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In this study, we investigate the effect of the voluntary disclosure of environmental,
social, and governance (ESG) information on firm performance and idiosyncratic risk.
Other studies have shown mixed and inconclusive evidence that may stem from
endogeneity issues, as voluntary ESG disclosure is subject to self-selection bias. We use
data from Taiwan-listed firms and employing the Heckman (1979) self-selection model
and find that firms engaging in voluntary ESG disclosure and obtaining third-party
certification have higher Tobin’s Q, return on assets (ROA), and return on equity (ROE),
as well as lower idiosyncratic and downside risks. The findings indicate that voluntary
ESG disclosure enhances firm performance and mitigates risk by improving information
transparency and alleviating agency problems. Moreover, institutional sharecholdings
serve as an important external governance channel through which voluntary ESG

disclosure strengthens the outcomes of firms.
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transparency, agency problem.
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