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ESG Context

Mandatory Disclosures ESG Investments

New Zealand's mandatory climate- Global ESG investments are projected to
related disclosures began in 2023 and exceed USD 40 trillion.

and to achieve net-zero emissions by

2050.

Diverse Stakeholder Priorities

Growing global interest in
sustainability has surged in recent
years, driven by challenges such as
climate change, water scarcity, gender
inequality, and governance failures.

ESG Performance

Regulatory Push

Different stakeholders have varying :
riorities on ESG dimensions c . y dat - Strong ESG performance correlates with
e : overnments enforce mandatory improved firm reputation.

disclosures to enhance transparency.
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Driven by several factors;

2. Research Motivation

1. Key challenges in ESG Creates significant

disclosure implications for decision-

. _ , making and Market
» Falsifying or selectively reporting L_ Reputation

ESG efforts

« The lack of uniformity iIn
evaluating

» Different stakeholder priorities
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LITERATURE REVIEW

1. Theoretical Foundation

Stakeholder theory by Freeman (1984) - Emphasis that firms must address the interests of diverse
stakeholders—investors, employees, and communities, to ensure long-term success (Freeman et al., 2017).

2. Global studies: In terms of ESG publications, the US and China are at the forefront of ESG research (Feng
etal.,2025)

* Meng et al. (2023) set the groundwork to explore the direct link between ESG-reputation for Chinese listed
firms from 2011 to 2021. Results show a significant positive relationship with a threshold effect, where a
stronger effect occurs above the median ESG.

* A US study by Maaloul et al. (2023) incorporated reputation as a mediator on ESG-cost of debt for a sample
of S&P 500 firms in the “World’s Most-Admired Companies” list from 2013 to 2016, and results revealed
that ESG is positively associated with reputation.




3. Bridging the Gap: ESG Performance and Market Reputation in New Zealand

« Carbon Disclosure and Reputation: Khan et al. (2022) found that the quality of carbon
disclosures has a positive influence on firm market reputation (NZX 50, 2015-2020).

« Emissions & Performance: Hewagama et al. (2025) found a significant negative association
Ez&\«' between carbon emissions and firm performance (Tobin's Q) for NZX-listed firms..

; ‘L « Reporting Practices: Further studies have explored the drivers and nature of sustainability
- vo reporting itself (e.g., Zharfpeykan & Askaranv, 2023; Dobbs & Van Staden, 2016).

!

Research Gap
« Global Context: A recent content analysis by Feng et al. (2025) underscores a scarcity of research
on the direct ESG-Market Reputation relationship globally (Scopus, 2010-2023).

« New Zealand Context: A systematic review of the literature reveals that no prior NZ study has

empirically investigated the direct relationship between comprehensive ESG performance and
market reputation.

While Khan et al. (2022) focused on carbon disclosure quality, the broader construct of ESG

performance remains unexamined in its effect on reputation. This research directly addresses
this gap.




Research Question Hypothesis

RQ1: What is the relationship between H1. ESGS positively influences the
ESGS-Reputation of NZ-listed companies? reputation of NZ-listed companies.

Diagram of the Empirical Model

Independent variable Dependent variable

Environmental-score

ESG Score Market

(ESGS)

Social pillar-score
Governance pillar-score

W

Reputation

Control Variables:

Firm Size (FSIZE)
Leverage {LEV)

Board Independence (B _.
Return on Assets (ROA)

Source: Author's own work




RESEARCH METHODOLOGY

Sampling « Data Source: LSEG (Refinitiv) ESG & financial database.

Technique  Sample Strategy: Purposive sampling to ensure complete and reliable data for all variables, particularly ESG scores.
Market Coverage:

* Represents 85% of the NZX20 (the top 20 companies by index weight).

* Comprises 81.5% of the total NZX market capitalisation.

e 20 listed firms in the New Zealand Stock Exchange (NZX) from 2018 to 2024, with a total of 140 firm-year
observations

Data * Credit Rating (proxy for reputation) - Annual Reports.
* ESG Scores — LSEG Database
* Control Variables — LSEG Database

source

e Empirical Approach: Panel Regression Analysis
* Model Selection: Conducted the Hausman Test
Approach & * Result: Random-Effects Model Selected
Method * Rationale: Controls for unobserved, time-invariant firm-specific heterogeneity




Dependent Variable

Reputation is proxied by the S&P credit rating
Market Reputation Scaled between 0-22

Independent Varaible

Overall score of the firm's ESG performance

Measurement ESG Score Scaled between 0 -100
Control Variables
Firm size Natural logarithm of total assets
Leverage Total liabilities divided by total assets
Board Independence Independent directors on board
Return on Assets Net income divided by average total assets

e Step 1- Model-1 -
REP = 80 + 61 ESGit + €Eit
Empirical
Model « Step 2: Model-2
REP = 60 + 81 ESGit+ 62 FSIZEit + 83 LEVit + 64 B_INDit + 85 ROAit + €Eit




RESEARCH FINDINGS

Key Finding: ESG Positively Drives Market Reputation

Core Result: Across both statistical models, the relationship is positive and statistically
significant.

« Model 1: g = 0.061,p < 0.01

« Model 2: 8 = 0.0575,p < 0.05

Model Fit: Both models show an exceptionally high explanatory power, with an Adjusted R? of
approximately 0.892.

Interpretation: This provides robust evidence that for New Zealand firms, higher ESG
performance is systematically associated with a stronger market reputation.

Implication:
Strong ESG performance signals a firm’s commitment to its broader stakeholders, which is
valued by the market and enhances reputational capital.
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CONCLUSION

Contribution & Implications

Theoretical Contribution:
« This study extends the New Zealand sustainability literature (e.g., Khan et al, 2022) by
demonstrating a direct link between comprehensive ESG performance and market

reputation, empirically validating a previously identified global research gap (Feng et al,
2025).

Practical Implications:

« For NZX Firms: The findings demonstrate that robust ESG performance is a significant
reputational asset. This highlights the strategic value of a genuine, substantive
commitment to ESG principles, moving beyond mere compliance.

« For Policymakers & Regulators: Over 80% of New Zealand's key exports are destined for
markets with proposed or enforced mandatory ESG disclosure regimes (NZ Trade and
Enterprise, 2024). This study demonstrates that proactive ESG engagement is not just a
compliance cost but a strategic lever for reputational enhancement.
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Limitations and Future Research

Sample Scope:

e This study is limited to New Zealand’s Top 20 listed firms, which restricts the generalisability of the findings to other non-
listed firms.

 We have only taken 20 firms over 7 years, which could result in small sample fragility and exploring a small subgroup
could reduce the power of the results.

Reputation Measurement:

* The study relies solely on market-based indices. We did not incorporate direct measures such as stakeholder perceptions,
consumer sentiment, or media analysis, which could also contribute to a firm’s overall reputation. Future studies can
include these dimensions.

Contextual Specificity:

* The findings are specific to the New Zealand context—a small market with unique institutional characteristics. Therefore,
the results may not be directly applicable to larger or differently structured economies.
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