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Abstract

This study investigates the impact of greenwashing in ESG disclosure on firms’ ability 
to create shared value (CSV) by focusing on the mediating roles of disclosure qual-
ity and information asymmetry across different institutional contexts. The analysis is 
based on 391 firm-year observations of non-financial companies listed in Indonesia 
(277) and Malaysia (114) from 2018 to 2023, based on annual reports, sustainabil-
ity disclosures, and Refinitiv ESG data. Random-effects panel regressions and boot-
strapped mediation tests were used to evaluate direct and indirect effects. The results 
showed that greenwashing does not exert a significant direct influence on CSV in ei-
ther country. However, in Malaysia, greenwashing significantly reduces information 
quality, which, in turn, undermines shared-value creation (indirect effect is signifi-
cant). In Indonesia, although greenwashing negatively affects information quality, the 
subsequent link between disclosure quality and CSV is insignificant, resulting in no 
mediation effect. ESG disclosure quality, as a proxy for information asymmetry, does 
not mediate the greenwashing–CSV relationship in either country. These findings 
highlight the cross-country differences shaped by institutional environments: stronger 
regulatory oversight and stakeholder scrutiny in Malaysia amplify the mediating role 
of disclosure credibility, whereas weaker governance in Indonesia attenuates its rel-
evance. This study contributes to the sustainability accounting literature by integrating 
symbolic compliance theory with the CSV framework and provides evidence that the 
credibility of ESG information is a critical determinant of value creation in emerging 
economies.
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INTRODUCTION 

Corporate sustainability has transitioned from a peripheral concern to 
a strategic imperative for firms worldwide. The widespread adoption 
of the United Nations Sustainable Development Goals (SDGs) and the 
proliferation of Environmental, Social, and Governance (ESG) frame-
works have redefined expectations for corporate accountability and 
transparency (Rosati & Faria, 2019; UNGC, 2018). Investors, regula-
tors, and civil society organizations now evaluate companies not only 
by their financial performance but also by their ability to generate social 
and environmental value. Capital markets increasingly reward firms 
that demonstrate credible ESG commitments and penalize those that 
fail to provide transparent and trustworthy disclosures (van der Waal 
& Thijssens, 2020). However, exponential growth in ESG reporting has 
not necessarily translated into higher reporting quality. Evidence indi-
cates that many firms strategically curate sustainability information to 
enhance their reputational image, often without substantive changes in 
environmental or social performance (Eliwa et al., 2023; Xu et al., 2023).
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This practice, commonly known as greenwashing, involves selectively disclosing or framing informa-
tion in a manner that exaggerates corporate sustainability efforts or conceals negative outcomes (Kim 
& Lyon, 2015; Roulet & Touboul, 2015). Greenwashing often manifests through symbolic disclosures, 
whereby firms highlight superficial commitments that project the illusion of responsible practices, while 
failing to deliver concrete environmental or social benefits. Such symbolic compliance undermines the 
credibility of sustainability reporting, distorts stakeholder perceptions, and erodes trust in corporate 
communication (Walker & Wan, 2012; Wu et al., 2020). Existing literature has established that green-
washing can have reputational and financial repercussions; however, its broader implications for firms’ 
capacity to create shared value (CSV) remain underexplored.

The concept of creating shared value (CSV) introduced by Porter and Kramer (2011) provides a frame-
work for integrating social and environmental considerations into corporate strategy. CSV emphasizes 
the simultaneous pursuit of competitive advantage and societal progress by aligning business objec-
tives with community and environmental needs. Authentic CSV practices depend on transparent, re-
liable, and credible communication, which fosters trust among stakeholders. When firms engage in 
greenwashing, they risk undermining this trust, jeopardizing long-term collaborative value creation. 
Although theoretically significant, the interplay between greenwashing and CSV has not been system-
atically examined in the academic literature. This gap raises an important research question: To what 
extent does symbolic ESG disclosure influence a firm’s ability to generate shared value?

Recent literature suggests that the relationship between greenwashing and CSV may not be straightfor-
ward but may be mediated through critical information channels. Two prominent mechanisms, disclo-
sure quality and information asymmetry, have been highlighted as pathways through which greenwash-
ing may indirectly influence performance outcomes. Low-quality ESG disclosures reduce clarity, com-
parability, and reliability, making it difficult for stakeholders to evaluate firms’ sustainability practices 
accurately (Hameed et al., 2024). Simultaneously, greenwashing exacerbates information asymmetry by 
obscuring unfavorable impacts, withholding essential data, and complicating stakeholders’ ability to 
make informed assessments (Mateo-Márquez et al., 2022; Wu et al., 2020). Consequently, these mecha-
nisms weaken the institutional trust and legitimacy necessary for CSV, suggesting that symbolic com-
pliance indirectly hinders a firm’s sustainability-driven performance.

Empirical studies have reinforced the relevance of these mediating mechanisms. Boiral et al. (2024) 
demonstrate that the assurance of ESG data enhances disclosure credibility and mitigates skepticism, 
even when symbolic narratives are present. Xu et al. (2023) revealed that firms displaying inconsisten-
cies between narrative tone and substantive ESG metrics face elevated reputational risks. Sierra García 
et al. (2022) further emphasize that information asymmetry diminishes the interpretability of ESG 
disclosures, restricting stakeholders’ capacity to discern genuine performance. While these insights un-
derscore the impact of greenwashing on communication credibility and stakeholder decision-making, 
they stop short of linking these dynamics to holistic outcomes, such as CSV.

Institutional environment plays a critical role in shaping how greenwashing affects firm outcomes. 
National regulatory systems, media scrutiny, and civil society activism influence the extent to which 
symbolic ESG disclosures are detected and penalized. In Malaysia, stricter regulatory frameworks 
and more robust stakeholder oversight increase the reputational and financial costs of greenwash-
ing (Boiral et al., 2025; Quoquab et al., 2022). In contrast, Indonesia represents a more lenient in-
stitutional environment characterized by fragmented enforcement and limited monitoring, which 
allows symbolic compliance to persist with fewer repercussions (Jatmiko et al., 2025; Pratama et al., 
2025). Institutional theory suggests that such cross-country variations not only influence the prev-
alence of greenwashing but also shape its effectiveness as a legitimacy-seeking strategy. Therefore, 
understanding how greenwashing interacts with institutional settings is essential for evaluating its 
impact on CSV.
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Although scholars have extensively examined greenwashing and disclosure credibility as separate 
streams of inquiry, integration of these perspectives in the context of CSV remains limited. Few studies 
have empirically tested the mediating roles of disclosure quality and information asymmetry in link-
ing greenwashing to shared value creation, and even fewer have analyzed how institutional differences 
across countries moderate these relationships. This lack of integration restricts theoretical advancement 
and constrains practical applicability, leaving stakeholders uncertain about the mechanisms by which 
symbolic sustainability practices impede authentic value creation.

1. LITERATURE REVIEW 

AND HYPOTHESES 

DEVELOPMENT

The emergence of Environmental, Social, and 
Governance (ESG) disclosure as a corporate imper-
ative has catalyzed a vast body of academic research 
that investigates its implications for firm perfor-
mance, stakeholder engagement, and corporate le-
gitimacy. ESG reporting, once considered a volun-
tary addendum to financial statements, has evolved 
into a strategic tool for communicating corporate 
commitments to sustainability issues. However, this 
expansion has raised concerns regarding the quality, 
credibility, and comparability of ESG disclosures. A 
recurring theme in the literature is the gap between 
symbolic and substantive reporting, particularly in 
contexts with weak regulatory enforcement (Kim & 
Lyon, 2015; Roulet & Touboul, 2015).

Early conceptualizations of greenwashing identi-
fied it as the strategic dissemination of overly posi-
tive sustainability narratives intended to secure le-
gitimacy from stakeholders without delivering re-
al environmental or social performance improve-
ments. Empirical studies, such as Walker and Wan 
(2012) and Wu et al. (2020), provide evidence that 
greenwashing can trigger reputational penalties 
and reduce firm value once inconsistencies are 
exposed. Xu et al. (2023) further highlighted how 
discrepancies between narrative tone and under-
lying metrics in ESG reports undermine stake-
holder trust and erode information transparency. 
These insights were reinforced by Guo et al. (2020), 
who demonstrated that greenwashing can erode 
ESG credibility and corporate legitimacy, particu-
larly in institutionally sensitive sectors. Similarly, 
Yu et al. (2020) emphasize the importance of ESG 
disclosure quality in moderating investors’ reac-
tions and trust, especially under conditions of reg-
ulatory pressure.

The distinction between symbolic and substantive 
ESG disclosures has significant implications for 
stakeholders’ evaluations of corporate behavior. 
Symbolic actions are often characterized by vague 
language, lack of third-party assurance, and omis-
sion of quantitative indicators. In contrast, sub-
stantive disclosures are verifiable, specific, and 
often supported by external validation mecha-
nisms (Eliwa et al., 2023; Hameed et al., 2024). 
Mateo-Márquez et al. (2022) and Sierra García et 
al. (2022) support the view that greenwashing in-
creases information asymmetry, making it more 
difficult for stakeholders to assess a firm’s sus-
tainability performance accurately. Shuang et al. 
(2024) further extend this view by arguing that 
firms are more inclined to comply with symbolic 
ESG in settings with limited regulatory oversight, 
particularly when public scrutiny mechanisms are 
weak or inconsistent. As highlighted by Xu et al. 
(2023), stakeholder responses to ESG disclosures 
are shaped not only by the completeness of the in-
formation but also by the credibility and commu-
nicative tone of the reports.

Building on this foundation, scholars have pro-
posed several mechanisms by which greenwash-
ing affects firm performance. The two dominant 
channels are the disclosure quality and informa-
tion asymmetry. Disclosure quality pertains to 
the clarity, consistency, and comprehensiveness of 
ESG information, which enhances the credibility 
of corporate sustainability narratives (Guo et al., 
2020; Hameed et al., 2024). Poor disclosure quality 
undermines stakeholder confidence, weakens ac-
countability, and constrains access to essential re-
lational resources. Conversely, information asym-
metry refers to unequal distribution of critical 
information between insiders and external stake-
holders. Firms that engage in greenwashing tend 
to obscure negative data, thereby reducing infor-
mation accessibility and increasing stakeholder 
uncertainty (Wu et al., 2020).



674

Problems and Perspectives in Management, Volume 23, Issue 3, 2025

http://dx.doi.org/10.21511/ppm.23(3).2025.48

Recent empirical studies have emphasized the 
mediating role of information-related variables 
in the relationship between greenwashing and 
the creation of shared value. Pratama et al. (2025) 
and Quoquab et al. (2022) stress that institutional 
frameworks strongly influence the effectiveness of 
ESG reporting, with stricter enforcement mecha-
nisms helping to mitigate the prevalence of sym-
bolic compliance. Xu et al. (2023) support this 
view by showing that mismatches between nar-
rative tone and the underlying ESG metrics can 
erode stakeholder trust and reduce perceived dis-
closure quality. Yu et al. (2020) further suggested 
that stakeholder responses to ESG disclosures vary 
depending on the availability of third-party assur-
ance and the sophistication of investors, reinforc-
ing the role of information asymmetry in shaping 
trust and market reactions.

Although Alshehhi et al. (2018) and Khurshid and 
Snell (2021) demonstrate positive correlations be-
tween sustainability practices and financial per-
formance, the role of ESG disclosure credibility 
in this relationship remains ambiguous. CSV re-
quires not only alignment between business and 
societal goals but also authentic communication 
that enables stakeholder trust and collaboration. 
However, the realization of CSV is contingent up-
on institutional support and stakeholder engage-
ment. As Jatmiko et al. (2025) highlight, fragment-
ed governance and weak ESG oversight in emerg-
ing markets can undermine the effectiveness of 
such initiatives, allowing symbolic compliance to 
persist without scrutiny.

Although greenwashing and creating shared 
value (CSV) have often been studied indepen-
dently, emerging research highlights the poten-
tial intersection between these concepts. Nasih 
et al. (2024) demonstrate that firms engaged in 
tax avoidance tend to also engage in greenwash-
ing, suggesting that symbolic ESG disclosures 
may function as a façade to distract from under-
lying irresponsible practices. This implies that 
greenwashing is not merely a communication 
problem but part of a broader pattern of decou-
pling between sustainability claims and actual 
behavior. In the Indonesian context, Jatmiko 
et al. (2025) argued that symbolic compliance 
is facilitated by fragmented regulatory over-
sight, allowing firms to pursue legitimacy with-

out substantive ESG improvements. Conversely, 
Malaysian firms operate within stricter dis-
closure frameworks and more engaging stake-
holder environments, which may constrain the 
extent to which symbolic ESG practices remain 
unchallenged.

Emerging research has also expanded the lens 
through which ESG communication is evaluated. 
Beyond disclosure content, scholars have begun 
to emphasize the importance of communicative 
style, tone, and contextual authenticity in shap-
ing stakeholders’ perceptions (Xu et al., 2023; Yu 
et al., 2020). These studies suggest that even when 
ESG information is quantitatively complete, its 
effectiveness depends on how it resonates with 
stakeholder expectations and reflects genuine cor-
porate behavior. This line of inquiry highlights 
the necessity of not only verifying the substance 
of ESG disclosures but also ensuring that delivery 
mechanisms foster transparency and trust, espe-
cially in digital and high-visibility channels where 
reputational risks are amplified.

Despite these contributions, several important 
questions remain unanswered. Few studies have 
empirically examined the indirect pathways 
through which greenwashing influences CSV 
through disclosure quality and information asym-
metry. Additionally, there is limited research that 
compares how these mechanisms operate in dif-
ferent institutional settings. This lack of integra-
tion limits the generalizability of the findings and 
weakens the practical applicability of the current 
theories.

This study addresses these gaps by proposing and 
testing a dual mediation model that links green-
washing, disclosure quality, information asym-
metry, and shared value creation. By incorporat-
ing data from Indonesia and Malaysia, this study 
aims to assess whether the institutional context 
moderates the pathways through which symbolic 
ESG disclosure practices affect integrated sustain-
ability outcomes. This literature review provides a 
theoretical and empirical foundation for the hy-
potheses and justifies the need for a contextually 
grounded analytical framework (Figure 1).

H1: ESG report greenwashing negatively affects 
shared value.
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H2: Disclosure quality mediates the relation-
ship between ESG report greenwashing and 
shared value.

H3: Information asymmetry mediates the rela-
tionship between ESG report greenwashing 
and shared value.

2. METHOD

This study adopts a quantitative approach using 
secondary panel data from non-financial firms 
listed on the Indonesian Stock Exchange and 
Bursa Malaysia. The observation period spans 
2018 to 2023, with data collected from compa-
nies’ annual and sustainability reports, Refinitiv 
ESG databases, and independent audit disclo-
sures. After applying purposive sampling criteria, 
namely, the availability of complete ESG disclo-
sures, sustainability reports, and financial state-
ments, a final sample of 391 firm-year observa-
tions was obtained (277 from Indonesia and 114 
from Malaysia). The dataset, coding schemes, and 
supporting documentation used in this study are 
made publicly available via an open-access reposi-
tory (Saraswati, 2025). 

The general research procedure is outlined as fol-
lows. First, a descriptive analysis was conducted 
to understand the data characteristics and en-
sure proper variable distribution. Second, a panel 
regression with random effects was employed to 
examine the direct effects of greenwashing on 
shared value creation. Third, two mediation mod-

els are estimated using the bootstrap method to 
test the indirect effects of disclosure quality and 
information asymmetry. This step included bias-
corrected confidence intervals to determine the 
significance of mediators. Fourth, separate mod-
els were estimated for Indonesian and Malaysian 
firms to explore contextual differences between 
institutional settings.

All estimations were performed using Stata soft-
ware with robust standard errors. Listwise deletion 
was used to handle missing data. Statistical signifi-
cance was reported at the conventional levels (1%, 
5%, and 10%). This procedure ensures a rigorous 
framework for assessing both direct and indirect 
relationships within and across national settings. 

Shared value is defined as the generation of activi-
ties that provide economic, social, and environ-
mental benefits to stakeholders (Verboven, 2011). 
The shared value was calculated using information 
from the annual and sustainability reports. The 
calculation of shared value involves summing the 
scores from the economic, environmental, and so-
cial dimensions. 

,CSV E S Env= + +  (1)

where E – Economic value, S – Social value, Env – 
Environmental value.

To operationalize Equation (1), each component 
of shared value (economic, social, and environ-
mental) is measured using specific proxies derived 

Figure 1. Conceptual framework

Control Variable:

• Size

• Growth

• Leverage

Information Quality

H1

H3

Information 

Asymmetry H2

Greenwashing in ESG 

Disclosure

Create Share Value 

(CSV)
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from financial statements and sustainability re-
ports. The measurement of each dimension is as 
follows.

The economic dimension is measured using 
Tobin’s Q ratio, which describes the market val-
ue of a company and reflects expectations of the 
company’s future performance. Tobin’s Q entails a 
comparison between the market value of a compa-
ny’s assets and the book value of assets. The mar-
ket value of assets is determined as the book value 
of debt augmented by the market value of equity 
for shares in circulation at the end of the fiscal year 
(Berkman et al., 2009). The precise formulation of 
Tobin’s Q is as follows:

'  ,
MVA

Tobin s Q
BVA

=  (2)

where MVA – Market value of assets = BVD+MVE, 
BVA – Book value of assets, BVD – Book value of 
debt, MVE – Market value of equity (shares out-
standing × share price at year-end).

The social dimension is measured by evaluating a 
company’s contributions to four aspects: government, 
employees, suppliers, and consumers. Specifically, 
the government contribution is calculated as the 
sum of corporate tax payments, employee contribu-
tions are calculated as the cash payments made to all 
employees, supplier contributions are calculated as 
the operating costs sourced from trade payables, and 
consumer contributions are calculated as the differ-
ence between the current year’s profit and the profit 
from the previous period. The aggregate of these so-
cial dimension scores was calculated to yield the final 
score. The following aspects were measured to calcu-
late the social dimensions.

,Social G Emp Sup Con= + + +  (3)

where G – Contribution to government, Emp – 
Contribution to employees, Sup – Contribution to 
suppliers, Con – Contribution to consumers.

The measurement of each component is defined as 
follows.

,
TT

G
P

=  (4)

where TT – Total tax paid, and P – Profit for the 
year.

,
CE

Emp
P

=  (5)

where CE – Cash payment to employees, and P – 
Profit for the year.

,
OE

Sup
AP

=  (6)

where OE – Operating expenses, and AP – 
Accounts payable.

1

,t t t

t

P P
Con

P

−

−

−
=  (7)

where tP  – Final value of profit in the current year, 

1tP−  – Initial value of profit (previous year). 

The environmental dimension is measured using 
a proxy from Patten (2005) related to a company’s 
capital expenditure on the environment. The envi-
ronmental score was calculated using the natural 
logarithm of environmental costs plus one. 

( )ln 1 ,Env CE= +  (8)

where CE – Environmental capital expenditure. 

In this study, greenwashing is defined as the prac-
tice of misrepresenting environmental sustain-
ability efforts by disclosing misleading informa-
tion in sustainability reports, particularly regard-
ing aspects such as readability, reliability, and 
completeness (Roulet & Touboul, 2015). The gre-
enwashing measurement involves comparing the 
scores of symbolic and substantive actions. This 
comparison was based on three aspects of sustain-
ability reports: readability, reliability, and com-
pleteness of the information presented (Xu et al., 
2023). Symbolic action is defined as the disclosure 
of sustainability report information without pro-
viding a comprehensive explanation of human 
achievements related to this information. By con-
trast, substantive action involves the disclosure of 
sustainability information that provides a detailed 
account of a company’s achievements related to 
specific information (Walker & Wan, 2012). 

,
SA

GW
SB

=  (9)

where GW – Greenwashing index, SA – Symbolic 
actions (qualitative disclosures without compre-
hensive evidence), SB – Substantive actions (de-
tailed and verifiable disclosures of achievements).
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The calculation of the greenwashing score began 
with the evaluation of symbolic and substantive 
actions, as measured using 15 distinct indica-
tors. A score of 1 was assigned if the action met 
the established assessment criteria and a score of 
0 was assigned if the action did not meet the crite-
ria. Each action had a uniform value in the range 
of 0–15. Subsequent to determining the values for 
symbolic and substantive actions, a comparative 
analysis was conducted to ascertain the final GW 
score, with the ratio between these values serv-
ing as an indicator of the extent of greenwashing 
behavior; higher ratios correspond to more pro-
nounced greenwashing behavior. 

Information asymmetry refers to the credibility of 
the information reported by companies to stake-
holders. The asymmetric information indicator was 
measured by calculating the information transpar-
ency index as previously defined by Sierra García et 
al. (2022) and Xu et al. (2023). A lower index value 
indicates asymmetric information. The informa-
tion transparency index score is as follows:

a. A score of 1 is assigned when the financial 
statements are audited by a non-Big Four pub-
lic accounting firm and the sustainability re-
port does not use any assurance services.

b. A score of 2 is assigned when the financial 
statements are audited by a Big Four public 
accounting firm and the sustainability report 
does not use any assurance services. 

c. A score of 3 is assigned when the financial 
statements are audited by a non-Big Four pub-
lic accounting firm and the sustainability re-
port uses assurance services.

d. A score of 4 is assigned when the financial 
statements are audited by a Big Four public ac-
counting firm and assurance services are used 
for sustainability reporting.

The disclosure quality is defined as the level of in-
formation that reflects the true state of a company’s 
sustainability. Disclosure information is deemed to 
be of high quality if it aligns with its performance 
score (Guo et al., 2020). Consequently, the qual-
ity of information disclosure provides stakeholders 
with considerations when assessing the merits and 
demerits of a company. The quality of information 
disclosure was measured using the economic, social, 
and governance (ESG) score from Refinitiv’s Eikon 
database. The use of ESG scores from Refinitiv to 
assess information quality has been widely adopted 
in previous studies, such as Mateo-Márquez et al. 
(2022) and Yu et al. (2020). 

In the extant literature, four control variables are 
frequently utilized: firm size, growth, solvency, and 
board size (Birindelli et al., 2024; Xu et al., 2023). 
Company size was proxied by the logarithm of to-
tal assets (SIZE). The term “growth” is measured by 
dividing this year’s total revenue by the previous 
year’s revenue (GROWTH). The term “solvency” is 
measured by the ratio of debt to total assets (Lev).

Table 1. Greenwashing criteria and indicators

Source: Xu et al. (2023).

Category Indicator Symbolic Action Substantive Action

Readability
Report form Undisclosed Disclosed

Standardization Undisclosed Disclosed

Reliability
Third-party assurance Undisclosed Disclosed

Using GRI guidelines Undisclosed Disclosed

Comprehensiveness

Featuring investor interests Have qualitative information Have qualitative and quantitative information
Featuring creditor interests Have qualitative information Have qualitative and quantitative information

Featuring employee interests Have qualitative information Have qualitative and quantitative information
Featuring supplier interests Have qualitative information Have qualitative and quantitative information

Featuring consumer interests Have qualitative information Have qualitative and quantitative information
Environmental responsibility Have qualitative information Have qualitative and quantitative information

Financial responsibility Have qualitative information Have qualitative and quantitative information
Corporate governance Have qualitative information Have qualitative and quantitative information

Occupational safety Have qualitative information Have qualitative and quantitative information
Community social activities Have qualitative information Have qualitative and quantitative information
Sustainability development Have qualitative information Have qualitative and quantitative information
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3. RESULTS

Regression models were developed based on ran-
dom effects estimations and selected according to 
the Hausman test results. The number of samples 
in Indonesia is 277 firm-years, and Malaysia has 
114 firm-years (Table 2).

3.1. Case of Indonesia

The relationship between greenwashing (GW) and 
creating shared value (CSV) among Indonesian 
firms was examined using a random-effects regres-
sion model supported by the Hausman test (p = 
0.246). The analysis reveals that GW does not have 

a statistically significant effect on CSV (β = –0.112, 
p = 0.171), indicating that symbolic ESG disclo-
sures do not directly undermine firms’ capacity to 
align economic, social, and environmental value 
creation. Thus, Hypothesis 1 is not supported in 
the Indonesian context. Firm size showed a strong 
and significant positive association with CSV (β = 
0.682, p < 0.01), suggesting that larger firms pos-
sess greater capacity and resources to implement 
integrated sustainability initiatives. Other control 
variables, including firm growth and leverage, do 
not have statistically significant effects.

This finding aligns with Pratama et al. (2025), who 
argue that weak corporate governance mecha-

Table 2. Research samples

Sample
Indonesia Malaysia

2018 2019 2020 2021 2022 2023 Total 2018 2019 2020 2021 2022 2023 Total

Companies 36 40 43 50 65 68 302 31 31 35 139 196 200 632

Incomplete data 2 2 2 2 7 10 25 30 30 34 102 159 163 518

Firm-years 34 38 41 48 58 58 277 1 1 1 37 37 37 114

Table 3. Descriptive statistics for Indonesia

Variable Obs Mean Std.Dev. Min Max

GW 280 .653 1.117 0 15

AI 284 2.208 1 1 4

ESG 297 47.96 18.596 9.888 88.813

CSV 302 2.261 1.823 .126 12.371

Size 281 21.641 1.119 16.684 24.089

Growth 281 .988 .226 .436 2.148

Leverage 281 .456 .211 .081 1.39

Note: GW: greenwashing; AI: Asymmetry Information; ESG: Score from refivinitif; CSV: Creating Share Value.

Table 4. Regression results for Indonesia (2018–2023)

Dependent 

Variable

CSV

(1)

IQ

(2)

ESG

(3)

CSV (4)

Mediation Model
GI

(Greenwashing Index)

–0.112

(0.082)

–0.072**

(0.030)

–0.503

(0.513)

–0.108

(0.083)

IQ

(Information Quality) – – –
0.029

(0.153)

ESG

(Disclosure Quality)
– – –

0.001

(0.008)

Size
0.682*** 

(0.121)

0.292***

(0.080)

7.967***

(1.476)

0.672***

(0.128)

Growth
–0.400

(0.360)

0.030

(0.125)

0.482

(2.158)

–0.401

(0.361)

Leverage
0.638

(0.629)

0.206

(0.336)

–1.257

(5.982)

0.643

(0.635)

Constant
–12.285***

(2.698)

–4.218**

(1.767)

–123.606***

(32.431)

–12.168***

(2.755)

N 277 277 277 277

R² Overall 0.244 0.046 0.059 0.245

Note: Standard errors in parentheses. P < 0.1*, p < 0.05**, p < 0.01***.
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nisms in emerging markets such as Indonesia 
allow for symbolic ESG disclosures with limited 
strategic impact. Furthermore, the institutional 
complexity noted by Jatmiko et al. (2025) reinforc-
es the idea that greenwashing may serve as a tool 
for maintaining legitimacy, rather than being a di-
rect driver or inhibitor of performance. As Shuang 
et al. (2024) observed, low institutional trust in 
Indonesia may dilute the effects of ESG signaling 
and reduce stakeholder responsiveness to green-
washed disclosures.

3.2. Case of Malaysia

In the Malaysian sample, the regression analysis in-
dicated that greenwashing (GW) did not exert a sta-
tistically significant direct effect on creating shared 
value (CSV) (β = –2.038, p = 0.491), leading to the 
conclusion that Hypothesis 1 is not supported in 
the Malaysian context. Despite the non-significant 
direct path, the model showed relatively high ex-
planatory power with an R-squared value of 0.767, 

suggesting that other factors contribute more sub-
stantially to CSV outcomes. Notably, firm size dem-
onstrates a strong and highly significant positive ef-
fect on CSV (β = 2.871, p < 0.001), reinforcing the 
idea that organizational scale plays a critical role 
in facilitating sustainability-driven value creation. 
Similar to Indonesia, growth and leverage were not 
found to be statistically significant predictors.

These findings reflect the complex interplay be-
tween sustainability communication and corpo-
rate performance in the Malaysian context, where 
the institutional environment offers companies 
strict regulatory oversight. According to Quoquab 
et al. (2022), Malaysian firms face stronger stake-
holder scrutiny, leading to improved ESG struc-
tures, including sustainability committees, at the 
board level. Nevertheless, the persistence of non-
significant direct effects implies that greenwash-
ing may not directly suppress value creation but 
may do so indirectly through other factors, such 
as brand reputation.

Table 5. Descriptive statistics for Malaysia

Variable Obs Mean Std.Dev. Min Max

GW 129 .344 .153 0 .778

AI 130 2.262 1.118 1 4

ESG 632 44.54 18.327 3.999 91.544

CSV 114 4.307 9.725 .002 36.837

Size 130 15.946 2.701 12.4 22.67

Growth 130 1.18 .307 .353 2.485

Leverage 130 .458 .237 .015 1.189

Note: GW: Greenwashing; AI: Asymmetry Information; ESG: Score from refivinitif; CSV: Creating Share Value.

Table 6. Regression results for Malaysia (2018–2023)

Dependent 

Variable

CSV

(1)

IQ

(2)

ESG

(3)

CSV (4)

Mediation Model
GI

(Greenwashing Index)

–2.038 

(2.954)

–3.048***

(0.606)

–21.662**

(8.370)

–4.687

(3.275)

IQ

(Information Quality) – – –
–0.777*

(0.440)

ESG

(Disclosure Quality)
– – –

–0.016 

(0.030)

Size
2.871***

(0.294)

–0.070

(0.055)

0.028

(0.882)

2.832*** 

(0.284)

Growth
0.174

(0.624)

–0.146

(0.127)

–2.832

(1.680)

0.019

(0.637)

Leverage
1.143 

(1.960)

0.404 

(0.411)

1.663 

(5.860)

1.615 

(1.952)

Constant
–41.452***

(5.088)

4.422***

(0.968)

58.605***

(15.088)

–37.433***

(5.566)

N 114 129 129 114

R² Overall 0.767 0.221 0.155 0.793

Note: Standard errors in parentheses. p < 0.1*, p < 0.05**, p < 0.01***.
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3.3. Mediating effects

The mediating role of information quality was as-
sessed by examining the indirect pathway from 
greenwashing to CSV through information qual-
ity. In the Malaysian sample (Table 5), GW had a 
strong and statistically significant negative effect 
on information quality (β = –3.048, p < 0.001), 
whereas information quality had a marginally 
significant negative effect on CSV (β = –0.777, p 
= 0.077). Bootstrapped mediation analysis yielded 
a statistically significant indirect effect (ab = 5.857, 
p = 0.002, 95% CI: 2.08–9.63), providing evidence 
that greenwashing reduces the quality of ESG dis-
closures, which, in turn, diminishes a firm’s abil-
ity to create shared value. These findings support 
Hypothesis 2, confirming the mediating role of 
information quality in the relationship between 
greenwashing and CSV in Malaysia.

This result provides empirical support for the ar-
gument of Boiral et al. (2024), who posited that 
high-quality ESG disclosures play a vital role in 
bridging stakeholder expectations and actual sus-
tainability performance. Hameed et al. (2024) em-
phasized that ESG disclosure quality, particularly 
when tied to readability, assurance, and compre-
hensiveness, is essential for preserving stakeholder 
trust and ensuring transparency. As firms dilute 
the quality of their ESG disclosures through gre-
enwashing, they risk eroding the foundation on 
which CSV is based.

In contrast, the results for Indonesia presented a dif-
ferent picture (Table 4). Although the greenwashing 
→ information quality relationship was significant 
(coef = –0.072, p = 0.015), the subsequent informa-
tion quality → CSV link was not (coef = 0.029, p = 
0.850), resulting in no observable mediation effects. 
This absence of mediation may stem from stakehold-
er indifference to the quality of sustainability disclo-
sures in Indonesia, or a lack of regulatory mecha-
nisms enforcing robust information frameworks, as 
noted by Zharfpeykan and Akroyd (2023).

This study also investigated the mediating role of 
ESG disclosure quality as a proxy for information 
asymmetry. In the Malaysian sample (Table 5), 
greenwashing negatively and significantly affect-
ed ESG disclosure quality (β = –21.662, p = 0.010), 
suggesting that symbolic reporting undermines 

the perceived credibility of ESG information. 
However, the link between ESG scores and CSV 
was not statistically significant (β = –0.016, p = 
0.609). Consequently, the bootstrapped mediation 
analysis revealed a non-significant indirect effect 
(ab = 1.376, p = 0.375), with a confidence interval 
of zero. These results do not support Hypothesis 3 
in Malaysia, indicating that, while greenwashing 
deteriorates disclosure quality, it does not signifi-
cantly impair shared value creation through this 
information pathway.

This outcome is consistent with the critique of 
Hassan and Guo (2017), who argue that ESG met-
rics, although valuable, often fail to reflect firms’ 
actual impact due to variability in disclosure 
frameworks. In Malaysia, despite the adoption of 
integrated reporting standards, ESG scores may 
still mask significant heterogeneity in reporting 
depth and relevance, reducing their utility as inter-
mediaries in the greenwashing-CSV relationship.

In Indonesia (Table 4), neither the greenwashing → 
ESG (coef = –0.503, p = 0.327) nor the ESG → CSV 
pathway (coef = 0.001, p = 0.939) was significant, 
eliminating the possibility of mediation analysis. 
These results do not support Hypothesis 3. This 
supports the findings of Huq and Carling (2024), 
who emphasized that the effectiveness of ESG re-
porting hinges on both clarity and digital trans-
parency. Given Indonesia’s relatively fragmented 
ESG infrastructure, stakeholders may lack tools to 
discern the real sustainability impact, thus reduc-
ing the influence of ESG disclosure quality.

Overall, Hypothesis 3 is rejected in both Indonesia 
and Malaysia, confirming that, while greenwash-
ing deteriorates disclosure quality, this deteriora-
tion does not significantly impair shared value cre-
ation through the information asymmetry chan-
nel. The evidence reveals a substantial cross-coun-
try variation. In Indonesia, greenwashing has no 
direct or mediated impact on CSV, although firm 
size consistently predicts higher CSV. In Malaysia, 
although the direct impact of greenwashing on 
CSV is not significant, the mediating role of in-
formation quality is significant. This indicates that 
greenwashing indirectly undermines CSV by re-
ducing the quality of sustainability disclosures. 
However, the mediating role of ESG scores has not 
yet been confirmed in either country.
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These results suggest that greenwashing, which is 
not always directly observable, can significantly af-
fect sustainability performance through informa-
tion channels. Enhancing disclosure quality and 
reducing asymmetry through regulatory reform 
and assurance mechanisms are vital for aligning 
corporate narratives with sustainable value cre-
ation. These findings reinforce the need for inte-
grated ESG strategies that prioritize substance 
over form, especially in emerging economies 
that navigate legitimacy, pressure, and regulatory 
evolution.

4. DISCUSSION

The findings of this study illuminate the com-
plex and context-dependent dynamics of green-
washing in ESG disclosure and its relationship 
with creating shared value (CSV), particularly 
within the institutional settings of Indonesia 
and Malaysia. The results demonstrate that gre-
enwashing does not exert a significant direct ef-
fect on CSV in either country, suggesting that, 
while greenwashing exists as a signaling mech-
anism, it may not immediately impair firms’ 
value-creation processes. However, the path-
ways through which greenwashing influences 
CSV differ across contexts, reflecting the varia-
tions in institutional strength and stakeholder 
sensitivity.

In Indonesia, the absence of significant effects 
can be attributed to institutional fragility and 
the relatively low importance of ESG reporting 
to stakeholders. As noted by Jatmiko et al. (2025), 
the regulatory landscape remains fragmented, 
enabling firms to engage in symbolic disclosure 
with limited accountability. Stakeholders may 
also lack the capacity or motivation to criti-
cally evaluate sustainability reports, resulting 
in muted responses to symbolic practice. This 
weak coupling between disclosure and scrutiny 
buffers firms from reputational consequences, 
explaining the limited observable impact of 
greenwashing on CSV. In contrast, Malaysia 
provides a more mature institutional environ-
ment with stronger regulatory mandates, such 
as the Bursa Malaysia Sustainability Reporting 
Framework, which incentivizes improved ESG 
disclosure practices. Nonetheless, even in this 

enhanced context, the direct effect of green-
washing on CSV is not significant. One possible 
explanation lies in a lagged response mecha-
nism, whereby stakeholders gradually internal-
ize discrepancies between disclosed and actual 
ESG performance. As highlighted by Montero-
Navarro et al. (2021) and Khurshid and Snell 
(2021), the impact of greenwashing is often cu-
mulative, undermining corporate reputation 
and stakeholder trust over time, rather than 
instantaneously.

One of the most salient findings from Malaysia 
is the significant mediating effect of informa-
tion quality on the relationship between green-
washing and CSV. This supports the assertions 
of Boiral et al. (2025) and Hameed et al. (2024) 
that high-quality disclosures are instrumental 
in preserving the credibility of corporate ESG 
efforts. The results confirm that greenwashing-
induced deterioration in disclosure quality un-
dermines stakeholder trust and hinders the re-
alization of shared value. This evidence aligns 
with the theoretical argument that symbolic 
compliance, while potentially offering short-
term legitimacy, ultimately erodes confidence 
and damages reputation once the inconsisten-
cies are revealed. By contrast, the absence of 
a significant mediation effect of information 
quality in Indonesia further underscores the 
institutional weaknesses identified by Shuang 
et al. (2024). Without robust assurance mecha-
nisms or regulatory enforcement, ESG disclo-
sures in Indonesia might not serve as credible 
signals for stakeholders. Even when greenwash-
ing reduces disclosure quality, its impact on de-
cision-making remains marginal in an environ-
ment where trust in ESG data is already limited. 
This highlights the importance of strengthening 
governance, improving transparency, and pro-
moting third-party validation processes to en-
hance the credibility of sustainability reporting 
in Indonesia.

The study also examined information asymme-
try using ESG disclosure quality as a proxy, but 
the findings revealed that this pathway did not 
significantly mediate the greenwashing–CSV 
relationship in either country. This result may 
be explained by the structural limitations of 
ESG scores, which often aggregate diverse met-
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rics into composite indices that mask the im-
portant nuances of sustainability performance. 
Hassan and Guo (2017) argued that while ESG 
scores can serve as useful benchmarks, they 
frequently fail to capture real-time or context-
specific performance. In Malaysia, despite the 
adoption of advanced reporting frameworks, 
ESG scores may not accurately reflect substan-
tive differences due to heterogeneity in mea-
surement standards. This supports the conten-
tion of Xia et al. (2023) and Huq and Carling 
(2024) that standardization without contextual 
depth results in superficial comparability with-
out meaningful differentiation. In Indonesia, 
where ESG scores are less mature and often lack 
external assurance, their informational value is 
further diminished, weakening their potential 
to serve as trustworthy intermediaries in stake-
holder decision-making. These findings contrast 
with broader expectations in the sustainability 
literature that posit that improved disclosure 
mitigates greenwashing and suggest that the 
problem lies not only in the volume or format 
of disclosure but also in stakeholder interpre-
tation and verification mechanisms. As empha-
sized by Zharfpeykan and Akroyd (2023), dis-
closure without scrutiny can perpetuate rather 
than counteract greenwashing.

Broader institutional and cultural environments 
further shape the effect of greenwashing on CSV. 
In Indonesia, weak enforcement and low public 
awareness allow symbolic compliance to per-
sist, without severe repercussions. This obser-
vation aligns with Bhuiyan et al. (2023), who 
argue that institutional pressures in emerging 
economies are often inconsistent, limiting their 
ability to enforce authentic, sustainable behav-
ior. Consequently, firms may pursue legitimacy-
seeking strategies rather than genuine value cre-
ation, resulting in a decoupling between ESG dis-
closures and operational practices. In Malaysia, 
where enforcement and stakeholder awareness 
are strong, the persistence of greenwashing sug-

gests that regulatory instruments alone are insuf-
ficient. As Keresztúri et al. (2025) contend, even 
well-designed regulations may fail without com-
plementary mechanisms, such as media scrutiny, 
civil society engagement, and investor activism. 
Evidence from Malaysia shows that when stake-
holder scrutiny is active, disclosure quality be-
comes a critical arena in which symbolic and 
substantive ESG practices are contested.

Taken together, these results have important 
implications for both policy and practice. The 
contrasting outcomes between Indonesia and 
Malaysia underscore the need for context-sen-
sitive policy responses. Regulatory frameworks 
should not only mandate ESG disclosure but 
also promote its integration into core business 
strategies. Lu et al. (2021) suggest that manda-
tory sustainability reporting, combined with 
third-party assurance, can enhance both the 
quality and credibility of disclosed information. 
Consistent with Abbas and Khatib (2025), ex-
ternal assurance bodies play an essential role in 
validating the accuracy of sustainability claims 
and in reducing the risk of deception. At the 
same time, digital technologies, such as AI-
driven data verification and blockchain-enabled 
reporting, as highlighted by Yu et al. (2020), of-
fer promising tools to enhance ESG data trace-
ability and reliability. These innovations can 
help stakeholders detect inconsistencies in ESG 
narratives and encourage firms to adopt sus-
tainable practices. Therefore, addressing green-
washing requires a coordinated approach that 
involves regulators, investors, civil society, and 
the media. Beyond disclosure standards, what is 
needed is a broader stakeholder culture that de-
mands transparency and critically assesses ESG 
claims. Ultimately, the findings of this study 
emphasize that greenwashing is not merely a 
communication problem but also a symptom of 
deeper institutional and governance challenges, 
requiring structural reforms in assurance, en-
forcement, and stakeholder empowerment.

CONCLUSION

This study examines the relationship between greenwashing and the creation of shared value (CSV), 
with particular attention paid to the mediating roles of information and ESG disclosure quality in the 
institutional contexts of Indonesia and Malaysia. Drawing on panel data from listed firms in both coun-
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tries, this study aimed to uncover whether symbolic ESG disclosure practices undermine firms’ ability 
to simultaneously create economic, social, and environmental value.

The findings reveal that greenwashing does not directly impact CSV in Indonesia or Malaysia. However, 
in Malaysia, information quality significantly mediates this relationship, indicating that stakeholder 
perceptions shaped by disclosure credibility play a critical role in linking ESG communications to 
shared-value outcomes. This effect was not observed in Indonesia, where weaker regulatory and as-
surance mechanisms have diluted the signaling power of ESG disclosures. Meanwhile, ESG disclosure 
quality, used as a proxy for information asymmetry, did not mediate the relationship in either coun-
try, raising concerns about the utility and reliability of aggregated ESG scores in capturing substantive 
performance.

These results contribute to the sustainability accounting literature by highlighting that the impact of 
greenwashing is highly context-dependent and is often mediated by the credibility of communication 
rather than its presence. These findings underscore the importance of trustworthy ESG disclosures and 
the institutional infrastructure supporting them. This study emphasizes the need for practitioners to 
move beyond symbolic compliance and invest in verifiable stakeholder-relevant ESG strategies.

Despite its contributions, this study had several limitations. The analysis focuses on listed non-financial 
firms and relies on secondary data, which may not fully capture internal ESG implementation practices 
or stakeholder responses. Future research may benefit from incorporating qualitative insights, testing 
in other sectors, and employing longitudinal case studies to assess the dynamic evolution of stakeholder 
trust and the greenwashing effects over time. Ultimately, this study reinforces the argument that creat-
ing shared value in the ESG era requires more than disclosure; it requires authenticity, institutional sup-
port, and stakeholder engagement rooted in transparency and accountability.
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