limitations 

present opportunities for further research. The impact of the 

COVID-19 pandemic, starting from 2020, is difficult to disentangle 

from the ESG-firm value relationship. Moreover, the underlying 

mechanisms through which ESG influences firm value remain 

underexplored, particularly why the environmental pillar plays an 

increasingly dominant role post-2018, while the social and 

governance pillars seem to have experienced a comparatively 

subdued increase. 

 

Furthermore, this study relies on the ESG score from Refinitiv 

Eikon, which, while recognized, is not universally accepted. Future 

research could consider using different ESG scoring systems to 

validate and enrich these findings. 

 



 

 ３３

In conclusion, the case for ESG as a strategic lever for enhancing 

firm value is convincingly made in this study. While this represents a 

significant step forward in our understanding, the study also opens 

up new avenues for further exploration, underpinning the critical role 

of ESG in shaping the future of sustainable business practices. 
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Abstract 

  

환경 및 사회 관련 현상에 대한 관심이 늘어나면서 기업들은 환경, 

사회 및 지배구조 (ESG) 정책을 적극적으로 추구하고 있다. 이와 

관련한 전략의 효과적인 실행과 지속 가능한 비즈니스 모델 개발을 

위해서는 ESG 와 기업 가치 간의 상관관계를 이해하는 것이 중요하다. 

많은 문헌들이 이 관계를 연구하였지만, 시간에 따른 변화와 품질 

관리와의 연결성에 대한 이해는 부족한 상태이다. 따라서 본 논문에서는 

2013 년부터 2022 년까지의 미국 상장 기업 데이터를 사용하여 회귀 

분석을 수행하였다. 이 연구의 목표는 ESG 와 기업 가치 사이의 긍정적 

상관관계를 재확인하고, ESG 패러다임에서의 주요 전환점을 식별하며, 

ISO 9001 인증의 영향을 연구하는 것입니다. 결과적으로 ESG 와 기업 

가치 사이 양의 상관관계가 존재하며, 2016 년부터 도입된 ESG 관련 

표준과 프레임워크를 바탕으로 2018 년이 ESG 제도화의 시작점으로 

식별되었다. 또한, ISO 9001 의 실행은 ESG 와 기업 가치 간의 관계에 

긍정적으로 영향을 준다는 결과가 나왔다.  
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