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Abstract 

 

Following considerable business and academic interest in sustainability over the 

last two decades, this study’s aim was to extend previous research by examining 

through the lens of stakeholder theory, Resource Dependence Theory (RDT) and 

legitimacy theory: through (1) the impact of sustainability committee characteristics 

(SCC) on Corporate Sustainability Performance (CSP) and (2) any significant 

differences between findings when focused and non-focused sustainability 

committees are compared. 

 
This thesis applied positivist methodology and adopted fixed effects regression 

models on a sample of 112 non-financial companies from FTSE 150 for the period 

2010-2018. Environmental, Social and Governance (ESG) data was gathered from 

the Refinitiv database along with data on sustainability committee characteristics 

collected from Fame database, companies’ annual reports and London Stock 

Exchange (LSE).   

 
The main findings show a positive and significant relationship between 

organisational factors including firm size, profitability and firm age with 

Environmental and ESG scores. There is also a positive and significant association 

between frequency of committee meeting and age diversity with Governance 

scores only. The empirical finding shows these positively significant relationships 

under the presence of focused and non-focused committees equally. Additionally, 

the results show that only social and governance sustainability performance 

significantly improved from 2016 following the Paris Agreement of 2015 and the 

publication of the 2030 SDGs. Furthermore, the findings revealed the frequency of 
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committee meetings is negatively and statistically significantly related to the 

Environmental dimension. The finding shows that firms focused/non-focused 

committees with greater independent members tend to have a statistically negative 

relationship to Governance Sustainability Performance. Importantly this research 

study also provides empirical evidence of the insignificant relationship of 

independent variables on the sub-dimension of Social Performance, thus, this 

finding supports the argument that firms act by greenwashing. 

This study has evidenced that no single theory provides a rationale for how SCCs 

influence CSP and its conclusions include suggestions for academics as well as 

businesses in terms of ongoing development and research.  

Key words: Sustainability Performance, ESG, Sustainability Committee, 

Stakeholder Theory, Resource Dependence Theory,  and Legitimacy Theory. 
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Glossary of Terms 

Carbon 

Emissions 

Emissions of greenhouse gases (in carbon equivalent) for 
an activity or organisation over a given period of time. 

Carbon 

Neutral 

Achieving net zero carbon emissions by balancing carbon 
emitted with an equivalent amount sequestered or offset or 
buying enough carbon credits to make up the difference. 

Carbon 

Offsetting 

Reducing emissions of greenhouse gases by purchasing credits 

through emissions reduction projects or carbon trading schemes. 

Circular 

Economy 

An alternative to a traditional linear economy (‘make, use, 

dispose’) in which resources are kept in use for as long as 

possible, the maximum value extracted from them whilst in use, 

and then products and materials recovered and regenerated at 

the end of each service life. 

Corporate 

Citizenship 

The notion that corporations have an obligation to society as a 

whole, not just to investors, employees, or customers. 

Greenwashing Greenwashing is a marketing or public relations trick to make a 

company look like they are environmentally friendly when they 

are not. An example of greenwashing is creating a new food label 

with a healthy-sounding brand name for healthy natural food that 

is made by a national company with a terrible environmental 

reputation. 

Integrated 

reporting 

A new approach to corporate reporting that integrates financial 

information and non-financial (e.g., environmental and social) 

information into a single document to show how a company is 

performing. 

Natural 

Capital 

The world’s stock of natural assets, including geology, soil, air, 

water, and all living things. 

Panel data "Using panel data enables the inclusion of lagged values, which 

reduces endogeneity problems and issues regarding assumed 

directions of causality that arise from contemporary independent 

and independent variables" (Wagner, 2010). 

Positive 

Screening 

Monitoring a company’s ethical performance by the good that it 

does. 

Resilience The capacity of an organisation or individual to survive or even 

thrive in the face of unforeseen changes.  Sometimes used in 

place of ‘sustainability’, resilience looks for ways to manage in an 

imbalanced world, whereas ‘sustainability’ seeks to put the world 

back into balance. 
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Shareholder 

orientation 

A social movement with ideological commitment to economics-

based conceptions of the firm, shapes management accounting 

and control practices and how various actors go about resisting 

such practices 

Social Capital The collective value of all social networks; the links and shared 

values in society that enable individuals and groups to work 

together. 
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CHAPTER ONE: INTRODUCTION 

 

1.1 Outline of the research project 

n the past two decades, the issues of Corporate Governance (CG) and 

sustainability have become a core matter for corporations and communities at 

large. The issue of sustainability is gaining considerable attention from Boards 

of Directors (BoD). Reasons include management behaviour, regulatory authority 

involvement, and increased stakeholders’ resolutions and demands to act on 

sustainability practice. There is increasing concern from different groups of 

stakeholders including employees, governments, investors, and customers 

regarding environmental, social, and governance (ESG) matters.  

 
All companies face the issue of sustainability, and each corporate board must 

address sustainability regardless of the company’s business. Companies in various 

industries face strong criticism for their irresponsible behaviour for choosing to profit 

over investing in people and the planet (Tiba, van Rijnsoever and Hekkert, 2019; 

Fatemi, Glaum and Kaiser, 2018).  

 
Today, the top managers in corporations are aware that their role as a corporate 

board member gives them access to capital and the power to implement long-term 

corporate strategy (Yamak et al., 2019). According to Walls and Berrone (2017), 

this dynamic is seen when CEOs use their expertise over the BoD resulting in 

reduced corporate environmental impact. They also found the CEO’s expertise acts 

as a catalyst for transforming shareholder activism into corporate greening.  Li et 

al., (2018) found CEO’s power enhances firms’ ESG disclosure; section 3.4.2 

I 
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evidences how such expertise within the board becomes a key factor in resource 

dependence theory.  

 
As the main decision-making body, the BoD can help firms to use and improve how 

they apply sustainability data to monitor long-term value creation for shareholders 

and measure ESG (Rubino and Napoli, 2020). Good governance is leading the 

sustainability movement and responding to stakeholders’ demand for a true and fair 

view of ESG information. However, there remains a limited number of companies 

that fully address ESG (Kotsantonis and Serafeim, 2019; Connors, Anderson-

MacDonald and Thomson, 2017).  

 
Torelli, Balluchi and Lazzini (2020) suggested companies overstate their 

environmental performance and cases of greenwashing have arisen. In fact, CDP 

(2019) suggest a “large majority” of major corporations are not transparent about 

their impact on what is now seen as global deforestation. Likewise, the Alliance for 

Corporate Transparency (ACT, 2020) has suggested that many companies are not 

disclosing enough information about the impact of their activity on the environment 

and society to truly fulfil their societal and regulatory obligations. Another concern 

more recently raised surrounds the ‘Green Laird’ initiatives which sees corporations 

buy up swathes of land to re-forest as a carbon offsetting measure yet not reducing 

their own emissions or changing their fossil fuel usage (BBC News, 10/12/2021). 

 
Based on prior research, the association between financial performance and 

sustainability has become more assertive (Xie et al., 2019; Phan et al., 2020; Azzam 

et al., 2020). Boards have new opportunities to oversee the association between 
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sustainability performance and value creation and align the BoD to deliver a robust 

performance (Chams and García-Blandón, 2019; Eccles et al., 2020).  

 
For instance, a 2012 study carried out by Lourenço et al. (2012) reinforced the 

positive direction of CSP-CFP and established that investors in the market penalise 

firms that deliver substantial profitability but a relatively lower level of CSP. This 

raises the question of legitimacy, as investors may be making a clear statement that 

such prioritisation (profit over people / planet) deems a firm as less legitimate than 

one which addresses all aspects of sustainability; this is explored further in section 

3.4.3 as part of the theoretical underpinning of this thesis. 

 
Also, Lu and Taylor (2018) found that a firm’s performance on sustainability 

dimensions improves its long-term financial performance. They also suggested that 

environmental sustainability contributes more to this positive finding compared to 

social sustainability. Others who found this include Alshehhi, Nobanee and Khare 

(2018), who found in a systemic review of the literature that 78% of authors reported 

a positive relationship between corporate sustainability and financial performance. 

  
Despite the large volume of existing literature on corporate governance, the board 

of directors and sustainability as separate research topics (Manning, Braam, and 

Reimsbach, 2019; García‐Sánchez and García‐Meca, 2018; Hussain, Rigoni and 

Orij, 2018; Guerrero et al., 2017), there is a gap for an in-depth investigation of the 

relationship between governance and sustainability. There is limited knowledge of 

the board of directors' role in designing and establishing committees to endorse and 

oversee the implementation of a corporate sustainability programme. 
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The corporate board has come under increasing pressure from various 

stakeholders to address sustainability risk management, and the commitment 

toward sustainability practice has become decisive as a matter of urgency (Marshall 

et al., 2015; Beji et al., 2020). It is imperative that firms’ top priority is to approach 

sustainability policies and influences while not deflecting from the success of 

primary firm objectives as a for-profit organisation (UN, 2015).  

 
One key mechanism that has become part of a firm’s sustainability strategy is to 

form a sustainability committee at the board level with a group of Directors with 

specialist interest and knowledge. Painter‐Morland (2006, p.356) describes how 

such committees' primary responsibility is executed when it “oversees the various 

aspects of the triple-bottom-line and succeeds in displaying an understanding that 

all of these aspects are central to the company’s governance”.  

 
This study aims to examine the impact of sustainability committee 

characteristics on corporate sustainability performance (CSP). As opinions 

and understanding about sustainability have broadened, firms are demonstrating 

more consideration for their more comprehensive approach to sustainability practice 

becoming a top corporate priority.  

 
For instance, modern corporations have the potential to be a crucial factor in running 

an ethical for-profit company that operates in the interest of stakeholders thereby 

maximising shareholders’ value, which according to Ioannou and Serafeim (2017) 

becomes a strategy. They cite examples including how adopting CSR practice in 

areas such as recruitment and selection in companies enhances employee 
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retention, engagement and ultimately differentiates their organisation from 

competitors. 

  
Moreover, the aims of sustainable development have become the central 

component in environmental management and other human activity areas (Chams 

and García-Blandón, 2019; Silvestre and Ţîrcă, 2019; Gallo and Christensen, 

2011). There are several manifestations of concern about the natural and 

environmental resources and social equality, and addressing such concerns 

becomes core to attaining sustainability. 

 
It is also important to acknowledge the role of Non-Governmental Organisations 

(NGOs), including Greenpeace, Ethical Consumer and United Nations Global 

Compact (UN), in shaping a sustainable future, encouraging businesses to 

implement and embed sustainability initiatives into their day-to-day operations as 

deep as if into their very DNA (Bernard, Godard and Zouaoui, 2018; Jung et al., 

2018; Gómez-Bezares, Przychodzen and Przychodzen, 2016).  

 
Indeed, from their early start as bodies of concerned groups tackling environmental 

issues to their springboard onto the world stage following the 1992 Rio Summit 

(UNCED, 1992), NGOs have now become prominent environmental lobbyists, 

policy shapers and influencers (Partelow, Winkler and Thaler, 2020). Certainly, it is 

likely that their role has contributed to government regulations directly aligning with 

sustainability practice to address global concerns such as climate change, 

renewable energy, food production, and population growth. The UN encourages 

every country and corporation to act on the 17 sustainable development goals 

(SDG) (UN General Assembly, 2015).  
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This growing concern and consideration have also been reflected in academic 

studies relating to CSP, with a wide range of research published since the 2019s. 

Many of those studies have concentrated on financial and economic performance 

(e.g., Weber, 2017) However, in recent years, a growing body of research has 

investigated whether a compromise exists where corporations’ investments 

incorporate sustainability and profitability, and indeed, the efficacy of such 

compromise (Nizam et al., 2019; Bartolacci, Caputo and Soverchia, 2020). It is 

evident from the preliminary literature search that prior studies (Hussain, Rigoni and 

Cavezzali, 2018; Weber, 2017; Khattak, 2021; Alshehhi, Nobanee and Khare, 2018; 

Nguyen et al., 2021) have focused on financial performance, consequently there is 

a noticeable gap in the literature examining non-financial performance and the 

impact of sustainability committee characteristics on CSP.  

1.2 Theoretical framework 

The issues of sustainability, in general, are very much a concern for humanity. 

Consequently, theories in the past and the present play an essential role in helping 

humans develop a greater understanding and find solutions for the problems that 

humanity faces. Knowing the theory surrounding sustainability can help us 

understand how firms can achieve their social, environmental, and governance 

obligations (Chang et al., 2017).  

 
Sustainability has become a concern for scholars, firms’ leadership, management, 

and practitioners, especially keeping a balance between financial and non-financial 

performance (Braam and Peeters, 2018; Gianni, Gotzamani and Tsiotras, 2017; 

Haffar and Searcy, 2018). The continuing popularity and importance of sustainable 

development in the past four decades appears to warrant the development of 
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conceptual approaches to theories of sustainability (Al‐Shaer, 2020; Aureli et al., 

2020; Khan et al., 2021; Velte and Stawinoga, 2020). 

 
Firms require a comprehensive plan covering all future strategy of the firm and its 

value chain. Firms need to consider having a sustainable culture that demonstrates 

their commitment to innovation, transparency, involvement, and responsibility for 

sustainability practice (Mohammad et al., 2014; La Rosa, Caserio and Bernini, 

2018; Arena, Bozzolan and Michelon, 2015). To achieve overall sustainability goals, 

corporations need collaboration with comparative firms. In addition, firms need to 

be advocates willing to speak up and resist injustice and commit to creating a 

sustainable environment (Lee, Grayson and Coulter, 2018).  

 
Injustice refers to a sense of unfairness and is a term now rooted in political ethics 

(Nagel, 2005). Indeed, Pogge (2001) contends that for nations to achieve justice, 

corporations (including global financial institutions and major companies) play a 

major role. Certainly the 2030 Agenda for Change (UN General Assembly, 2015) 

centres around achieving global sustainability incorporating justice.  

 
Global sustainability may be achieved more smoothly through the influence of 

scholarly research on the overall 2030 Sustainable Development Goals (UN 

General Assembly, 2015) and ESG reporting activity in particular (Contu, 2020; 

Gallego-Sosa et al., 2021). This impact has the potential to grow across all 

corporations; however, Derry (2012) and Starik and Kanashiro (2013) remind us 

that such deliberations will involve a certain amount of rethinking around firms’ 

expectations in order to further develop suitable and existing theories in the context 

of our environment and social well-being (Derry, 2012; Starik and Kanashiro, 2013). 
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These authors contend that scholars and business practitioners need to rethink to 

develop suitable and existing theories of the firm about the sustainability of their real 

expectations in the context of our environment and social well-being (Derry, 2012; 

Starik and Kanashiro, 2013). 

Although there is no single, universal theory that applies to CSP, various theories 

have been adopted to examine it. For example, stakeholder theory (Hussain, Rigoni 

and Orij, 2018); Institutional theory (Gianni, Gotzamani and Tsiotras, 2017); 

Legitimacy theory (Crossley, Elmagrhi and Ntim, 2021; Rezaee, 2017; Haffar and 

Searcy, 2018; Vitolla and Rubino, 2018); Resource Based-View theory (Khan, Khan 

and Saeed, 2019; Küçükbay and Sürücü, 2019); Contingency theory (Furlan et al., 

2017); and Social Contract theory (Jahn and Brühl, 2018; Omran and Ramdhony, 

2015; LoMonaco-Benzing and Ha-Brookshire, 2016) have all been used to study 

sustainability.  

 
These theories offer a theoretical platform to critically analyse the relationships 

between the ESG pillars of sustainability performance and their combined effects in 

generating benefits for all stakeholders. 

 
A number of researchers (Hussain, Rigoni and Orij, (2018); Gianni, Gotzamani and 

Tsiotras, (2017); Vitolla and Rubino, (2018) have used those theories to 

demonstrate and explain some connection with corporate sustainability and social 

responsibility. However, sustainability is associated with more extensive and 

diverse areas such as natural resource, economics, society, justice, equality, 

finance, organisational behaviour, management, ethics, and politics, thus, it may be 
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prudent to scrutinise sustainability dimensions through a more defined theoretical 

lens.  

 
Earlier studies have demonstrated a positive association between sustainability 

performance and financial and non-financial performance. Examples include 

Cucari, Esposito De Falco, and Orlando (2018) who found that high performing 

companies provide superior sustainability disclosure, with lower performing 

companies providing lower quality sustainability returns. They also suggest that 

ESG disclosure is becoming an important performance benchmark for investors. A 

more recent study investigated small and medium sized enterprises and found that 

those that engaged in social and environmental practices (SEPs) revealed 

enhanced legitimacy through attracting new businesses and becoming ‘employer of 

choice’ when compared to competition (Crossley, Elmagrhi and Ntim, 2021). 

 
This is supported by legitimacy theory, as demonstrated in Section 3.4.3. An 

alternative approach to investigating non-financial performance was offered by 

Martinez-Ferrero, Belén Lozano and Vivas (2021), who found that the existence of 

a CSR committee was a mediator in the positive effect that cultural diversity within 

the board has on firms’ social and environmental performance. Diversity is a tenet 

within resource dependence theory (RDT), which is one of the three underpinning 

theories of this thesis. 

 
This research study will contribute to the current literature by applying several 

theoretical contexts to develop an in-depth understanding of previous empirical 

studies on CSP behaviour. Two other theories selected for this purpose are 

Stakeholder and Legitimacy theory, as detailed in chapter 3.  
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Several well-known prior studies on sustainability have employed these theories to 

explore its concepts (e.g., Frynas and Yamahaki, 2016; Elgergeni, 2018). Chapter 

3 will discuss the interconnections among theories and how their combination is 

adopted in later chapters to examine and interpret voluntary and mandatory 

sustainability committees and CSP phenomena. 

1.3 Research aims and objectives 

During the last two decades, a relatively small but fast-growing number of 

corporations have voluntarily established sustainability committees to incorporate 

ESG issues in their organisational models and operational strategies (Hussain, 

Rigoni and Orij, 2018; Burke, Hoitash and Hoitash, 2019). Such incorporation of 

ESG matters into a firm's business model provides a rich arena for organisational 

research.  

 
Previous authors have explored topics such as whether and how the corporate 

governance structure of companies that accept and apply ESG policies diverges 

from that of other companies (Serafeim, 2020).  

 
Ait Sidhoum and Serra (2018) explored whether such companies have different 

stakeholder engagement developments and use different time horizons for their 

policymaking, and others have looked at how companies interpret and report on 

ESG dimensions (Eccles, Ioannou and Serafeim, 2014). Others have investigated 

the performance consequences of combining ESG issues into a corporate strategy 

and operations (De Lucia, Pazienza and Bartlett, 2020). 
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Several scholars have questioned whether firms can do well by doing good 

(Lourenço et al., 2013; Porter and Kramer, 2011). This claim is built on the 

hypothesis that meeting the demands of other stakeholders – e.g., employees 

through investment in training - generates value for shareholders (Parmar et al., 

2010, Porter and Kramer, 2011).  

 
The argument is also grounded on the theory that by not meeting the demands of 

other stakeholders, firms can wipe out shareholder value due to activity such as 

consumer boycotts, the failure to employ talented individuals, and by paying 

ensuing regulatory non-compliance penalties to governments (Hawn, Chatterji and 

Mitchell, 2018).  

 
This appears to represent a paradigmatic shift. Early scholars in the field who had 

a focus on shareholder primacy argued that accepting ESG policies can damage 

shareholder wealth (e.g., Friedman 1970; Clotfelter 1985). In its simplest form, their 

claim was that sustainability could be just a part of agency cost. Decades later, 

Brown and Caylor (2006) evidence the dilemma that senior managers receive 

private benefits from embedding environmental and social strategies in the firm's 

policies, but in doing so may increase cost structure and overall costs (e.g., paying 

their employees living rather than market wages). 

 
Jones et al. (2007) reported a negative association between environmental 

disclosure and longer-term market valuation. One study at that time demonstrated 

that the registration of ISO 14001 environmental management systems has led to 

lower profitability (Zaho, 2008). This suggests a conflict between shareholder value 

maximisation and environmental investments. This was demonstrated by Fisher-
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Vanden and Thorburn (2011), who found shareholder wealth and stock returns were 

negatively impacted by voluntary corporate environmental initiatives. They went on 

to suggest this extended to companies announcing membership in environmental 

programs. A potential explanation for these results is that sustainability involves 

additional cost through providing training to employees, moving from fossil-fuels to 

renewable energy, recycling of water etc. 

 
More recent research has similarly concurred with these earlier studies, such as 

Saygili, Arslan, and Birkan (2021) who found a negative effect of environmental 

disclosures on Corporate Financial Performance, a finding mirrored by Duque-

Grisales and Aguilera-Caracuel, (2021), across all ESG dimensions.  One study 

(Gómez-Bezares, Przychodzen and Przychodzen, 2016) found that CS has a 

negative effect on shareholder wealth which they relate to investment in unprofitable 

projects connected with social and environmental responsibility. However, their 

concern is that CS implementation requires a holistic and long-term approach, and 

that results are not immediately seen. 

Shifting the focus from shareholder primacy to stakeholder primacy in this respect 

changes perspective. Recent increasing demands to incorporate stakeholder 

orientation (including ‘voiceless’ stakeholders such as nature) in CSR decision 

making and activity has led to a more rounded approach to initiatives (Yoshikawa 

Nippa, and Chua, 2021). For instance, in recent years the emergence of non-

governmental organisations (NGOs) and other powerful interest groups such as 

Extinction Rebellion has demonstrated to the public that corporate activities 

contribute to sustainability challenges but can also be part of the solution (Yang and 

Basile, 2018). Yoshikawa Nippa, and Chua. (2021, p.19) place “the growing power 
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of such stakeholders” central to the enactment of legislation enforcing corporate 

activity such as ESG disclosure.  

 

The recent COP 26 in Glasgow saw extensive stakeholder action, with over 100,000 

members of the public and representatives from interest groups taking to the streets 

to protest against what was perceived as inaction on the part of governments and 

corporations to address climate change (BBC News, 06/11/2021). Aines et al. 

(2021) argued that such stakeholder action is an opportunity for inviting local and 

broader national public representation in the decision-making process which 

becomes crucial for consumer buy-in during what is an essential transition stage.  

 
One example they cited is the transition from fossil-fuels to renewable energy; a 

project involving the installation of pilot retrofits to improve homes’ energy efficiency 

has also increased house prices and made homes safer. Evensen et al. (2018) 

found that the British public as a stakeholder will accept energy transition costs if 

that transition is perceived to be just. Certainly, stakeholder primacy appears to fully 

embrace the concept of not exploiting nature or people and is more evident in 

current literature (Yang and Basile, 2018; Yoshikawa, Nippa, and Chua 2021; Aines 

et al., 2021). 

 
The current physical and social climate suggest that managing sustainability needs 

a genuine investigation into what could be intensely embedded and what challenges 

are ongoing for these issues to be adequately resolved, rather than to be treated at 

a superficial level and only when they are perceived to reach a high level of severity. 

Conducting this type of research has the potential to inform new sustainability 

management to address issues surrounding sustainability. 
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Companies need to integrate corporate sustainability into strategic management to 

enable them to achieve it in practice (Zollo, Minoja and Coda, 2018). For managers 

to drive such integration internally, they need to be equipped with the necessary 

tools and skills. These skills include communication and understanding the firm's 

material environment and social governance issues.  

 
Ultimately this is about how the board manages inter-organisational influences or 

social control processes (Bendickson, Gur and Taylor, 2018). Effectively, the 

members of the board minimise interdependence issues through providing access 

to resources through networking and their own expertise, as seen in resource 

dependence theory (Bakar, Ghazali, and Ahmad, 2019). It involves engaging in a 

trustworthy way with shared values with stakeholders, commensurate with both 

legitimacy and stakeholder theory (see section 3.4).  

 
In addition, establishing a corporate environment with sustainable values is a 

blueprint for better governance, higher integrity, and increased investment returns 

(Goyal, Rahman and Kazmi, 2013; Idolor and Braimah, 2015). 

 
In investigating the impact of the sustainability committee on corporate sustainability 

performance, this thesis defines a ‘focused’ sustainability committee as a committee 

within the BoD whose unique role is to liaise with the firm / stakeholders / regulatory 

bodies to assist the board in delivering its sustainability agenda. Situated at a 

strategic level of corporations, BoDs have an increasing role in managing 

sustainability committees. 
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In addition, as seen in Section 3.5, this study also examines ‘non- focused’ 

sustainability committees which include science committee, safety, ethics and 

environment assurance committee, corporate responsibility and reputation 

committee. 

 
The rationale for specifying these two types of committees (‘focused’ sustainability 

committee and ‘non-focused’ sustainability committee) grew from a combination of 

academic curiosity and firms’ experience. Burke, Hoitash and Hoitash (2019) used 

the single label ‘sustainability’ committee to describe all committees with an ESG 

focus. However, their findings show that focused sustainability committees are 

associated with more strengths than those with either non-focused sustainability 

committees or those without such committees. They investigated such committees 

with a limited frame of reference; this study extends into a more defined frame with 

further attributes, as will be seen in later chapters.  Likewise, Royal Dutch Shell 

initially had a CSR committee but came to realise that was too narrow a focus. By 

expanding to a safety, environment, and sustainability committee, they met broader 

sustainability objectives (Royal Dutch Shell, 2019) which suggests something in the 

committee's very nature merits investigation.  

 
When this research was at early stages, it was clear from the literature that the 

concept of sustainability committees per se was emergent. Painter‐Morland (2006) 

produced the first paper to address the sustainability committee, and chapter 3 

discusses how in 2010 only 7 of 112 companies on the FTSE 150 reported the 

existence of a focused sustainability committee on their board, but by 2018 this had 

grown to 16 of 112 companies. 
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Certainly, both historically since their inception in the 1960s and more recently, 

researchers have argued that creating board sub-committees provides better board 

effectiveness as seen in individual tasks for Directors with fewer decision-makers 

(Hussain, Rigoni and Orij, 2018; Al‐Shaer and Zaman, 2018; Biswas, Mansi and 

Pandey, 2018). Hussain, Rigoni and Orij (2018) found that a dedicated committee 

for sustainability issues on boards enhances social performance (but not 

necessarily sales growth). Burke, Hoitash and Hoitash (2019) stated that board sub-

committees' advantage is that their work could improve a strategic position in its 

legality, responsibility, and strategy formulation. More recently, Martínez-Ferrero, 

Belén Lozano and Vivas (2021), found that the existence of a CSR committee 

alongside board diversity is a positive factor in firms’ social and environmental 

performance. 

 
Creation of board sub-committees’ dates to the 1940s with the Securities and 

Exchange Commission (SEC) in the USA recommending firms establish audit 

committees (Birkett, 1986), and the first corporate social responsibility (CSR) 

committee within boards was created in the 1970s (Harrison, 1987). 

 
From an historic viewpoint, corporate sustainability performance has been regarded 

by some firms as a cost or responsibility – even decelerating effectiveness and 

causing resources allocation inefficiently (Engida et al., 2018; Rezaee, 2018). In 

fact, Reich (2008, p.6) cautioned against this view: “Considering corporate 

sustainability as an automatic loss of profit - makes ESG …as meaningful as cotton 

candy. The more you try to bite into it the faster it dissolves”.  
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However, more recently corporate directors have noticed corporate sustainability as 

an opportunity rather than as an obligation. For instance, Berthon, Abood and Lacy 

(2010) and Ludema, Laszlo and Lynch (2012) suggest acting on sustainability 

practice is an opportunity to engage with stakeholders and is essential to improving 

corporate financial and non-financial performance and creating value. This 

opportunity has been determined and supported by higher prospects and demands 

from several stakeholders concerning the level of transparency of corporations’ 

operational activities (Fischer and Sawczyn, 2013).  

 
Not only is this explained by stakeholder theory, where stakeholders involved in 

operating firms may help firms meet ESG dimensions implying the implementation 

of sustainability (Uribe, Ortiz-Marcos and Uruburu, 2018), but it is central to 

legitimacy theory. As such, firms must be transparent within the standards and 

values of the society in which they operate (Hesseling, 2017), with a focus on 

effective communication with the stakeholders, increasing the probability of success 

(Vitolla and Rubino, 2018). 

Moreover, market environment instability has altered how firms operate. This has 

developed due to society awareness and stricter regulations which are putting extra 

pressure on firms to advance their sustainability practices (Tate, Ellram, and 

Kirchoff 2010). This includes intervention from international bodies such as Global 

Reporting Initiative (GRI), Sustainability Accounting Standards Board (SASB), and 

the United Nations (UN) that have set the guidelines and principles and best 

practices to follow to control operations that serve stakeholders (Sisaye, 2021). 

The concepts of sustainability practice have become the new language of business, 

whereby corporations not only need to balance their financial performance but also, 
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their ESG influence on the many groups of stakeholders - namely their customers, 

suppliers, employees, investors, government, and community. Financial support for 

improving sustainability within business is available through so-called ‘Green Funds’ 

– for example, the UK Government provided £140m in cleantech funding in 2020, 

the Scottish Green Energy Trust currently manages a low-carbon EV transition fund 

on behalf of the Scottish Government, and other awards are available through 

initiatives such as the Green Climate Fund (IISD, 2021). It is clear that the wider 

perception on firm value has transformed far beyond the area of financial 

performance (Nizam et al., 2019).  

 
Schaltegger and Burritt (2018) extended Bansal and Song’s (2017) premise around 

corporate social responsibility and sustainability and suggested that there are four 

business cases with regards to sustainability practice. They found firms consider 

reactionary / reputational business cases of sustainability, and responsible / 

collaborative cases for sustainability.   

 
In the discussion section (chapter 6), one of the ways the findings are deliberated 

is by reflecting on and mapping industry group against the findings, which is 

discussed further in Section 4.7.3 Control Variables and in Table 5.1 (Distribution of 

FTSE150 companies between 2010-2018).  

This research contributes to this field of study using a model evolved from previous 

studies (Hussain, Rigoni and Orij, 2018; Al‐Shaer and Zaman, 2018; Biswas, Mansi 

and Pandey, 2018; Burke Hoitash and Hoitash, 2019; Cucari, Esposito de Falco 

and Orlando, 2018; Abdelmotaal and Abdel- Kader, 2016; Birindelli et al., 2018; 

Valle, Esteban and Pérez, 2019; Chams, García-Blandón, 2019). As will be outlined 
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in Chapter 4, Methodology, this is a statistical model that was applied to the data in 

order to achieve the main aim of this thesis: to explore the impact of sustainability 

committee characteristics on CSP.  

 
To accomplish this, the researcher is asking a key research question: How do 

sustainability committee characteristics influence CSP? In doing so, this thesis 

contributes to the general understanding of the relationship between CSR and 

sustainability committees as well the impact of sustainability committee on CG 

mechanisms.  

Most specifically, to achieve this aim and answer the research question, the 

objectives of this research are: 

1. To outline the historical development of the sustainability committee and 

determine its characteristics.  

2. To examine the impact of characteristics of focused and non-focused 

sustainability committee on CSP (including measuring the relationship between 

variables such as gender of chairperson and CSP). 

3. To determine the associations between specific industry groups, and CSP. 

1.4 Originality and contribution to knowledge  

In recent years growing body of literature examining the relationship between firm’s 

sustainability committees and firms sustainability performance has emerged (Lee 

and Faff, 2009; Wagner, 2010; Artiach et al., 2010; Searcy, 2012; Mattingly, 2017; 

Gianni, Gotzamani and Tsiotras, 2017; Xiao et al., 2018; Ait Sidhoum and Serra, 

2018; Mura et al., 2018; Jung et al., 2018; Hussain, Rigoni and Orij, 2018; Hawn, 
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Chatterji and Mitchell, 2018; Engida et al., 2018; Tapaninaho and Kujala, 2019; 

Aureli et al., 2020; Morcillo-Bellido and Duran-Heras, 2020; Niedlich et al., 2020; 

Noja et al., 2020; Orazalin, 2020; Fu, Tang and Chen, 2020; Velte and Stawinoga, 

2020; Uyar, Karaman and Kılıç, 2021; Sánchez-Hernández et al., 2021; Bannò, 

Filippi and Trento, 2021; Govindan et al., 2021; Khan et al., 2021; Govindan et al., 

2021; Oware and Awunyo‐Vitor, 2021; Raimo et al., 2021). Such studies indicate 

sustainability issues and their more coherent incorporation into theories such as 

stakeholder, RDT and legitimacy theory.  

 
Although as is identified later in chapter 3 this current study is not the first to 

investigate the association of CSP with sustainability committees, it is the first to 

provide an in-depth examination of sustainability committee characteristics related 

to CSP. In particular, it is the first to consider the role of having a focused 

sustainability committee in the context of measurable characteristics compared to a 

non-focused committee.  

 
For instance, although Burke, Hoitash and Hoitash (2019) considered three 

common characteristics of the sustainability committee (size of committee, 

independence of committee and frequency of committee meetings), their remit did 

not extend to finer characteristics such as gender, age and educational level of 

sustainability committee members. Likewise, Hussain, Rigoni and Orij (2018) 

studied the existence of a sustainability committee, but their hypotheses did not 

extend to unravelling the intricacies of how its characteristics impact on CSP. 

Spallini et al. (2021) investigated non-financial information in sustainability reports 

and found a positive correlation between having an internal sustainability committee 
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and ESG scores. However, their remit was broad and did not investigate specific 

attributes of such committees, rather their focus included their presence. 

 
By completing this study, there will be a greater understanding of what essentially 

drives firms’ sustainability performance. In addition, to explore whether 

sustainability committee characteristics influence CSP, then a model is developed 

based on the existing literature.  

The chosen dataset comprises 926 companies from the London Stock Exchange 

(LSE) listed company’s year observations, representing 112 non-financial 

companies from FTSE 150 for the period 2010 to 2018. The index constituents are 

the FTSE 100 index members and the top 50 largest FTSE 250 constituent 

companies based on the market capitalisation. 

 
The source of data for this study is collected from different databases. The data and 

information in relation to the dependent variable CSP are collected from Refinitiv 

ESG Data (formerly known as Thomson Reuters Eikon) database. The database is 

a leading global database on social, environmental, and corporate governance that 

has been consistently used by professional investors.  

 
The data quality and credibility of Refinitiv ESG Data have been confirmed and used 

in academic research over the past few years (Haque, 2017; Zhou, Luo and Tang, 

2018; García-Sánchez, Suárez-Fernández and Martínez-Ferrero, 2019; Birindelli et 

al., 2018; Manning, Braam and Reimsbach, 2019; Walls and Hoffman, 2013; Yang 

and Zhao, 2014; Kassinis et al., 2016). The data and information in relation to the 

independent variable sustainability committee were collected from the companies’ 

annual reports and the University of Wolverhampton Fame database.  
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The chosen methodology for conducting this study follows a deductive, quantitative, 

positivist approach to determining concepts, variables, and hypotheses. Using 

positivist methodology (better known as quantitative method), the exercise aims to 

advance generalisability; in other words, to discover explicit calculations, 

clarifications, and identifications of phenomena related to ways of measuring the 

variables that may be utilised / adapted to another research (Creswell, 2009; Collis 

and Hussey, 2009); this will be detailed in chapter four.  

 
The thesis makes the following original theoretical contributions to the knowledge 

of CSP and sustainability committee literature: 

 
By empirically recognising the CSP alignment with sustainability committees within 

BoDs, this study provides a fresh insight into the ongoing debate surrounding 

factors that could lead to greater CSP and contribute to ESG sustainability. In 

particular, with a focus on the characteristics of sustainability committees, this study 

extends the scope of previous work (such as Burke, Hoitash and Hoitash, 2019; 

Hussain, Rigoni and Orij, 2018) by differentiating between focused and non-focused 

sustainability committees.  

 
It also provides evidence of the impact of defined sustainability committee 

characteristics as an independent variable (such as committee size, committee 

diversity, committee independence, committee chairperson position and gender, 

age, and education level of committee members) on CSP. The study furthers the 

existing literature (Hussain, Rigoni and Orij, 2018; Burke, Hoitash and Hoitash, 

2019) by examining the impact of sustainability committee mechanisms on each 
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dimension of sustainability performance, as defined by the GRI framework. Thus, 

this study will address this gap in the literature.  

 
Therefore, this study is unique because it addresses the current gap in the literature 

by distinguishing between outcomes when two specific board sub-committees 

(focused sustainability committee and non-focused sustainability committee) are 

compared. This becomes an area of some deliberation in later chapters; it also 

provides evidence of the impact of sustainability committee characteristics as an 

independent variable (such as committee size, committee diversity, committee 

independence, committee chairperson position and gender, age, and education 

level of committee members) on CSP.  

1.5 The organisation of the thesis  

As shown in Figure 1.1 overleaf, the thesis contains seven chapters (Introduction, 

Background of the study, Literature review and Theoretical assumption of Corporate 

Sustainability, Methodology, Results, Discussion, Conclusion) along with a 

Reference list and Appendices, investigating CSP through sustainability committee 

characteristics in the context of companies and the influence of the dependent 

variable on voluntary disclosure of sustainability on the firm’s non-financial 

performance. This first chapter has provided a summary of the thesis. 
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Figure 1. 1: Thesis structure constructed by the researcher 
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Chapter two - presents a review of sustainable development history and how 

the concepts have transferred from Corporate Social Responsibility, Triple 

Bottom Line to CSP. It provides various definitions of the concepts from 

different scholars and is structured around stages in the history of sustainable 

development, highlighting the critical events and key figures who contributed 

to its framework. Examining the main determinants of CSP divided into 

external and internal factors, it also presents a critical investigation into 

stakeholders’ engagement and impact.  

 
Chapter three - This chapter's main purpose and discussion is a critical 

literature review on sustainability committees. The board of directors is seen 

as the primary decision-maker regarding voluntary and mandatory 

sustainability committee activity. The board’s sustainability committee’s role 

and constitution are diverse. Regardless, the argument is that engaging in 

voluntary and mandatory sustainability provides legitimacy and satisfies 

stakeholders’ requirements to enhance and improve competitive advantage 

for the long-term foundation for corporate sustainability. 

 
The first part of the review starts with the history of sustainability committees 

and reasons for their rise in popularity, considering relevant themes on the 

subject. Furthermore, it examines why companies are voluntarily establishing 

sustainability committees. 

 
The second part of this chapter reviews existing literature and empirical 

findings of sustainability committees. Furthermore, this chapter explores the 



41 
 

impact of sustainability committee characteristics on CSP as an oversight 

committee under the main board of directors. 

 
In addition, the third part of this chapter develops the hypotheses to investigate 

the effect of individual sustainability committee characteristics including 

committee size, gender and age diversity, independence, frequency of 

meetings and educational level on CSP. The end of this chapter provides a 

synthesis of the discussion and summarises the key points. 

 
This chapter also focuses on the theoretical framework that underpins this 

thesis; it investigates the existing corporate governance mechanisms literature 

related to corporate sustainability performance. It guides the reader to effective 

corporate governance and sustainability theories set as the lens through which 

sustainability committees' impact on corporate sustainability performance is 

empirically studied. Those theories are reviewed, starting with their 

development, their concepts and propositions. Following this, the study's 

theoretical model is introduced and explained, and the hypotheses are 

summarised. developed based on expected relationships among the model 

concepts and the study variables. 

 
Chapter four – presents the methodology of the thesis. This research is 

grounded on a quantitative method. The conceptual model and hypotheses 

are developed to examine the relationship between CSP orientation and 

sustainability committee characteristics. This chapter expands the argument 

that quantitative research design, methodology and statistical analysis of data 

will apply in this study, and it justifies the chosen data and research design. 
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Details of sample data used were added to this section when extracted to 

illustrate the methodology. 

The sustainability committee is a relatively new topic, and at the time this study 

was proposed there were few firms disclosing their activities related to the 

performance of this type of committee. For example, prior to 2010, only 8 firms 

out of the study sample of 112 had a sustainability committee. The first 

sustainability committees were established in 2007; at that time firms did not 

disclose data related to ESG nor were Refinitiv or Fame databases available.  

 

The justification for this study timescale is therefore based on two main criteria. 

Firstly, data was collected from 2010 because the lack of availability of ESG 

data from validated databases before 2010 may not lead to justifiable results. 

Secondly, the Millennium Development Goals report published by the United 

Nations in September 2010 (UN, 2010) was a turning point for sustainability 

development. It reflected the huge strides that had been made towards 

delivering the 8 sustainability goals set in 2000, and following its publication, 

there was a noticeable move towards companies starting to disclose their 

sustainability activities. Also, this study did not collect data beyond 2018 as it 

would have extended the study period beyond methodological practicalities. 

 

The sample size of 112 firms is comparable to existing studies. For example, 

Hussain, Rigoni and Orij, (2018), investigated corporate governance and 

sustainability performance using a sample of 100 firms for the period of 2007-

2011. Similarly, Cucari, Esposito de Falco and Orlando (2018) investigated 

diversity of board of directors and environmental social governance using 54 
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firms for the years 2011–2014. Moreover, Birindelli et al., (2018) examined the 

impact on ESG performance in the banking system and collected data from 

108 firms for the period 2011 to 2016. Consequently, the sample size used in 

this study is comparatively larger than those used in existing studies. 

 

As this study is the first to examine the impact of sustainability committee 

characteristics within the UK context, unlike prior studies, which have largely 

focused on corporate financial performance (Zhao et al., 2018; Noja et al., 

2020; Biswas, Mansi and Pandey, 2018; Cucari, Esposito de Falco and 

Orlando, 2018), justification for choosing the variables is related to the 

research question and these variables not being investigated in this context 

previously.  

 

Investigating the impact of the current variables on sustainability performance 

will contribute to the literature and it will support firms to improve not only their 

sustainability performance but also their financial and non-financial 

performance. For example, the issue of gender diversity and age diversity is 

concerning for the different groups of stakeholders - why are firms are lagging 

behind to address the issue of diversity and poor representation of the female 

directors at board level?  The selected variables were chosen largely because 

they have not been investigated within the SC context. Moreover, this study 

does not investigate CEOs, replacing that element of board composition with 

chairperson position and gender, as the CEO has been investigated in 

previous studies and it is known to have an impact on ESG therefore does not 

merit re-examination for this study’s purpose.  
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The variable measurement as follow: 

The dependent variables are (ESG) Environmental, Social, and Governance 

disclosure of sustainability, measured using index scoring of sustainability 

from Refinitiv.  

The independent variables are Sustainability Committee (SUSCOM) 

measured using Dummy variable, 1 if there is sustainability Committee 0 

otherwise; Non-focused sustainability committee (NON-

FC_SUSCOM)measured using dummy variable, 1 if there is any Social 

Responsibility Charity Committee or Ethics, Integrity Committee or 

Environmental Health Safety Committee; 0 otherwise; Committee Size 

(COMSIZE) measured using Number of directors on the committee; 

Committee Independence (IND<50%) measured using dummy variable, 

committee independence =< to 50% then it is equal to “1” otherwise “0”; 

Frequency Committee Meetings (CMTNG) measured using number of 

committees meeting a year; Committee Gender Diversity (GENDER) 

measured using the Blau Index on the percentage of female director on the 

committee Age Diversity (AGE) measured using the coefficient of variation in 

age of the committee members; Education Level (EDULVEL) measured using 

the Blau Index on the percentage of committee members in each category of 

educational level for instance, undergraduate degree, master degree and 

PhD; Chairperson Gender (CHAGEN) measured using dummy variable, 1 if 

chairperson female and 0 otherwise; Chairperson Position (CHAPOS) 

measured using dummy variable, 1 if chairperson position is independent and 

0 otherwise.  
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The control variables are Firm Size (FSIZE) measured using the natural log 

of total assets; Profitability (ROA) measured using Return on assets as EBIT 

divided by total assets; Leverage (LEV) measured using total debt divided by 

total assets; Free Cash Flow (FCF) measured using operating activity + 

investing activity / revenue; Firm Age (FAGE) measured calculated as natural 

log of one plus years since the IPO.  

 
Chapter five – presents the results and findings of quantitative empirical 

investigation and analysis, then tests the hypotheses to examine the 

relationship between the descriptive statistics of the dependent, independent 

and the control variables. Regression analysis is adopted to test the 

hypotheses developed in the previous chapter. In addition, it debates the 

results of the investigation in relation to existing literature. 

 
Chapter six – presents a detailed discussion of the findings of the thesis and 

offers new contributions to knowledge through the insight generated by the 

quantitative data analysis.  

 
Chapter seven – this chapter provides a summary of the primary outcomes 

of this research. The potential implications of the findings for stakeholders, 

including management and policymakers, are discussed. The chapter also 

sheds light on its methodological limitations and offers suggestions and 

recommendations for future research. 

 

  



46 
 

CHAPTER TWO: BACKGROUND OF STUDY 

 

2.1 Introduction 

his chapter focuses on the study's background by reviewing existing 

literature associated with the research study question concerning 

sustainable development and CSP. It begins by elaborating the 

historical background of sustainable development that underpins this study's 

premise and then proceeds to establish and identify the definition of 

terminology used throughout the study whilst providing context and creating 

significance for research cited in this thesis.  

 
Section 2.2 provides a short history of Sustainable Development following 

which section 2.3 offers different definitions of sustainable development. 

Section 2.4 extends this by concentrating on similar terms to CSP, including 

CSR and TBL, allows the researcher and the reader to consider differentiation 

between these terms. Furthermore, section 2.5 focuses on how sustainable 

development has evolved to become sustainability as understood today, and 

when the use of the term sustainability came to the attention of scholars.  

 
Literature related to CSP, the dependent variable of this study, is reviewed in 

section 2.6, beginning with a discussion of CSP, its origin, conceptualisations, 

and its key drivers. A review of its suggested theoretical foundations leads into 

section 2.7, which focuses on the different definitions of CSP before section 

2.8 highlights the impact of sustainability committee characteristics on CSP. 

Finally, the chapter ends with a summary. 

T 
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2.2 A short history of Sustainable Development 

This section reviews how sustainable development emerged and has 

developed (see table 2.1). The following sections present an overview of the 

roots of sustainable development's history and concepts by tracing its origins. 

Key events set the fundamentals and principles of sustainable development; 

this is divided into three stages. 

2.2.1 The first stage  

Before the vocabulary of sustainable or sustainability was added to the Oxford 

English Dictionary during the mid-20th century, similar terminology has been 

used for centuries in other languages. For example, the term durabilité 

(durable) has been used in French, Nachhaltigkeit, factually meaning 

‘lastingness’, and nachhaltig appeared in German, duurzaamheid and 

duurzaam have been used in Dutch (van Zon and Kuipers, 2002). Tomislav 

(2018) stated during the history of pre-modern humanity, there have always 

been people who have been concerned about the imminent welfare of 

societies. 

In the early 17th century, the demand for raw materials, mainly wood as the 

primary material for construction, energy, and making essential commodities, 

negatively impacted the German forests (Hallet and Wright, 2011). Humans' 

irresponsible actions by cutting wood without consideration for its ongoing 

sustainability affected the environment and became a real threat for 

deforestation in European forests.  
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An inspector of mines in Saxony at the time of Augustus the Strong by the 

name Hans Carl von Carlowitz used the term ‘sustainability’ in his book 

“Sylvicultura Oeconomica” ("Silviculture and Economics") of 1732. He defined 

sustainability as continuity, permanence, restoration, consistency, or 

uninterrupted effect. Carlowitz (1732) proposed sustainability of forest 

resources, which implied maintaining a balance between selecting old trees to 

fell, thus ensuring the wood’s continued availability, and not undermining the 

biological renewal of forests so that there are enough young trees to replace 

them (Du Pisani, 2006). 

 
In the 18th-century, increasing world population became a concern with fears 

that it would impact the consumption of resources, yet food production seemed 

to grow exponentially with the world population increase (Tomislav, 2018). 

Also, Essay on the Principle of Population, published by Malthus (1872), 

calculated the impact of population growth on future resources, arguing that 

urgent action was required to balance food production and population growth 

as it could threaten the future.  

 
At the beginning of the 19th century, Karl Marx and classical economists 

Ricardo and Mill also argued the case for sustainable development. Marx's 

involvement in examining the Earth's issues took him to the notion of 

sustainability central to his ideas and understanding of communist society. 

Sustainability is grounded in a critique of capitalism and dreams of a future 

civilisation (Foster, 1997).   
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Furthermore, during the mid-19th-century coal became the primary source for 

energy. Then, concerns were raised by Jevons (1866), who was honoured for 

his dedication to contemporary neoclassical economic analysis, that coal is 

not a long-term energy source and could run out within a few decades (Clark 

and Foster, 2001). However, Jevons’ calculation and rationale were criticised 

as both superfluous and superlative, with its subjective value theory rooted in 

marginal utility (ibid). 

2.2.2 The second stage 

The 20th century was a period of many changes, especially between optimistic 

and pessimistic viewpoints about human development; scientific technology 

developed with a sense of optimism reflected by better understanding and 

predictions of almost infinite possibilities. Technological improvements always 

play a vital part in improving the economy and addressing environmental 

issues such as waste management and cleaner and friendlier production (Al‐

Shaer, 2020; Aureli et al., 2020; Khan et al., 2021; Velte and Stawinoga, 2020). 

 
The dark side of the first half of the 20th century was comprised of global war 

and economic turmoil, and poverty became a significant problem. The fall of 

leading Western society seemed to loom. However, after World War II, 

globalisation and post-war industrialisation began; there was an economic 

boom (O’Rourke and Williamson, 2002). This paved the way for change, gave 

confidence about the predictions of rising living standards worldwide, better 

health service and the potential to reduce inequality.  
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However, during this period of prominent industrial and commercial 

development, an environmental disaster was imminent with more significance 

on the horizon, driving society to change their basic expectations about growth 

and development (Du Pisani, 2006). The history and events of sustainability 

during the 20th century are highlighted in Table 2.1  
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Table 2. 1: Timescale of sustainable development during the 20th century 

Year Brief description 

1896  

 

 

A Swedish chemist Svante Arrhenius is better known as ‘the father of climate change’; in his work, he 
stated the contribution of carbon dioxide to the greenhouse effect. He anticipated the association between 
atmospheric carbon dioxide concentrations and temperature. Arrhenius discovered that the earth's 
surface temperature is about 15oC from the infrared absorption capacity of water vapour and carbon 
dioxide (Arrhenius and Holden, 1897).   

1956  A geophysicist, Hubbert, predicted the rates of oil production, that all rates of oil production follow a bell-
shaped curve and will ultimately go to the top then decline accordingly. The concept is known as Peak 
Oil. Based on this theory, world crude oil production has a limited reserve, running out eventually 
(Hubbert, 1956). 

1962  Rachel Carson’s powerful book Silent Spring, reflected on the environmental crisis. It was a landmark for 
environmental movements; the research focused on toxicology, ecology, and epidemiology. Carson's 
seminal work raised concerns that agricultural pesticides are building to disastrous levels and might 
damage animal species and human health (Carson, 1962). 

 
1968  

The world population increased sharply from 2 billion in 1927 to 3.5 billion in 1968 (UN, 2017). The 
biologist Paul Ehrlich’s seminal work, The Population Bomb, raised the alarm; his work focused on 
population growth and fears about the potential consequences with the relationships between resource 
exploitation, the environment and human population (Ehrlich, 1968). 

1972  For the first time UN and UNEP stepped in and held a conference in Stockholm, Sweden. Focusing on 
the Human Environment, such as pollution and acid rain, the conference ran under the slogan Only One 
Earth. Then the Club of Rome’s study The Limits of Growth on “the predicament of mankind” predicted 
the age of permanent shortages (Meadows et al., 1972; Ward and Dubos, 1972). 

1987  The World Commission on Environment and Development (WCED) published a report Our Common 
Future, better known as the Brundtland Report, with the essential principles of sustainable development 
and for the first-time term “sustainable development” has been used. The aims of the report focused 
mostly on the needs and interests of humans. They were worried about safeguarding global equity for 
the next generations by redistributing resources towards poorer nations to encourage their economic 
growth to enable all human beings to achieve their basic needs. This included decreasing the production 
and consumption of ozone-depleting substances to cut their abundance in the atmosphere and save the 
earth’s ozone layer (WCED, 1987). 

1992  (UNCED) Organised summit under the slogan of Earth Summit, in Rio de Janeiro. The summit treaties' 
outcome is agreed on Agenda 21, the Rio Declaration, and the non-binding Forest Principles (UNCED, 
1992). 

1997 John Elkington coined the term Triple Bottom Line; the concepts focused on three crucial areas: 
environment, economics and social dimensions, and implies the balance between the three pillars. The 
idea was based on the outcomes of a survey of international experts in sustainable development and 
corporate social responsibility (CSR) (Elkington, 1997). 

1997  The UN outline Convention on Climate Change (UNFCCC) better known Kyoto Protocol, the conference 
aims to cut CO2 emission signed by all UN members to act on binding emission reduction targets (UN, 
1997). 

2000  The Millennium Summit was held by the UN, the largest gathering of world leaders, aiming to improve 
eight goals (Poverty, education, women power, health, child labour, health disease, improve global 
partnership and environmental sustainability) by 2015 (Sachs and McArthur, 2005). 

Source: Developed for this research 

 

http://www.rachelcarson.org/SilentSpring.aspx
http://staff.washington.edu/jhannah/geog270aut07/readings/population/Ehrlich%20-%20Population%20Bomb%20Ch1.pdf
http://staff.washington.edu/jhannah/geog270aut07/readings/population/Ehrlich%20-%20Population%20Bomb%20Ch1.pdf
http://www.clubofrome.org/report/the-limits-to-growth/
http://www.un-documents.net/our-common-future.pdf
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2.2.3 The third stage 

During most of the late 20th century, sustainable development evolved as a 

set of observations about nature and its relations. Still, it was clear to many 

that the key to understanding the evolution of the concept of sustainable 

development lay in the relationships that existed within and between human 

societies (see Table 2.2). The start of the 21st century became a turning point 

which has seen significant action improving sustainable development. It has 

seen the effect of a succession of corporate policies that actively promote 

sustainable development such as voluntary sustainability reporting disclosure, 

with product certification that endorses the more sustainable use of resources 

and provides approval for firms that meet clear agreement standards (Redclift, 

2005).  

 
Understanding the ever-demanding nature of sustainable development 

becomes a challenge for today’s demands due to climate change, poverty, 

food price, migration, and other such turbulence. These illustrate that the Earth 

system's resilience is challenged, including suitable and desirable conditions 

for our development.  
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Table 2. 2: Timescale of sustainable development during the 21st century 

Year Brief description 

2002 The World Summit on Sustainable Development in 

Johannesburg, South Africa, was the fourth major conference 

on environment and sustainable development. The summit's 

purpose was to examine the implementation of resolutions 

made at the conference in Rio, with a focus on Agenda 21 

(WHO, 2002). 

2012 The United Nations Conference on Sustainable Development 

(Rio+20) organised the summit in Rio de Janeiro Brazil. One 

of its outcomes resulted in a focus on practical, sustainable 

development measures and encouraged a global green 

economy (Štreimikienė, 2012). 

2015 UN conference on climate change COP21, better known the 

Paris Agreement. The summit was a landmark agreement to 

combat limited global climate change and reduce carbon 

emissions and increase investment in cleaner energy to keep 

the anticipated global temperature rise below 2 degrees 

Celsius. The conference concluded by committing to act on 17 

sustainable development goals, including poverty, inequality, 

climate, environmental degradation, prosperity, and peace 

and justice to be achieved by 2030 (UN, 2015). 

2018 UN organised historical conference on climate change 

(COP24) in Katowice, Poland. It finalised the implementation 

from the Paris Agreement on climate change into practice. The 

participants also agreed to act on climate change initiatives, 

including human settlements, industry, transport, water, oceans 

and coastal zones, energy, and land use. The conference was 

able to secure US$200 billion from the World Bank for the 

period 2021-2025 (COP24 Katowice, 2018). 

Source: Developed for this research 

 

2.3 Definition of sustainable development 

Having set the historical scene, this section now explores the concept of 

sustainable development and the various definitions which are grouped under 

the similar issues and understandings that they share. 
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Dobson (1996) stated there are hundreds of definitions, which is undoubtedly 

acceptable and arguable. Nikolaou, Tsalis and Evangelinos (2019) suggested 

that the most apt definition of Sustainable Development came from “Our 

Common Future”, also known as the Brundtland Report:  

"Sustainable development is a development that meets the needs of the 

present without compromising the ability of future generations to meet 

their own needs" (WCED 1987, p.43).  

 
According to Google Scholar, this definition has been cited over 7,000 times. 

The Brundtland Report was a turning point in opening a new global socio-

economic policy era. The report was commissioned in the context of increasing 

concerns of an imminent climate change, which increase the likelihood of 

natural disasters. Events such as conflict, political instability, socio-economic 

instability, poverty, and ecological crisis add to the many other issues facing 

humanity in the 21st century (Tomislav, 2018; Du Pisani, 2006). 

 
Environmental sustainability has been a critical matter for human societies 

throughout world history. Vlek and Steg (2007) suggested that through 

irrational behaviours, the irresponsibility of human actions and inefficient 

management of resources, the existence of the planet is jeopardised for future 

generations. A decade later, Harangozo, Csutora and Kocsis (2018) 

suggested that ultimately human actions contribute to this crisis through a 

range of poor supply chain management, continued development of fossil 

fuels and other pollutants, and pursuing agendas harmful to sustainable living. 
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However, in describing the concepts from an environmental and political 

perspective, the Brundtland Report defined sustainable development in a way 

that was contested and contestable. A decade later, a significant contribution 

made to this field is the Triple Bottom Line (TBL) theory. Linking sustainability 

to firm performance, Elkington (1997) defined sustainable development as a 

strand combining economic prosperity, environmental quality, and social 

equity. 

 
Each of these three dimensions is important, as sustainable growth will not be 

achieved if one pillar is not supported. According to Elkington “The core 

objective of companies is to pursue long-term goals that are required to 

perform not against a single, financial bottom line but the triple bottom line” 

(Elkington, 1997, p.397).  

 

Holden and Linnerud (2007) later examined sustainable development from the 

perspective of sustaining humanity's basic needs and protecting the natural 

environment. They approached the definition of sustainable development as a 

matter of “(1) safeguarding long-term ecological sustainability, (2) satisfying 

basic human needs and (3) promoting inter-and intra-generational equity” 

(Holden and Linnerud, 2007, p.175). This definition is similar to that outlined 

in Our Common Future (WCED 2017) since both definitions are focused on 

protecting natural resources, not endangering life on earth, and addressing 

social issues.  
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Other terminology has evolved in recent years, and the next sections shed 

light on such terms before providing an overview of the origins of CSP. 

2.4 Similar terms to CSP 

The context of sustainability relates to a broader area of businesses in society; 

the issues of corporate sustainability represent a subset of elements (Herbohn, 

Walker and Loo, 2014; Moufty, 2017). According to Wilson (2003), the 

framework of corporate sustainability derives from four elements:  

 
1) Sustainable development progressing to sustainability.  

2) Corporate social responsibility (CSR), which focuses on the character 

of corporations in society. 

3) Stakeholder theory, arguing for treating all stakeholders who are 

involved with firm activities equally. 

4) Corporate accountability.  the legal or ethical responsibility to deliver an 

account of the activities for which one is held liable.  

 
Another view is offered by Signitzer and Prexl (2007) who suggested 

sustainability is an umbrella term combining corporate social responsibility 

(CSR), corporate citizenship, people, planet, profit (PPP), corporate social 

performance and corporate sustainability communications (CSC). 

Furthermore, Wood (2010) described a group of frameworks that share the 

same value - for example, corporate social performance is aligned with CSR, 

corporate social responsiveness, and corporate citizenship, seen in 

management scholarship throughout the past five decades.  
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Scherer, Palazzo, and Seidl (2013, p.259) have described sustainable 

development as resting on three principles: “environmental integrity, social 

equity, and economic prosperity” after Bansal, (2005) and Marcus and 

Fremeth, (2009). Bansal, Gao, and Qureshi (2014, p.950) develop the theme 

further: “We investigate the extensiveness of the implementation of corporate 

social commitment (CSC) and corporate environmental commitment (CEC), 

broadly defined as corporate efforts to manage social issues and 

environmental issues, respectively”. The following sections review some of the 

similar terms to sustainability. 

Figure 2. 1: Corporate sustainability and other related terms 

Source: (Signitzer and Prexl, 2007, p.4) 
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2.4.1 Triple bottom line (TBL) 

The triple bottom line is in essence a sustainability framework. After a decade 

of conferences, summits by non-governmental organisations such as the UN, 

and extensive research regarding sustainable development, the theory of TBL 

was introduced by John Elkington in 1997. TBL suggests the need for 

appropriate balance between the three pillars of sustainable development 

(environmental, social, and economic) to accomplish corporate sustainability 

(Elkington, 1997). 

 
TBL as a theory rapidly developed following the sustainable development path 

and has evolved into a new and accessible framework for stand-alone 

corporate reports (Norman and MacDonald, 2004). Richter (2010) stated that 

Elkington presented TBL theory to reframe CSR, to make the notion of CSR 

and corporate sustainable performance (CSP) easier to understand for 

practitioners.  

 
When companies and stakeholders are striving to achieve sustainability, the 

outcome of their efforts are disclosed in evaluative reports around economic, 

environmental, and social dimensions. Known as ESG reporting, the data is 

presented within a similar frame of reference to the notion of TBL, which acts 

in its voluntary nature to achieve and fulfil the shape of competitive advantage 

for sustainable corporations.  

 
Sridhar (2012) empirically examined such non-financial reporting in 

corporations regarding best reporting practice. The study used interview 
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methods to collect data, from 40 corporations from different regions (Germany, 

USA, Australia, Canada, England, Switzerland) conducted over a period of 9 

months between 2009-2010. The outcomes of the study indicate that TBL 

certainly propelled corporations on the journey towards non-financial 

reporting. Nevertheless, they had not progressed further to integrate nor align 

their non-financial and financial reporting performance within corporate 

strategy. 

Lee and Ha‐Brookshire (2018) examined the associations between 

employees' organisational citizenship behaviour and the triple bottom line of 

sustainable financial, social, and environmental performance. Their study was 

based on a sample of 278 US fashion retail companies in 2016 and tested the 

hypothesised relationship between ethical climate, organisational citizenship 

behaviour, and the organisation's sustainability being positive. The outcomes 

show that an organisation's ethical climate that values sustainability positively 

influences employees' organisational citizenship behaviour as seen in 

employee behaviours such as caring, and following law, rules, and norms / 

mores. This is consistent with previous studies in non‐fashion local 

organisations (Ahmed and Machold, 2004). 

 
Gianni, Gotzamani and Tsiotras (2017) explained that sustainability 

frameworks are established based on the interpretations of the firm’s ability to 

advance sustainably by not focusing only on the economic profitability 

viewpoint but by also viewing the environmental and social consequence of 

their activities. In this situation, CSP is understood as a multidisciplinary 
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concept that must be achieved using multifaceted methods, which will consider 

the dissimilar and often conflicting areas and parties of interest. 

 
After reviewing previous studies and having understood the significance of the 

association of TBL on sustainability, the next section will examine and critically 

debate the CSR concepts in the literature of corporate social responsibility 

engagement and their influence on the firm's financial and non-financial 

performance. This will set out the development and the leaning of research in 

this field which will be necessary background to underpin and support this 

thesis. 

2.4.2 Corporate social responsibility (CSR) 

The term CSR is a combination of three words: “corporate”, which covers the 

large variety of businesses, “Social” relates to the local community and society 

with which the firm’s network and incorporating “Responsibility” infers duties 

that are fundamental on both sides of these relationships (Bhaduri and 

Selarka, 2016). 

 
The idea of CSR and its popularity can be traced back over the last few 

centuries. Certainly, in the UK, Victorian legislators were starting to respond 

to concerns about working conditions in mills, factories, and coal mines, 

especially with regards to the employment of women and children (Lahiri-Dutt, 

2020). The first UK legislation that aimed to improve working conditions was 

the Health and Morals of Apprentices Act of 1802 which was introduced by 

Peel in consultation with reformers of the time such as Robert Owen (Nejedly, 

2018).  
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Other early UK legislation included the 1832 Factories Act which was the first 

to establish an ‘inspectorate’ to ensure regulations were enforced and indeed 

paved the way for future reform and the more recent Health and Safety at 

Work etc. Act (Legislation.Gov. UK, 2015). 

 
The Mines and Collieries Bill (1842) was published prohibiting women and girls 

from working underground and setting the minimum age of 10 for boys working 

in mines (Nejedly, 2018). This is mirrored in other industries at the time, such 

as mills (where labour had been provided by orphans, often under 10 years 

old) (ibid). In 1842 a Royal Commission on the employment of women and 

children in mines published a report that revealed the extent of human 

degradation in terms of working conditions, and which levelled blame at 

owners of the factories for having little concern or responsibility for the welfare 

of their workers including children working at very young ages (Idowu, 2011).  

 
The Act also required children under 13 to receive elementary schooling for 

two hours each day. Many such legislative reforms occurred during the next 

century in developed countries (for example, the Quarries Act 1894) but the 

late 20th Century saw a huge amount of activity and legislation to improve the 

health and safety of workers in all industries (HSE 2020). The Health and 

Safety at Work etc. Act (1974) and its additions / amendments has reformed 

the working environment, not only legislating / regulating but also protecting 

employers’ interests and employees’ health (Legislation.GOV.UK, 1975).  

 
More recently, Deva (2020) argues business is entering a rights-based era, 

citing how CSR and Business and Human Rights (BHR) share commonalities 
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such as responsibilities beyond their shareholders. On a global scale, CSR 

concepts' purpose is to ensure companies act responsibly for society, the 

environment, and economics (governance). Scholars and government 

agencies pay close attention to CSR concepts, and there are volumes of both 

practical and theoretical studies of CSR representing different viewpoints.  

 
Effective corporate social responsibility involves all stakeholders, including 

shareholders, to ensure that businesses take responsibility for having a clear 

strategy which benefits all those who participate in the operation (Carroll, 

1979). Furthermore, firms with high CSR can positively influence their 

associations with stakeholders and motivate employee productivity (Lourenço 

et al., 2012). Doing so would no doubt enhance a firm’s legitimacy (Hesseling, 

2017); this is explored further in Section 3.4.3. 

 
During the 1990s, several significant studies on CSR were published. Carroll 

(1991) reinforced his 1979 concept by replacing the discretionary component 

with the philanthropic part, describing it thus:  

“It is suggested here that four kinds of social responsibilities 

constitute total CSR: economic, legal, ethical and philanthropic. 

Furthermore, these four categories or components of CSR might be 

depicted as a pyramid” (See Figure 2. 2). Moreover, “The CSR firm 

should strive to make a profit, obey the law, be ethical, and be a good 

corporate citizen” (Carroll, 1991, p. 40-43).  
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Figure 2. 2: Concepts of Corporate Social Responsibility 

 

Sourced: Pyramid model of CSR. Source Adapted from Carroll (1991) 
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strategy. He also reminds us that when companies are unable to generate a 

win-win for stakeholders and profit, boardroom rhetoric eventually promotes 

profit over CSR as the lead for corporate activity; thus, firms have persuaded 

us through their CSR discourse that profit is the crucial goal. 

Figure 2. 3: Dimensions of CSR that represent a company’s core values 

 

Source: Developed for this research 
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Social dimension. CSR's social dimension involves how businesses take 

actions that contribute to the livelihood of people and interests of the 

community and those in the organisation where the company is situated 

(Uddin, Tarique and Hassan, 2008). 

Environmental Dimension. This is another crucial dimension of CSR which 

concentrates on the influence of a corporation’s actions towards maintaining 

both living and non-living natural resources on the planet, such as ecosystems, 

land, air, and water (Dahlsrud, 2008; CEC, 2018). 

Economic dimension. The economic dimension represents the reflections 

given to direct and indirect economic effects that a corporation’s activity has 

on the immediate municipality (Bevan and Yung, 2015). 

 
Prior empirical studies have concluded with mixed results in relation to CSR 

as seen when studies by Helfaya and Moussa (2017), Cabeza‐García, 

Fernández‐Gago and Nieto (2018) and Sundarasen, Je-Yen and Rajangam, 

(2016) are compared.  

 
Helfaya and Moussa (2017) examined the effect of CSR strategy and 

orientation on the quantity and quality of sustainability disclosure. Their study 

was based on the 94 companies listed on the UK FTSE 100 for the year-end 

2010 using Thomson Reuters DataStream to collect data regarding firms’ 

environmental governance and financial variables. The finding of the study 

suggests that those firms’ strong CSR strategy and orientation positively 

influence their environmental sustainability disclosure, which return higher 

values than those firms with little or no CSR orientation. Elements of stronger 
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influence within their strategy and orientation include internal factors such as 

having a sustainability committee and external factors such as availability of 

resources, competitors and market forces, societal trends, and new 

technology. These outcomes indicate that the board CSR/sustainability 

practices play a significant role in safeguarding corporate legitimacy and 

responsibility to stakeholders. 

 
Cabeza‐García, Fernández‐Gago and Nieto (2018) investigated the impact of 

board gender diversity on CSR reporting. They used data from 128 non-

financial and non-insurance Spanish companies listed on the Madrid Stock 

Exchange over 2009–2013; CSR data was collected from companies’ annual 

reports and the GRI database. The study shows that board composition that 

includes more female directors and independent directors in the boardroom 

results in better CSR disclosure.   

 
In contrast, Sundarasen, Je-Yen and Rajangam (2016) examined the 

influence of board composition on CSR in a study based on 450 companies in 

Malaysia over one year. The research findings indicate some of the board 

characteristics, including non-executive directors and independent non-

executive directors, do not influence CSR. At the same time, the presence of 

women positively affects the level of CSR initiatives. This may suggest that 

board structure in an emerging market is comparatively unable to implement 

CSR initiatives, except for women on boards. 

 
Two of these studies’ findings offer insight into some of the corporate 

governance theory explored in Chapter 3. Those of Helfaya and Moussa 
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(2017) are supported by legitimacy and stakeholder theory (in terms of board 

CSR/sustainability practices playing a significant role in safeguarding 

corporate legitimacy and responsibility to stakeholders). The findings by 

Cabeza‐García, Fernández‐Gago and Nieto (2018) that boards that include 

more female directors and independent directors result in better CSR 

disclosure, are supported by central concepts within RDT. This aspect will be 

the subject of deliberation when developing the hypotheses for this thesis as 

theory is embedded into the research model. 

 
In conclusion, there are mixed findings from studies which have examined 

board characteristics and their influence on CSR. The following section now 

moves to discuss the literature that has explored CSR and sustainability 

concepts.  

 
CSR and its link to sustainability. Having established that CSR is essentially 

the inclusion of public interest in corporate decision-making and the 

commitment to the triple bottom line of people, planet and profit (Lee and Ha‐

Brookshire, 2018) the next step is to explore its interface with sustainability. 

CSR and sustainability are related to more extensive corporate responsibility, 

corporate citizenship, social enterprise, triple-bottom-line, and corporate ethics 

(See Figure 2. 3).  

 
CSR and sustainability work towards the same goals, addressing social and 

environmental issues (Ait Sidhoum and Serra, 2018; Hoque et al., 2018; 

Taylor, Vithayathil and Yim, 2018). In the past decade, research into CSR and 

sustainability has increased at a large scale in private and governmental 
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corporations. In the early 21st century, the corporate community became 

particularly concerned with new ideas of sustainable development or 

sustainability, all of which are part of CSR's whole discussion (Carroll, 2008). 

 
Sustainability provides additional social benefits to society, and social 

responsibility is crucial for corporate sustainability (Lin et al., 2017). CSR and 

sustainability frameworks are built on similar social and environmental 

responsibilities (Yu et al., 2018); Bansal and Song (2017) stated there is a 

difference between CSR and sustainable development, but both have 

similarities.  

 
Corporations must consider corporate ethics, corporate social performance, 

global corporate citizenship, and stakeholder management as a business’s 

core values (Bhagwat, 2011). The concern and consideration of social and 

environmental matters is the top priority for today’s businesses, inserted into 

the framework of sustainable development, reflected in the business’s CSR. 

To use Gallie’s approach to understand puzzles and paradoxes (Gallie, 1956), 

CSR and sustainability are fundamentally contested notions, but related 

concepts, as their denotation is a central, ongoing part of the discussion into 

their context (Moon, Crane and Matten, 2005). 

 
Other scholars have claimed that CSR contributes to and forms a nexus with 

SD (Behringer and Szegedi, 2016; Herrmann, 2004; Kolk and Tulder, 2010). 

Furthermore, Moon (2007) described CSR as a vehicle for resource and 

competence development in corporate organisations, built around individual 

firms' views.  
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CSR is connected to the application of Sustainable Development Goals 

(SDGs) through the combined reporting activity through the GRI's self-

regulating standards (Bakardjieva, 2016). CSR is crucial to achieving the 

SDGs: implementing CSR practices promoting women's health in the 

workplace and is a way to achieve SDG with female employees (Wofford, 

MacDonald and Rodehau, 2016). 

 
Bansal and DesJardine (2015) suggested that sustainability is about balancing 

resource usage and supplies over time, while CSR focuses on balancing 

stakeholders’ demands, who have interest in the company. Ashrafi et al. 

(2018) conclude that CSR has evolved from being a social/philanthropic 

paradigm into a more holistic business strategy, whereas Corporate 

Sustainability (CS) has benefitted from keeping its roots firmly in sustainable 

development. However, Bansal and Song (2017) suggest corporate 

responsibility and sustainability research evolved from different paradigms but 

have “converged to the same place, using similar definitions, ontological 

assumptions, nomological networks, and measurement, so that their 

distinctiveness has been lost” (2017, p.130). These differences are perhaps 

indicative of the pace of theory development. 

 

Based on a broad literature review of strategic management, there are no 

significant differences between CSR and sustainability performance. A 

sustainability performance framework is primarily established to tackle social, 

economic, and environmental issues, while CSR focuses on broader issues, 

for example, employment rights, stakeholders’ interest, and community 
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engagement. Both concepts are working toward the same goals: improving 

society, the economy, the environment, and combining these sustainability 

characteristics on different management levels (Baumgartner, 2014). 

 
 
Another concept that has evolved from its original state is ‘corporate social 

performance’ (CSP). Emerging in the early 1950s and 1960s, it determined 

how business can partner with different stakeholders in terms of engagement, 

behaving ethically, responsibly and creating an opportunity for those 

interested in the business.  

 
As a concept, CSP presents the principles, practices, and outcomes of 

corporations that are associated with communities, regulatory authorities, 

societies and organisations, and the Earth. Corporate activities must satisfy 

these stakeholders’ needs and the unintentional externalities of corporate 

activity (Wood, 1991). Over time it has integrated with and become 

indistinguishable from corporate social responsibility.  

 
The next section discusses why sustainability has become an essential and 

popular research topic among scholars. This includes suggesting how 

sustainability relates to the dimensions of ESG and how related theories fit in 

with different approaches to the disclosure initiative. The process will further 

clarify the measurements corporate management need to provide ESG 

disclosure to all corporate stakeholders. 
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2.5 Sustainability contextualised  

Rao and Tilt (2016) suggested sustainability factors have become a significant 

research focus since the 2007-08 global financial crisis and because of 

continually increasing energy prices, among other factors. The consequence 

of current globalisation, the uncertainty of global economy including the 

collapse of Thomas Cook Group in 2019, the social and economic impact of 

the Covid-19 pandemic and issues of climate change maintain sustainability’s 

position high on the research agenda.  

 
Growing stakeholders’ demands challenge companies’ policy to balance 

environmental responsibility, social integrity, and economic prosperity 

(Wiengarten, Lo and Lam, 2017; Nadeem, Zaman and Saleem, 2017). One 

recent example of this is the announcement by First Bus in Glasgow of their 

investment in green transport (Keane, 2021). An initial outlay of over £35m will 

see over half of their fleet become electric; the stakeholders will see reward 

through a local supply chain (including boosting local employment) in addition 

to a significant contribution to Net Zero, given that transport is the single 

biggest source of greenhouse gas emissions in Scotland in 2021 (ibid). 

 
The literature review of similar terms to sustainability revealed a difference in 

paradigm between CSR, TBL and corporate social performance. These terms 

have evolved innocuously whilst being used to address corporate 

accountability towards social and environmental issues (Crittenden et al., 

2011; Nadeem, Zaman and Saleem, 2017). Sustainability research can be 

considered as synonymous with CSR and TBL; Montiel (2008) stated CSR 
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frameworks had been measured through a combination of economic, social 

and environmental dimensions while the TBL concept used the same 

integration of dimensions to measure sustainable development. 

 
Sustainability has become a framework that covers more than social and 

environmental issues; indeed, sustainability concepts more often address 

inequality, investment in the community and challenge the problems of climate 

change and future-oriented thinking (Ostrom, 2009). Thus, CS can be 

conceptually different from CSR and TBL. 

 
Firms are no longer able to ignore the stakeholder's concern, and their 

relationship has been rapidly evolving (Hung, 2011). The corporate board of 

directors should “move forward from the traditional role of controlling the 

management, towards a much more proactive role” (ibid, p.397). In other 

words, corporate liabilities have been extended beyond shareholder interest 

to encompasses environmental, social, and more significant board diversity 

concern. 

 

Helfaya and Moussa (2017) stated that the environment and social issues 

interrupt corporate economic performance. This has led to increasing pressure 

on corporate boardrooms to become more transparent, reform their governing 

structure, consider the issue of sustainability as long-term strategy and 

circulate information around their actions that impact on the environment and 

society. 
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Likewise, Nadeem, Zaman and Saleem (2017) argued corporate board 

management must consider the problem of sustainability, prioritising it to claim 

environmental integrity, socially responsible and economic prosperity.   

 

2.6 Corporate sustainability performance 

This section and the sections that follow focus on CSP, the study's dependent 

variable. Beginning with a discussion of CSP, its origin, conceptualisations, 

key drivers, and its suggested theoretical foundations, it is followed by an 

examination of why sustainability has become a critical approach adopted by 

firms. 

 
Searching databases through search engines such as EBSCO and Google 

Scholar reveals that in the last decade studies related to sustainability have 

been increasing at a large scale compared to corporate environmentalism, 

CSR, and corporate social performance. Sustainability has become a concern 

and an essential part of corporations' strategy because of changing climate 

conditions, global warming, social issues, and governance management 

concerns. Governments and NGOs are the main forces behind changing 

mindset and making efforts to address sustainability issues (Kim, Terlaak and 

Potoski, 2021; Lin, Lin and Fang, 2022; Ludwig and Sassen, 2022).  

 
Searcy (2012) stated that corporations face contrasting stakeholder concerns 

and continually changing priorities when they endeavour to address their 

sustainability tasks. Corporations must understand and recognise that the 

issue of sustainability is a reality; they must adapt and develop methods that 
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are suited to their unique frameworks and context (Searcy, 2012). This 

approach involves accurate plans, tailored policies and clear agendas that link 

to clear sustainability goals and targets. Crotty and Holt (2021) suggest that to 

achieve responsible competitiveness, companies need such strategies to 

become part of their core identity. The next section considers and diffuses the 

core definitions of CSP. 

2.7 Definition of CSP  

CSP is defined through a multiplicity of corporate sustainability frameworks, 

including environmental sustainability, corporate citizenship, eco-efficiency, 

and the triple-bottom-line. The fundamental understanding of CSP 

underpinning this thesis is transferred from the Brundtland report's accepted 

concepts to tackle environmental and social issues (Nikolaou, Tsalis and 

Evangelinos, 2019). Some scholars define CSP based on a single aspect of 

CSP such as environmentally-focused elements (how corporations impact air 

emissions, global warming), or social effects (health and safety of employees, 

training, contribution to local communities).  

 
Since the terminology of CSP is relatively recent, there are ongoing debates 

regarding the meaning of sustainability in a corporate context. There is no 

universal definition of the concept (Searcy, 2012), however, Table 2.3. 

presents several interpretations of “Corporate Sustainability” selected during 

the literature review:   
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Table 2. 3: Definition of corporate sustainability (CS) 

Source: Developed for this research 

Author(s) Definition 

Diesendorf (2000, p. 27).   CS “is simply a long-lived corporation’’ and long-lived corporations ‘‘do 

not necessarily produce an ecologically sustainable planet and a 

socially equitable society.” 

Dyllick and Hockerts (2002, p.131) CS means ‘‘meeting the needs of a firm’s direct and indirect 

stakeholders (such as shareholders, employees, clients, pressure 

groups, communities, etc.) without compromising its ability to meet the 

needs of future stakeholders as well.’’  

Van Marrewijk and Werre (2003) CS (and CSR, i.e., corporate social responsibility) refers to 

‘‘demonstrating the inclusion of social and environmental concerns in 

business operations and interactions with stakeholders’’. 

Dunphy, Griffiths and Benn (2003, 

p.3) 

CS means the corporate contribution to ‘‘… the continuing health of 

the planet, the survival of humans and other species, the development 

of a just and humane society, and the creation of work that brings 

dignity and fulfilment to those undertaking it’’. 

Anderson et al. (2011, p.36) “It is more than environmentalism. It is about living and working in 

ways that do not jeopardise the future of our social, economic and 

natural resources. In business, sustainability means managing human 

and natural capital with the same vigour we apply to financial capital 

management. It means widening the scope of our awareness, so we 

can understand fully the ‘true cost’ of every choice we make.” 

PriceWaterhouseCoopers, and 

SAM (2008, p.8) 

CS is defined as ‘‘a business approach that creates long term 

shareholder value by embracing opportunities and managing risks 

deriving from economic, environmental and social developments’’. 

UN Global Compact (2010, p.4) CS ‘‘is defined as a company’s delivery of long-term value in financial, 

social, environmental and ethical terms’’.  

Eweje (2011, p.125)  Sustainability as “meaning the incorporation of social, environmental, 

economic, and cultural concerns into corporate strategy”. 

Lo (2010, p.311) CS ‘is defined as “the integration of financial benefit, environmental 

protection, and social responsibility into business operations and 

management protection”.  

Pearce, Manz and Akanno (2013 

p.248) 

CS is defined as ‘‘organisational approaches aimed at achieving a 

balance between short-term organisational goals and long-term 

enterprise and social responsibility’’. 

Strand (2014, p.688) ‘‘CS refers to the integration of economic, environmental, and social 

considerations on the part of corporations’’. 

Amini and Bienstock (2014, p.18) CS may be defined according to a framework comprising: (1) a 

‘‘linkage between business strategy, innovation, regulatory 

compliance and sustainability’’; (2) incorporating ‘‘the role of corporate 

communications with regard to sustainability’’; (3) emphasising ‘‘the 

importance of reaching out to supply chain partners to achieve 

successful sustainability initiatives’’; and (4) highlighting ‘‘the 

significance of balancing the three aspects of sustainability 

(economic; equity/social; and ecological/environmental’’.  
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Despite similar preceding concepts, Epstein and Roy (2001) coined the term 

CSP stating that when firms have recognised which firm activity features have 

critical effects on sustainability, for example environmental impact, they must 

improve and formulate a sustainability plan that contains the firm’s reputation, 

promise, value and targets.  Crossley, Elamgrhi and Ntim (2021) cite small 

and medium enterprises voluntarily engaging in sustainable social and 

environmental practices to mitigate such critical impact, describing SMEs’ 

sustainability operations as part of an overarching legitimacy strategy.  

 

Artiach et al. (2010) formally defined and detailed CSP as one of the critical 

indicators for a firm and its investments, suggesting ensuring substantial 

compliance within the spirit of the law, ethical norms, and adopting 

international standards are essential to meet and balance future stakeholders' 

needs. Meeting the expectations of stakeholders requires multifaceted 

missions delivering modest results in the short-term, while seeking to 

safeguard, sustain and enhance the human and natural resources that will be 

needed in the future. They suggest CSP “measures the extent to which a firm 

embraces economic, environmental, social and governance factors into its 

operations, and ultimately the impact they exert on the firm and society” 

(Artiach et al. 2010, p.32). This also rests within the remit of Legitimacy Theory 

which suggests strategic business goals should be targeted to achieve both 

financial and non-financial performance (Vitolla and Rubino, 2018; Rezaee, 

2017). 
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Early studies suggested that firms with reasonable and acceptable corporate 

sustainability can positively improve their reputation (e.g., Branco and Lima-

Rodrigues, 2006; Roberts and Dowling, 2002). However, achieving 

reasonable CSP does not come easily. Firms must embed sustainability within 

their actions so that CSP assessment will accurately reflect their activity and 

be supported to achieve best sustainability management practices (Asif and 

Searcy, 2014). Although acting on sustainability improves firms’ financial 

performance and reputation (de Lucia, Pazienza and Bartlett, 2020) and 

addresses stakeholders’ concerns (Parmer et al., 2010; Porter and Kramer, 

2011), there is a concern that legitimisation strategies to achieve such 

objectives may be largely symbolic (Silva et al., 2021).  

 

2.8 Sustainability committees’ characteristics 

This chapter now moves into the landscape of the sustainability committee 

and its impact on CSP. Beginning with a definition, it navigates the somewhat 

symbiotic relationship between the sustainability committee and the board. It 

shows that much previous research studies centre around board 

characteristics then progresses to explore the sustainability committee's 

specific characteristics that may influence CSP.  

 

Within the context of this thesis, and to present a framework through which the 

impact of sustainability committees on CSP can be investigated, this study has 

synthesised the following working definition of sustainability committee from 

the work of Burke, Hoitash and Hoitash (2019) and Valle, Esteban and Pérez, 
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(2019), and from analysing the many annual reports consulted during this 

research: 

 
A sustainability committee is a voluntary board committee 

comprised of internal and independent directors who meet at least 

quarterly whose remit is to oversee a firm’s sustainability approach. 

This includes robust scrutiny of critical aspects of ESG performance 

and both identifying and managing opportunities and risk 

management to limit the impact of any negative sustainability 

performance on both the firm and all stakeholders. 

 
There is a growing concern and focus from NGOs regarding ESG matters. In 

2000, Global Compact was established by the UN as a non-binding contract 

to encourage corporations worldwide to adopt sustainable and socially 

responsible practices. By 2014 they had developed their aims further to 

challenge and support corporations to put sustainability at the board's heart 

(UN Global Compact, 2014), encouraging companies to move sustainability 

matters from the backroom to the boardroom.  

 
Corporate governance frameworks have progressively transferred from firms’ 

financial performance to sustainability, including social equity, economic 

performance, and environmental performance (Rogers and Hudson, 2011). 

The effects of environmental degradation and shortage of resources have a 

direct impact on human well-being. The consequences enforce corporations 

to restructure their long-term planning, reform governance mechanisms and 

reform the way they operate (Chams and García-Blandón, 2019).  
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As an essential agenda item for the board of directors, sustainability 

committees may be well-placed to support BoDs to oversee and successfully 

pursue a strategic approach to corporate sustainability and to respond to the 

interests of all their key stakeholders while protecting and creating financial 

value (UN Global Compact, 2014). 

 

Traditionally, BoDs’ key areas for action are to monitor the management whilst 

looking after owners’ and shareholders’ wealth (Tricker, 2015; Hillman and 

Dalziel, 2003; Fama and Jensen, 1983). And yet, the duties of the BoDs should 

not be limited to the maximisation of shareholders’ wealth; indeed, the 

corporate board's actual responsibilities must include dealing with and tackling 

the issues of their social and ecological practices.  

 
As a critical internal governance mechanism, the BoD of a business plays a 

significant role since it has the final duties for running the corporation (Jensen, 

1993; John and Senbet, 1998; Bhagat and Bolton, 2008). They are 

accountable for adopting and transforming sustainable development goals into 

their long-term corporate planning and shaping socially responsible behaviour 

(Fuente, García-Sanchez and Lozano, 2017). 

 
Indeed, a critical feature of 21st Century governance of environmental and 

social issues now forces BoDs to reform their strategic planning and take 

responsibility for focusing on shareholders’ interests and considering all 

stakeholders’ demands (Chams and García-Blandón, 2019). In doing so, 

corporations must perform sustainably and let these actions be evident 

through sustainability reporting, which is vital for improving reputation and 
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value creation (Guerrero et al., 2017; Fuente, Garcia-Sanchez and Lotano, 

2017; Rupley, Brown and Marshall, 2012). 

 
A firm’s financial outcomes are not the only measure by which firms are valued 

on the market. Commitments to social and environmental activities are 

increasingly being considered by investors (Setó-Pamies, 2015). Also, 

Jitmaneeroj (2016) stated that stakeholders understood that financial and non-

financial performance is a continuation of each other. 

 
Since the Brundtland report of 1987, which focused on the non-financial 

aspects of Corporate Governance, and several worldwide summits and other 

sustainable development conferences, there has been a significant rise in the 

voluntary adoption of sustainability committees among corporations from the 

FTSE 150. The establishment of sustainability committees began before 2002 

after the World Summit on Sustainable Development in Johannesburg, South 

Africa (WHO, 2002); one of their significant roles has been to take up the 

mantle of ESG reporting (Burke, Hoitash and Hoitash, 2019; Martínez-Ferrero, 

Belén Lozano and Vivas, 2021). 

 
There was no requirement set by the policymakers at the time for companies 

to disclose their sustainability performance. However, after 2015 COP21 it 

became a requirement of several worldwide stock exchanges that listed 

companies should disclose their sustainability activities. These disclosures are 

thought to enhance information's decision-usefulness in companies’ non-

financial statements and reinforce confidence in the system. Corporate 

Governance provisions are rule-based, and compliance is compulsory. More 
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companies now appear to be relying on sustainability committees to deliver 

their disclosures (Burke, Hoitash and Hoitash, 2019). 

 
Empirical studies have revealed that good corporate governance is primarily 

associated with better market valuation and operating performance (Zahra and 

Pearce, 1989), and that board characteristics and ownership structure are 

primary drivers for financial performance, as well as reflecting corporate 

disclosure (Cucari, Esposito De Falco and Orlando, 2018; Ortas, Álvarez and 

Zubeltzu, 2017; Jizi, 2017).  

 
Such disclosures are a central element in Legitimacy Theory which purports 

that effective ESG performance as disclosed through sustainability reporting 

may improve financial performance, as seen in favourable stock prices and 

firm value (Zhao et al., 2018; Bertoneche and van der Lugt, 2013). This is 

explored further in Section 3.4.3.  

 
Effective and respectable corporate governance places sustainability at the 

heart of the board agenda and motivates even demands directors to accept 

responsibility for their CSP (Elkington, 2006; Jamali, Safieddine and Rabbath, 

2008; Kruse and Lundbergh, 2010; Ricart, Rodríguez and Sánchez, 2005). 

Therefore, it is understandable that some view corporate sustainability 

performance outcome as centring around BoDs’ characteristics, quality of 

monitoring, external resource dependency and successful decision making 

(Ferrero-Ferrero, Fernández-Izquierdo and Muñoz-Torres, 2012).  
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This study is unique because it centres not around BoDs’ characteristics but 

around those of the sustainability committees that form part of the BoD. 

Despite the increasing importance of the corporate sustainability agenda that 

has become part of the corporate governance outline, the board of directors' 

level of involvement is not fully understood (Ramani, 2015). The sustainability 

committee within the board is expected to address sustainability issues with 

the same priority the board strategies consider production, labour and capital 

(Oosthuizen and Lahner, 2016).  

Thus far, a large volume of research has investigated corporate governance 

in association with sustainability’s three dimensions (environmental, social and 

economic) (Park, 2016; Ong and Djajadikerta, 2017; Galbreath, 2017; Chams 

and García-Blandón, 2019; Sar, 2018; Furlotti et al., 2019; Guerrero-Villegas 

et al., 2018).  

 
For the most part, researchers have considered whether corporate 

governance, particularly BoDs, can improve sustainability issues. However, 

the literature on the impact of corporate governance features on sustainability 

disclosure is still limited (Zhang, Zhu and Ding, 2013; Trireksani and Hadrian, 

2016; Rao and Tilt, 2016). 

 
Khan, Muttakin and Siddiqui (2013) stated that board of directors’ structure is 

significant from many perspectives; for example, reporting sustainability could 

be influenced by the selection, motives, and values of directors who are 

engaged and involved in formulating and taking part in decision-making of the 

firm. Three years later Oosthuizen and Lahner (2016) appear to support this 
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when they suggested that more progress needs to be made in board selection 

in terms of non-executive directors with a non-business background who have 

been shown to influence better sustainability results. They also demonstrated 

that some corporations consider and focus on sustainability issues more 

seriously than others.  

 
The same year, Park (2016) argued that corporations must establish 

remuneration or compensation packages for board members based on 

sustainability performance outcomes. Such reward packages can motivate 

and encourage individual directors to address sustainability risks. They can 

also link sustainability performance to corporate strategy and connect and 

embed sustainability performance into long-term goals.  

 
The 2007-08 financial crisis allowed the BoDs to consider social responsibility 

performance as an essential matter instead of merely a part of what the chief 

executive officer (CEO) does. Effective corporate governance is represented 

in part by well-considered board characteristics and composition, such as 

board size, board diversity, external directors' ratio, and board meeting (Brown 

and Caylor, 2006).  

 
Janggu et al. (2014) stated that board size, professionalism, and board 

designation significantly impacted sustainability disclosure. Literature 

searching for this research found limited information regarding sustainability 

committee characteristics in this respect (see also Burke, Hoitash and Hoitash, 

2019). 
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Gender diversity on the boardroom is well represented in the literature. Many 

of the World stock exchanges have demanded more female directors in the 

boardroom (Ben-Amar, Chang and McIlkenny, 2017). One of the indications 

of suitable corporate governance mechanisms is greater board diversity. The 

2030 Agenda goals for Sustainability includes achieving gender equality and 

empowering all women and girls (UN, 2015).  

 
According to Ong and Djajadikerta (2017), more female directors lead to more 

effective CG and better sustainability disclosure. Furthermore, Ferrero‐Ferrero 

Fernández-Izquierdo and Muñoz-Torres (2015b) suggest that greater diversity 

leads to improved information resource on the one hand and extends the 

board's cognitive and behavioural variables on the other, although inconsistent 

findings were seen when this is extrapolated to a sustainability committee 

arena (Burke, Hoitash and Hoitash, 2019). Interestingly, Martínez-Ferrero, 

Belén Lozano and Vivas (2021) explored cultural diversity within the board, 

finding higher social and environmental performance in those companies 

whose board reflects greater cultural diversity. Of note, the presence of a CSR 

committee within such boards appears to be a strong mediating factor, 

evidenced by enhanced sustainability performance. 

 
Diversity is a critical element in RDT, which posits those female directors bring 

diverse experience and expertise to the table (Bakar, Ghazali, and Ahmad, 

2019). This is seen in elements such as sustainability reporting, which Gianni, 

Gotzamani and Tsiotras (2017) suggest is more extensive and of a higher 

quality under a diverse board. This is explored further in Section 3.4.2. 
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Because of growing attention from investors and regulators regarding firms’ 

impact on environmental and social consequences (Junior, Best and Cotter, 

2014), corporate boardrooms are adopting consistent metrics to measure and 

oversee sustainability performance, link sustainability performance to 

corporate strategy, and embed sustainability performance into long‐term 

reimbursement and set performance goals (Lozano, 2015; Klettner, Clarke 

and Boersma, 2014).  

 
Edelman Trust Management (2019) recently reported that only 5% of the world 

population think the current system is working towards a sustainable globe, 

and 76% believe that the CEO has the ability and power to act on sustainability 

issues, in particular to impact on critical social and environmental challenges. 

Stakeholders have increased their expectations on corporations to take the 

lead and impact substantially on social and environmental issues (Martínez‐

Ferrero and Frías‐Aceituno, 2015). 

 
According to the World Economic Forum (2019) report, corporations cannot 

continue using previous practices as their operation lines are or would be no 

longer sustainable. Several risks face the planet environmentally and socially, 

negatively impacting world economic stability and security (Costanza et al., 

2013). Regardless of this reality, fewer corporations adopt sustainability 

programmes or tackle the risks they face in their long-term planning (Ramani, 

2015). To avoid such risk and threat, the corporation’s directors and top 

managers have a critical role to play as one of their duties is overseeing 

stakeholders' interests in their long-term strategy.   
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Furthermore, the successful board engages in sustainability performance to 

deliver a stable environment and have social influence (Ferrero‐Ferrero, 

Fernández-Izquierdo and Muñoz-Torres, 2015a). Sustainability is a significant 

risk facing the earth; to stay ahead of sustainability issues, corporations need 

expertise in the boardroom to analyse a range of sustainability indicators. 

Climate issues are everywhere: they impact on the future; they happen locally 

and affect us locally. 

 
Eccles, Ioannou and Serafeim (2014), Ricart, Rodríguez and Sanchez (2005) 

and Spitzeck (2009) suggest that what motivates the corporations to move 

towards sustainability is not the criteria for the board’s structure but the 

significant commitment of the boardroom to sustainability principles. 

Moreover, Wood (1991) claims that the focus of managerial responsibility 

acknowledges managers as moral actors who are required to practice their 

acts for a socially responsible outcome. 

 
Sustainability has been discussed as a matter of politics and as a matter of 

management (Cohen, Eimicke and Miller, 2015). Indeed, Herrfahrdt-Pähle et 

al. (2020) describe how sustainability is affected by politics, especially political 

change (or ‘socio-economic shock’). This is illustrated in the recent transition 

of power in the USA, with the Biden administration overturning the Trump 

administration’s decision to exit the Paris Agreement (Milman, 2021). And yet 

Cohen, Eimicke and Miller (2015) suggest sustainability is about governance 

and could be managed and controlled through innovation and advanced 

technology.  
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The issue of management might be solved through governance processes 

such as greater board diversity; for instance, a higher number of independent 

directors can provide advice on how to access affordable and sustainable 

resources such as newer energy technology, thus solving most of the 

sustainability issues (García‐Sánchez and Martínez‐Ferrero, 2017; Ortas, 

Álvarez and Zubeltzu, 2017). However, newer energy technology has become 

a critical challenge for all corporation managers and executives in order to 

undertake their role as bridge builders, architects and actors for sustainable 

development (CEC European Managers, 2018; Clementino and Perkins, 

2020). Significant funding and therefore significant boardroom debate are 

required to develop technology able to transition to green infrastructure, and 

yet critics suggest there is no “transition”. In fact, York and Bell (2019) 

evidenced the case for newer energy technology just increasing overall energy 

production as fossil fuel technology continues to expand. Indeed, Srinivasan, 

Wuyts and Mallapragada (2018) found that boards' impact on newer product 

introductions has been overlooked; again, limited literature was found about 

the impact of sustainability committees in this respect as it is a new topic of 

research. 

 
It was evident from the literature that not all opinions on the merits of board 

sub-committees', their characteristics and their functioning are positive. 

Rajgopal, Srinivasan, and Wong (2019) suggest that boards still do not learn. 

They found no evidence that the intensity or effectiveness of risk oversight by 

banking boards had improved ten years from the global financial crisis of 2008. 

Evidence to suggest compensatory governance mechanisms such as higher 
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capital levels or increased pay-for-performance at banks to improve this is 

mixed. They suggest further research is needed in the board's functioning 

(Rajgopal, Srinivasan and Wong, 2019). These and other viewpoints are 

considered further in Chapter 3.  

 

2.9 Summary of chapter 

This chapter presented a review of sustainable development history, the 

definitions, and how the concepts transferred from CSR, TBL to CSP. It also 

reviewed the definitions and originality of sustainability performance through 

theoretical and empirical literature on the relationship between corporate 

governance and corporate sustainability performance.  

 
Research into corporate boards confirms that corporate directors' increasing 

attention on environmental and social matters can be clarified by some 

encouragement and motivational drivers. These include the growing 

awareness of how stakeholders affect corporate performance and the 

pressure resulting from regulatory bodies, enforcement agencies, and activist 

investors.  

 
Regardless of the formal obligation of responsibilities on top corporate leaders, 

several corporations still lack the structural framework to enable director 

oversight. Access to independent sources of information and detailed 

procedures for effectively integrating sustainability objectives into daily 

corporate operations remains scant. 
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The next chapter continues this discussion by reviewing relevant literature on 

the focus of this thesis: the impact of sustainability committee characteristics 

on CSP; in addition, it simultaneously outlines the theoretical models used to 

underpin the research. The chapter opens with a history of the sustainability 

committee before discussing three major theories – Stakeholder, RDT and 

Legitimacy theory. It then reviews existing literature regarding the 

characteristics of the sustainability committee that are used as variables in the 

research, concluding each with the hypotheses to be taken into the 

methodology chapter.  
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CHAPTER THREE: LITERATURE REVIEW AND 
THEORETICAL FRAMEWORK  

 

3.1 Introduction 

he previous chapter shed light on the history of sustainability, 

including various definitions and reviewed the similar sustainability 

concepts. This chapter broadly reviews related literature associated 

with sustainability committee characteristics and their impact on CSP. 

Sustainability performance is not accomplishable unless sustainability strategy 

is implemented at the corporate board level.  

 
Simultaneously, the chapter investigates the existing corporate governance 

mechanisms literature related to corporate sustainability performance, 

allowing the reader to consider effective corporate governance and 

sustainability theories set as the lens through which the sustainability 

committee's impact on corporate sustainability performance is empirically 

studied. The chapter then extends to identify the hypotheses which the study 

tests.  

 
The chapter is organised into five main sections beginning with a brief history 

of the sustainability committee in Section 3.2; the purpose of this section is to 

explore how the sustainability committee as a sub-committee emerged. It also 

considers relevant themes on the subject and then re-visits the working 

definition chosen for the context of this study. Furthermore, it examines why 

companies voluntarily establish sustainability committees. 

T 
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Section 3.3 examines the effectiveness of sustainability committee in its 

oversight duties and its function as a voluntary committee to improve corporate 

sustainability practice. Section 3.4 reviews the theoretical framework for a 

sustainability model based on the viewpoints of three selected theories: 

Stakeholder Theory, RDT and Legitimacy Theory. These theories offer a 

theoretical ground critically analysing the relationships among the economic, 

environmental, social and governmental pillars of sustainability performance 

and their combined effects in generating benefits for all stakeholders.  

 
Section 3.5 identifies the main characteristics of sustainability committees as 

independent variables of this study that are linked to the effectiveness of CSP. 

It reviews existing literature and empirical findings on sustainability 

committees and CSP whilst commenting on underpinning theory; each section 

concludes by developing and presenting hypotheses that are tested in the 

research sample of FTSE150 companies based on non-financial sectors. The 

hypotheses are established grounded on the expected associations among 

the model perceptions and the study variables. Section 3.6 provides a 

summary of the chapter. 

 

 3.2 A brief history of the sustainability committee 

The sustainability committee is a new phenomenon that dates back to the early 

decades of this century. A newly formed voluntary committee within the board, 

it is comprised of independent and internal members with each member 

bringing various skills and knowledge of different aspects of sustainability that 
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enable the committee to cover multiple topics; its size and diversity depend on 

its governance (Hillman and Dalziel, 2003).  

 
The sustainability committee’s very presence and structure derive authority 

and role rooted in the corporate board that performs on behalf of its 

stakeholders. This is comparative with the concept of indirect authority in 

politics and governance. For instance, certain responsibility at a lower level of 

government is delegated by Parliament to establish rules and regulation in the 

people's interests; such committees of authority are formed to serve a specific 

purpose.  

 
One example of this is seen with the Scientific Advisory Group for 

Emergencies (SAGE) during the Covid-19 pandemic the UK. The government 

established a panel of experts to advise major public services (including the 

NHS, Education Authorities, Social Services and Transport), Local 

Government and Parliament on managing the outbreak. The committee held 

expertise that enabled evidence-based decisions and guidance/legislation due 

to their knowledge and skills (UK GOV, 2020).  

 
As with all delegated authorities, such delegation to committees allows the 

BoD to distance itself from the daily workings and even argument and division 

that form part of healthy deliberation on the decisions of the sustainability 

committees. Meredith and Zwikael (2019) highlight these and other benefits of 

such committees, as the CEO and board, in general, cannot be expected to 

know every detail of every company project.  
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Likewise, Paine, Hsieh, and Adamsons (2014) argue for the benefit of 

sustainability committees being a resource for the full board. Such committees 

should be established as being accountable, delivering firms' goals to achieve 

their vision and mission, ensuring that trust exists between the firm and all 

stakeholders through adopting and implementing sustainability policies and 

regulations (Al‐Shaer and Zaman, 2018). 

 
The concept of having a sustainability committee has been driven by 

stakeholder concerns regarding climate change and social inequality, 

particularly with the problem of sustainability. The first time the term appeared 

in the literature was in Business Ethics: A European Review (Painter‐Morland, 

2006), who defined it thus. 

‘Sustainability Committee of the Board’ oversees the various 

aspects of the triple-bottom-line and succeeds in displaying an 

understanding that all these aspects are central to the company’s 

governance (Painter‐Morland, 2006, p.356). 

 

Over a decade later, Danvila, Esteban, and Péres (2013) detailed the 

importance of sustainability committees as key to attaining inclusion on a 

sustainability index, which becomes a measure of the quality of a company’s 

CSR strategy and to recognise leading CSR companies.  

 
Sustainability committees’ members are selected from different stakeholder 

groups, both internal and external, in respect to helping management in the 

formulation and implementation of policies, principles, and practices to 
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achieve sustainable development, and they review the company's annual 

sustainability report before its issuance (Burke, Hoitash and Hoitash, 2019). 

 

One of the chosen sample companies in this study, BHP PLC, renamed their 

Health, Safety and Environment Committee in 2005 to sustainability 

committee. The committee's role and responsibility are to ensure the board is 

gaining assurance that the appropriate systems are in place to deal with the 

health, safety, environmental and community risks the group faces (Biswas, 

Mansi, and Pandey, 2018). The board established its commitment to assist it 

in exercising its authority, including monitoring the business's performance to 

assure that progress is being made towards the corporate objective within 

limits imposed by the board (Al‐Shaer and Zaman, 2018). In so doing, the 

committee focused on:  

 
“Evaluating the effectiveness of the Group’s policies and systems 

for identifying and managing the health, safety, environment and 

community risks that are material to the achievement of the 

Corporate Objective”.  

“Assessing the policies and systems within the Group for ensuring 

compliance with health, safety, environment and community 

regulatory requirements”.  

“Assessing the performance of the Group having regard to the 

impact of health, safety, environment and community decisions and 

actions on employees, communities and third parties and the 

reputation of BHP Billiton, and evaluation and oversight on behalf 

of the Board of the quality and integrity of sustainability reporting to 

external stakeholders” (BHP GROUP PLC, 2005, p.42). 
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Moreover, under the UK Corporate Governance Code (FRC, 2018), most 

corporate boards have prime committees, including the audit committee, 

remuneration committee and nomination committee. However, firms are 

explicitly voluntarily establishing board subcommittees (see ) constituted by 

the board in order to deal with specific issues including sustainability 

disclosure and risk (Deloitte, 2019). 

Figure 3. 1: Corporate board structure                                    

Source: Developed for this research 

 
Considering the issue of sustainability as a worldwide matter and suggestions 

to tackle the problem of sustainability at the board level requires two prominent 

control mechanisms (Ramani, 2015): first, establishing a sustainability 

committee and second, more investment in new technology and bringing the 

issue of sustainability as strategic policy at the corporate board level (Cucari, 

Esposito De Falco and Orlando, 2018).  
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This was evident at recent United Nations Climate Change Conferences, 

including COP21, COP24 and COP26. All these conferences have similar 

themes and approaches to set up a framework that should be effective in 

putting in place governance mechanisms and procedures that should support 

firms to achieve sustainability targets and prevent resource scarcity.   

 
Moreover, firms as main contributors to the problems facing sustainability have 

become central to the problem itself. Thus, they are increasingly under 

pressure from different groups of stakeholders to act now on the issue of ESG 

(Karlsson and Bäckström, 2015). Therefore, corporate boards began 

establishing various sub-committees within the board in order to tackle the 

issue of sustainability; Appendix 1 is an example of board sub-committees and 

their responsibilities.  

 

3.3 Sustainability committee effectiveness 

The voluntary creation of sustainability committees is essential in tackling 

sustainability and vital to board governance mechanisms (Orazalin, 2020). Liu 

and Zhang (2017) claimed that corporate boards with a sustainability 

committee enhance its non-financial performance.  

 
The majority of prior studies in the past decade have actively examined the 

association between sustainability and boards of directors and financial 

performance (James and Card, 2012; Rao and Tilt, 2016; Peters and Romi, 

2015; Ong and Djajadikerta, 2017; Baraibar-Diez and Odriozola, 2019; 

Biswas, Mansi and Pandey, 2018; Birindelli et al., 2018; Eberhardt-Toth, 
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2017). However, there are limited studies that have examined the role of the 

sustainability committee and further investigation is required to understand its 

impact on CSP.  

 

Although recent studies have discussed sustainability committees and looked 

at specific characteristics (e.g., Hussain, Rigoni and Orij 2018; Burke, Hoitash 

and Hoitash, 2019) none has yet extended far from using board characteristics 

as variables. This study by comparison examines diversity in the sustainability 

committee, not the board, it examines committee independence rather than 

board independence. In studying educational level of members of the 

sustainability committee, it marries CSP with the sustainability committee 

members’ skill set, all of which become a fresh lens. This reflects the literature 

gap to be addressed to inform overall understanding of the relationship 

between sustainability committees and CSP. 

 

In investigating how sustainability committees can align individual 

stakeholders’ and the corporation's interests regarding its CSP, this study is 

extending the inquiry that others have touched on. For instance, Abdelmotaal 

and Abdel-Kader (2016) found a significant relationship between the adoption 

of sustainability incentives in executive remuneration and their variables 

including CSR sustainability committee, resource efficiency policy and there 

was a positive impact on the shareholders’ return. The sustainability 

committee is a factor that may support firms to improve CSP (James and Card, 

2012). 
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Adopting sustainability committees is intended to help the corporate board 

meet its oversight responsibility according to its sustainability regulation 

policies and practices. The committee's responsibilities include reviewing and 

making recommendations to the boards on the firm’s policy and performance 

in association with the environment, employees’ health and safety, and 

community engagement (Valle, Esteban and Pérez, 2019). 

 
Sustainability committees at the board level could be an essential part of 

corporate governance composition and allow the company to manage better 

their environmental and social risks and opportunities (Chapple, Chen and 

Zhang, 2017). According to Mallin and Michelon (2011) and Shaukat, Qiu and 

Trojanowski (2016) dynamic sustainability committees offer wise advice to the 

BoD regarding stakeholder expectations and can support the evolution of 

sustainable strategies. 

  
In a similar vein, Chams and García-Blandón (2019) stated that the presence 

of a sustainability committee which is responsible for social, ethical, and eco-

friendly concerns is an indication of good corporate governance as it 

influences sustainable performance. Anazonwu, Egbunike and Gunardi, 

(2018) suggest that the institution of sustainability committees for firms is 

desirous for achieving triple bottom line performance. 

 
In the past decade, growing pressure from stakeholders has forced many 

European firms to establish a CSR committee inside their board and act 

toward sustainability (Burke, Hoitash and Hoitash, 2019). Similarly, Birindelli 
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et al. (2018) stated that in recent years, firms have more often chosen to 

establish a CSR committee to deal with their main sustainability issues.  

 
The presence of board sub-committees is a recognised and noticeable 

assurance to stakeholders, making the tangible connection between corporate 

governance and sustainability. Based on stakeholder theory, such committees 

appear to help the BoD manage the firm’s accountability practices. They can 

also play a key role in observing and evaluating the firm’s social and 

environmental performance to ensure compliance with guidelines and mitigate 

sustainability risks (Mahmood et al., 2018). 

 
This is core to attaining legitimacy; even those firms with low CSP levels who 

publish their sustainability reports gain consumers and investors' trust 

(Deegan, 2002). Although board corporate governance research continually 

confirms board prime committees' positive performance implications (Baxter 

et al., 2013), empirical studies investigating sustainability committees have yet 

to yield substantial results as fewer studies have been carried out (Berrone 

and Gomez-Mejia, 2009; Rodrigue, Magnan and Cho, 2013). It is therefore 

difficult to conclude whether and how the sustainability committee could 

influence CSP. 

 

3.4 Theoretical Framework  

Knowing the central concepts of sustainability theory can help understand how 

firms can achieve their social, environmental, and economic dimensions 

(Helfaya and Moussa, 2017; Chang et al., 2017). Sustainability has become a 
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concern of scholars, firms’ leadership, management and practitioners, 

especially keeping a balance between financial and non-financial performance 

(Braam and Peeters, 2018). The continuing popularity and importance of 

sustainable development in the past four decades appear to warrant the 

development of conceptual approaches to theories of sustainability (Starik and 

Kanashiro, 2013). 

 
This section examines some of the organisational theories investigated by 

authors including Rezaee, (2016), Chang et al. (2017), Starik and Kanashiro, 

(2013), and Gianni, Gotzamani and Tsiotras, (2017). These authors claim such 

theories have a connection with corporate sustainability and social 

responsibilities. However, sustainability is associated with more extensive 

areas such as natural resource, economics, society, justice, equality, finance, 

organisational behaviour, management, ethics and politics, and it may be 

more appropriate to combine different theories.  

 
Despite the variety of theories, no single one has links or benefits or 

orientations to assist individuals, governments, and societies in dealing with 

issues such as population growth or energy crises and move toward 

sustainability (Esty and Winston, 2009; Hawken, 2007; Jacobson and 

Delucchi, 2009). The issues of sustainability, in general, are very much a 

concern for humanity. Consequently, theories in the past and the present play 

an essential role in helping humans to understand better, describe and find 

solutions for the problems they face.  
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Sustainability committees and corporate sustainability performance are 

relatively new phenomena, and there is a gap in studies. Conducting the 

literature review for this study revealed a number of theories that have been 

used to examine sustainability committee-CSP relationship. Studies reviewed 

include Hussain, Rigoni and Orij (2018) who explored triple bottom line 

performance using Stakeholder and Agency theory and found a positive link 

between having a sustainability committee and firms’ sustainability 

performance.  

 
Another study by Burke, Hoitash and Hoitash (2019) was conducted through 

the lens of accountability theory and concluded that amongst other findings, 

sustainability committees are a strength in CSP, but not at remediating CSP 

concerns. Using stakeholder theory, the findings of Chams and García-

Blandón (2019) question whether having a sustainability committee and acting 

sustainably are indeed ubiquitous. They question whether there may be an 

element of ‘greenwashing’ – satisfying the firm’s public image by their 

presence.  

 

In section 3.5, the underpinning theory of each study reviewed is outlined to 

enhance our understanding of the link between corporate governance theory; 

in this study, the following three theories provide the theoretical lens and are 

detailed in the ensuing sub-sections: 

1. Stakeholder theory 

2. Resource dependence theory 

3. Legitimacy theory 
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3.4.1 Stakeholder Theory  

Stakeholder theory is a primary paradigm in the chosen theoretical framework 

that can be used to explain the influence of those impacted by a firm’s 

operations (such as employees, shareholders and local communities) along 

with the effects of firms' board characteristics and operation on sustainability 

and social responsibility (Rezaee, 2016; Chang et al., 2017; Gianni, 

Gotzamani and Tsiotras, 2017; Frynas and Yamahaki, 2016; Montiel and 

Delgado-Ceballos, 2014). Here it is also used to begin to unmask some of the 

nuances surrounding the relationship between the sustainability committee 

and a firm’s sustainability performance. 

 
When describing stakeholder theory, Freeman (1984) stressed how business 

and its customers, suppliers, employees, investors, communities and others 

who have a stake in the organisation are interconnected - that a firm should 

create value for all stakeholders, not focus solely on their shareholders. 

Twenty years later, Hörisch, Freeman and Schaltegger (2014) argued that 

stakeholder theory could be practically linked and applied in sustainability 

management.  

 
Stakeholder theory was formalised by Freeman (1984) and defined 

stakeholders as those bodies or individuals who can affect or are affected by 

the success of the firm’s goals or those parties with a direct or indirect 

contribution and benefit for the firm. The concept establishes that the firm is 

responsible for all stakeholders and ensures their interests are protected, 

including shareholders’ value maximisation (Moir, 2001). 
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The association between firms and stakeholders is highly influential; 

stakeholders who are involved in operating the firm could play a crucial role in 

helping firms meet the delicate balance between the environmental, social and 

economic dimensions that implies the implementation of sustainability (Uribe, 

Ortiz-Marcos and Uruburu, 2018). Furthermore, Carroll (2008) argued that the 

three critical dimensions of sustainability (economic, environmental and social) 

are all different but impact stakeholders in unique ways.  

 
The discussion and understanding around the nexus between corporate 

entities and their stakeholders were enhanced and simplified by well-known 

scholars (Donaldson and Preston, 1995; Clarkson, 1995; Jones, 1995). 

Freeman pioneered the notion in 1984, arguing that CSR is an integral part of 

stakeholder theory, such as strategic management, corporate planning, 

systems theory, and organisation theory (Moura-Leite and Padgett, 2011; 

Freeman and Velamuri, 2006). 

 
Theories around the concept of sustainable development emerged when 

Freeman developed stakeholder theory in the mid-1980s. Today SD is 

recognised for its societal contribution, which appeals to people because of its 

action on environmental, social and economic matters associated with society, 

whether short-term or long-term (Steurer et al., 2005). According to Costa and 

Menichini (2013), a company’s promise to social responsibility must be 

recognised through: 

1. Identifying its stakeholders,  

2. Identifying their main demands and  

3. Establishing dialogue mechanisms with them.  
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Thus, a firm’s performance alone is not enough to show that firm’s pledge to 

sustainability development and its stakeholders; the firm must disclose 

additional information about its environmental, social and economic 

performance (Costa and Menichini, 2013). This study explores the nature of 

the sustainability committee, whose remit is to oversee a firm’s sustainability 

approach as seen in such disclosure activity. Stakeholder theory would 

provide a landscape for that dynamic to be explained: as a theory, it suggests 

CSR improves firm value [by balancing all stakeholders’ interests], and the 

sustainability committee is viewed as an enhanced corporate governance 

mechanism to deliver CSR and foster sustainability practices (Orazalin, 2020; 

Michelon and Parbonetti, 2012). 

 
In conclusion, stakeholder theory formalised by Freeman (1984) and 

“enlightened value maximisation” developed by Jensen, (2000), share similar 

goals with sustainability development and CSR. They serve all stakeholders’ 

interest and sustain firms’ long-term planning and profit, and non-financial 

environmental, social and governmental activities in terms of synergies and 

conflicts. As stated by Yamak (2005, p.73) “CSR is often studied through the 

lens of stakeholder theory” therefore it is an approach that is applicable to this 

study.  

 
Moreover, Orazalin (2020) stated that stakeholder theory posits that 

sustainability actions and performance advance the firm's long-term value and 

reputation by sustaining its social responsibilities. Such long-term 

commitments promise to meaningfully increase firms’ environmental 

performance, reflected in improvements in their financial performance 
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(Clarkson et al., 2011) and CSR positively affects firm image and reputation 

(Weber, 2008). 

 
Lastly, stakeholder theory's fundamental principles can be usefully applied in 

sustainability management; there are similarities in their general goals and 

aims because they simultaneously represent descriptive, prescriptive, and 

instrumental foundations (Hörisch, Freeman and Schaltegger, 2014). 

 

3.4. 2 Resource Dependence Theory (RDT) 

The RDT considers the associations between organisations and their 

environments, stating the activities of the firms are associated with 

environmental framework and social restraint (Aldrich and Pfeffer, 1976; 

Pfeffer, 1972; Pfeffer and Salancik, 2003). According to this viewpoint, 

directors are processors of external demands to implement environmental 

context through facilitating strategies through which their firms seek survival, 

growth, and stability (Hoagland, 1996). One such strategy might well be the 

presence of a sustainability committee within the board, which has been 

shown to improve CSP (Orazalin, 2020). 

 
RDT takes a somewhat contrasting view to stakeholder theory in its approach 

to the issue of sustainability, but one significant feature is that it concentrates 

on providing access to a firm’s resources through the board of directors, 

particularly interlocking directors (Oware and Awunyo‐Vitor, 2021; Noja et al., 

2020; Govindan et al., 2021). This may provide a fruitful lens through which to 
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view some of the concepts of this thesis, given its focus rests with the SC 

within boards.  

 
Likewise, its link to legitimacy theory, the third chosen theory to underpin this 

study (Section 3.4.3), is seen where committees within the board and indeed 

the board structure itself enhance legitimacy of a firm through providing 

expertise and advice (Jizi, 2017; Ortiz‐de‐Mandojana and Aragon‐Correa, 

2015; Shaukat, Qiu and Trojanowski, 2016). In fact, Vafaei, Ahmed and 

Mather (2015) proposed using RDT in addition to stakeholder theory in studies 

because the former addresses board gender diversity which they suggest is 

not explained fully by stakeholder theory.  

 
RDT’s basic tenet is the need for environmental linkages between companies 

and outside resources. These are termed the inter-organisational influence or 

social control processes (Bendickson, Gur and Taylor, 2018). RDT was first 

described by Pfeffer and Salancik (1978) who suggested the board of 

directors, and in particular the diversity within the Board offered by its range of 

individual members, becomes a mechanism to minimise interdependence 

issues by bringing in more resources. This is seen as central to sustainability, 

as environmental interdependence issues are minimised when more 

resources (and access to such resource) are available to businesses (Bakar, 

Ghazali, and Ahmad, 2019). 

 
According to the RDT framework, value is created, and a sustainable 

advantage is achieved when the structure of the board facilitates the provision 

of resources, expertise and advice and the building of external relations with 
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critical stakeholders, whilst also enhancing the firm’s legitimacy and image 

(Ben‐Amar, Chang, and McIlkenny, 2017; Galbreath, 2010; Jizi, 2017; Ortiz‐

de‐Mandojana and Aragon‐Correa, 2015; Shaukat, Qiu and Trojanowski, 

2016).  

 
In fact, one mechanism for minimising environmental interdependence issues 

by providing more resources has been board diversity, one of the most critical 

points that makes RDT unique from other CG theories (Bakar, Ghazali, and 

Ahmad, 2019). Interestingly, their results were only able to demonstrate this 

conclusively for gender diversity, as the results suggested that female board 

members bring unique perspectives with diverse backgrounds, values and 

perceptions of sustainability, access to information, experience, and expertise 

and appear to influence sustainability positively.  

 
Other studies have demonstrated another facet of diversity within RDT in that 

having representation from female directors and external (independent) 

directors alongside, say, audit committee directors’ financial expertise can 

attract crucial resources such as human and intellectual capital, which 

improves firms’ long-term sustainability, including CSR reporting (Helfaya and 

Moussa, 2017).  

 
Shaukat, Qiu and Trojanowski (2016) also found the same positive association 

between a firm’s CSR strategy and environmental and social performance in 

the presence of external directors who bring expertise and advice. This 

provides further empirical support for our multi-theoretical framework that 

integrates insights from stakeholder, legitimacy and RDT theories. Board CSR 
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strategy can help to manage stakeholders’ interests with regard to CSR 

disclosure (stakeholder theory), gain and maintain corporate legitimacy 

licences and reputation (legitimacy theory) and provide expertise as well as 

facilitate access to resources (RDT). 

 
This would suggest diversity can be a fruitful mechanism to link a company to 

the external environment and attain resources. In fact, Fakir and Jusoh (2020) 

purport that RDT explains the link between CSP and gender diversity within 

the board because female directors bring unique linkage and organisational 

behaviour becomes a motive in the form of social recognition. With such 

advantages, this study’s premise is that board diversity (in terms of age, 

ethnicity, gender and director resource) will enhance the sustainability 

strategies and ESG reporting activity of companies and support the board to 

address environmental, stakeholder (including users of the sustainability 

report) and community needs. Gianni, Gotzamani and Tsiotras (2017) suggest 

the diverse board produces more extensive and higher quality sustainability 

reports.   

In addition, Mallin and Michelon (2011) have suggested sustainability 

committees can be a capital resource as part of the corporate governance 

structure, whilst providing insightful advice to the management about 

stakeholder expectations. They have been seen to aid in the development of 

sustainable strategy (Amran, Lee and Devi, 2014; Shaukat, Qiu and 

Trojanowski, 2016), which may or may not be explained through the access to 

resource dimension of RDT. 
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Nienhüser (2008) argued that it is challenging to examine all hypotheses 

specified using RDT which is a strong argument for this study choosing RDT 

as just one of three theoretical lenses: when balanced with Stakeholder Theory 

and Legitimacy Theory, a rounded perspective is more likely. Helfaya and 

Moussa (2017) suggest this strategy promotes a less subjective, multi-

dimensional model within the research design. It would certainly address 

concerns expressed by authors such as Haque (2017) who contends RDT’s 

primary focus is often used to explain the financial benefits of environmental 

performance. 

 

3.4.3 Legitimacy Theory  

Another theory reviewed in the corporate sustainability literature is legitimacy 

theory. Legitimacy theory is built upon the view that there is a contract between 

society and businesses to operate (Yusoff and Alhaji, 2012). Guthrie, 

Cuganesan and Ward (2007) described this an ‘interlock contract’ between 

society and companies; for example, businesses are licenced to operate within 

and create jobs for society. Therefore, firms are accountable to society in 

terms of obeying rules, following regulation and acting ethically (Deegan and 

Unerman, 2011). 

 
The idea of legitimacy theory is rooted in organisational legitimacy, which has 

been defined by Dowling and Pfeffer (1975, p.122) as: 

A condition or status exists when an entity’s value system is 

congruent with the more extensive social system of which the entity 
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is a part. When a disparity, actual or potential, exists between the two 

value systems, there is a threat to the entity’s legitimacy. 

 
Similarly, Suchman (1995, p.574) defined legitimacy as a “generalised 

perception or assumption that the actions of an entity are desirable, proper, or 

appropriate within some socially constructed system of norms, values, beliefs, 

and definitions”. Legitimacy theory concepts are grounded in management 

theory and work closely with both institutional and stakeholder theory. Firms’ 

efforts are to influence social perceptions so that they are seen to be acting on 

sustainability practice which connects traditional norms and values with 

modern ethics (Burlea and Popa, 2013). Legitimacy theory argues that the firm 

must be transparent within the standards, beliefs, and values of the society in 

which it operates (Hesseling, 2017). 

 
From the environmental and social perspectives, proponents of legitimacy 

theory introduced voluntary disclosure of corporate social and ecological 

information (Rezaee, 2018; Haffar and Searcy, 2018; Deegan, 2019). For 

example, Vitolla and Rubino (2018) stated that voluntary disclosure of 

environmental and social dimensions helps companies achieve success and 

growth. In addition, the legitimacy theory framework focuses on effective 

communication with the stakeholders, and consequently, the whole balance of 

the company, promoting the possibility of a long period of success (Vitolla and 

Rubino, 2018).  

 
Similarly, Deegan (2002) stated legitimacy theory recommends corporate 

entities with low CSP levels should willingly publish sustainability reports to 
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gain consumers and investors' trust. Legitimacy theory argues there is a valid 

reason for the corporate board of directors’ voluntary publication of high-

quality sustainability reports to reduce information asymmetry (Hesseling, 

2017); one method of achieving this directly explained by legitimacy theory is 

through corporate ESG disclosure activity. Indeed, the sustainability 

committee may be ideally placed to carry out this role for the board. 

 
In legitimacy theory, strategic business goals should be targeted to achieve 

both financial and non-financial performance. Appropriate disclosure of ESG 

sustainability performance helps companies fulfil the ‘social contract’ and 

obtain society's support to gain legitimacy (Tilling, 2004). Nevertheless, 

legitimacy theory argues companies can accomplish their non-financial 

performance, including ESG for all stakeholders, without providing any 

solutions for shared value creation among diverging stakeholders (Rezaee, 

2017). 

 
Legitimacy theory suggests that firms are under pressure and regulatory non-

compliance disclosures threaten their legitimacy due to poor sustainability 

performance (Braam and Peeters, 2018; Mobus, 2005). Stakeholders, 

including society and political parties, are demanding accurate sustainability 

disclosure to show their actual performance, greater transparency and to 

protect their legitimacy concurrently (Rezaee, 2018). The consequences of 

poor sustainability performance and lack of ESG reporting include businesses 

facing the risk of permission to operate within society being revoked (Haffar 

and Searcy, 2018). 
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There is a mixed argument regarding how financial and non-financial 

performance is prioritised in business strategies and practices. Historically, 

successful companies measure profitability. Friedman (1970) expressed that 

most priority is allocated to maximising shareholders’ value and generating 

profits in businesses. 

 
In contrast, legitimacy theory suggests profit is regarded as an all-inclusive 

degree of organisational legitimacy (Ramanathan, 1976). Additionally, 

empirical studies conducted by Dhaliwal et al. (2011) and El Ghoul et al. (2011) 

found that ESG sustainability initiatives influence the company’s future 

financial performance. Furthermore, there are indications that effective ESG 

performance could improve financial performance, including stock prices and 

firm value (Zhao et al., 2018; Bertoneche and van der Lugt, 2013). 

 
KPMG (2017) stated that companies rely on financial and non-financial key 

performance indicators and drivers of sustainable performance through 

customer satisfaction, talent management, operational efficiency and 

innovation. Ng and Rezaee (2015) reported that sustainability performance is 

associated with the cost of equity capital. 

 
In contrast, Lys, Naughton and Wang (2015) claimed a negative association 

between CSR expenditure and financial performance; corporations agree 

some CSR expenditure when they expect greater future financial 

performance. Moreover, Eccles and Serafeim (2013) stated a lack of 

innovation leads to a decline in firms' financial performance as their ESG 

performance improves.  
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Legitimacy theory suffers from many limitations; for example, legitimacy theory 

suggests the association of financial and non-financial performance is 

essential for shaping a new corporate image (Burlea and Popa, 2013). 

However, Mobus (2005) and Owen (2008) counter such claims. They stated 

legitimacy theory might reflect managerial motivation as a reasonable 

justification without any real effort to actualise sustainability disclosure 

transparently. Furthermore, Owen (2008) said there is no certainty that the 

legitimacy theory endorses transparency and accountability to non-capital 

provider stakeholders. 

 
Additionally, legitimacy theory suggests regulatory bodies threaten 

corporations for non-compliance in disclosures or weak sustainability 

performance; therefore, companies may seek to employ third parties to issue 

assurance certificates (Braam and Peeters, 2018). 

 
There is a potential for conflict of interest under legitimacy theory; for example, 

the firms' management may be selective and self-serving at stakeholders' 

expense. There is a high possibility that managers may signal good 

sustainability practice and mask bad performance (Boiral, 2013; Cho et al., 

2012). 

 
Based on the concepts of stakeholder theory and legitimacy theory, corporate 

responses to stakeholder’s demands include engagement in sustainability 

activities to gain legitimacy and improve reputation to present an ethical image 

to society and attain reward in the form of licence to operate in society (Adams, 

Hill and Roberts, 1998; Campbell, 2000; Deegan, Rankin and Tobin, 2002; 
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Cooper and Owen, 2007). Business activities must be transparent, reported 

and disclosed to stakeholders (Rezaee, 2018). 

 
The following section provides a review of literature around the variables used 

in this study, a comparison of theory in studies reviewed, and provides theory-

based hypotheses. 

3.5 The sustainability committee  

There is general agreement across corporate governance literature that the 

vow to act on sustainability practice increases responsibility and transparency 

in corporate actions. Working on sustainability may improve the relationship 

between corporate board management and stakeholders and the 

sustainability committee acts to communicate with corporate internal control 

procedures regarding sustainability practice (Burke, Hoitash and Hoitash, 

2019).  

 
When companies are committed to act on sustainability, they are said to 

develop a sustainability culture which infers that the principles of sustainability 

are embedded at every level within their organisational culture and hierarchy 

(Bhattacharya, 2020). Indeed, Augustin-Behravesh and Dooley (2018) found 

that the alignment between the organisational culture in a firm and its 

sustainability strategies has implications for its successful implementation of 

such strategy. 

Companies with high investment in a sustainability culture tend to create board 

sustainability committees (Biswas, Mansi and Pandey, 2018; Burke, Hoitash 
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and Hoitash, 2019; Valle, Esteban Pérez, 2019; Orazalin, 2020). Such 

companies that decide to create a sustainability committee may be indicating 

that they are concerned with sustainability issues and tend to be more 

transparent in ESG. However, there are mixed results regarding the impact of 

sustainability committee on sustainability performance.  

 
In this section, empirical studies over the period 2010-2019 are reviewed. 

These studies examined the contribution of and the validity of the association 

between features describing corporate governance construction and the 

numerous indicators of CSP. Academics such as Contu (2020), bodies such 

as Greenpeace and the UN and more recently the newly launched Terra Carta 

initiative (SMI, 2021) have called for a robust corporate approach to 

sustainability, yet the phenomenon of sustainability committees is yet to be 

aligned with a theoretical perspective. Most of the studies reviewed in this 

chapter have an identified theoretical perspective through which variables are 

measured. These are identified in Table 3.1.  

 
This research uses three theoretical lenses through which the findings are 

measured – Stakeholder, RDT and Legitimacy theories. These theories are 

deliberated here, and comparison is made with previous findings and the 

findings of this study through this theoretical perspective in the discussion 

chapter. 

 
Table 3.1 below provides a summary of empirical studies that have examined 

the sustainability committee over the past decade.
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Table 3. 1: Summary of prior research on sustainability committees 

Author(s), Year, Title and 
Journal 

Sample size, 
Country and  

Period 

Theory applied Dependent 
Variables 

Independent 
Variable 

Source of data Results 

Hussain (2018). Corporate 
governance and 
sustainability performance: 
Analysis of triple bottom 
line performance. Journal 
of Business Ethics. 

100 companies from 
the high 
performance, US, 
for the period 2007 
to 2011. 

Agency theory and 
Stakeholder theory 

Sustainability 
Performance 

Sustainability 
committee 

Global Fortune 
2013 list 

Findings show sustainability 
committees have a positive 
effect on sustainability 
performance 

Al‐Shaer and Zaman (2018). 
Credibility of sustainability 
reports: The contribution of 
audit committees. 
Business Strategy and the 
Environment 

333 firms listed in 
the UK FTSE350, in 
2012  
 

No theory Sustainability 
reporting 
assurance. 

Sustainability 
committee 

UK FTSE350 Results show the presence of a 
sustainability committee does 
not influence sustainability 
reporting assurance 

Biswas, Mansi and Pandey, 
(2018). Board composition, 
sustainability committee 
and corporate social and 
environmental performance 
in Australia. Pacific 
Accounting Review. 

407 firms from 
Australia, for the 
period 2004 to 2015 

Stakeholder theory CSP and 
corporate 
environmental 
performance 

Sustainability 
committee 

Australian 
Securities 
Exchange 

Firms with sustainability 
committees achieve higher 
social and environmental 
performance, while firms without 
such a committee do not show 
tendency to act on the issue of 
ESG. 

Burke, Hoitash and Hoitash 
(2019). The heterogeneity 
of board-level 
sustainability committees 
and corporate social 
performance. Journal of 
Business Ethics. 

1243 firms from US 
for the period 2003–
2013.  
 

Accountability 
theory 

Corporate 
social 
performance 

Sustainability 
committee 

MSCI Sustainability committees are a 
strength in CSP, but not at 
remediating CSP concerns. 
Also, as a mechanism to 
develop firm’s oversight of and 
impact on stakeholder groups, 
but not at the expense of 
economic success. 
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Cucari, Esposito de Falco 
and Orlando, (2018). 
Diversity of board of 
directors and 
environmental social 
governance: Evidence from 
Italian listed companies. 
Corporate Social 
Responsibility and 
Environmental 
Management. 

54 firms, Italy for 
years 2011–2014. 

Stakeholder theory 
and RDT 

ESG 
disclosure. 

CSR/Sustainabil
ity committee 

Bloomberg 
Database 

The study concluded that firms 
with CSR/Sustainability 
committees more openly 
disclose information related to 
ESG and show more 
transparency that may help the 
firm build environmental 
credibility and legitimacy. 

Abdelmotaal and Abdel-
Kader (2016) The use of 
sustainability incentives in 
executive remuneration 
contracts. Journal of 
Applied Accounting 
Research. 

212 firms, from UK 
covering the period 
2009-2011. 
 

Agency theory and 
Stakeholder theory 

Sustainability 
incentives in 
executive 
remuneration 
contracts 

CSR/Sustainabil
ity committee 

ASSET4 
Thomson 
Reuters and 
FTSE 350 

The results show that 
sustainability/CSR committee 
positively improves 
shareholders’ return, influence 
firms to act on sustainability 
practice, improvement policy of 
the sustainability package in 
compensation contracts. 

Birindelli et al., (2018) 
Composition and activity of 
the board of directors: 
Impact on ESG 
performance in the banking 
system. Sustainability. 

108 firms from 
Europe and the 
United States for 
the period 2011 to 
2016 

Critical mass theory ESG 
performance. 

CSR 
Sustainability 
Committee 

NASDAQ100, 
S&P500, 
FTSE350, and 
MSCI 

The study confirms that 
sustainability/CSR committee is 
important to enhancing a bank’s 
ESG performance, the 
committee encourages the 
banks to commit to sustainability 
practices. 

Valle, Esteban and Pérez, 
(2019) Corporate social 
responsibility and 
sustainability committee 
inside the board. European 

469 European firms 
from 
EUROSTOXX500 
for 2010. 

Agency theory CSR policies Sustainability 
Committee 

DJSI Presence of a sustainability 
committee within the board 
allows the implementation of 
CSR policies and is a valid 
indicator that the corporate 
board could become more 
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Journal of International 
Management. 

socially responsible for their 
actions and lead a firm to be 
included in a sustainability index. 

Chams and García-
Blandón, (2019). 
Sustainable or not 
sustainable? the role of the 
board of directors. Journal 
of Cleaner Production. 

478 multinational 
firms operating in 11 
different industries. 
from 28 countries 
2017. 

Stakeholder theory Sustainability 
performance 

Sustainability 
Committee 

DJSI and 
Standard and 
Poor's Global 
Broad Market 
index (S&P) 

The results confirm that firms are 
not sustainable merely by the 
fact of having a SC. The 
outcomes question whether the 
role and functions of the 
sustainability committee are for 
an authentic motive or for the 
firm's public image and 
reputation. 

Orazalin (2020), Do board 
sustainability committees 
contribute to corporate 
environmental and social 
performance? The 
mediating role of corporate 
social responsibility 
strategy.   Bus Strat Env 

109 U.K. listed firms 
(837 firm-year 
observations) 
2009–2016 

Resource 
dependency, 
Stakeholder, 
and Upper echelons 
theories 

Environmental 
performance 
social 
performance  
CSR strategy 
score 

Sustainability 
committee 

Thomson 
Reuters Asset4 

Sustainability committee lead to 
better performance of 
environmental and social 
outcome as well as having 
greater effective on CSR 
strategies. 

Oware and Awunyo‐Vitor, 
(2021), CEO characteristics 
and environmental 
disclosure of listed firms in 
an emerging economy: 
Does sustainability 
reporting format matter?   
Bus Strat Dev. 

80 India firms (800 
firm observations 
year), from 2010 to 
2019 
 

Institutional theory 
and stakeholder 
theory, 

Environmental 
disclosure 

Sustainability 
committee 

Bombay Stock 
Exchange 
 

The relationship between 
sustainability committee and 
environmental disclosure 
of listed firms in an emerging 
economy is positive and 
significant  
 

Noja et al., (2020), 
Management financial 
incentives and firm 
performance in a 

1594 companies 
from European 
companies from 

Agency theory Enterprise 
value; EBITDA 
and EBIT 

CSR/ 
Sustainability 
committee 

Thomson 
Reuters Eikon 
database 
 

Positively and statistically 
significant association between 
CSR/ Sustainability committee 
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Source: Developed for this research 

sustainable development 
framework: Empirical 
evidence from European 
companies.  Sustainability.  
Sustainability 

various industries 
from 2019 

and firms’ financial performance 
especially the enterprises’ value 

Kilic et al., (2021), Drivers 
and consequences of 
sustainability committee 
existence? Evidence from 
the hospitality and tourism 
industry.  Journal of 
Hospitality Management, 

772firm-year 
records of the H&T 
industry between 
2013 and 2018. 

Stakeholder and 
resource 
dependency 
theories 

Sustainability 
committee 

Sustainability 
reports 

Thomson 
Reuters Eikon 
database 

Firms with sustainability 
committee positively and 
statistically significantly 
influenced firm to disclose their 
activities in the sustainability 
reports 

Govindan et al., (2021), 
Drivers and value-
relevance of CSR 
performance in the 
logistics sector: A cross-
country firm-level 
investigation.  Int. J. 
Production Economics 

100 logistics 
companies 
maintained in the 
Thomson Reuters 
(TR) EIKON 
database for 2011–
18. 

Agency theory and 
stakeholder theory 

ESG score Sustainability 
committee 

Thomson 
Reuters (TR) 
EIKON 
database 

The finding indicates firms with 
sustainability committee are 
more likely to have higher CSR 
performance (both overall and 
social) than those do not.  

Fu, Tang and Chen, (2020), 
Chief sustainability officers 
and corporate social (Ir) 
responsibility.  Strat Mgmt 
J. 

500 firms from S&P 
for the period of 
2005–2014 

Upper echelons 
theory 

CSR Sustainability 
committee 

S&P 500 sustainability committee and 
firms in industries subjected to 
greater social scrutiny tend to be 
able to improve their social 
performance more by hiring a 
chief sustainability officer, 
especially in terms of reducing 
irresponsible activities. 



120 
 

The first study examined was conducted by Birindelli et al. (2018) who 

assessed CSR sustainability committees' impact on CSR performance in the 

banking industry. A sample of 108 listed banks in Europe and the United 

States from 2011 to 2016 were used to test the hypothesis that composition of 

a firm’s board of directors can influence its ESG performance. Data was 

gathered and analysed using the ESG Asset4 database of ESG information 

for over 3400 publicly listed companies, covering significant indices such as 

the NASDAQ100, S&P500, FTSE350, and MSCI World adopted to measure 

ESG.  

 
Their study finds that the relationship between women on the board of 

directors and a bank’s ESG performance is an inverted U-shape, suggesting 

that only boards who are gender-balanced positively impact a bank’s CSP. 

Interestingly, they also found a positive link between board size and/or the 

presence of a CSR committee and a firm’s ESG performance, stressing what 

they see as a key role of corporate governance principles and also the 

importance of establishing a CSR committee, which becomes a strategic tool 

that demonstrates the bank’s commitment toward sustainability. Their findings 

were delivered using critical mass theory, which proposes that board diversity 

impacts on sustainability performance.  

 
Another study by Burke, Hoitash and Hoitash (2019) investigated the 

relationship between sustainability committees and corporate social 

performance. The data represented 1103 US companies from 2003 to 2013 

and were collected from MSCI ESG STATS (formerly KLD), merged with hand-

collected data on board-level sustainability committees' presence and 
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responsibilities. The study found that having a sustainability committee 

positively impacts on corporate social performance.  

 
They describe their findings using accountability theory in terms of ‘strengths 

/ concerns’. Their narrative description of strengths is those elements of the 

firm that identify best CSR practice that can generate value because they are 

‘doing good’ – so, for instance, firms that support diversity and the environment 

in their operations are more likely to generate customer loyalty and revenue 

growth.  

 
This sits firmly within the study’s theoretical framework as it is supported by 

stakeholder theory which helps firms to identify and meet their stakeholders’ 

needs and expectations, and legitimacy theory which facilitates firms to ensure 

information that is provide to the stakeholders about their environmental, social 

and governance activities legitimises such activities to form a good image, to 

assert their adherence submission to social and environmental regulations, 

and to obtain a competitive advantage.   

 
As for concerns, Burke, Hoitash and Hoitash (2019) describe how the 

sustainability committee can monitor and mitigate against the risk of major 

detrimental events such as oil spills, product recalls, and occupational safety 

incidents, thus protecting value and reputation.  

 
Hussain, Rigoni and Orij (2018) conducted a similar study using agency theory 

and stakeholder theory on the 100 U.S companies from 2007 to 2011. The 
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study showed that the sustainability committee plays a significant role in 

enhancing firms' environmental and social performance.  

 
Another study by Valle, Esteban and Pérez (2019) examined whether a 

sustainability committee's presence helps achieve the requirements to 

become a member of the Dow Jones Sustainability Index (DJSI). Being 

members of the sustainability index improves a firm’s reputation and gives 

confidence to investors and stakeholders over sustainability issues thereby 

increasing a firm’s legitimacy. The study’s emphasis was on the firms of 

STOXX EUROPE 600 for the year 2015. The research found that having a 

sustainability committee increases the possibility of large European Firms 

being included in the DJSI index, which helps measure the quality of a firm’s 

CSR strategy and identify leading CSR companies. 

 
Using a stakeholder theory framework, Biswas, Mansi and Pandey (2018) 

examined the impact of sustainability committees on Australian firms' 

corporate social and environmental performance. The sample involved 407 

firms from the Australian Securities Exchange from 2004 to 2015. The 

ASSET4 environmental, social and governance database was used to 

measure corporate social and environmental performance and their sub-

dimensions.  

 
The evidence supports the notion that companies with sustainability 

committees tend to have better social and environmental performance. 

Another study carried out in Australia (Ong and Djajadikerta, 2017) on 133 
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Australian companies indicated that companies with a sustainability committee 

reported a greater extent of total sustainability disclosures.  

When Valle, Esteban and Pérez (2019) stated the benefits of a sustainability 

committee allow the board of directors to fulfil its duties and serve 

shareholders in respect of the regulatory practices associated with the firm's 

sustainable improvement on a global level, it could be seen through the 

stakeholder perspective. Members of sustainability committees support and 

help management regarding design and reforms of policies, regulations, and 

procedures to attain sustainable goals. 

 
Other studies have found a negative association between having a 

sustainability committee and sustainability and CSR performance. Al‐Shaer 

and Zaman (2018) examined whether sustainability committees contribute to 

the credibility of sustainability reports. The study was developed on an RDT 

framework to identify factors that drive an organisation to acquire assurance 

for sustainability reports. Their research was built on a sample of companies 

listed on the London Stock Exchange FTSE350 in 2012 and found a negative 

association between sustainability committees and sustainability reporting 

assurance.  

 
Chams and García-Blandón (2019) investigated the impact of the 

sustainability committee on sustainability performance. The study was based 

on a sample of 478 international firms, data collected from DJSI and Standard 

and Poor's Global Broad Market Indices and found that the presence of a 

sustainability committee in a firm does not make the firm sustainable. This is 
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similar to Liao, Luo, and Tang (2015), Dilling (2010) and Rodrigue, Magnan 

and Cho, (2013); the findings of those studies do not reveal any significant 

impact of sustainability committees on sustainability performance.  In fact, 

Chams and García-Blandón (2019) suggest this raises a debate over whether 

sustainability committees exist for authentic motives (i.e., to genuinely 

implement sustainable practices) or if they exist to merely promote the firm’s 

image and reputation. 

 
Interestingly, Mackenzie (2007) found firms with a sustainability committee 

have a better chance of becoming members of sustainability indexes, 

including the FTSE4Good or DJSI in an endeavour to promote the firm’s 

growth, which also appears to suggest that when firms have additional sub-

committees such as a sustainability committee, it creates strong reputational 

images and may attract investors (Jansson, 2005).  

 
This is an essential tenet within the legitimacy theory, positing a social contract 

between companies and society; such strong reputational images may confirm 

companies’ legitimacy. Collier and Esteban (2007) had suggested the 

presence of a sustainability committee at the same board level of the other 

committees including auditing, finance and nominees could be persuading top 

managers to act in the interest of all stakeholders to become part of the chosen 

members of a sustainability index. This could be seen not only as an action 

within stakeholder theory, but it also signals to society that firms are seeking 

legitimacy by becoming members of sustainability indices.  
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The intention and rationale for specifying two types of SC – ‘focused’ and ‘non-

focused’ – were detailed. The rationale was developed from the findings of 

Burke, Hoitash and Hoitash (2019), who having used the single label 

‘sustainability’ committee to describe all committees with an ESG focus found 

that focused sustainability committees are associated with more strengths 

than those with either non-focused or those without such committees (see 

section 1.3). This section now moves to propose the first set of hypotheses 

which reflect this rationale as a guiding tenet within the study. 

 
This section has seen mixed findings in the literature with regards to the 

benefits or otherwise of firms having a sustainability committee in their boards. 

In order to examine this further, hypotheses have been developed to test 

whether the presence of a focused board sustainability committee or a non-

focused board sustainability committee has a positive impact on a firm’s 

sustainability performance. These are framed using legitimacy theory, as seen 

in section 3.4.3, which suggests that the firm must be transparent within the 

standards, beliefs, and values of the society in which it operates (Hesseling, 

2017).  

 
The presence of a sustainability committee may be seen as an example of 

such transparency, more so if its activity is open to scrutiny through its 

reporting activity as disclosed to stakeholders (Rezaee, 2018). Therefore, this 

thesis suggests that the existence of a sustainability committee/CSR (focused 

or non-focused) in a corporation is likely to strengthen the corporate 

commitment to its sustainability practice.   
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H1: Existence of a focused sustainability committee has a positive impact on 

the total level of ESG sustainability performance.  

H1a: Existence of a focused sustainability committee has a positive impact on 

environmental sustainability performance. 

H1b: Existence of a focused sustainability committee has a positive impact on 

social sustainability performance. 

H1c: Existence of a focused sustainability committee has a positive impact on 

governance sustainability performance. 

H2: Existence of a non-focused sustainability committee has a positive impact 

on the total level of ESG sustainability performance.  

H2a: Existence of a non-focused sustainability committee has a positive impact 

on environmental sustainability performance. 

H2b: Existence of a non-focused sustainability committee has a positive impact 

on social sustainability performance. 

H2c: Existence of a non-focused sustainability committee has a positive impact 

on governance sustainability performance. 

 

3.6 Sustainability committee’s characteristics 

A substantial number of previous research studies have concentrated and 

investigated the board of directors’ composition and characteristics. This study 

now investigates those characteristics as they are specifically applied to the 

SC. Most Corporate Governance guidelines from different contexts 
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concentrate on the prime committee, especially the ratio of independent non-

executive directors and board demographics.   

 
The impact and influence of sustainability committee characteristics within 

BoDs on CSP have become a point of debate. As seen in Section 2.10, Non-

Governmental Organisations (NGOs) and others raised concern about 

environmental, social and governance sustainability dimensions, and by 2014 

Global Compact had significantly raised the sustainability agenda (UN Global 

Compact, 2014).  

 
Corporate governance frameworks have progressively transferred from a 

focus on firms’ financial performance to incorporating sustainability issues, 

including social equity, economic performance and environmental 

performance (Rogers and Hudson, 2011). The effects of environmental 

degradation and shortage of resources have a direct impact on human well-

being. The consequences enforce corporations to restructure their long-term 

planning, reform governance mechanisms and reform the way they operate 

(Chams and García-Blandón, 2019). 

 
Traditionally, the primary responsibilities of BoDs are to monitor the 

management and look after owners’ and shareholders’ wealth (Tricker, 2015; 

Hillman and Dalziel, 2003; Fama and Jensen, 1983; Jensen and Meckling, 

1976). However, in the 21st century, environmental and social issues have 

forced BoDs to reform their strategic planning and take responsibility for both 

focusing on shareholders’ interests and considering all their stakeholders’ 

demands (Chams and García-Blandón, 2019). Therefore, the duties of the 
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BoDs should not be limited to the maximisation of shareholders’ wealth; 

indeed, the corporate board's actual responsibilities must include dealing with 

and tackling the issues of their social and ecological practices. Certainly, 

authors such as Yang and Basile (2018) advocate for corporate boards to be 

a central part in the solution to sustainability challenges, promoting the 

stakeholder primacy in the process. 

 
The BoD of a business is a critical internal governance mechanism that plays 

a significant role since it has the final duties for running the corporation 

(Jensen, 1993; John and Senbet, 1998; Bhagat and Bolton, 2008). The board 

can also implement and adopt sustainable development goals, as they are 

accountable for transforming into their long-term corporate planning and 

shaping socially responsible behaviour (Fuente, García-Sanchez and Lozano, 

2017). In doing so, corporations must perform sustainably, but they must also 

let these actions be obvious by reporting sustainability, which is vital for 

improving reputation and value creation (Guerrero et al., 2017; Rupley, Brown 

and Marshall, 2012). 

 
As discussed earlier (Section 2.10), when firms operate with effective 

corporate governance, sustainability becomes a focus as well as a strategy 

(Kruse and Lundbergh, 2010).  

 
Orazalin (2020) takes this further by suggesting that sustainability committees 

within a board actively promote effective CSR practices. It has also been 

suggested that in emerging economies in Africa, a crucial role of sustainability 

reporting conducted through the board sub-committees is to raise awareness 
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in companies and across the population which may result in improved rates of 

carbon emissions reduction (Cordova, Zorio-Grima and Merello, 2021). They 

go on to suggest that this precipitates mimetic isomorphism, whereby 

companies will model themselves on other companies that they perceive to be 

successful and have legitimacy in the public eye.  

 
A business model's success and good performance depend on determining 

the competitive advantages on which it is based (Valle, Esteban and Pérez, 

2019). A firm’s financial outcomes are not the only measure by which firms are 

valued on the market. Indeed, commitments to social and environmental 

activities are increasingly being considered by investors (Setó -Pamies, 2015). 

 
Likewise, Jitmaneeroj (2016) asserted the continuum between non-financial 

and financial performance, stressing stakeholders’ understanding of this 

position. A gap remains in the literature as to whether the sustainability 

committee’s characteristics become primary drivers. 

 
A sustainability committee is generally known as a sub-committee of the board 

of directors. It can have different names depending on the nature of the 

business (See table 3.1) for example “ethics, sustainable development, 

environment, health and safety, or a public responsibility committee” 

(Eberhardt-Toth, 2017, p.1926).  

 
The main characteristics of sustainability committees, such as committee 

members’ age, gender, education level, independence, and frequency of 

meeting ultimately mirror those of board members. The committee is 
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comprised of directors; its members hold the responsibility for proposing to the 

board the sustainability policies and strategies to be adopted (Fuente, García-

Sanchez and Lozano, 2017). 

Before sustainability committees evolved, firms established CSR committees 

to meet objectives as presented in stakeholder theory as it implies the 

formation of governance that can fulfil stakeholder needs (Zahra and Pearce, 

1989, Donaldson and Preston, 1995).  

 
A sustainability committee's presence enhances a company’s corporate 

governance ability to engage in several sustainability dimensions, including 

ESG (Al-Shaer and Zaman, 2016; Biswas, Mansi and Pandey, 2018; Haque, 

2017). In addition, corporate governance and CSR have close ties, and they 

are pillars of each other and part of a continuum (Donaldson and Preston, 

1995). Based on this argument, it is not surprising that corporate governance 

mechanisms and concepts can be seen to refer to sustainability committees. 

However, these references are not explicit. In fact, most previous research has 

been conducted on boards in general and a smaller range of board committees 

and characteristics rather than focused sustainability committees.  

 

Given this argument, this study investigates whether the sustainability 

committee, made up by internal and independent directors, with members of 

diverse age, gender and education levels who are experts in sustainability 

principles can improve sustainability performance through ESG thus 

increasing the reputation of the company in capital markets (Jansson, 2005).  
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The following subsection reviews the literature on the effects of sustainability 

committee characteristics as internal drivers on sustainability. These internal 

factors are used as independent variables to test hypotheses in this study. 

Largely extrapolated from well-researched board characteristics, they include 

committee size, gender and age diversity, independent directors, committee 

meeting frequency, educational level among committee’s members and 

sustainability reporting.   

 
There are several reasons that this study is considering these characteristics. 

Firstly, a review of the theoretical literature on the association between 

sustainability committee characteristics and corporate sustainability 

performance yielded inconsistent findings; the results were predominantly 

about Board characteristics. Secondly, a review of existing empirical studies 

has identified a gap in current knowledge about sustainability specific 

performance for example which of the three pillars of sustainability has more 

impact on CSP.  

 
In particular, the use of a three-theories theoretical lens (Stakeholder, RDT 

and Legitimacy Theories) may be able to make contributions to the field when 

examining issues such as comprehensive measurement of age, education and 

gender diversity and their relationship to firm’s non-financial performance. For 

Instance, the theoretical lens here includes RDT; as seen in section 3.4.2, this 

theory has much to offer when examining diversity (Fakir and Jusoh, 2020; 

Khlif, Hussainey and Achek, 2015). 
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Thirdly, examining these characteristics enables the findings to be compared 

with those of previous studies. Finally, these characteristics reflect institutional 

and cultural contexts. 

3.6.1 Size of Sustainability Committee  

There is extensive literature examining corporate board size through existing 

theory lenses in various contexts, but no single study has examined the 

sustainability committee size. This section of the review examines findings 

related to board size. The sustainability committee is part of the board; it does 

not infer that the two will be commensurate. They may merely share similar 

characteristics as taken into the variables.  

 
Sakawa and Watanabel (2018) suggested the determination of ideal board 

size is a trade-off between the advantages and disadvantages of larger or 

smaller corporate board size. For instance, Eisenberg, Sundgrein and Wells 

(1998) suggest (in reference to the banking sector) that firms who have 

received taxpayer funds have smaller boards than commercial firms without 

such funding, consistent with the FSA regulations designed to decrease the 

board size for banks that use taxpayer funds. They further discuss that larger 

boards have a less effective advisory role and lower coordination costs than 

those with taxpayer funds.  

 
Board size depends on corporate complexity, and a company’s size, 

governance, and industry are factors that influence the number of directors 

they elect to the board. The studies that have investigated the role of how 

board size is associated with the corporate performance of publicly traded 
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companies vary in their findings. For instance, studies have shown the 

association between board size and firm performance may diverge not just by 

a firm’s precise characteristic; it could also be dependent on other factors 

including firm size, country-specific governance mechanisms, institutional 

practices, legal practices, and industry requirements (Birindelli et al., 2018; 

Ntim, 2015; Guest, 2009). A recent study found that more board members 

have more of the knowledge and expertise essential to governing firms, in 

contrast with other findings that suggest larger boards are more cumbersome 

in governance processes (Liem, Khuong, and Thu 2020). 

 
The board structure has evolved to ensure that top managers act in the 

shareholders' and the corporation’s best interests. The sustainability 

committee has already been identified as an essential element in tackling 

sustainability (Orazalin, 2020). Likewise, the association between board size 

and firm financial performance has been evidenced as a critical issue in 

corporate governance (Cheng, 2008). The issue of what is the precise 

determination of sustainability committee size and its impacts on financial 

performance or indeed CSP remains underrepresented in the literature.  

 
Considering board size first, fundamentally there are two core contrary 

theoretical approaches to the debate which provide a different understanding 

of the relationship between board size and corporate performance (Orozco, 

Vargas and Galindo-Dorado, 2018). Firstly, stewardship theory advocates for 

smaller board size which improves monitoring, control and corporate firm 

performance (Kalsie and Shrivastav, 2016). This model agrees with the 

framework of agency theory that argues that managers cannot be trusted and 
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calls for close monitoring by directors; this approach to monitoring focuses on 

maximising shareholders’ wealth and protection against top managers' 

inappropriate behaviour (Wang et al., 2017). 

 
The second theory is resource dependence theory, based on a more 

sociological method favouring a large board. This theory argues that a large 

board creates the opportunity of having more expertise on the corporate board, 

which can bring more human capital and diversity to counsel and advise the 

top managers (Pfeffer, 1972; Zahra and Pearce, 1989). The benefits of optimal 

board size are correlated with improved knowledge, skills, gender 

representation, ethic mix, and better access to independent resources by 

building bridges with stakeholders (Dalton et al., 1999). RDT favours board 

diversity and distribution of power.  

 
Prior empirical studies have concluded that there is no consistent direction of 

a relationship between board size and sustainability performance (Dalton et 

al., 1999; Cheng, 2008; Guest, 2009; Palaniappan, 2017). For instance, a 

recent empirical study by Orozco, Vargas, and Galindo-Dorado (2018) 

examined the association between board size and financial and reputational 

firm performance. The sample used represents 84 Colombian firms spanning 

the period 2008-2012. The study revealed a positive relationship between 

greater board size and corporate reputation, supported by RDT. However, the 

study found that there are no associations between financial and reputational 

performance.  
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Another study conducted by Platt and Platt (2012) examined how the 

composition and characteristics of corporate boards relate to firms' success 

and solvency. The study was based on 114 publicly traded companies filing 

for bankruptcy protection over the period 1998–2009, and data collected from 

RiskMetrics and WebBRD LoPucki databases. The study results suggest that 

corporate boards with an average number of nine or more members did not 

file for bankruptcy protection. In comparison, companies which filed for 

bankruptcy protection had an average of less than nine members. Their 

research outcome would suggest a larger corporate board brings more people 

to the boardroom with different opinions, skills, and knowledge to avoid 

bankruptcy. 

  
In addition, Chang, Y. et al. (2017) investigated the association between board 

size and CSR. The study was based on 293 firms over 2003–2005, the data 

collected from the Korea Economic Justice Institute (KEJI). KEJI measured 

the firm’s CSR on seven major subdomains: Environment, Community, 

Corporate Governance, Corporate Integrity, Customer Satisfaction with 

Product Quality and Safety, Employee Relations, and Long-term Orientation. 

The findings demonstrated that a larger board size is positively related to CSR. 

 
Similarly, Guerrero-Villegas et al. (2018) carried out a study that examined the 

relationships between board characteristics and corporate social responsibility 

disclosure (CSRD). The study used Meta-analysis, which is broadly accepted 

in business research, and reviewed 88 previous studies. CSRD was measured 

in the studies using metrics based on databases, such as the Association of 

Investment Management and Research AIMR indexes and self-constructed 
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measures. In terms of board size, where their literature review demonstrated 

mixed findings, their study concluded that the relation between board size and 

CSRD was positive, with a high and significant coefficient; when the corporate 

board size (independent variable) increases, it also tends to increase CSRD 

(the dependent variable). They make a clear argument for explaining this 

element of the study through a stakeholder lens “… the arguments put forward 

in stakeholder theory help to explain that board characteristics (in terms of 

board size and women on boards) lead to attributing greater importance to 

stakeholder needs and focusing on CSRD.” (Guerrero-Villegas et al. 2018, 

p.15). 

 
In a study of 462 companies primarily listed on Singapore Exchange as of 30 

June 2016, Hu and Loh (2018) explored the association between board 

governance and sustainability disclosure in Singapore. The findings 

suggested that companies with larger board sizes are more likely to practice 

sustainability reporting and, at the same time, this improves the quality and 

reliability of sustainability reports. 

 
In addition, a study conducted by Frias-Aceituno, Rodriguez‐Ariza, and 

Garcia‐Sanchez (2013) was based on the 2000 largest international 

companies, according to the Forbes Global 2000 list. Their sample of 568 

international companies for the years 2008–2010 was used to test hypotheses 

that there is a positive relationship between the size of the Board and the 

production of an integrated company report, between the activity of the Board 

and the practice of integrated reporting, and between the diversity of Board 

members and integrated reporting.  
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A similar study by Jizi (2017) investigated the association between board size 

related to corporate social and environmental disclosure and social policies 

implementation. The study was based on FTSE 350 firms from 2007–2012 

using data collected from Bloomberg database CSR disclosure. The study 

concluded that larger corporate board size has better opportunity towards 

creating a culture of sustainability and meeting stakeholders' needs. 

 
Moreover, Haque (2017) examined the influence of board size on 

environmental policy, sustainable development frameworks and corporate 

governance.  The study used a sample of 2245 non-financial listed firms based 

on the FTSE all-share index over the period 2002-2014, the data collected 

from the Thomson Reuters Asset4 database. The study suggests that a firm 

with a more significant number of directors can influence company strategy to 

reduce carbon emissions and greenhouse gas emissions. 

 
In contrast to the above studies that indicated a positive relationship between 

sustainability performance and board size, others have found less favourable 

outcomes related to board size. Cucari, Esposito De Falco and Orlando (2018) 

examined the impact of board size on ESG disclosure. Their data set includes 

ESG data (collected from Bloomberg’s ESG disclosure over the period 2011–

2014) for more than 54 Italian companies listed on the Milan Stock Exchange. 

Based on legitimacy theory and supporting the notion that corporations require 

to legitimise their performance and control stakeholders' perception, the study 

concluded that there is no association between board size and ESG.  
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Hussain, Rigoni and Orij (2017) also explored the relationship between board 

size and sustainability performance. They studied 152 US companies from the 

High-Performance Global Fortune 2013 list covering 2007 to 2011 and 

concluded that there is no significant relationship between board size and 

sustainability.  

 
A study by Galbreath (2018) that investigated whether the board of directors 

affects sustainable corporate development had similar conclusions. Using 

qualitative survey and quantitative methods, the data was collected from the 

Australian Securities Exchange 500 index for year-end 2014. Results 

demonstrated that there is no statistically significant association between 

board size and corporate sustainability development. They also suggested 

that firms will face investor activism if their environmental performance is poor; 

a tentative explanation may be that investors potentially bear the cost in terms 

of low returns when firms face consequences such as fines and remediation 

costs. They further suggest institutional ownership is affected by the different 

objectives of different types of investment institutions, which may negatively 

impact environmental performance. 

 
One study was more definitive in their negative findings. Walls, Berrone and 

Phan (2012) used a combination of agency and stakeholder theory to 

investigate the relationship between ownership and corporate environmental 

performance. They investigated how the board of directors affects 

environmental performance, the role of managerial incentives for 

environmental performance and how investor, director, and managerial 

aspects interact to achieve environmental performance outcomes. Their 
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results revealed that corporations with larger boards had a poorer 

environmental performance. 

 
There is limited literature on the impact of the sustainability committee size on 

CSP. Committee size refers to the total number of directors on the committee; 

the size depends on a firm’s complexity and industry (Birindelli et al., 2018; 

Ortas, Álvarez and Zubeltzu, 2017). Committee size within the board of 

directors is one of the corporate governance attributes (Cheng, 2008). The 

active board might influence firms to act efficiently on sustainability issues 

(Hussain, Rigoni and Orij, 2018; Orazalin, 2020; Burke, Hoitash and Hoitash, 

2019). 

 
There are two-arguments regarding the size of the board and committee. 

Some scholars favour a smaller board size because it improves monitoring, 

control and corporate financial performance (Jensen, 1993). Similarly, De 

Andres, Azofra and Lopez (2005) stated there are no benefits of having many 

directors in the boardroom; it causes less optimal monitoring in firm 

governance as the size increases. This could be reflected in terms of 

reputation and is an example of the legitimacy theory perspective. 

 
Others favour a more significant board or committee size. In line with RDT, 

this allows a firm to access resources that they may otherwise have difficulty 

obtaining in their operation and provide more quality decision-making 

processes (Guest, 2009). Orozco, Vargas and Galindo-Dorado (2018) 

reported that large boards are related to high corporate reputation 

performance, directly associated with legitimacy theory.  
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In addition, Musteen, Datta and Kemmerer (2010) found that a more significant 

number of members brings more opportunities to manage corporate reputation 

and establish associations with external environments; this again is associated 

with legitimacy theory (Burlea and Popa, 2013). 

 
Also, Wang (2017) suggested the board of directors' size was positively 

associated with the disclosure of sustainability reporting. Similarly, Guerrero-

Villegas et al. (2018) found board size positively associated with CSR, while 

Connelly and Limpaphayom consider board size as “a trade-off between 

additional value-added expertise or monitoring benefits and disadvantages 

stemming from the coordination problem” (Connelly and Limpaphayom, 2004, 

p.4). 

 
The advantage of greater committee size allows firms to achieve sustainability 

performance, as evidenced by several recent empirical studies (Pislaru, 

Herghiligiu and Robu, 2019; Biswas, Mansi and Pandey, 2018; Clementino 

and Perkins, 2020; Orazalin, 2020). However, these studies have also shown 

that the association between board size and sustainability performance is 

inconclusive because both possibilities are conceivable. 

 
Most of the studies examined concluded with positive results implying that the 

larger the board/committee, the better its compliance. For example, BoD 

characteristics are considered one of the relevant factors in the association 

between firms and their stakeholders (Van der Laan Smith, Adhikari, and 

Tondkar, 2005). Yet as has been seen, studies such as Walls, Berrone and 

Phan (2012) revealed that corporations with larger boards had poorer 
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environmental performance. Examining discrepancies or ambiguity could 

clarify the logical explanations behind such inconsistent outcomes in the 

hypothesis or theory or the measurements expected to capture sustainability 

and financial performance (Van Beurden and Gössling, 2008; Callan and 

Thomas, 2009). 

 
Based on the proposition of (Lin, Li and Yang, 2006; Eberhardt-Toth, 2017; 

Hussain, Rigoni and Orij, 2018; Guerrero-Villegas et al., 2018; Orozco, Vargas 

and Galindo-Dorado, 2018) and based on RDT because large boards are 

considered to create opportunities for more expertise the following hypothesis 

is proposed for testing: 

 
H3: There is a positive relationship between larger committee size and total 

level of ESG sustainability performance.  

H3a: There is a positive relationship between larger committee size and the 

extent of environmental sustainability performance. 

H3b: There is a positive relationship between larger committee size and the 

extent of social sustainability performance. 

H3c: There is a positive relationship between larger committee size and the 

extent of governance sustainability performance. 

 

3.6.2 Sustainability meeting frequency  

The board meeting and how often it meets is another characteristic of the 

board of directors. As seen in the literature review around boards, board 
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meetings' frequency is another determinant of sustainability performance. 

Frequent board meetings are measured based on having several meetings 

during the year and are often applied as a proxy for the level of the board 

activity and board diligence (Laksmana, 2008). As with other characteristics, 

this review examines frequency of board meetings due to the limited number 

of studies that have focused on SC meetings. The number of board meetings 

represents boards’ time capacity, as the frequency of meetings reflects the 

level of board activities (Hu and Loh, 2018). One of the indicators of effective 

governance is a regular board meeting (Giannarakis, 2014). 

 
Furthermore, Lipton and Lorsch (1992) and Jensen (1993) stated that the 

frequency of board meetings is part of quality management. It increases the 

monitoring power of the board, creates an opportunity to make better decisions 

and provides more accurate advice, seeking accountability and discipline 

among directors and reducing CEO opportunism of making significant 

decisions without consulting with board members.  

 
The directors of a corporation with more regular meetings may become more 

engaged in management developments, more informed and knowledgeable 

about the company's future direction, and address emerging important issues 

proactively in a timely manner (Mangena and Tauringana, 2008). The 

evidence suggests that board members in board meetings engage in 

discussion around subjects related to the firms they supervise (Minichilli et al., 

2012). Board meetings are frequently adopted as a proxy for the level of board 

activity, the quality of working sensibly and their efforts (Laksmana, 2008). 
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Several empirical studies have found positive results that support the idea that 

frequent board meetings improve sustainability performance. For example, Hu 

and Loh (2018) investigated the relationship between board governance and 

sustainability disclosure. The study used a sample of 462 firms listed on the 

Singapore Exchange for 2015. The company’s sustainability was calculated 

based on four aspects: governance, economics, environmental, and social, 

with multiple regression analysis being used to test hypotheses. Their study 

finds companies with a higher number of board meetings are more likely to 

practice sustainability reporting, and, at the same time, their reporting activity 

is of a higher quality.  

 
Hussain, Rigoni and Orij (2018) examined the determinants of the extent of 

corporate governance and the triple bottom line sustainability performance. To 

test the hypotheses, they used a sample of 100 US companies covering a 

period from 2007 to 2011 from the high-performance Global Fortune 2013 list. 

Their findings imply that a higher number of board meetings increases the 

firm’s focus on social responsibility and improves social sustainability.  

 
Furthermore, Jizi (2017) examined the effect of the BoD’s composition on CSR 

disclosure, using a sample of the UK FTSE 350 firms covering the period from 

2007 to 2012. The data was collected from Bloomberg database CSR 

disclosure scores, and the study revealed that a higher frequency of board 

meetings is positively and significantly related to CSR disclosure. This 

supports earlier findings by Jizi et al. (2014) who found that board meeting 

frequency is positively and statistically significantly related to CSR disclosure.  
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Another angle is presented by Allegrini and Greco (2013) who found that the 

number of the board meetings is positively correlated to the number of the 

audit committee meetings, suggesting that the Board of Directors is an 

influencing dynamic on audit committee activity.  

 
On the other hand, some studies document a negative association between 

regular board meetings and a firm’s ethical reputation. Baselga-Pascual et al.,  

(2018) investigated the relationship between board characteristics and the 

moral reputation of financial institutions. The study was based on a sample of 

large financial institutions from 13 countries worldwide. The study confirmed 

that financial institutions with less frequent board meetings have a better 

ethical reputation.  

 
Frias-Aceituno, Rodriguez‐Ariza, and Garcia‐Sanchez (2013) found a 

negative association between the board's activity and integrated reporting 

practice; in other words, there was no relationship between holding several 

board meetings and environmental transparency. Other studies have 

supported this finding, such as Giannarakis (2014), who revealed no 

association between the frequency of board meetings and CSP in terms of 

companies' sustainability performance disclosure. The rationale for this given 

by the author is because the board of directors is only responsible for CSR at 

policy level and not for its implementation, which, in all probability, is the most 

time-consuming element (ibid). 

 
In summary, board meetings enable corporate boards to exchange 

information, conduct a long-term debate about projects, keep in touch with 
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fellow members and allow for better workload sharing among members and 

committee assignments (Laksmana, 2008). Reviewing the literature reveals 

authors suggesting a board with regular meetings creates a better opportunity 

to manage firms’ operations, leading to better consideration of sustainability 

issues essential for both internal and external stakeholders for its initiatives 

(Giannarakis, 2014).  

Prior studies have also concluded with mixed results regarding the relationship 

between the frequency of board meetings and financial performance. For 

example, although Hussain, Rigoni and Orij (2018) found a positive 

association between frequent board meetings and sustainability performance, 

Vafeas (1999) stated there are no conclusions regarding the impact of the 

frequency of board meetings on the firm's non-financial performance. 

 
Since sustainability activity is a combination of corporate operations, 

sustainability strategy and policy, elements are debated in every board 

meeting and are the focus of a sustainability committee agenda. The regularity 

of meetings has been related to higher-quality reporting and monitoring, which 

directly feeds into a firm’s legitimacy (Zaman, Hudaib and Haniffa, 2011).  

 
Overall, this section has identified that previous studies on board 

characteristics have largely found a positive relationship between frequent 

committee meetings and sustainability practices. This ensures legitimacy and 

provides the basis for proposing a positive relationship between board meeting 

frequency and ESG performance. The next study hypothesis therefore aligns 

with those studies that find a positive relationship between the number of 
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board meetings and sustainability practices (Jizi et al., 2014; Jizi, 2017; Ricart, 

Rodríguez and Sánchez, 2005; Hussain, Rigoni and Orij, 2018) and with 

Legitimacy Theory: 

 
H4: Frequent committee meetings have a positive effect on the total level of 

ESG sustainability performance.  

H4a: Frequent committee meetings have a positive effect on environmental 

sustainability performance. 

H4b: Frequent committee meetings have a positive effect on social 

sustainability performance. 

H4c: Frequent committee meetings have a positive effect on governance 

sustainability performance. 

 

3.6.3 Committee independence  

The idea of having independent directors goes back to Jensen and Meckling 

(1976). Independent directors are selected from outside, and fundamentally 

they should not have any material affiliation with nor be employed by the firm. 

Independent directors' appointment should be based on their outstanding 

expertise, experience, knowledge, and qualifications (Dalton and Daily, 1999). 

The main reason for having independent members on the board is 

representing and protecting stakeholders’ interests (Cucari, Esposito De Falco 

and Orlando, 2018).  
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Roberts,  McNulty,  and Stiles (2005) note that having external directors in the 

boardroom may enhance a firm’s performance and investors’ confidence and 

provide reliable judgment on internal directors’ performance. Likewise, 

Hanniffa and Cooke (2005), when describing from the stakeholder 

perspective, suggest a high ratio of Board independence minimises conflict of 

interests among stakeholder bodies.  

 
Independent directors play a crucial role in increasing corporate financial and 

non-financial performance (Liang, Xu and Jiraporn, 2013). In recent decades 

scholars and regulatory bodies worldwide are paying much attention to their 

role, particularly through corporate governance regulations (Johanson and 

Østergren, 2010; Chapple, Chen, and Zhang 2017). 

 
According to some scholars, independent directors influence a more 

significant monitoring role, reduce managerial opportunism and ensure 

stakeholders’ interest is protected (Jensen and Meckling, 1976; Fama and 

Jensen, 1983; Allegrini and Greco, 2013). 

 
Furthermore, Ramdani and Witteloostuijn (2010) suggest top managers such 

as CEOs are individualistic, opportunistic, and self-serving and argue that 

outside directors' more significant presence will help promote the firm’s 

reputation and achieve better financial performance.  This can be understood 

when seen through the RDT lens, as it suggests that outside directors can 

contribute to decision-making within the board due to their differences in 

personal styles, skills, and business knowledge, thus mitigating for more 
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insular opinion possibly seen in internal directors (Hambrick and Mason, 

1984). 

 
When viewed through the lens of legitimacy theory, independent directors 

bring outside influence and perspective, not only from other (even competing) 

businesses but also from the community itself. This broadens the pool of ideas 

to assist the board’s development of strategy and demonstrates the interlock 

contract between society and companies; this becomes crucial in bridging the 

linkages affecting the information that is transmitted across interlocked firms 

and indeed society (Shropshire, 2010). 

 
More importantly, Wu (2009) explained that a high level of independent board 

members refers to good corporate governance characteristics. The ‘good 

board’ might be proficient at monitoring the firm and management team. It also 

improves the convergence of interest between shareholders and managers, 

which more likely leads to better firm outcomes (Prabowo, 2010).  

 
When sustainability mechanisms and outcomes are explored alongside the 

presence of independent directors’ presence on the board, there are mixed 

findings. Some yield positive findings, such as a study by Jizi et al. (2014). 

They noted that independent boards are actively involved in CSR reporting to 

advance stakeholders’ interests. Independent directors could encourage 

management activities to achieve long-term goals and higher openness levels 

(Cheng and Courtenay, 2006; Ahmed, Hossain and Adams, 2006).  
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According to a study by Cheng and Courtenay (2006), higher voluntary 

disclosure levels are seen in corporations with a higher ratio of external 

directors on the corporate board. Furthermore, Ibrahim et al. (2003) found the 

benefits of having adequate numbers of independent directors include 

motivating firms to act more toward social responsibility and voluntary 

disclosure and increasing the level of sustainability investment in initiatives 

such as energy efficiency.  

 
This is a central notion in legitimacy theory, as the community will benefit from 

their CSR and regulatory authorities will be able to monitor this through CSP 

activity. Ibrahim et al. (2003) argue that having a good number of independent 

directors may represent one way for sustainability committees to be more 

engaged in a voluntary disclosure.  

 
Jensen (1993) proposed the efficiency of a board’s monitoring duty is based 

on the ratio of board independence of management, where such 

independence is wanted by the management structure and the 

representatives of external directors. Independent directors of the corporate 

board positively act on improving sustainable initiatives and influencing 

voluntary disclosure transparency (Ho and Wong, 2001).  

 
In addition, Kock, Santaló and Diestre (2012) stated that since external 

directors are not employed by the company and do not have any financial 

interest, it gives a better opportunity to monitor managers’ actions on carbon 

initiatives along with continuing development of carbon plans, which will 
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ultimately reduce climate-related risks and improve long-term shareholder 

value of a corporation. 

 
Haque (2017) conducted a study adopting firm’s fixed effect model to analyse 

data from 256 non-financial UK firms for the period 2002 to 2014. The study 

concluded that having more independent directors on a board has a positive 

association with carbon reduction initiatives and improves observation of 

management actions on environmental issues. 

 
In a similar vein, Hussain Rigoni and Orij (2018) using a sample of 152 US 

companies from the High-Performance Global Fortune 2013 list covering the 

period of 2007 to 2011, found that board independence positively impacts 

environmental and social performance. In another study, Wang et al. (2017) 

examined Taiwan 50 Index-listed companies between 2010 – 2013. The 

results demonstrate that independent directors positively relate to the 

disclosure of sustainability reporting.  

 
Likewise, Jo and Harjoto (2011) investigated the impact of external corporate 

governance mechanisms on social responsibility. The sample consisted of 

2952 companies in Standard & Poor’s 500 from 1993 to 2004.  The study 

found that independent directors positively impact corporate social 

responsibility related to sustainability reporting. Other empirical studies have 

also established that a higher ratio of outside directors significantly influences 

social and environmental disclosures (Mallin and Michelon, 2011; De Villiers, 

Naiker and Van Staden, 2011; Liao, Luo and Tang, 2015). These disclosures 
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include gender diversity, board independence, environmental committee and 

greenhouse gas disclosure.  

 
Similarly, Dunn and Sainty (2009) explored the impact of board independence 

on corporate social performance and financial performance. Their study was 

based on 104 Canadian firms and found no relationship between Board of 

Directors with a shareholder orientation and strong social performance. The 

more independent the Board, the more apt the firm will be to score highly as a 

socially responsible firm. 

Shareholder orientation has been described by Yang and Modell (2015) as 

being driven by protagonists of Agency Theory, whereby the company’s 

corporate governance structure favours maximising shareholders’ profit. An 

alternative approach is stakeholder orientation, whereby stakeholders play a 

role in corporate decision making. However, Yang and Modell (2015) suggest 

that although firms are increasingly paying attention to their stakeholders and 

attempting to enhance their social performances, there are grounds for 

scepticism due to factors such as greenwashing. 

 
Another study which examined board composition and CSR was conducted 

by Zhang et al. (2013). Using a longitudinal sample of 500 of the largest firms 

listed on the U.S. stock exchanges and 64 different industries, the study 

demonstrated that firms whose independent directors attend regularly and do 

not miss board meetings obtained better CSR performance, particularly when 

compared within a firm’s industry group. 
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Other studies have shown a negative relationship between having 

independent directors on the board and sustainability. García‐Sánchez and 

García‐Meca (2018) conducted an empirical study to investigate how 

independent directors behave concerning sustainability disclosure.  Their 

study was based on a large sample of 2185 firms from 24 developed countries 

(Australia, Belgium, Canada, China, Denmark, Switzerland, Russia, Finland, 

Hong Kong, Luxembourg, Netherlands, Sweden, Singapore, UK, US, Japan, 

Italy, Ireland, Norway, New Zealand, France, South Korea, Germany Spain) 

for the period 2006–2015. Data was collected from Thomson Reuters Eikon 

and Ethical Investment Research Service. This research demonstrates that 

independent directors show an initial opposition to this voluntary disclosure 

policy unless there is a higher socially responsible performance. 

 
Interesting findings were presented in a study examining the presence of 

Independent Directors on Boards was carried out by Sundarasen, Je-Yen and 

Rajangam (2016). A self-reported study involving 450 companies in Malaysia 

in the 12-month period between 2011-2012 found that the presence of 

independent directors on boards hurts social and environmental disclosure. 

The authors offer several explanations for why empirical evidence from this 

study finds a negative association between the two variables.  

 
Firstly, independent directors may not have the right expertise and 

understanding of the firm. Secondly, the industry and cultural context may 

explain why independent directors do not influence the firm’s non-financial 

performance, particularly when family members control companies. They 

suggest family businesses are more connected to communities and have a 
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better understanding of the CSR consequences compared to independent 

directors. Lastly, they suggest independent directors are more focused on 

financial outcomes. Therefore, they may try to curb the family business's CSR 

tendencies. 

 
While some studies have also reported an insignificant relationship between 

the non-executive and independent directors on boards and sustainability 

matters (Allegrini and Greco, 2013; Michelon and Parbonetti, 2012; Harjoto, 

Laksmana and Lee, 2015), others have found a negative connection between 

the presence of independent directors and sustainability.  

 
For example, García-Sánchez, Suárez-Fernández and Martínez-Ferrero, 

(2019) carried out empirical research to examine the association between 

outside directors and CSR. Their study was based on a sample of 273 firm-

year observations for the period 2006-2014 from 12 countries (i.e., Canada, 

France, Germany, Hong Kong, Japan, Luxembourg, the Netherlands, 

Singapore, Spain, Switzerland, the United Kingdom and the United States) 

and found a negative association between board independence and CSR 

transparency practices in companies with non-assurance reports. 

 
In an earlier study, Hanniffa and Cook (2005) investigated the influence of 

governance characteristics on social disclosures. Their study was based on 

139 non-financial firms annual report from 1996-2002, and the study 

concluded there is a negative link between independent directors and 

corporate social disclosure in Malaysia.  
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Furthermore, Ortiz-de-Mandojana et al. (2012) examined whether outside 

directors enable or inhibit a firm’s adoption of a proactive environmental 

strategy. The study comprised 102 investor-owned US electric utilities, the 

whole population of investor-owned US utilities identified in the 2005 

Emissions and Generation Resource Integrated Database. The results of their 

study revealed that independent directors do not support or influence firms 

with green equipment suppliers on a proactive environmental strategy. The 

main reason that director interlocks do not support companies with green 

equipment suppliers may be due to a small percentage of director interlocks 

with this sample sector. 

 
In a study of the relationship of board composition, leadership and structure 

on sustainability disclosure, Michelon and Parbonetti (2012) found that the 

presence of independent directors on a board is unrelated to sustainability 

disclosures since they may proxy for the board's oversight/monitoring role. 

They suggest that further research is needed to “go beyond the narrow and 

traditional distinction between insider and independent directors [by] focusing 

on the specific characteristics of each director” (2012, p.500). 

 
Similarly, Frías-Aceituno et al. (2013) studied 568 non‐financial multinational 

firms for the period 2008-2010 from 15 countries, from Anglo-Saxon, Germanic 

and Latin regions. The study aimed to examine the corporate board's role in 

the dissemination of integrated corporate social reporting. The results show 

that outside directors' more significant presence does not seem to favour 

integrating corporate information (a process that would benefit decision‐

making by stakeholders).  
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Other scholars also do not support an independent board (e.g., Davies, 

Schoorman and Donaldson, 1997; Glinkowska and Kaczmarek, 2015). 

Internal directors could be more experienced, take responsibility, be more 

willing to share skills and knowledge with fellow members, and be more 

trustworthy (Chen, Cheng and Wang, 2015; García‐Sánchez and Martínez‐

Ferrero, 2017). This is an example of legitimacy theory as being trustworthy 

improves a firm’s legitimacy with stakeholders and regulatory authorities 

(Haffar and Searcy, 2018). 

 
Another element of this is that internal directors are said to have a better 

understanding of their firm’s operation, which allows the board to make more 

accurate and useful strategic decision-making compared to external directors 

who have little direct involvement with firms’ activity (Ortiz‐de‐Mandojana and 

Aragon‐Correa, 2015; Stacchezzini, Melloni and Lai, 2016). As a result, RDT 

may suggest that internal directors should dominate corporate boards leading 

to increased firm performance (Lee, Kwak and Park, 2017).  

 
This study builds on the argument that a firm’s sustainability strategy and 

decisions regarding tackling environmental and social issues involve a more 

significant investment, often problematic. For example, Post, Rahman and 

Rubow (2011) reported that independent directors pay attention to 

investments in environmental issues.  

 
Ong and Djajadikerta (2017) revealed independent directors tend to consider 

a long-term investment in sustainability innovation. Besides, Liao, Luo and 

Tang (2015) noted there is a conflict of interest among stakeholders’ groups 
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with sustainability investment; there are groups of stakeholders concerned 

about the environment and the social issues, and at the same time, there are 

groups of stakeholders whose focus is on financial returns. 

 
In summary, previous literature and the arguments of RDT suggests benefits 

for a firm’s environmental and social performance in the presence of external 

directors (Shaukat, Qiu and Trojanowski, 2016). Independent directors’ 

influence is associated with human and social capital (Chen, Crossland and 

Huang, 2016; Nielsen and Nguyen, 2009); based on this, the fifth set of 

hypotheses are suggested as follows:   

 
H5: There is a positive relationship between independent members on the 

sustainability committee and the total ESG sustainability performance level.  

H5a: There is a positive relationship between independent members on the 

sustainability committee and environmental sustainability performance. 

H5b: There is a positive relationship between independent members on the 

sustainability committee and social sustainability performance. 

H5c: There is a positive relationship between independent members on the 

sustainability committee and governance sustainability performance. 

 
Furthermore, this research study will investigate the impact of sustainability 

committee chairperson position on the ESG, and the following hypothesis are 

suggested. 

H6: A Positive relation is predicted with independent committee chairperson 

position and ESG sustainability performance.  
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H6a: A Positive relation is predicted with independent committee chairperson 

position and environmental sustainability performance.  

H6b: A Positive relation is predicted with independent committee chairperson 

position and social sustainability performance.  

H6c: A Positive relation is predicted with independent committee chairperson 

position and governance sustainability performance. 

3.6.4 Sustainability committee demography  

This section will shed light on the association between board demographics 

and CSP in detail. Corporate board diversity includes gender, age, ethnicity, 

and educational level that are vital to research phenomenon within the broad 

literature on board composition (Rao and Tilt, 2016).  

 
The following section examines the association between board diversity and 

CSP; this section's primary purpose is to explore how generational diversity 

affects CSP through ESG. To clarify the answer to this question, how board 

members’ abilities influence strategic decision-making based on various 

diversity variables, three different board diversity measures are explored: 

gender, age, and educational level.  

 

3.6.4.1 Gender diversity 

This section focuses on the presence of women on the board. According to a 

corporate governance perspective, board diversity helps the corporation 

influence non-financial performance (Birindelli et al., 2018; Biswas, Mansi and 
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Pandey, 2018). Authors such as Lückerath-Rovers (2013) and Bakar, Ghazali 

and Ahmad (2019) have advocated for female directors' presence; this 

represents one of the significant elements of diversity and allows firms to 

achieve their goals.  

 
Adams (2016) suggested that women directors on the board could improve 

corporate societal outcomes; this is also a central tenet of legitimacy theory, 

as such results improve a firm’s legitimacy by demonstrating congruence with 

societal standards, beliefs and values (Hesseling, 2017).  

 
Increasing pressure from stakeholders for better corporate board diversity and 

good corporate governance practice started in the aftermath of the 2008 global 

financial recession. To answer the call from stakeholder-demand, six nations 

in Europe (Norway, Finland, Iceland, Belgium, the Netherlands, and Italy) have 

adopted binding quotas to encourage and improve diversity on the corporate 

board (Smith, 2014).  

 
From the legitimacy theory perspective, corporate governance favours more 

board directorships for women (Isidro and Sobral, 2015). This is reflected in 

company and civil law that legislates for a percentage of women on Boards 

(see Davies Report, 2011, 2015; European Commission, 2014; Higgs Report, 

2003) and also from the UN 2030 Agenda, which advocates for women’s 

representation at senior levels (UN, 2015).  

 
In fact, the European Commission (2012, 2014) set targets for women on 

boards, noting that women in decision-making roles on the Board positively 
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affect the quality of ethical behaviour in companies. Thus, by having 

representation on the Board, a company is more likely to be perceived as 

legitimate.  

 
From a RDT perspective, studies have demonstrated representation from 

female directors improves firms’ long-term sustainability, including CSR 

reporting (Helfaya and Moussa, 2017). Hillman and Dalziel (2003) stated that 

the board of directors has two primary functions: first monitoring, and secondly, 

access to resources. Adams and Ferreira (2009) argued that women's 

presence in the corporate board improves the monitoring systems because 

they suggest women are more committed to their duties and responsibilities 

and have better attendance than male directors. Therefore, firms with more 

female directors can enhance these functions' fulfilment and result in 

increased firm value. 

 
Gul, Srinidhi and Ng (2011) argued that corporate boards with more female 

directors might improve the quality of board effectiveness and the board's 

exceptional ability to offer better corporate disclosure reporting (Lai et al., 

2017). There is a call from regulatory authorities, the UN and stakeholders for 

a higher representation of female directors (Terjesen, Couto and Francisco, 

2016).  

 
The valid argument from corporate governance is women being in the 

boardroom as equal and active partners involved in strategic decision making 

(Filip, Labelle and Rousseau, 2015). Some developed countries such as 

France, Italy, Norway, and Spain are already enforcing firms to have at least 
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25% female directors in moves known as the ‘‘feminisation’’ laws (De Beaufort 

and Summers, 2013). 

 
Firms are ethically and morally responsible for reducing gender discrimination 

through encouragement and social equality for women in joining the labour 

force (Bernile, Bhagwat and Yonker, 2018; Villiers, 2010; Mathisen, Ogaard 

and Marnburg, 2013). This recommendation might elucidate why firms with 

different boards in some situations achieve better results and make better 

decisions (Gordini and Rancati, 2017; Goyal et al. 2021). 

 
Social inequality, such as lack of females in top managerial positions, has 

created renewed awareness of sustainability issues (Huse, Nielsen and 

Hagen, 2009). Women directors’ representation and involvement can promote 

more informed decisions and thinking, raising important questions and 

bringing different ideas to the boardroom than all-male boards (Rose, 2007; 

Burke and Mattis, 2013). In a similar vein, Eagly, Johannesen-Schmidt and 

Van Engen (2003) noted female directors might bring different features to the 

boardroom, where they seem to have a more participative, democratic 

leadership style and are willing to share skills and knowledge.  

 
Some authors, such as Kennedy and Kray (2014) have examined gender 

differences, finding substantial differences in ethical behaviour between 

female and male directors. Female directors are more morally aware, but they 

appear to ruminate more than their male counterparts during strategic 

decision-making (Knippen, 2014). This suggests the advantage of board 
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diversity allows for better decision making that is more ethical compared to 

strategic planning confirmed by boards comprising all-male directors. 

 
Another characteristic was discussed by Hillman (2015), who argued that 

women are more curious and suspicious during recruitment and appointment. 

According to Cucari, Esposito De Falco and Orlando (2018), corporate 

boardrooms with more female directors are more willing to act and consider 

environmental and social issues than firms with a smaller percentage or no 

women on the board. Daily and Dalton (2003) argued that corporate 

boardrooms with a high ratio of female directors are expected to operate 

effectively and meet all stakeholders' expectations.  

 
Whereas this can be seen as following stakeholder theory recognising women 

directors as stakeholders in the firm and having a crucial role in helping firms 

implement sustainability policies (Uribe, Ortiz-Marcos and Uruburu, 2018), it 

also confirms legitimacy through meeting the legislative demands of number 

of women on the board, which is supported by RDT.  

 
When Bakar, Ghazali, and Ahmad (2019) suggested that board diversity 

becomes a mechanism for minimising environmental interdependence issues 

their results suggested that female board members bring unique perspectives 

and appear to influence sustainability positively. In fact, many countries in 

Europe and elsewhere have during the last 15 years begun to introduce 

mandatory regulations to increase the number of women on boards; this 

acknowledges and indeed increases the role women directors can play in the 

boardroom. (Gabrielsson, Khlif and Yamak, 2019).  
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In fact, Gabrielsson, Khlif and Yamak (2019, p.276) go on to state "increasing 

the number of women on corporate boards may influence the functions of the 

boards and consequently the operations and performance of companies". 

 
Many studies have investigated the impact of board diversity on financial 

performance and reporting. However, a limited number of studies have 

examined the effects of women directors in non-financial performance (Rao 

and Tilt, 2016). A recent study was carried out by Ben-Amar, Chang and 

McIlkenny, (2017). Their study was based on a sample of listed Canadian 

companies for the period 2008-2014, and findings reveal that woman on 

boards influence firms’ voluntary disclosure of climate change information 

regarding greenhouse gas emission levels and reduce their carbon footprint. 

 
A similar study by Setó-Pamies (2015) based on 94 firms from the database 

Global 100 Most Sustainable for the year 2011 indicated CSR improves with 

board gender diversity; in other words, there is a positive association between 

board gender diversity and CSR. Additionally, Shaukat, Qiu and Trojanowski, 

(2016) and Jizi, (2017) also found a positive correlation – they stated that 

corporations with more women directors are expected to advance a proactive 

and comprehensive board CSR strategy and boost CSR reporting legitimacy.  

 
Shoham et al. (2017) explained that the main reason for such a strong positive 

association between gender diversity and social and environmental 

performance is women directors’ expression to take a broader perspective 

because of attentive concerns about others.  
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Moreover, García-Sánchez et al. (2019) investigated the association between 

gender diversity and sustainability using an international sample of 273 firm-

year observations from 2006 to 2014 from different sectors (i.e., automobiles 

and components, capital goods, consumer durables and apparel, consumer 

services, diversified financial services, energy, food and staples retailing. food, 

beverages and tobacco etc.). They found that the presence of female directors 

was likely to give more congruent sustainability reporting. In other words, there 

is a lower level of impressions management, and the board offers more reliable 

information in their sustainability reports.  

 
Likewise, Kassinis et al. (2016) investigated the influence of gender diversity 

on environmental sustainability. The study focused on the data of US 

companies whose shares were traded on the New York Stock Exchange and 

NASDAQ; the data represents 296 firms over the period 2008-2012. The data 

about environmental and gender performance was collected from Thomson 

Reuters’ ASSET4 database. The study found that ‘structural’ gender diversity 

is a significant predictor of a firm’s environmental sustainability initiatives, and 

the study concluded that gender diversity is a sustainability matter.  

 
Structural diversity in this instance relates to how the board is organised and 

is measured not just by how many people on the board are women but at what 

level of the hierarchy do women sit at compared to men, what organisational 

affiliations, roles, or positions can they add to the board (Jizi, 2017). 

Demographic diversity relates to individual characteristics such as age, 

gender, ethnicity - not the skills and expertise they bring (ibid). 
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Similarly, Al-Shaer and Zaman (2016) carried out an empirical study 

investigating the relationship between gender diversity and sustainability 

reporting. The study was based on the 333 company from FTSE 350 for the 

year-end 2012 in the UK and found gender diversity positively influences 

sustainability reporting quality. The results were certified through the lens of 

the stakeholder theory framework, favouring corporate board diversity.  

 
In a similar vein, Post, Rahman, and McQuillen (2015) examined the 

association between women representatives on boards and specific strategic 

behaviours (e.g., formation of renewable energy alliances). The study was 

based on 36 oil and gas firms from the USA over the period 2004-2008 and 

concluded that the higher the ratio of females on corporate boards, the more 

the firms' possibility to organise sustainability alliances.  

 
In addition, Shoham et al. (2017) explored whether the proportion of female 

directors in the boardroom influences firm attitude towards environmental 

sustainability. GRI was used to measure companies’ environmental issues in 

its sustainability report, and their sample consisted of 4500 companies in 52 

industries and 71 countries representing a range of cultures and both 

developed and developing economies for the period 2007-2013. They adopted 

grammatical gender marking, a unique approach to measuring women‐

oriented cultural effects. This technique allowed the researchers to study the 

impact of gender of directors on companies’ attitude towards environmental 

sustainability and their results confirmed that the presence of even one woman 

on the board encourages companies to be significantly more proactive in 

environmental sustainability, regardless of the local culture. Their 
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methodology also enabled the authors to unpick language-based rationale for 

why women might not be interested in Board appointment in some cultures, 

as grammatical gender markings in a language discourage women from 

applying [to a male-oriented role]. 

 
When Katmon et al. (2019) investigated the association between wide-ranging 

board diversity and CSR quality, they measured CSR using employee, 

environmental, community and product-related variables. The study tested 

hypotheses based on 200 listed firms in Bursa Malaysia (Stock Exchange) 

over 2009–2013 and their findings suggested that gender diversity positively 

influences CSR disclosure quality, which is consistent with their hypotheses. 

However, opposing findings have also been published.  

 
For instance, these assumptions are not reflected in the study conducted by 

Handajani et al. (2014) who investigated the impact of board diversity on 

corporate social disclosure; the board diversity is proxied by several women in 

the boardroom and corporate social disclosure measured using CSR index 

indicators of GRI. The study was based on 152 public companies listed in 

Indonesia over the period 2010 to 2012. Findings suggest that board gender 

diversity has a significantly negative effect on corporate social disclosure. 

They also indicate that where there are few females represented in the 

boardroom with limited knowledge or experience, they cannot influence or 

motivate firms to act ethically, including in their CSR strategy, which can have 

a negative impact on CSP. 
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In a similar vein, Prado-Lorenzo and Garcia-Sanchez (2010) studied a sample 

of 283 companies from the FTSE Global Equity Index Series and the Global 

500. Their research did not find any effect of gender diversity in the boardroom 

on greenhouse gases.  

 
Another study conducted by Cucari, Esposito De Falco, and Orlando (2018) 

examined the impact of diversity of BoD on ESG disclosure. The data set 

includes ESG data for more than 54 Italian companies listed on the Milan 

Stock Exchange. ESG was collected from data on Bloomberg’s ESG 

disclosure ratings on the date of analysis over 2011–2014. The study 

concluded that women on BoDs are negatively correlated with ESG disclosure 

and contribute to lower ESG disclosure, and they suggest this because the 

trend of female contribution in Italian BoDs was still moderate at that time. 

However, it may be that the direction will change as in other contexts 

(Sánchez-Teba, Benítez-Márquez and Porras-Alcalá, 2021). 

 
Giannarakis (2014) stated that being a female director does not essentially 

mean having different results, which suggests it may not be Board gender 

diversity that influences ESG disclosure level and supports the decision to 

choose diversity on the sustainability committee for further investigation 

According to Jain and Jamali (2016) and Cuadrado‐Ballesteros, Martínez‐

Ferrero and García‐Sánchez, (2017), the association between women 

directors and CSR behaviour is complicated. They suggest this is because a 

female director has different characteristics, not only her gender but also 

authentic experience or knowledge, to be a director or a non-executive 

director.  
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Likewise, Galbreath (2011) conducted an empirical study based on 200 firms 

from the Australian Securities Exchange for 2004. The study aimed to 

investigate whether female directors' availability influences corporate 

sustainability. It concluded that female directors are not significantly 

associated with environmental quality in the firms but affect social 

responsiveness and economic growth.  

 
Female directors in the boardroom add unique and different perspectives, and 

women tend to understand non-profit and community-based organisations, 

whereas male directors lean towards traditional business corporations 

(Hillman, Cannella Jr and Harris, 2002). It has been suggested that the primary 

explanation for the presence of women in the boardroom not having an impact 

on environmental issues was because the problems associated with the 

natural environment including climate change and minimising carbon 

emissions tend to be related with pure science, the innovation of new 

technology and developing engineering processes (Mann and Jones, 2003; 

Sharma and Henriques, 2005). 

 
Based on those claims, Singh, Terjesen and Vinnicombe (2008) suggested 

that male directors may have a deeper understanding of natural environmental 

science, have degrees and more experience and knowledge of technical 

disciplines and engineering. However, those views are contentious for many 

reasons, mainly due to women's growth in STEM subjects. In 2009 only 17% 

of UK graduates in engineering were women compared to almost 22% in 2018; 

in the US in the same year, 75% of the sciences workforce are women (Wall, 

2019). 
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Giannarakis (2014) explored the impact of female directors on the extent of 

CSR disclosure; the data was collected from 336 US companies listed from 

Fortune 500 for the year 2011.  

 
In contrast to the hypothesis (that having more female directors in the 

boardroom improves ESG disclosure), their study found female directors do 

not significantly influence the level of CSR disclosure. This is explained as 

being related to the fact that women’s characteristics and experience being 

different does not mean their outlook will be, a finding supported later by 

Cuadrado‐Ballesteros, Martínez‐Ferrero and García‐Sánchez, (2017). 

 
As seen in this review of recent empirical studies, there is a mixed association 

between gender diversity and financial and non-financial performance. For 

example, Biswas, Mansi and Pandey (2018) found that board gender diversity 

positively influences social and environmental performance. Additionally, Liao, 

Luo and Tang (2015) argue that women are socially, culturally and traditionally 

different from men and bring unique perspective to Board deliberations.  

 
In contrast, Muttakin, Khan and Subramaniam (2015) found a negative 

relationship between gender diversity in the boards and CSR disclosures 

published by companies. Moreover, Rao and Tilt (2016) do not see any 

significant association between female board presence and firms' social and 

environmental information.  

 

Therefore, based on the conclusion from existing studies, RDT and legitimacy 

theory, this thesis predicts that corporate boards with three or more female 
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directors on their boards and sustainability committees with a female chair are 

expected to influence their CSP. Thus, the seventh and eighth set of 

hypotheses are proposed, as follows: 

 
H7: There is a positive relationship between the higher proportion of female 

directors in the sustainability committee and the total level of ESG 

sustainability performance.  

H7a: There is a positive relationship between the higher proportion of female 

directors in the sustainability committee and environmental sustainability 

performance. 

H7b: There is a positive relationship between the higher proportion of female 

directors in the sustainability committee and social sustainability performance. 

H7c: There is a positive relationship between the higher proportion of female 

directors in the sustainability committee and governance sustainability 

performance. 

 
H8: A Positive relationship is predicted with a female committee chairperson 

and ESG sustainability performance.  

H8a: A Positive relationship is predicted with a female committee chairperson 

and environmental sustainability performance.  

H8b: A Positive relationship is predicted with a female committee chairperson 

and social sustainability performance.  

H8c: A Positive relationship is predicted with a female committee chairperson 

and governance sustainability performance.  
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3.6.4.2 Age diversity  

This section of the thesis compares studies that empirically examined the 

relationship between age diversity characteristics and CSP. The literature of 

age diversity within the board of directors has increasingly gained attention, 

particularly regarding its financial and non-financial performance (Post, 

Rahman and Rubow, 2011). Existing studies concluded with mixed results 

regarding the association between age diversity and firm performance. There 

is no unanimous agreement among the scholars debating either age diversity 

or having one age group regarding board decision-making (Rao and Tilt, 2016) 

because age diversity has been measured differently; for example, it could be 

treated as separate or seen as variety or disparity (Petersson and Wallin, 

2017).  

 
There is limited empirical study investigating age diversity related to 

sustainability performance (Cucari, Esposito De Falco and Orlando, 2018; 

Khan, Khan and Saeed, 2019; Ali, Ng and Kulik, 2014). Still, diversity can be 

treated as unit-specific and can be defined as "the distribution of differences 

among the members of a unit concerning a common attribute" (Harrison and 

Klein, 2007, p.1200). 

 
Moreover, Hafsi and Turgut (2013) and Bekiroglu, Erdil and Alpkan (2011) 

stated it is essential that the corporate board membership is composed of 

multi-age groups. They found older directors are more concerned about 

society's welfare, while younger directors lean towards environmental and 

social issues as a matter of logic and principle. In a similar line, Rao and Tilt 
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(2016) argued that both older directors with more experience and younger 

directors with fresh energy and alertness are crucial in the boardroom process; 

it may lead to better financial and non-financial performance.  

 
According to corporate governance framework, age is related to management 

behaviour, and eagerness and openness to new innovative, ideas regarding 

board functioning (Westphal, 1999). Moreover, the different age groups have 

a definite impact on the philanthropic decision (Post, Rahman and Rubow, 

2011). 

 
Khan, Khan and Saeed (2019) point out that age diversity improves the board 

of directors' effectiveness and helps achieve better performance. Additionally, 

boards of directors must have different age groups allowing the transfer of 

experience from older directors to newer generations (Ali, Ng and Kulik, 2014). 

Since age is considered as human capital, age can reflect an understanding 

of risk‐taking behaviour (Sonnenfeld, 2002; Darmadi, 2011). 

 
However, Liu and Zeng (2017) stated a corporate board with more age 

diversity, could lead to many issues. For example, they suggest board 

members' heterogeneity becomes critical to board debate as the potential for 

conflict increases meaning cooperation may be impossible to manage. 

 
There are limited empirical studies that have examined the impact of age 

diversity within the board of directors on CSP. Further study will develop new 

paradigms and approaches to explain how it may affect sustainability and CSR 

performance (Ferrero-Ferrero, Fernández-Izquierdo and Muñoz-Torres, 
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2015a). Liu and Zeng (2017) pointed out that stakeholders consider a board's 

age diversification to lead to new thoughts about sustainability issues. This 

started with studies that found a positive relationship between age diversity 

among board members and non-financial performance.  

 
Ferrero-Ferrero, Fernández-Izquierdo and Muñoz-Torres (2015b) carried out 

an empirical study representing 146 companies from FTSE 100 for the year-

end 2009. The study suggested that the board of directors' age diversity 

encourages firms to implement a sustainable approach to their activities. Hafsi 

and Turgut (2013) investigated the relationship between age diversity and 

corporate social performance. The population for this study consists of 100 

firms listed in the S&P 500 index for 2005. The research shows a rich set of 

relations between age diversity among boards and corporate social 

performance.  

 
Another study by Goergen, Limbach, and Scholz (2015) examined the 

relationship between age diversity and board effectiveness and financial 

performance. The study was based on 165 companies from German stock 

exchange for the period 2005-2010 and concluded a positive relationship 

between age diversity and board effectiveness and performance.  

 
Similarly, Post, Rahman and Rubow (2011) investigated the association 

between boards and environmental CSR composition. The sample consists of 

the 49 electronics firms found in the 2006 list of Fortune 1000 firms and the 40 

chemical firms found in the 2007 list of Fortune 1000 firms. The study indicated 
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older directors are sensitive to moral issues while younger directors have more 

concerns about environmental issues. 

 
In contrast, Bakar, Ghazali and Ahmad (2019) conducted an empirical study 

to examine whether age diversity of the board improves firms’ strategies and 

decision-making process toward sustainability. The study was based on the 

top 100 Malaysian listed companies for the year ended in 2016 and concluded 

that there is no significant difference in the mean score of sustainability 

reporting.   

Liu and Zeng (2017) investigated 305 Chinese listed companies for the period 

2010 to 2014 and examined the impact of age diversity on CSR.  The results 

show that age diversity is negatively related to CSR performance because age 

diversity reduces the implementation of CSR. They suggest a levelling of age 

range between board members should be conducted when board diversity 

reforms are implemented.  

 
 
Cucari, Esposito De Falco, and Orlando (2018) examined the impact of age of 

board members on ESG disclosure. The data set includes ESG data for more 

than 54 Italian companies listed on the Milan Stock Exchange. Data regarding 

ESG has been collected from Bloomberg’s ESG disclosure over the period 

2011–2014. The study suggested the board’s average age does not affect 

ESG disclosure. The coefficient of board age is found negative but not 

significant.  They offer little in the way of explanation, stating “The results 

hence indicate that firms with a better ESG score do not necessarily have an 

older board” (p. 262) suggesting this is an area that merits further research. 
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Shehata, Salhin and El-Helaly (2017) carried out an empirical study 

investigating the association between board diversity and firm performance in 

small- and medium-sized enterprises in the UK. The sample of study 

comprises of 34,798 companies for the period from 2005 to 2013. The results 

revealed a significant negative relationship between age diversity and financial 

performance. 

 
Li et al. (2011) suggested that age diversity on the board would be a 

combination of older and younger board members to support the company to 

perform better. Age diversity among board members has been suggested as 

vital for the firm and beneficial to society in terms of equality (Carter et al., 

2008). In a similar line, Ali, Ng and Kulik (2014) stated age diversity improves 

social justice, and regulatory bodies encourage diversity in the corporate 

boardroom. 

 
A more recent empirical study carried out by Ferrero-Ferrero, Fernández-

Izquierdo and Muñoz-Torres (2015b) investigated the relationship between 

age diversity in the boardroom and CSR performance. The study sample 

consists of 146 companies for the year 2009. The study indicated that age 

diversity improves CSR performance. 

 
Moreover, Hafsi and Turgut (2013) studied 100 companies listed in the 

S&P500 Index in 2005, they reported age diversity has a significant effect on 

social performance. In fact, an earlier study by Post, Rahman and Rubow 

(2011) had examined 78 of the Fortune 1000 companies. The study concluded 

that companies have the highest ESG level when directors, on average, are 
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56 years of age. When Mahadeo, Soobaroyen and Hanuman (2012) examined 

42 firms listed on the stock exchange in Mauritius, the result shows that age 

diversity positively influences firm financial performance.  

 
These findings are in contrast with other studies. For instance, Cucari, 

Esposito De Falco and Orlando (2018) examined 54 Italian companies for the 

period 2011–2014 and reported age of the board is not significant to ESG 

performance. Furthermore, Giannarakis (2014) argued that the board’s 

average age does not affect the extent of CSR disclosure. Moreover, Ali, Ng 

and Kulik (2014) found a negative linear relationship between age diversity 

and ROA. The finding may indicate it leads to psychological groupings of 

younger board directors and older board directors, causing negative group 

behaviours. 

 
Since there is limited empirical research available that has examined the 

members of the sustainability committee’s age and sustainability performance 

(Giannarakis, 2014), this research gap of age diversity among committee 

members and its impact on CSP merits further investigation (Kang, 2013). 

From the RDT viewpoint, board diversity including age diversity may help firms 

to establish a voluntary sustainability committee voluntary and publish 

sustainability/CSR reporting as a legitimation strategy, and there is some 

indication that board diversity enhances board effectiveness (Majeed, Aziz 

and Saleem2015).  
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Based on these mixed findings from existing studies, as well as the lack of a 

clear theoretical prediction of the direction of the relationship, the ninth set of 

hypotheses is proposed with RDT as their premise as follows: 

 
H9: A positive relationship is predicted with age diversity of the sustainability 

committee members and the total level of ESG sustainability performance.  

H9a: A positive relationship is predicted with age diversity of the sustainability 

committee members and environmental sustainability performance. 

H9b: A positive relationship is predicted with age diversity of the sustainability 

committee members and social sustainability performance. 

H9c: A positive relationship is predicted with age diversity of the sustainability 

committee members and governance sustainability performance. 

 

3.6.4.3 The education level of directors 

In this section, the researcher investigates the association between the 

educational level of directors as a proxy of the board’s characteristics and 

composition and CSP (Cucari, Esposito De Falco and Orlando, 2018). There 

are limited studies that examine the impact of directors’ education level and 

corporate performance. Therefore, there is a need to fully understand how 

corporate directors’ educational background impacts sustainability.  

 
Educational diversity is associated with the range of directors’ characteristics, 

including skills, knowledge, and teamwork that hold as a function of their 

educational background (Helfaya and Moussa, 2017). Top executives’ ability 
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is based on their education level contributing to their expertise (Dahlin, 

Weingart and Hinds, 2005). Several studies around Board characteristics 

appear to use Educational Diversity as a control variable in their methodology 

(e.g., Helfaya and Moussa, 2017; Birindelli et al., 2018; Chareonwongsak, 

2017).  

 
For instance, Khan, Khan and Saeed (2019) noted that individual directors 

with different education levels are beneficial for business performance. They 

use four category of qualification level: PhD, MS/MPhil, Diploma, and Others. 

They suggest that such diversity of knowledge and skill of the board members 

which their individual educational background affords speeds up strategic 

decision making. This finding is supported by Katmon et al. (2019) who 

suggest debate in the boardroom on issues pertinent to CSR disclosure (such 

as financial, social, and environmental operational concerns) is enhanced by 

the different educational backgrounds of directors.   

 
Likewise, Hsu, Chen and Cheng (2013) suggest educational diversity 

enhances directors’ aptitudes to process information and competence to 

identify new business operation visions and concepts. Prior research built on 

the upper echelon’s theory suggested that top executives' attributes, for 

example, educational level represents cognitive orientation, processing 

abilities, knowledge base and information, thus, influencing the company’s 

internationalisation behaviour (Herrmann and Datta, 2005). 

 
In line with this, Hambrick and Mason (1984) argue the recognised structured 

systems that when directors have attained a higher educational level their 

cognitive ability is improved. In the same vein, corporate directors with 
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advanced educational level strength ease risk that businesses may face and 

influence the board’s decision-making (Adnan et al., 2016). 

 
There is a lack of studies on the impact of educational background within the 

board of directors on sustainability performance. Hence, this study tries to fill 

the gap by examining the association between education and sustainability 

dimensions by reviewing existing research.  

 
Post, Rahman and Rubow (2011) carried out an empirical study to investigate 

the association between board diversity and its environmental and social 

responsibility. The study sample comprises of 41 U.S. companies listed on 

Fortune 1000 firms for 2006. Their findings indicated that board diversification 

to include higher educational level among directors as a pre-requisite for 

appointment might improve ESG performance because individual corporate 

directors with advanced education consider the environmental and social 

issues the most priority.  

 
This study brings an interesting perspective to the discussion around 

educational diversity when viewed through the findings of Nielsen et al. (2020). 

Most prior research has focused on actual (objective) diversity as seen in 

directors’ qualifications and experience listed in company profile brochures 

and annual reports, but the perception of board members’ backgrounds (such 

as education) may be a factor or determinant in the consequences of diversity. 

In other words, because somebody’s educational background isn’t 

immediately visible or apparent, their skills might not be easily identified and 

used in board decision-making. Nielsen et al. (2020) found that it becomes 
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increasingly important to recognise how ‘perceived board diversity’ influences 

team dynamics and outcomes.   

 
Objective diversity is commonly defined as “the distribution of personal 

attributes among interdependent members of the work unit” (Jackson, Joshi 

and Erhardt, 2003, p.803). Perceived diversity is seen as “perceptions of 

dissimilarity held by individual’s vis á vis others on the basis of exposure to 

others’ attitudes” (Shrivastava and Gregory, 2009 p528). If firms consider 

educational achievement during the recruitment and selection of directors to 

the corporate board, they are acknowledging the appointee’s unique insights 

are more likely to be carefully integrated in the boardroom decision-making, 

which sits firmly within the realm of RDT. 

 
In addition, Dahlin, Weingart and Hind (2005) conducted a qualitative study in 

the US during 2004 related to a seven-week introductory MBA organisational 

behaviour course. 135 learners were randomly assigned to teams completed 

four case analyses relating to organisational problems. The study concluded 

team members with MBA qualifications have positive effects on the range and 

depth of information use. 

 
The MBA qualification has featured in several studies. For instance, Huang 

(2013) examined the association between CEO demographic characteristics 

and consistency of CSR performance using a sample of 661 companies 

between 2005 and 2010. The results suggest CEOs who held advanced 

qualifications such as MBA and MSc have a significant impact on CSR 

performance. 
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Furthermore, a study conducted in 2017 by Wiengarten, Lo and Lam 

demonstrated that sustainability executive officers with MBA qualifications 

positively impact sales growth. The research investigated the impact of 

sustainability leadership on financial performance and was based on 

secondary, longitudinal data of listed companies in the US; the authors 

recommend that firms recruit directors with advanced educational background 

as it enables them to advance the company’s revenue. 

  
Valls, González‐Romá and Tomás (2016) confirmed that educational diversity 

through having directors with a range of qualifications (from undergraduate to 

post-doctoral) within the board of directors’ influences innovation performance 

under CSR and is positively related to team performance. Additionally, Harjoto 

Laksmana and Lee, (2015) and Katmon et al. (2019) reported that educational 

level diversity positively impacts CSR performance and disclosure, 

respectively. This type of diversity is measured using different criteria, but of 

note Huang (2013) and other authors specify the MBA qualification as having 

an impact on CSR performance. 

 
In contrast, Subramanian et al. (2016) conducted an empirical study to 

investigate whether various educational levels among research scientists and 

engineers influence innovation performance. The study was based on 366 

firms across different industries from Singapore for 2004-2008 and indicates 

educational level diversity is negatively related to innovation performance, 

suggesting that this is due to increased conflicts and misunderstandings when 

individuals of diverse backgrounds work together which limits the value of 

diversity. They also suggest that when the workforce of the RSEs is diverse in 
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educational levels, innovation performance is dampened, perhaps because of 

communication difficulties and status differences.  

 
This may be an example of diverse boards experiencing communication and 

co-ordination difficulties; thus, the optimal use of directors’ knowledge and 

skills is inhibited (Forbes and Milliken, 1999).   

 
Likewise, Mahadeo, Soobaroyen and Hanuman (2012) study sample consists 

of 39 publicly listed firms, 371 directors on the Stock Exchange of Mauritius, a 

developing economy. The study finds educational level diversity will result in 

lower firm performance. They suggest this is a short-term problem, as conflict 

and mismatch between the different occupational or professional values of the 

educationally diverse board appear to impinge on board effectiveness, group 

cohesion, and interpersonal communication.  

 
Interestingly, RDT suggests cognitive diversity stimulates the board and leads 

to more active boards (Ararat, Aksu, and Cetin 2010) so this may seem an 

unusual finding when seen in that context. One is left to wonder whether 

further study in a developed economy would yield similar results, as 

environmental constraint may be affecting internal organisational dynamics 

(Pfeffer and Salancik, 2003) given Mauritius’ critical climate challenges (Wong 

et al., 2012). 

 
In fact, when deliberating these mixed findings through a theoretical lens, RDT 

has much to offer the debate. Authors have suggested education level is often 

viewed as a good proxy for human capital, knowledge base, or intellectual 

competence (Crossley, Elmagrhi and Ntim, 2021). As a theory, RDT’s three 
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primary themes are environmental effects on organisations, organisational 

efforts to manage environmental constraints and how environmental constraint 

affects internal organisational dynamics (Pfeffer and Salancik, 2003). 

 
Khan, Khan and Saeed (2019) investigated the impact of board diversity on 

corporate social responsibility disclosure quality in Pakistan contexts. Their 

study was based on 86 companies listed in the Pakistan Stock Exchange from 

2010 to 2017, and results suggested a negative association between 

educational background and SCR. Reasons for their findings include weak 

governance structure, family‐owned businesses, high favouritism, and 

nepotism which reduce the quality of SCR reporting. 

 
The education level of board members has been considered as vital to 

improving CSP. Hambrick and Mason (1984) stated an individual’s cognitive 

base represents a person’s skill base, knowledge, values and cognitive 

preferences. Corporate governance code recommends individual directors to 

have qualities represented in experience and expertise about sustainability 

(Katmon et al., 2019). The educational level helps an individual improve the 

ability to process information and be eager for new ideas (Hsu, Chen and 

Cheng, 2013). 

 
There are inconsistent findings regarding the impact of educational level in the 

boardroom on CSP. Huang (2013) reported CEOs who held advanced 

qualification such MBA and MSc have a significant effect on CSR 

performance. Similarly, Wiengarten, Lo and Lam (2017) suggest that directors 

with an advanced educational background can advance its revenue.  
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In summary, this section has seen studies describing a positive relationship 

between educational diversity within the board and aspects of firms’ 

performance such as team innovation (Valls, González‐Romá and Tomás 

2016) and corporate disclosure (Harjoto, Laksmana and Lee, 2015; Katmon 

et al., 2019). Studies which suggest the opposite have been explored, such as 

Subramanian et al. (2016) found that educational level diversity is negatively 

related to innovation performance. Likewise, Hang (2016) reported that there 

is no association between academic level and innovation performance. 

Additionally, Mahadeo, Soobaroyen and Hanuman (2012) revealed that 

educational diversity would lower firm performance.  

 
This suggests there is a lack of empirical research on the impact of educational 

level on CSP. Therefore, further research is needed to uncover when and how 

diversity improves performance (Hsu, Chen and Cheng, 2013). The next 

hypothesis was developed based on the stakeholder theory perspective, that 

suggests that the level to which directors attend to stakeholder benefits is 

mainly reliant on upon the values and moral strategies of corporate directors.  

 
In addition, it accommodates the RDT framework in favour of directors with 

diverse skills that generate a greater level of commitment to CSR activities. It 

is also suggested that directors with high educational level such as master’s 

degree and above have better ability to engage, come up with new ideas and 

adopt new challenging tendencies (Beji et al., 2020). Based on these mixed 

results from existing studies, the tenth set of hypotheses are developed, as 

follows: 
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H10: Higher educational level among sustainability committee members 

improves the total level of ESG sustainability performance.  

H10a: Higher educational level among sustainability committee members 

improves environmental sustainability performance. 

H10b: Higher educational level among sustainability committee members 

improves social sustainability performance. 

H10c: Higher educational level among sustainability committee members 

improves governance sustainability performance. 
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3.7 Summary of the chapter and research gap 

This chapter has reviewed the literature on sustainability committees within 

the board of directors in order to learn how sustainability committees 

effectively contribute to CSP. Based on a thorough literature review and the 

best of available knowledge, there is a conspicuous literature gap. Many of the 

previous studies reviewed have comprehensively investigated the impact of 

sustainability committees and board characteristics on financial performance 

(Hussain, Rigoni and Orij, 2018; Birindelli et al., 2018; Biswas, Mansi and 

Pandey, 2018).   

 
Despite the large volume of existing literature which forms an important 

contribution in our knowledge regarding sustainability committees, their role 

and what they have achieved in recent years, many researchers still contend 

there is much to learn (Biswas, Mansi and Pandey, 2018; Burke, Hoitash 112 

and Hoitash, 2019; Valle, Esteban Pérez, 2019; Orazalin, 2020). Given that 

only a limited set of board processes within a sub-committee has been subject 

to empirical study, there are a number of processes which are not yet 

understood. This suggests further study is merited to examine a more 

comprehensive set of the characteristics of the committee including committee 

size, diversity in terms of age and gender composition, committee 

independence, and education level. Also, the focus of prior studies has 

examined firm financial performance while non-financial performance has 

been limited to attention paid within the context of the UK.  
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This lack of large empirical studies in the UK examining sustainability 

committee characteristics and their potential contribution to firm’s non-financial 

performance and CSP effectiveness is a gap in the research requiring 

attention. The lack of research specifically to differentiate between focused 

and non-focused sustainability committees and measuring their effectiveness 

is also a noteworthy absence in the literature. As the sustainability committee 

is a new research topic, there is no linked universal theory and many calls for 

the development of a new theoretical lens through which to study sustainability 

(e.g., Gianni, Gotzamani and Tsiotras, 2017; Crossley, Elmagrhi and Ntim, 

2021; Rezaee, 2017; Haffar and Searcy, 2018; Vitolla and Rubino, 2018; 

Khan, Khan and Saeed, 2019; Küçükbay and Sürücü, 2019; Furlan et al., 

2017; Jahn and Brühl, 2018; Omran and Ramdhony, 2015; LoMonaco-

Benzing and Ha-Brookshire, 2016).  The need for a multi theoretical approach 

in particular remains unaddressed through the review of the literature. These 

gaps in the literature have helped identify the need for the development of a 

new model to investigate the factors influencing CSP effectiveness with a 

specific focus in the UK.  

 
As discussed in this chapter, corporate sustainability theories, particularly 

stakeholder theory, RDT and legitimacy theory, may support that establishing 

a sustainability committee could influence a company's sustainability 

performance. Indeed, this study examines the characteristics of such 

committees to investigate their impact on CSP, and crucially, each hypothesis 

in this study is founded on at least one of the three chosen theories. This study 

has again drawn from a gap literature in this respect, for instance, section 1.3 
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outlined how independent boards are actively involved in CSR reporting to 

advance stakeholders’ interests (Jizi et al., 2014); such reporting increases a 

firm’s legitimacy (Haffar and Searcy, 2018). However, in predicting a positive 

relationship between having independent directors on the sustainability 

committee and a firm’s CSP, this study has acknowledged that the literature 

offers up no definitive combination of theory to use as an investigatory lens. 

 

The main rationale for selecting the particular sustainability committee 

characteristics for investigation is their significant effect on board effectiveness 

(Nikolaou, Tsalis and Evangelinos, 2019; Ait Sidhoum and Serra, 2018; Jung 

et al., 2018; Bernard, Godard and Zouaoui, 2018). However, the literature 

review has revealed gaps in the general understanding of the relationship 

between sustainability committee characteristics within the board of directors’ 

and corporate sustainability performance. It has identified inconsistent 

findings, and the review of existing empirical studies has identified a gap in 

current knowledge relating to ESG sustainability performance - for instance, 

the findings of Cucari, Esposito De Falco and Orlando (2018) and Ferrero-

Ferrero, Fernández-Izquierdo and Muñoz-Torres (2015b) are in direct contrast 

regarding age diversity and sustainability performance. Therefore, this study 

addresses this gap in the literature and makes a vital contribution by 

investigating the influence of sustainability committee characteristics on 

corporate ESG performance. 
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For each set of hypotheses, the individual aspects of sustainability 

performance, including ESG, are tested separately with the sustainability 

committee characteristics' various attributes. The hypotheses are developed 

based on previous literature that indicates board characteristics that support 

effective CSP, given the lack of available studies on sustainability committees’ 

characteristics and given that such committees sit within the corporate board. 

They have also been developed based on one or more underpinning theories. 

These are summarised in table 3.2 below; where relevant it provides 

alternative viewpoints unmasked during the literature review that form part of 

the intellectual curiosity that drives the motivation to investigate. 

 
The next chapter sheds light on the research design, particularly the 

quantitative methods research approach used in this study. 
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Table 3. 2: Relationship between theories and hypothesis 

Hypothesises Stakeholder theory RDT Legitimacy theory Supported by 

H1&2 

Focused / Non-Focused 
Sustainability committee 

  This theory suggests that 
firms must be transparent 
within the standards, beliefs, 
and values of the society in 
which it operates. 
Sustainability committees 
exist for authentic motives 
(i.e., to genuinely implement 
sustainable practices); critics 
suggest they exist to merely 
promote the firm’s image 
and reputation. 

(Hussain, Rigoni and Orij, 2018; 
Orazalin, 2020; Burke, Hoitash 
and Hoitash, 2019) 

H3 

Committee size 
 Larger boards create the opportunity 

of having more expertise on the 
corporate board which can bring 
more human capital and diversity to 
counsel and advise the top 
managers. 
Better corporate environmental 
performances can be obtained by 
increasing the resource provision of 
board members. In particular, we 
discover a positive effect of a large-
size board on corporate 
environmental performances. We 
also found arguments that smaller 
board size improves corporate 
financial performance (Jensen, 
1993). 

 Chen, Crossland and 
Huang,2016; Shehata et al. 
2017) 
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H4 
Sustainability meeting 
frequency 

  Legitimacy theory as the 
premise; this thesis predicts 
that frequent committee 
meetings influence the 
quality of sustainability 
reporting and performance. 
Critics suggest no 
relationship between holding 
several board meetings and 
environmental transparency  

(Guping et al., 2020; Naseem et 
al., 2017; Nguyen et al., 2021; 

Frias-Aceituno, Rodriguez‐Ariza, 

and Garcia‐Sanchez. 2013) 

H5&6 

Committee independence  
 RDT which suggests benefits for a 

firm’s environmental and social 
performance in the presence of 
external directors; critics have 
suggested independent directors 
may not have the right expertise and 
understanding of the firm 

 (Nguyen et al., 2021; 
Sundarasen, Je-Yen and 
Rajangam,2016) 

H7&8 

Gender diversity  
 

 

Stakeholder theory – 
recognising women directors 
as stakeholders in the firm and 
having a crucial role in helping 
firms implement sustainability 
policies 

RDT perspective, studies have 
demonstrated representation from 
female directors improves firms’ 
long-term sustainability, including 
CSR reporting.  
Critics have suggested this is not 
seen in environmental performance 
 

Legitimacy theory 
perspective, corporate 
governance favours more 
board directorships for 
women This is reflected in 
company and civil law that 
legislates for a percentage of 
women on Boards 

(Hussain, Rigoni and Orij, 2018; 
Galbreath 2011) 

H9  
Age Diversity 

 From RDT viewpoint, board diversity 
including age diversity may help 
firms to establish a voluntary 
sustainability committee voluntary 
and publish sustainability/CSR 
reporting as a legitimation strategy, 
and there is some indication that 
board diversity enhances board 
effectiveness 
Critics have suggested that age of 
directors has no effect on 
performance or effectiveness.  

 Amegger et al. 2014; Ali, Ng and 
Kulik, 2014; Giannarakis, 2014) 
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H10  
Level of education 

Stakeholder theory perspective 
suggests that the level to 
which directors attend to 
stakeholder benefits is mainly 
reliant on upon the values and 
moral strategies of corporate 
directors. In addition, it 
accommodates the RDT 
framework in favour of 
directors with diverse skills that 
generates a greater level of 
commitment to CSR activities. 

RDT suggests cognitive diversity 
stimulates the board and leads to 
more active boards; others found 
that educational diversity lowers firm 
performance.  

 

 Amegger et al. 2014; Ali, Ng and 
Kulik, 2014; Mahadeo, 
Soobaroyen and Hanuman 2012) 

Source: Developed for this research 
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CHAPTER FOUR: METHODOLOGY 

 

4.1 Introduction  

his chapter critically evaluates various underlying philosophical 

assumptions and presents a discussion and justification of the 

research methodology followed to achieve this study’s aims and 

objectives.  Beginning with a discussion of research paradigms, it details the 

quantitative approach used, justifying the selection of each component of the 

research design before presenting the model developed to test the selected 

variables. In addition, it summarises the data analysis process adopted and 

presents ethical deliberation before leading into Chapter 5, Results. 

 

4.2 Research paradigms 

Research philosophy is defined as a set of opinions and understanding 

regarding how information (“data”) is gathered, studied and analysed. In one 

sense, a paradigm is an extension of those opinions and understandings into 

a guide for how the research is conducted (Bryman and Bell, 2015). It 

underpins any research and offers congruence when all methodology is 

consistent with the research paradigm (Robson and McCartan, 2016).  

 
Jackson (2018) suggests that methodology itself is a philosophy that consists 

of many components. He further suggests that “All research work, whether for 

academic pursuance or practice-based application, involves an interplay 

T 
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between two concepts, that is, methodology and philosophy” (Jackson, 2018, 

p.19). 

 
The philosophical assumptions made during the design stage of a research 

study validate and explain how the research will be conducted to answer the 

research questions (Creswell, 2009), for example, in this research, the 

relationship between sustainability committees’ characteristics and 

sustainability performance. Collis and Hussey (2009) stated that a research 

paradigm is a structure and outline regarding how the researcher will carry out 

the research. It is constructed on individual philosophies, perceptions, 

attitudes, and assumptions about the world and the basis of understanding, 

the researcher's ideas and knowledge. 

 
Additionally, Khun (1962) described the traditions as ‘research paradigms’ with 

unique belief systems and philosophical assumptions. However, in recent 

years there has been much development and metamorphosis to the extent 

that each tradition has several paradigms along a continuum with four key 

categories: positivism, realism, interpretivism and pragmatism (Saunders, 

Lewis and Thornhill, 2015). Most scholars in the current literature use two of 

these paradigms for management research: Positivism and Interpretivism. In 

rooting this study into one or the other, the ontological and epistemological 

assumptions of both were considered.  

 
Based on a single reality, the positivist method is external and is independent 

of the researchers’ and others’ role in the research (Saunders, Lewis and 

Thornhill, 2012). Ontologically, positivist research is aligned with the debate 
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around whether social entities should be perceived as objective or subjective.  

It reflects a system of belief and interpretation by an individual about what 

constitutes a fact or a reality. The positivist researcher believes there is a 

knowledge gap. That gap could be filled through the quantitative, scientific 

study of books, articles, hard data, all based on objectivism and testing 

hypotheses, then validating the results in a deductive way, thus determining 

whether to accept or reject the relationship between the studied variables 

(Molina-Azorin, 2012). Epistemology is a concept of knowledge that is related 

to reality and validity, for example, how knowledge is collected and where it 

originated (Bryman, 2012). 

 
 

In contrast, the interpretivist method, based on the belief that there is more 

than one reality, differs from positivism in that researchers introduce the 

‘human interest’ into the research process. Ontologically it is concerned with 

the potential for each social actor interpreting facts differently. It is a subjective 

approach; epistemologically interpretivism tries to understand and explain 

concepts and new knowledge by engaging with people and exploring opinions 

and experiences (Bryman, 2012). It uses an inductive approach by pulling 

together the stage's findings stage mostly involves contact with subjects 

through interviewing, for example, or observation and extracting themes and 

concepts. Studies such as Zou et al, (2019), who used thematic analysis to 

determine what encourages small and medium firms to implement CSR, would 

come under this category. 
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Beyond this, a number of existing methodologies are loosely classed into the 

two research traditions, quantitative versus qualitative. Quantitative deals with 

‘detective work’ (Sherer, 2019) and testing theories, with a scientific approach 

to investigating data. It implements a deductive approach that involves 

reasoning from the general to the particular to follow a top-down logic. The 

deductive research process begins with the review of theory, developing 

hypotheses based on reviewed theoretical perspectives or premises (Monette, 

Sullivan and De Jong, 2011; Babbie, 2015). By comparison, qualitative 

methodology is usually inductive, often concentrating on primary data such as 

interviews. Table 4.1 illustrates the differences between these two common 

paradigms:  

Table 4. 1: Common terms used to describe the paradigms 

Panel A: Common terms used to describe the paradigms 

Positivism Interpretivism 

Quantitative  Qualitative  

Objective  Subjective  

Scientific  Humanist  

Panel B: Features of the paradigms 

Positivism Interpretivism 

A large sample is involved  Used with small samples  

Concerned with hypothesis testing  Helpful in generating theories  

Produces precise, objective and quantitative data  Produces ‘rich’ subjective and qualitative data  

Produces results with high reliability but low validity  Produces findings with low reliability but high validity  

Source: (Collis and Hussey, 2009, pp.58, 62). 

Panel A of Table 4.1 presents standard terms of the positivist and interpretivist 

paradigms; Panel B shows each paradigm's structures, for example, sample 

size, hypotheses, data, theories, reliability, validity and generalisability of data. 
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In determining and justifying the choice of paradigm for this study, which led 

to building the research design, four primary considerations were taken 

(Cresswell, 2009):  

(i) the researcher’s worldview  

(ii) the researcher’s experience 

(iii) the researcher’s psychological attributes  

(iv) the nature of the problem  

Table 4. 2 and 4.3 overleaf outline the justification and the ontological, 

epistemological, axiological, rhetorical and methodological assumptions which 

are considered when determining the choice of paradigm: 
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Table 4. 2: Justification for selecting a paradigm 

Justification Positivism Interpretivism Research Application 

Researcher’s worldview  A researcher’s comfort with the 

positivist paradigm's ontological, 

epistemological, axiological, 

rhetorical and methodological 

assumptions 

A researcher’s comfort with the 

ontological, epistemological, 

axiological, rhetorical, and 

methodological assumptions of the 

interpretivism paradigm. 

Bayesian methodology interval hypothesis 

testing, which uses p values and arbitrarily 

assigned alpha levels to pit an alternative 

hypothesis against a “null hypothesis,” which is 

assumed to be true. 

Training and experience of 
the researcher  

Technical writing skills, statistical 
computer skills, library skills.  

Literary writing skills, computer text-

analysis skills, library skills, 

interviewing skills (add). 

Dataset was not accessible, the researcher had 

to gather the data by examining companies’ 

financial reports, media reports, making on-site 

visits and generate a mechanism to categorise 

and investigate all the raw data collected. 

Researcher’s 
psychological attributes  

Comfort with rules and guidelines for 
conducting research, low tolerance 
for ambiguity and time for a short 
duration study. 

Comfort with a lack of specific rules 

and procedures for conducting 

research, high tolerance for ambiguity, 

and lengthy study time. 

Uncertainty of Covid-19 future caused reduced 
motivation, some confusion and ambiguity, and 
time pressure. Mitigated through research 
supervision. 

Nature of the problem  Previously studied by other 

researchers so that a body of 

literature exists, along with known 

variables and existing theories 

Exploratory research, variables 

unknown, context important, may lack 

a theoretical base for the study 

Previous research exists regarding Board 

characteristics; the challenge in this study was 

around applying known techniques / findings to 

a new arena (Sustainability Committee) and 

determining appropriate theoretical 

underpinning. In determining the underpinning 

theory, this study looked to Vafaei et al. (2015) 

and Gianni, Gotzamani and Tsiotras, (2017) 

amongst others to reflect issues such as 

diversity in the variables 
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Table 4. 3: Assumptions of the Positivist and Interpretivist paradigms 

Assumption Concept Positivism Interpretivism 

Ontological  The nature of reality and knowledge Reality is objective and singular, 

separate from the researcher.  

Reality is subjective and multiple, as 

seen by participants.  

Epistemological  The nature of how we gain that 

knowledge and understanding 

The researcher is independent of that 

being researched.  

Researcher interacts with that being 

researched.  

Axiological  The role of values.  Research is value-free and unbiased.  The researcher acknowledges that 

research is value-laden, and biases are 

present.  

Rhetorical  The language of research.  Researcher writes in a formal style and 

uses the passive voice, accepted 

quantitative words and set definitions.  

Researcher writes in an informal style 

and uses the personal voice, accepted 

qualitative terms and limited definitions.  

Methodological  The process of research.  Deductive process  

Study of cause and effect with static 

design (categories are isolated 

beforehand)  

Research is context-free  

Generalisations leading to prediction, 

explanation and understanding  

Results are accurate and reliable 

through validity and reliability.  

Inductive process  

Study of simultaneous mutual shaping 

of factors with emerging design 

(categories identified during the 

research process)  

Research is context-bound  

Patterns and theories are developed 

for understanding  

Findings are accurate and reliable 

through verification.  

Source: (Creswell, 1994; Collis and Hussey, 2009) 
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The two paradigms have different features, and researchers create their ideas 

and provide specific attributes to the research. For instance, the researcher's 

viewpoint and understanding (s) and their worldview are either positivist or 

interpretivist in terms of the ontological, epistemological, axiological, rhetorical 

and methodological assumptions made as seen in the subjective v objective 

stance (Albassam, 2014). Likewise, a researchers’ experience and knowledge 

of the research process influence paradigm choice and psychological 

characteristics.   

 
Creswell and Clark (2017) suggest that positivism is a long-established 

research method, with methodically worked-out procedures and rules. In 

contrast, an interpretive research design needs more time and flexibility to 

allow researchers and the research process to respond to altered 

circumstances or change. Central to the decision making over the choice of 

paradigm is the nature of the research problem itself.  

 
Creswell and Clark (2017) also indicate that if the nature of the issue is already 

the subject of a great deal of debate or previous study, there are a number of 

particular considerations: (i) the recognition of elements that affect a result (is 

the bias introduced in the selection or rejection of previous findings?); (ii) the 

utility of involvement in further study (is there anything new to know?); or (iii) 

a consideration of the best analysis of a conclusion (is this really what our 

results are telling us compared to what others have found?). Creswell and 

Clark (2017) suggest that the positivist paradigm is an attractive and useful 

choice when much is known already about the research subject. On the other 

hand, they suggest interpretivism is more suitable than positivism for 
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investigating any social phenomena that have not been studied previously 

where variables are unknown.  

Collis and Hussey (2012, p.44) stated positivism is primarily related to natural 

science. Additionally, Saunders et al. (2012, p.134) argued that only 

phenomena could be examined through data collected by the researcher, 

therefore, the ensuing results will be based on credible data to test 

hypotheses. This study seeks to establish if sustainability committee 

characteristics influence CSP. Consequently, the research study examines 

hypotheses by applying secondary data associated with both the dependent 

variables (ESG), independent variables (SCC) and control variables by 

implementing statistical software. Since this thesis does not investigate social 

phenomena, positivism is the appropriate approach.   

4.3 Deliberating the assumptions 

These considerations and determinations are essential for creating a robust 

research design. Deliberations for this study over assumptions began with 

ontology, which is concerned with the nature and reality of knowledge or ‘what 

we know’ (Saunders, Lewis and Thornhill, 2012). Collis and Hussey (2009) 

suggest that positivists look at the state of social realism as objective and 

external to social issues. Lincoln and Guba (2000) point out that researchers 

have assumptions regarding how the world functions and their ability to 

understand ‘how things are’ and ‘how things work’.  

 
In addition, Molina-Azorin (2012) states that quantitative study measures 

objectivity through adopting statistical analysis. In contrast, interpretivists 
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believe that social reality is subjective because it is constructed within a social 

context. Thus, numerous realities and certainties occur in a circumstance; for 

example, the investigator’s reality and the interviewee’s (Creswell, 2009). 

 
Placing the context of this research into the mix provided a significant 

determinant for the research design. This research was carried out in the 

particular business environment and culture of the UK. This context has a 

unique framework, such as legislation and regulators, firms and stakeholders. 

This research examines the UK corporate governance framework in the 

sustainability committee’s frame of reference. Because this study examines 

the UK corporate governance framework, in particular, the sustainability 

committee within the board of directors’ characteristics and its impact on 

sustainability performance explicitly, it is not seeking to compare other 

‘realities’, hence, a quantitative method is selected on this assumption. 

 
Epistemological assumptions consider how we know something, the nature of 

how we gain knowledge and what is “acceptable knowledge in a discipline” 

(Bryman, 2012, p.13). The concepts of epistemology are focused on the 

association between the researcher and what is previously known, how 

knowledge is obtained and how validity is checked. Creswell (2009) explains 

that researcher independence is an essential component of the paradigm in a 

positivistic research study. Hence, quantitative researchers try to avoid bias 

by applying a suitable methodology that remains objective and congruent to 

the positivist paradigm. 
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In contrast, interpretivist concepts represent an “anti-positivist” 

epistemological stance (Bryman and Bell, 2015). Furthermore, Collis and 

Hussey (2009) claimed that interpretivism minimises the researcher's gap and 

research. Therefore, a qualitative study is dissimilar to quantitative analysis. It 

creates opportunities for closer contact with human beings in the social 

environment or observing social phenomena over a long period.  

 
This thesis’ main objective is to examine the impact of the sustainability 

committee characteristics on CSP. The aims of this research are to understand 

how the sample companies are engaging on the issues of ESG sustainability 

through disclosing their activities in the company’s annual report. and to 

thereby determine the key characteristics of an effective, voluntary 

sustainability committee. In other words, as this research study measures 

variables without direct contact with human subjects, a positivist 

epistemological approach is suggested. This is also seen in other studies 

(Burke, Hoitash and Hoitash, 2019; Chams and García-Blandón, 2019; Nizam 

et al., 2019; Jha and Rangarajan, 2020) which share similar ground to this 

thesis. 

 
This research study followed previous studies that applied the quantitative 

approach to examine ESG including Hussain, Rigoni and Orij, (2018), Al‐

Shaer and Zaman, (2018) and Biswas, Mansi and Pandey, (2018). More 

specifically, the motivation for the chosen quantitative method is based on the 

research questions and objective to analyse the relationship between SCC as 

independent variables and ESG as dependent variables.  



203 
 

Axiology is the philosophical study that researchers use to understand the 

nature of values (Darby, Fugate and Murray, 2019). Cresswell (1992) suggests 

that positivist research is value-free and unbiased. However, the axiological 

assumption that characterises qualitative research focuses on the 

researcher's judgments and values in a study. Saunders, Lewis and Thornhill 

(2015) claim that qualitative investigators concentrate their axiological 

assumptions to present their values as a principle for decision making 

regarding the research they are conducting and how they set about doing it. 

Ultimately, a qualitative study is more value-laden and considerably affects 

research ethics than quantitative research (Creswell, 2009).  

 
Collis and Hussey (2009) stated that axiology is not same for positivists, as it 

considers researchers’ views and activities will not influence the subjects or 

findings. However, it may have some consequences after the study is 

conducted, such as during the discussion and analysis of results. Therefore, 

interpretivist concepts accept that researchers should point out any ethical and 

moral values that may have influenced this stage even if the research design 

is unbiased. Because this study consulted databases to explore sustainability 

committees’ characteristics and their impact on a firm’s CSP, the results are 

stated numerically, and a quantitative design was deemed suitable.  

 

Rhetorical assumptions are concerned with the language applied in research 

(Saunders, Lewis and Thornhill, 2015). Each tradition has different rhetorical 

viewpoints. The positivist paradigm is generally represented in an impersonal 

way using formal, academic language that uses established standard terms to 
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describe and explain, for example, associations and contrasts between 

variables (Creswell, 2009).  

 
In this regard, Collis and Hussey (2009) suggested that an interpretive design 

requires a writing style representing the situation through the research's close 

lens and the researcher’s contribution. As this study is delivered through 

consulting validated, set databases in the public domain, the research 

language reflects the positivist paradigm. 

 

Before carrying out research, positivists determine what is already known, 

where the gaps in knowledge are, the ideas, variables and hypotheses. The 

positivist method tries to establish and develop a generalisability that creates 

opportunities to create precise estimations, clarifications, and understanding 

of some phenomena. This needs the data and evidence and instruments to 

remain valid and credible (Albassam, 2014). In contrast, methodological 

assumptions held by qualitative researchers involve approaching the research 

differently: for instance, often, the literature is consulted after the findings are 

generated and interpreted (Glaser and Strauss, 2017). The methodological 

assumption is that the theory is embedded in the data gathered, representing 

the experience of the sample group; by sifting through collected data, new 

knowledge will emerge which can then be compared with existing literature for 

verification and generalisability (Easton, McComish and Greenberg, 2000). 

 

Having processed these determinations, this study adopts a deductive 

approach to investigating the influence of sustainability committees within 

boards of directors on corporate sustainability performance using a sample of 
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FTSE 150 companies. The characteristics of sustainability committees are 

outlined and explored through the lens of the existing literature. This study 

developed the hypotheses to examine the impact of sustainability committees 

on CSP. This creates an opportunity to develop a sympathetic understanding 

of the statistical outcomes delivered through a positivist methodology. 

 
Having chosen to develop a positivist methodology based on the paradigmatic 

assumptions, the following section presents the discussion of different 

methodological approaches investigated to determine the choice of study 

design. 

4.4 Research Design and Methodological Approach 

The motivation for the chosen quantitative method in this study was driven by 

the assumptions, as seen in the previous section, and also based on the 

research questions and objective to analyse the relationship between SCC as 

independent variables and ESG as dependent variables. Within this section, 

a clear rationale is given for rejecting qualitative and mixed-methodology as 

an approach in this study.  

 

The research design can be explained as the framework built for asking the 

research question, collecting data to interrogate and analysing that data 

Bryman and Bell (2015). Closely associated with the paradigm, in particular 

the epistemology, or the worldview of the researcher (Collis and Hussey, 

2009), the two primary methodological approaches that researchers use when 
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conducting research are deductive and inductive (Hair et al., 2007; Saunders, 

Lewis and Thornhill, 2012; Bryman and Bell, 2015).  

 

This study, built on the review of prior literature and empirical studies, 

investigates the correlation between sustainability committee characteristics 

and CSP. The research question will be examined through selected theories' 

framework (stakeholder theory, RDT and legitimacy theory), using firms from 

FTSE 150 companies listed on the LSE for the period 2010-2018. The type of 

research question here lends itself to scientific study (Collis and Hussey, 2009) 

and follows Zhao et al., 2018; Noja et al., 2020; Biswas, Mansi and Pandey, 

2018; Cucari, Esposito de Falco and Orlando, 2018). To clarify the justification 

for this approach further, the following section reveals the intricacies of each 

methodological approach.  

 

4.5 Deductive, Inductive and Mixed-Methods Approach 

Deduction is related to empirical social and experimental research; it is 

associated with traditional and rational positivism (Bryman and Bell, 2015). 

Hair et al. (2007) state that deductive approaches are more usually related to 

quantitative research. Based on a logical way of thinking about specific 

research issues, it provides an opportunity for researchers to reason from a 

broad, general matter to a particular example (Collis and Hussey, 2009).  

 
As a method, deduction seeks to test hypothesis where theory is evolving and 

then test it. Consequently, it focuses on the critical measurement of different 

variables using large sample sizes to verify the research results (Saunders, 
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Lewis and Thornhill, 2012). The deductive approach (figure 4.1) begins from 

pre‐existing theory to progress a hypothesis that delivers a reasonable 

clarification. It then proceeds to test that theory by deducing from it one or 

more hypotheses and then compares the hypotheses by exploring 

relationships between variables using suitable techniques (Blaikie, 2003).   

 
The reason for adopting a quantitative research strategy in this study is that it 

considers social reality as objective and external. Furthermore, Saunders et 

al. (2012, p.472) point out that quantitative data, in its raw form, conveys very 

little meaning to most people. The data has to be processed and analysed to 

overview it and derive conclusions from it. 

Figure 4. 1:  Deductive Process 

 

Source: (Gulati, 2009) 
 
 
By comparison, Induction is concerned with qualitative data analysis that has 

been obtained from a primary source such as interview and observation; it 

does not aim to test hypotheses (Bryman, 2012). Inductive logic is a context-

bound approach to research that starts with logical ways of gaining knowledge 

by accumulating data then examining that data to generate and establish 

associations between variables (Saunders, Lewis and Thornhill, 2012). 

According to Thomas (2006), the inductive approach offers an understandable 

and straightforward way of evaluating qualitative data to generate reliable and 

valid conclusions.  

Theory Hypothesis Methodology Analysis
Accept/

Reject
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This understanding of the inductive method supports Strauss and Corbin’s 

(1998) argument “The researcher begins with an area of study and allows the 

theory to emerge from the data” (1998, p.12). Furthermore, Bryman and Bell 

(2015, p.27) state that a qualitative strategy “predominantly emphasises an 

inductive approach to the relationship between theory and research, in which 

the emphasis is placed on the generation of theories.” Qualitative research 

adopts an inductive method rooted in subjectivity and is analytical and 

explorative about the participants' attitudes, behaviours, and concerns (Hair et 

al., 2007). By comparison, this study does not investigate such social 

phenomena, which becomes a justification for rejecting an inductive approach.  

 
The inductive approach's importance is that it offers a flexible method that 

allows research findings to be produced from raw data without the rigid 

controls imposed by more scientific methodologies (Thomas, 2006). Another 

usefulness of the inductive method is that it can be applied to many different 

qualitative data analyses, including grounded theory (Strauss and Corbin, 

1998), hermeneutic phenomenology and ethnography (Robson and 

McCarten, 2016). Inductive analysis starts with converting transcribed text 

segments into data, often through reading the then coding text with descriptive 

labels (Saldaña, 2015). Coded data assumes numerous meanings rooted in 

the text that researchers classify into meaningful units from which new 

understanding is derived (Bryman and Bell, 2015). This study by comparison 

deals with objective data, which lends itself to scientific analysis using 

statistical means, hence providing another justification for rejecting a 

qualitative approach.      
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A mixed-methods approach, or triangulation, emerged in the late 1980s, after 

several studies concentrated on explaining and understanding what is now 

known as a mixed-methods research design (Molina-Azorin, 2012). It provides 

another methodology by combining quantitative and qualitative techniques 

(Bryman, 2012). Saunders, Lewis and Thornhill (2012) define mixed methods 

as employing both quantitative and qualitative data in one research either 

simultaneously (parallel) or one after the other (sequentially).  

 
This approach is often adopted by management scholars from developed 

nations including the US and the UK (Creswell and Clark, 2017). Mixed 

methods allow researchers to mix quantitative and qualitative data collection 

methods/analysis of findings (Cassell, Drake and Rasmussen, 2011; Boyd, 

Franco Santos and Shen, 2012; Zattoni, Douglas and Judge, 2013).  

 
Moreover, Molina-Azorin (2012) noted that its popularity is due to mixed-

methods creating more understanding of the subject under study. It provides 

a more comprehensive explanation of the research finding and the nature of 

research problems. Cassell, Drake and Rasmussen (2011) stated it is 

significant for management studies’ use because it allows researchers to 

develop and understand individual’s and firms' behaviour. Similarly, Johl, 

Bruce and Binks (2012) cited the complexity of business management 

research as the main reason behind its popularity; mixed-methodology 

provides in-depth clarification and understanding of the corporate governance 

system (Johl, Bruce and Binks, 2012). 
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Creswell and Clark (2017) specified why academics are increasingly using 

mixed methods as a research methodology, suggesting it helps overcome the 

deficiencies in a study where only a qualitative or quantitative approach is 

adopted. For instance, quantitative research is highly unlikely to answer ‘why’ 

a social phenomenon occurs. Furthermore, a deductive method does not offer 

comprehensive clarification of the attained research outcomes. Johl, Bruce 

and Binks (2012) argue that relying on an inductive approach alone offers less 

reliable and less credible conclusions. There is a lack of knowledge and 

expertise in adopting a purely deductive approach (ibid). However, this study 

investigates the impact of SCC through variables without direct contact with 

human subjects hence this element of mixed-methodology asking ‘why’ a 

social phenomenon occurs would not be met. This is also seen in other studies 

(Burke, Hoitash and Hoitash, 2019; Chams and García-Blandón, 2019; Nizam 

et al., 2019; Jha and Rangarajan, 2020) which share similar ground to this 

thesis. 

 
Despite mixed-methods leading to realistic research results, there are several 

complications. Creswell and Clark (2017) and Morgan (1998) noted that 

researchers must have comprehensive skills and knowledge of qualitative and 

quantitative approaches before designing mixed-methods research. 

Furthermore, Collis and Hussey (2009) suggest that mixed-methods 

researchers need an in-depth understanding of each method's data collection 

and analysis techniques, especially the ability to use statistical analysis.  The 

inductive approach demands appropriate skills in conducting semi-structured 
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interviews, such as communication skills and converting text transcriptions 

and coding to data (Molina-Azorin, 2012).  

 
In addition, Creswell and Clark (2017) noted that when researchers use mixed 

methods, they face time management concerns and must ensure the study 

can be completed within the timeframe. For instance, transcription time cannot 

be accurately predicted due to the variance in data volume from semi-

structured interviews. Also, mixed methods can be a more costly stance; 

qualitative approaches often involve interviewing, and researchers may need 

to travel to conduct them. Morgan (1998) argued that qualitative data collection 

is demanding in time, effort, and resource availability. In contrast, a 

quantitative approach is more financially affordable because it can be obtained 

directly from a firm's website or online databases. 

 
Chosen methodology is often based on the nature of research question and 

previous literature review.  Many previous related studies investigating the link 

between CSP, and directors’ characteristics applied a deductive, positivist 

approach (for example, Burke, Hoitash and Hoitash, 2019; Cucari, Esposito 

de Falco and Orlando, 2018; Abdelmotaal and Abdel- Kader, 2016; Birindelli 

et al., 2018). Based on an extended literature review, this study will adopt 

deductive methodology in order to compare the results. Trochim (2001) 

describes deduction more simply as a "top-down" approach. He suggests 

researchers begin with “thinking up” a theory about a topic of interest, then 

narrow it down into more specific hypotheses that can be verified through 

sifting through existing work (literature). This is narrowed down further when 

researchers collect observations [e.g., sustainability reports] to address the 
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hypotheses, enabling hypotheses to be tested with specific data, which 

confirms or refutes the original theory. 

 
The following section outlines the hypotheses developed for this study, then 

variables.  

4.6 Hypotheses used in this study 

As discussed in previous sections, corporate sustainability theories, 

particularly stakeholder theory, resource dependence theory and legitimacy 

theory, would support the enhancement of BoDs with committees such as a 

sustainability committee that serve to influences the company's sustainability 

performance. Such sustainability committees' characteristics, including size, 

independence, frequency of meeting and demography, are essential in 

determining sustainability performance (Spallini et al., 2021; Al-Shaer, Albitar 

and Hussainey, 2021; Ceesay, Shubita and Robertson, 2021; Rahman, Zahid 

and Khan, 2021) 

 
Ultimately, the board and its sustainability committee's composition determine 

its capability for solving a firm’s sustainability issues. Empirical studies, for 

example Bezemer, Nicholson and Pugliese (2018) and Liang, Xu and Jiraporn 

(2013), have argued that the monitoring, advisory role, stakeholder-

engagement and competence of the board depends on its structure, as more 

independence, more diversity, more expertise and regular board meetings 

make the board more effective. This study takes the investigation of these 

elements into the actual sustainability committee; the characteristics 

investigated are: 
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I. Focused Sustainability Committee 

II. Non-Focused Sustainability Committee 

III. Size of Sustainability Committee  

IV. Frequency of Committee Meetings 

V. Independence of Committee 

VI. Position of Committee Chairperson 

VII. Gender Diversity of Committee 

VIII. Gender of Committee Chairperson  

IX. Age Diversity of Committee  

X. Highest Education Level attained by Committee Members 

Table 4.4 shows the prediction for each of the hypotheses that has been 

established: 
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Table 4. 4: Summary of Hypotheses 

 

The primary consideration in selecting a particular committee’s characteristics 

is their significant effect on board effectiveness (Solomon, 2010; Allegrini and 

Greco, 2013).  Following much previous research, e.g., Burke, Hoitash and 

Hoitash (2019), Hussain, Rigoni and Orij (2018), and Bernile, Bhagwat and 

Yonker (2018), this thesis uses directors’ characteristics in measuring their 

impact on CSP. This approach is a standard measurement of ESG within 

corporate sustainability literature in common usage in the majority of corporate 

governance research (Katmon et al., 2019). Committee composition and 

Dependent variable: CSP Summary of Hypotheses Independent 
variables 

H1 Positive relation is predicted with a focused 
sustainability committee (FC_SUSCOM) 

H2 Positive relation is predicted with non-focused 
sustainability committee (NON-FC_SUSCOM) 

H3 Positive relation is predicted with committee size 
(COMSIZE) 

H4 Positive relation is predicted with frequent 
committee meeting (CMTNG) 

H5 Positive relation is predicted with independent 
committee (IND<50%) 

H6 Positive relation is predicted with committee 
chairperson position (CHAPOS) 
 

H7 Positive relation is predicted with committee 
gender diversity (GENDER) 

H8 Positive relation is predicted with committee 
chairperson gender (CHAGEN) 
 

H9 Positive relation is predicted with committee age 
diversity (AGE) 
 

H10 Positive relation is predicted with committee 
education level (EDULEVEL) 
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attributes are measured through size of committee, frequency of meetings, 

diversity and independence.   

 
The literature review and company data (annual reports) revealed some 

companies have a slightly different CSR and ESG data reporting approach. 

The boards have committees such as "Environmental Committee", whose 

explicit role is to report on pollution issues along the supply chain and 

production but does not explicitly have a remit on other areas of ESG. For 

example, SPIRAX-SARCO ENGINEERING PLC, a ‘Risk Management 

Committee’ (Appendix 1). Its remit is cited in their annual report (Spirax-Sarco 

Engineering plc, 2019, p.100): 

The Committee ensures that the Group has risk management 

policies and procedures covering project governance, sanctions 

and embargoes, human rights, business continuity and business 

management. The Committee is responsible for the management 

and control of significant risks affecting the Group.   

 
Within its remit, ‘environment’ is not mentioned, but ‘risk’ is. Therefore, this 

thesis seeks to unpick whether those firms with a “focused” sustainability 

committee have similar or different results to those who have a “non- focused” 

committee with a more limited remit. In addition, results from both type of 

committee will be compared and analysed to determine any differentiation.  

There are several reasons for this study considering these ten committee 

characteristics. Firstly, the previous review of the theoretical literature on the 

association between a particular sustainability committee within the board of 

directors’ characteristics and corporate sustainability performance has 
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identified mixed conclusions. In addition, the review of existing empirical 

studies identified a gap in current knowledge about sustainability-specific 

performance. Examining these characteristics enables comparison of findings 

with those of previous studies; these characteristics also reflect institutional 

and cultural contexts, such as diversity. The combination of several 

sustainability committee characteristics appears vital, and this study's premise 

is that it is possible that some of these board characteristics only affect the 

sustainability process if they are integrated with one or more of the other 

characteristics: this forms part of the study's hypothesis.The following section 

centres around the discussion of the measures of the main variables. It 

presents how data have been collected, explains the main variables and their 

measures, and clarifies how the sources and research methodology were 

obtained and adapted to carry out the quantitative analysis. It also explains 

and justifies the rationale behind the selected data and research design and 

debates the advantages and disadvantages of the chosen data and approach. 

Finally, this section details how statistical techniques of data analysis were 

employed to confirm that the results are valid and reliable.  

4.7 Variable measurement  

Table 4.5 summarises the variables used in this thesis to investigate the 

factors surrounding voluntary disclosure of corporate sustainability and CG in 

the UK listed companies, while the following three subsections discuss the 

regression model.  

Table 4. 5: Measurement and definitions of dependent, independent, and control variables                           
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Role Variables Abbreviation Measurement Prior studies used 
Data  

source
s 

D
e
p
e
n
d
e
n
t 

v
a
ri
a

b
le

 

Environmental 
score 

ENV. SCORE 
Product of Environmental Disclosure Index and 
Environmental Sustainability Index (Resource use, 
Emissions, Innovation) 

(Haque, 2017; Zhou, Luo and Tang, 2018; García-
Sánchez, Suárez-Fernández and  
Martínez-Ferrero, 2019; Birindelli et al., 2018; 
Manning, Braam and Reimsbach,  
2019; Walls and Hoffman, 2013; Yang and Zhao, 
2014; Kassinis et al., 2016). 

R
e
fi
n

it
iv

 |
 E

S
G

 S
c
o
re

s
 

Social score SOC. SCORE 
Product of Social Disclosure Index and Social 
Sustainability Index (Workforce, Human rights, 
Community, Product responsibility) 

Governance 
score 

GOV. SCORE 
Product of Governance Disclosure Index (Management, 
Shareholders, CSR strategy) 

In
d
e
p
e
n
d
e
n
t 

v
a
ri
a

b
le

 

Focused 
Sustainability 

committee 
FC_SUSCOM 

Dummy variable, 1 if there is sustainability Committee 0 
otherwise. 

Baraibar-Diez and Odriozola, 2019; Biswas et al., 
2018; Birindelli et al., 2018 

w
w

w
.f

a
m

e
.b

v
d
in

fo
.c

o
m

 a
n
d
 c

o
m

p
a
n
ie

s
 a

n
n
u
a
l 
re

p
o
rt

 

Non-Focused 
Sustainability 

committee 

NON-
FC_SUSCOM 

Dummy variable, 1 if there is any Social Responsibility 
Charity Committee or Ethics, Integrity Committee or 
Environmental Health Safety Committee; 0 otherwise. 

Baraibar-Diez and Odriozola, 2019; Biswas et al., 
2018; Birindelli et al., 2018 

Committee size COMSIZE Number of directors on the committee  
(Lin et al., 2006; Eberhardt-Toth, 2017; Burke et 
al., 2019)  

Committee 
independence 

IND<50% 
Dummy variable, committee independence =< to 50% then 
it is equal to “1” otherwise “0”. 

(Bhatt and Bhattacharya, 2015) 

Frequency 
comm meeting 

CMTNG Number of committees meeting a year 

(Burke et al., 2019; Al‐Shaer and  
Zaman, 2018; Jizi, 2017) 

Chairperson 
position 

CHAPOS 
Dummy variable, 1 if chairperson position is independent 
and 0 otherwise 

(Musteen et al., 2010; Ben-Amar et al., 2017; 
Furlotti et al., 2019) 

Chairperson 
gender 

CHAGEN Dummy variable, 1 if chairperson female and 0 otherwise 
(Furlotti et al., 2019; Smith, 2007; Wang and 
Kelan, 2013) 

Gender diversity GENDER 

Blau Index - where Pi refers to the proportion of female 
board members in each of the i categories.  

1 − ∑(𝑝𝑖)2 

(Hafsi and Turgut, 2013; Rupley et al., 2012; Rao 
and Tilt, 2016) 

Age diversity AGE 
The standard deviation of committee members’ ages 
divided by their average age. 

(Katmon et al., 2019; Harjoto et al., 2015; Khan et 
al., 2019). 

Education level EDULEVEL 

Blau Index - where Pi refers to the proportion of education 
level board members in each of the i categories.  

1 − ∑(𝑝𝑖)2 

(Katmon et al., 2019; Harjoto et al., 2015; Khan et 
al., 2019) 

C
o
n
tr

o
l 
v
a
ri
a

b
le

 

Firm Size FSIZE Firm size measured as the natural log of total assets  

(Bernard et al., 2018; Artiach et al., 2010; Jung et 
al., 2018; Judge and Korzhenitskaya, 2012) 

Profitability ROA Return on assets measured as EBIT divided by total 
assets 

Level of debt LEV 
Leverage measured as total debt divided by total assets 

Financial 
capacity 

FCF 
Operating activity + investing activity / revenue 

Firm age FAGE Calculated as natural log of one plus years since the IPO  
(Judge and Korzhenitskaya, 2012; Shumway, 
2001; Fama and French, 2004; Chun et al., 2008)   

Industry ICB 
Dummy variable, Basic Materials, Consumer Discretionary, 
Consumer Staples, Energy, Healthcare, Industrials, Real 
Estate, Telecommunications, Utilities, Technology. From study data 

Year YEAR 
Dummy variable. 2011, 2012, 2013, 2014, 2015, 2016, 

2017, 2018. 

Source: Developed for this research 
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1.7.1 Dependent variables: CSP 

 
The dependent variables in this research are corporate sustainability 

performance (CSP) as a combined measurement of the three pillars of 

sustainability performance captured in one score (Refinitiv ESG Data, 2019) 

along with the individual environmental (ENV), social (SOC), and governance 

(GOV) sub-indices. To calculate the ESG score, several different factors were 

considered to measure each pillar, combined into ten categories (See figure 

4.2). 

 
Several independent bodies, including GRI, the UN compact and SASB, 

endorse using their standard of disclosure of sustainability performance. In 

addition, such bodies encourage companies to improve sustainability reporting 

compatibility by following their guidance.  Firms are under increasing pressure 

to make more sense of and contribute to sustainable development. The 

advantage of developing GRI, the UN Global Compact and SASB 

sustainability reporting framework is that it allows firms to have set goals in the 

three pillars below (Global Reporting Initiative, 2011; United Nations, 2010): 

 
a) Environmental performance. The firm’s environmental performance is 

an aggregated score of several crucial indicators: information about the 

effect on non-living and living systems, including energy, emissions, 

water, air and land See Appendix 2 (Biswas, Mansi and Pandey, 2018).  

b) Social performance. Corporate social performance has an impact on 

the value chain activities system within which companies operate. 
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Social equity performance should be related to indicators representing 

a wide range of critical social issues in the company (Waddock and 

Graves, 1997).  

The social equity feature of sustainability has also been captured in the 

sustainability context expressed by nature of a firm’s operation.  The 

key indicators of social performance are labour practices, health and 

safety, human rights and society and product responsibility (Post, 

Rahman and Rubow, 2011).  Despite health and safety being an 

obligation and regulated through standards and legislation as in 

RIDDOR 2013, incidents still happen whereby companies fall foul of 

good practice; in 2019/20 in the UK, 111 employees were killed at work 

in incidents reported to the HSE (HSE, 2020, p.7).  

c) Governance performance. Firms’ management performance is another 

pillar of the dependent variable in this study, consisting of various 

indicators including board structure such as board diversity, executive 

payments and protecting and managing shareholders' interests. 

 
The examination of the data from Appendix 2 demonstrates that the data 

considered in the ESG rating of firms are quite extensive. Nevertheless, the 

data often concerns the questions that need further scrutiny or development 

via strategic documents. This is a characteristic feature of all policies where 

necessity is first identified, advanced and then implemented. 
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The following sections give a detailed description of the database used, 

outlining the rationale for its choice and providing a clear description of the 

ESG categories. 

 
I) Refinitiv ESG methodology 

 
The data and information about the dependent variable CSP are taken from 

Refinitiv ESG Data database. Refinitiv is an international provider of financial 

markets’ data and infrastructure part-owned by Blackstone Group LP (55% 

share) and Thomson Reuters (45% share). The database is a leading global 

database on ESG that has been consistently used by professional investors; 

companies’ annual reports and Fame database are used to collect data 

concerning sustainability committee characteristics as independent variables.  

 
Refinitiv was chosen in this study predominantly because of its established 

credibility. The data quality and reliability of Refinitiv ESG data have been 

confirmed and used in academic research in recent years (e.g., Haque, 2017; 

Zhou, Luo and Tang, 2018; García-Sánchez, Suárez-Fernández and 

Martínez-Ferrero, 2019; Birindelli et al., 2018; Manning, Braam and 

Reimsbach, 2019; Kassinis et al., 2016).  

 
Access to this database allows ready analysis of a nonfinancial assessment 

of enterprise (in this case ESG activity). It also offers the opportunity to 

compare a given entity with other entities, provides a comparison between 

sectors or conduct a cross-country analysis. It is predicted that the demand for 

ESG data will continuously grow, and databases with this information might 
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help investors in making investment decisions (Refinitiv ESG Data, 2019). 

Such databases recognise the increasingly critical importance of transparent, 

accurate and comparable ESG data for the financial industry; Refinitiv 

measures companies’ relative ESG performance, commitment and 

effectiveness across these ten main categories based on company-reported 

data (Refinitiv ESG Data, 2019, p.3): 

Figure 4. 2:  Refinitiv ESG scores 

Source: (Refinitiv ESG Data, 2019, p.3) 

 
II) ESG Score 

 
Refinitiv database aims to track and measure company-level ESG measures. 

The 400+ known measures use 178 of what the developers deemed the most 

relevant to construct their company assessment and scoring process. 

Considering comparability, data availability and industry relevance, they are 

then grouped into ten categories of ESG, and further grouped into the three 

pillars: Environment, Social and Governance.  

The three ‘pillar’ scores are generated when a count is made of the number of 

times measures appear in each category.  The ESG score is titled CSP score 
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in this dataset and ranges from 0 to 100. The higher the score, the better the 

company is performing. Therefore, the final ESG Score reflects the company’s 

ESG performance, commitment and effectiveness based on publicly reported 

information that the company’s self-reported data, but it also includes various 

NGO and news sources information: 

Figure 4. 3: Refinitiv ESG scores 

Source: (Refinitiv ESG Data, 2019, p.6) 

 

III) ESG Combined (ESGC) Score 

 
When delivering companies' scores, Refinitiv also matches reported ESG 

information (such as what is published in companies’ annual reports) with 

global financial media sourced information. Put simply, this has the effect of 

presenting ‘what a company says’ alongside ‘what the media reports. This 

provides a combined score (ESGC) intended to be balanced. It uses an 

overlay approach to ‘discount’ ESG performance scores by incorporating the 

impact of significant, material ESG controversies into the overall ESGC rating.  
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Therefore, if companies have delivered on their ESG goals without argument, 

the ESGC score is equal to the ESG Score. However, when there are reports 

in the media that evidence contradiction between companies’ ESG reports and 

outcomes as shown in Table 4.6, this presents a controversy; the ESGC score 

is then calculated as the ‘weighted average of the ESG Scores and ESG 

Controversies Score per fiscal period’ (Refinitiv ESG Data, 2019, p.7).  

Table 4. 6: ESG Combined Score from Refinitiv 

 

Source: (Refinitiv ESG Data, 2019, p.7). 

 
IV) Category scores calculation 

The software adopts a percentile rank scoring methodology to calculate the 

ESGC from the ESG and ESG Controversies Scores using three factors 

(Refinitiv ESG Data, 2019, p.7):  
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• How many companies are worse than the current one? 

• How many companies have the same value? 

• How many companies have a value at all?  

This is a working example to demonstrate the way the calculation works using 

‘Company A’ which has seven companies below it with a worse value and 

three companies with an equal value in a cohort of 25 companies: 

(7 + 3/2) / 25 = 0.34 

V) Category weights 

 
Category weights are applied to calculate the overall ESG Score. These 

weights are determined by a count of the indicators making up each category 

compared to all other indicators used in the databank. Therefore, themes with 

more presence have higher weighting, so companies' relative performance 

scores can be calculated with a higher degree of confidence see appendix 2. 

Table 4. 7:  Category weights ESG  
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Source: (Refinitiv ESG Data, 2019, p.8) 

VI) Category Scores 

 
Appendix 2 provides examples of data considered when rating companies in 

this study using the Refinitiv ESG database. 

4.7.2 Independent variables: SCC 

The independent variables in this study include the sustainability committee 

and its characteristics. To investigate the impact of these characteristics on 

the composite of CSP and each individual pillar, (the dependent variables), 

different characteristics of the committee are considered and measured in 

different ways, referring to the literature (e.g., Nadeem, Zaman and Saleem, 

2017; Yang and Zhao, 2014; Birindelli et al., 2018; Anazonwu, Egbunike and 

Gunardi, 2018; Hussain, Rigoni and Orij, 2018; Manning, Braam and 

Reimsbach, 2019; Braam and Peeters, 2018; Al‐Shaer and Zaman, 2018). 

The following independent variables are used in this study.  

 
1. Focused sustainability committee 

 
The focused sustainability committee was selected as a primary independent 

variable in this study to determine how such newly formed voluntary 

committees influence companies to disclose more sustainability information 

and act by monitoring strategic ESG decisions in favour of stakeholders.  

Previous studies do not distinguish between sustainability committee or others 

such as CSR committee or safety, ethics and environment assurance 

committee (Biswas, Mansi and Pandey, 2018; Hussain, Rigoni and Orij, 2018; 



226 
 

Manning, Braam and Reimsbach, 2019; Valle, Esteban and Pérez, 2019; Al‐

Shaer and Zaman, 2018).  

 
To the best of my knowledge this study is the first study that separates the 

sustainability committee from other board sub-committees that address 

sustainability concerns as part of the board’s devolved agenda in this level of 

detail. The data regarding sustainability committees' presence is collected 

directly from the company’s annual report accessed directly from its website. 

In the annual report, “sustainability committee” terminology was scrutinised. In 

particular, it was investigated whether any committee is solely a sustainability 

one, or whether it had other remits.  

 
This involved examining their stated objectives to see what part of their role 

matched the three pillars of sustainability performance: Environment, Social 

and Governance. Their objectives were scrutinised for other roles, such as a 

committee with a remit for governance whose primary role is an audit 

committee within the board. That leads to the question of whether an audit 

committee is best placed to report on sustainability. Examples include Land 

Securities Group which describes their Sustainability committee, and Royal 

Dutch Shell, representing a Corporate and Social Responsibility Committee: 

the latter was categorised as a ‘non-focused’ committee (see section 3.5). 

 
Ultimately this is more than language or terminology. In their annual reports, 

the companies described their committees as having similar roles. Yet, part of 

this study is to unpick whether a fully designated sustainability committee had 
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the same result as ‘non-focused’ committee. It becomes not a label but a frame 

of reference to position the data collection and analysis. 

 
This study follows previous researchers’ method of measurement and 

definition for examining sustainability committees including Rao and Tilt, 

(2016), Peters and Romi, (2015), Ong and Djajadikerta, 2017) and Baraibar-

Diez and Odriozola, (2019). They used a dummy variable which takes the 

value of “1” if the company has a board sustainability committee and “0” 

otherwise.  

 
2. Non-focused sustainability committee (CSR) 

 
The purpose of selecting non-focused committee is to investigate how this type 

of committee impacts the board's decision-making toward ESG issues 

compared to a focused SC. Such voluntary committees have been studied at 

in varying degrees and have found positive/negative or inconclusive results. 

“Non-focused sustainability committee” is for the first time examined within this 

frame of reference. The information in relation to the existence of non-focused 

sustainability committee is collected from company annual reports.  

 
Searching annual reports, the terms “CSR committee, health and safety 

committee, environment committee, science committee” were used as well as 

a basic read through the subject index of each report. In terms of measurement 

and definition, the study again followed previous researchers who have 

examined sustainability committee (including Rao and Tilt, 2016; Jackson, 

Boswell and Davis, 2011; Baraibar-Diez and Odriozola, 2019; Biswas, Mansi 



228 
 

and Pandey, 2018; Birindelli et al., 2018; Eberhardt-Toth, 2017; Hussain, 

Rigoni and Orij, 2018; Abdelmotaal and Abdel-Kader, 2016), who measured it 

as a binary-dummy variable taking the value of “1” if the company has a non-

focused sustainability committee and “0” otherwise.  

 
3. Committee Size 

 
This is another essential variable among the selection because it has not been 

investigated under this reference frame.  A wide range of prior studies has 

examined the board size in general, and the results found positive/negative or 

inconclusive results.  

 
As with previous variables, the source used to collect data is the firm's annual 

report. The measurement of the variable is based on the actual number of 

committee members within the board of directors (Manning, Braam and 

Reimsbach, 2019; Guerrero-Villegas et al., 2018; Nguyen et al., 2016; Wang 

et al., 2017; Eberhardt-Toth, 2017; Burke, Hoitash and Hoitash, 2019).  

 
Manning, Braam and Reimsbach (2019) claimed that greater size led to 

effective monitoring. Similarly, Jenter, Schmid, and Urban (2018) stated 

boards of a larger size pool more information and demonstrate greater 

transparency. Kılıç et al. (2021) found that larger boards are more likely to 

establish sustainability committees. 

4. Committee independence 

 
The purpose of this variable is to examine the impact that independent 

directors as members on the sustainability committee within the board of 
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directors have on CSP. This research hypothesis predicts that independent 

directors within the committee may influence firms to act on the issue of ESG 

sustainability. Generally, there is no rule of thumb regarding sufficient number 

of external directors. Therefore, the question remains open regarding an 

acceptable ratio of independent directors. 

 
Broughman (2010) stated that there is an apparent demand for a higher ratio 

of independent directors on corporate boards; this study seeks to determine if 

the same exits for the sustainability committee. Moreover, this research study 

examines whether having a greater number of independent directors 

addressing sustainability influences firms toward better sustainability practice. 

For example, the findings of Ntim and Soobaroyen (2013) revealed firms with 

a larger proportion of independent directors tend to have greater social, 

environmental, and ethical performance.  

Another strength was demonstrated by Haniffa and Cooke (2005), who stated 

that having a higher ratio of independent directors is seen as an accountability 

mechanism, as their role is to help ensure that companies are pursuing the 

interests not only of their shareholders but also of their stakeholders. They 

exert a greater pressure on companies to engage in sustainability disclosure 

in order to ensure congruence between organisational decisions and actions 

and societal values and corporate legitimacy (Frías‐Aceituno et al., 2012). This 

sits well with the choice of resource dependence theory as an underpinning 

theory for this thesis (see section 3.4.2).  
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RDT suggests independent directors within boards bring skills, expertise and 

the ability to motivate; independent directors’ intellectual, human and social 

capital become assets (Shaukat et al., 2016). Likewise, with stakeholder 

theory: prior literature in general supports that a greater proportion of 

independent directors increases the focus on social and environmental issues, 

pursuing the interests not only of their shareholders but also of their 

stakeholders (Haniffa and Cooke, 2005; Harjoto and Jo, 2011; Jo and Harjoto, 

2011; Walls, Berrone and Phan, 2012). They try to satisfy the interests of 

stakeholders as a result of their strong stakeholder orientation, thus 

maintaining the social responsibility of the company (Michelon and Parbonetti, 

2012). 

 
The data in relation to committee independence is collected from the 

companies’ annual report. Prior studies have measured independence as the 

percentage of independent directors to total directors (Baraibar-Diez and 

Odriozola, 2019; Hussain, Rigoni and Orij, 2018; Liao, Luo and Tang, 2015). 

Based on the discussion above, the majority of studies that used percentage 

of independent directors concluded with mixed finding. Therefore, following 

Bhatt and Bhattacharya (2015), as their processes were more attuned to this 

study, the ratio of committee independence was measured as dummy variable 

if committee independence = or <50% then it is equal to “1” otherwise “0”.  

5. Frequency of committee meeting 

This is another variable that is considered as an important characteristic of the 

sustainability committee; based on the review of the literature, this frame of 

reference has not been used previously in regard to sustainability committees. 
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The source used to collect data on this is the firm's annual report. This study 

follows prior studies that have measured frequency of board meetings based 

on the actual meetings during a year (Hussain, Rigoni and Orij, 2018; Al‐Shaer 

and Zaman, 2018; Bezemer, Nicholson and Pugliese, 2018), hence the actual 

number of sustainability committee meetings held in a year are measured.  

6. Gender diversity in the sustainability committee and sustainability 

committee chairperson gender 

 
This thesis investigated the impact of both the gender of the sustainability 

committee’s chairperson and of gender diversity among committee members 

on CSP. These variables are critical when positioned alongside the UN 2030 

agenda (goal 5 – achieve gender equality) and also when viewed through the 

findings of Nadeem, Zaman and Saleem (2017), who found CSP, and 

practices improve with women on the board. Indeed, the literature review for 

this found a literature gap regarding the influence of sustainability committee 

chairperson’s gender and gender diversity within the SC on CSP. Based on 

the previous studies of Musteen Datta and Kemmerer, (2010), Ben-Amar, 

Chang and McIlkenny, (2017) and Furlotti et al., (2019), this study measures 

as dummy “1” if the chairperson of sustainability / CSR committee is female 

and “0” otherwise.  

 
With regard to gender diversity, the data source is the company’s annual 

report; there is no universal method to measure gender diversity. However, 

the favoured method used previously is the proportion of female directors, for 

example, the number of female directors over total board members × 100 
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(Galbreath, 2016; Adams and Ferreira, 2009; Hussain, Rigoni and Orij, 2018; 

Cucari, Esposito De Falco and Orlando, 2018).  

 

The second method that has been used is the number of female directors on 

the board and measured as a dummy variable. For instance, if the committee 

consists of more than two female members it takes the value of “1” and “0” 

otherwise (Ben-Amar, Chang and McIlkenny, 2017).  

 
This study adopted the Blau index to calculate gender diversity (Nadeem 

Zaman and Saleem, 2017). This computes variation of overall diversity where 

Pi refers to the proportion of female committee members in each of the i 

categories. The minimum and maximum values of the Blau Index of 

Heterogeneity involve 0 (perfectly homogeneous committees) and 0.5 

(perfectly heterogeneous committees) respectively: 

∑(𝒑𝒊)
𝟐. 

 
7. Committee age diversity 

 
The information regarding age diversity was collected from the companies’ 

annual reports and Fame database accessible via Wolverhampton University. 

There are several methods of measurement that have been adopted to 

calculate age diversity. One is the average age (mean), for example, the 

committee has four members aged 40, 50, 55 and 62 years old, the total is 

40+50+55+62= 207/4=52 (Giannarakis, 2014) 

Another measurement for committee age diversity is calculated by applying 

the coefficient of variation method is a suitable measure of disparity. The 
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standard deviation of committee members’ ages divided by their average age. 

Thus, a greater standard deviation (greater age differences between 

committee members) and smaller average age (higher representation of 

young committee members) would create greater age diversity values 

(Katmon et al., 2019; Ferrero-Ferrero, Fernández-Izquierdo and Muñoz-

Torres, 2012; 2015a). 

The Blau (1977) index has been described as an ideal measure to capture 

differences within a group (Harrison and Klein 2007) and is suitable for 

comparing variables as it meets all four criteria for capturing corporate diversity 

- frequent use, positive values, a zero point (to represent complete 

homogeneity) and larger numbers, which will indicate greater diversity (Miller 

and Triana 2009). 

 
This thesis measured board age diversity using the second option, coefficient  

of variation, previously chosen by Katmon et al., 2019; Harjoto et al., 2015; 

Khan et al., 2019).  

 
8. Committee education level 

 
To attain this study's aims, the effect the level of education among the 

sustainability/CSR committee members has on CSP is investigated using 

Blau’s index as a measure. The proposed reason for chosen Blau’s Index is 

that it is the most used to measure the directors' demographic characteristics 

(Harrison and Klein, 2007), and studies that find demographic characteristics 

influence firm performance were measured by Blau's index. 
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The source of data collection is the company’s annual report. A list was 

compiled of typical qualifications seen in the reports (such as MBE, PhD etc.) 

and placed into grouped categories which were correlated with several 

members of the committee: 

Blau’s index of heterogeneity, calculated as 1 – Σ(pi)2, where P is the 

percentage of directors in a group, and i is the number of groups, to 

calculate the education level (Liu and Zeng, 2017). 

 

4.7.3 Control variables: Company characteristics  

As explained earlier, some company characteristics potentially influence a 

firm’s CSP. Therefore, when testing hypotheses H1 to H10, this study 

considers the following additional factors as control variables in investigating 

their impact on CSP: firm size, firm’s age and firm financial performance 

including, profitability, level of debt, and growth opportunities (Artiach et al., 

2010; Bernard, Godard and Zouaoui, 2018).  

The determinants of firm financial performance on CSP were examined in how 

companies act on and report corporate sustainability. Taking financial 

performance into account can play an essential role in improving CSP 

(Bernard, Godard and Zouaoui, 2018). The control variables can reduce 

uncertainty and bias around the impact on corporate sustainability 

performance, potential omitted variables, and endogeneity (Ntim, 2015). 

However, earlier studies have concluded with mixed results concerning the 

effects of the financial return on CSP. The rationale for selecting these 

variables is explained in the following sections, and Table 4.5 shows the 

definitions and how the control variables are measured. 
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I. Firm Size  

 
Firm size can be important in determining CSP and promote acceptable 

corporate governance practices (Artiach et al., 2010; Eisenberg, Sundgren 

and Wells, 1998). By nature, larger firms are much more visible politically and 

under pressure from different stakeholders, including the government, to act 

on sustainability practice thus firm size is a consideration (Gallo and 

Christensen, 2011). The consequences of firm expansion mean it becomes 

more challenging to manage, and ad hoc management activities are naturally 

replaced by formalised procedures and bureaucracy (Watson and Korczynski, 

2008).  

 
The larger size of a firm is the main contributor to environmental and social 

problems due to the scale and prominence. For instance, under this argument, 

pollution emissions and social inequality to some extent will be a function of 

the size of services (Artiach et al., 2010). In other words, the larger the scale 

of operation, the higher the level of emissions. 

 
To mitigate this, larger firms have an advantage over the smaller firm in 

allocating additional resources and fixed funding reducing waste emissions 

from manufacturing activities (Darnall, Henriques and Sadorsky, 2010). 

Additionally, Jung et al. (2018) found larger firms are better positioned to deal 

with sustainability issues as they can allocate more resources for 

compensating actions than smaller firms can. Hence, while the firm grows, the 

risk level is offset when choosing to continue unsustainably because 
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compensating actions also increase (Shevchenko, Lévesque and Pagell, 

2016).  

 
Several previous studies empirically indicated a positive association between 

firm size and sustainability practice (Wang and Choi, 2013). Similarly, Bernard, 

Godard and Zouaoui (2018) reported the closest correlation between firm size 

and CSP; the study argued firm size is the most vital determinant of a firm’s 

CSP. In contrast, Orlitzky (2001) suggested a negative relationship between 

firm size, CSR, and financial performance. Wagner (2010) found firm size has 

no significant influence on economic performance irrespective of the 

environmental index type.  

 
There are three main measures of firm size used in the existing literature. In 

line with previous research, the first measure is the natural logarithm of total 

assets as a proxy for firm size (Jung et al., 2018; Bernard, Godard and 

Zouaoui, 2018; Artiach et al., 2010). Second measure of firm size is the natural 

logarithm of total sales (Ioannou and Serafeim, 2017) and the third measure 

of firm size, suggested by Gelhard and von Delft, (2016), is based on a number 

of full-time employees.  

 
This study followed the first option for the natural logarithm of total assets as 

a proxy for firm size and data collected from Fame database accessible via 

the University of Wolverhampton. Total assets equal to total fixed assets + 

total current assets; the formula for natural logarithm = LN (total assets). 

  
II. Profitability 
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Firm profitability is one of the main determinants of CSP. Firm profitability can 

be measured through many accounting variables: return on assets, return on 

equity, and return on sales, providing a range of measures to assess corporate 

financial performance by the investors (Marinova, Plantenga and Remery, 

2016; Campbell, and Mínguez-Vera, 2008).  

 
According to Cranfield School of Management (2019), firm financial 

performance is crucial for acting on sustainability issues.  Social determination 

creates profit, leading to the successful development of sustainability 

programmes; profitable corporations can avoid harming society (Artiach et al., 

2010). Additionally, Belu (2009) and Lo (2010) stated it is necessary to keep 

profitability performance and marketability performance as part of CSP.  

However, firm growth can ease stakeholders’ demands, reduce information 

asymmetry, and enable investment in more promising innovation to tackle 

sustainability issues (Ben-Amar, Chang and McIlkenny, 2017). Moreover, 

Artiach et al. (2010) suggest that from stakeholders’ point of view, investment 

in sustainability needs financial ‘slack’ in the form of free cash flow, as high 

financial performance affects the strategic investment decisions regarding 

CSP. 

However, if firms have financial difficulties or a deficit of cash flow, this leads 

to an additional pressure on management to reduce costs and maximise profit 

returns to shareholders, thus potentially shifting focus away from sustainability 

(Bernard, Godard and Zouaoui, 2018). 
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In this study, ROA is used to measure firm profitability, since most prior studies 

also used ROA as the control variable (Al‐Shaer and Zaman, 2018; Braam 

and Peeters, 2018). To calculate firms ROA, this study adopts methods that 

have been used by Bernard Godard and Zouaoui, (2018), Artiach et al., (2010) 

and Jung et al., (2018), which take earnings before interest and taxes (EBIT) 

from the statement of comprehensive income divided by total assets from the 

statement of financial position × 100. The data was obtained from Fame 

database. 

III. Debt ratio 

 
Financial leverage can have a positive or negative impact; for example, high 

leverage leads to reducing taxes, as interest is tax-deductible. This may seem 

a positive effect on the company (Lee, Seo and Sharma, 2013). Damert and 

Baumgartner (2018) stated companies might take advantage of leverage to 

enhance CSR and be willing to take chances by going beyond institutionalised 

expectations. On the other hand, Ziegler and Schröder (2010) noted that 

companies with low debt are more likely to have a better opportunity to invest 

in environmental and social activities since leverage is controlled. 

 

Sajid, Mahmood and Sabir (2016) stated firms could increase profits and 

reduce cost by continuously investing and eventually improve the growth of 

the firm. In this situation, leverage is significant factor that allows and assists 

the managers to take sensible and comprehensive financial decisions to 

finance such investment opportunities. For example, Oware and Awunyo-vitor 

(2021) find that financial leverage is sensitive to environmental disclosure of 
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listed firms in India. However, Darus, Zuki and Yusoff (2019) study show that 

the relationship between financial leverage and carbon disclosure is negative.  

Giannarakis (2014) stated financial leverage is related negatively to the extent 

of a company’s CSR disclosure. Their explanation for this result is due to the 

fact that firms with high leverage levels do not seem to disclose ESG data or 

these firms share less ESG data with their creditors, possibly because 

reporting ESG and publishing sustainability/CSR reporting bring additional 

costs. Branco and Lima-Rodrigues (2006) and Andrikopoulos and Kriklani 

(2013) concluded with similar outcomes. 

 
Mishra and Modi (2013) reported that firms with high leverage could not 

continue funding resources for philanthropic expenditures. Any investments 

towards such activities might seem unjustifiable over time by firms’ 

stakeholders, while a high leverage ratio can lead to negative financial 

performance and hurt cashflow through interest cost (Capon, Farley and 

Hoenig, 1990). 

In examining whether financial leverage has a significant role in improving or 

damaging the association between sustainability committee and CSP, existing 

literature adopts two different proxies to measure financial leverage. 

1. Leverage is measured by the total debt-to-asset ratio (Judge and 

Korzhenitskaya, 2012). 

2. Long-term debt divided by total assets from the end of the year (Burke, 

Hoitash and Hoitash, 2019). 
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This study uses the first option of total debt calculated by adding up a firm’s 

current liabilities and non-current liabilities divided by total assets. The data 

was collected from the Fame database, and Microsoft Excel was used for the 

final calculation.  

 
IV. Firm Age  

 

Firm age is measured by the number of years since operation or from the IPO 

date (Biswas, Mansi and Pandey, 2018). Prior studies suggest that the firm 

age is a matter of consideration.  For example, older firms face less risk of 

legitimacy as they have already established their legitimacy or have the 

experience to manage their legitimacy to stakeholders (Lozano, Carpenter and 

Huisingh, 2015). Generally, prior studies have focused on the impact of firm 

age on financial performance (Ilaboya and Ohiokha, 2016). There is a limited 

but growing body of research that examines the link between firm age and 

sustainability performance.   

 
Adomako et al. (2019) found firm age plays a crucial role in leveraging ESO 

(environmental sustainability orientation) activities which helped firms deliver 

better overall performance; their study was in a developing country (Ghana), 

and the focus was on family vs. non-family firms, not in the context of large 

corporations. Likewise, Khan et al. (2020) found that younger firms showed a 

higher innovativeness level than older firms about ESO.  

 
Based on the legitimacy theory framework, firm age is considered vital in 

persuading older companies to act on sustainability issues compared to young 
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companies due to their extensive experience (Orazalin and Mahmood, 2018). 

According to Khan et al., (2021) and Raimo et al., (2021) there are greater 

expectations on older firms to engage in more sustainability activities in order 

to protect their reputation, and older companies have better opportunities to 

achieve compared to younger firms. This is explained by older firms having 

more experienced directors in the corporate boardroom, and older firms 

usually have better opportunities to obtain funds from the government and 

access to financial resource such green funds (ibid). Another advantage is that 

older corporations have more external networks and more substantial 

legitimacy than younger competitor companies (Ouimet and Zarutskie, 2014).  

 
Examples vary with the context of experiences in entry mode research, for 

example, country-specific expertise and international experience are more 

likely to support older companies’ commitment to sustainability practice (Li, 

and Meyer, 2009).  Additionally, younger companies face ‘liability of newness’; 

they must gain experience and learn their roles as successful social actors 

(Singh, House and Tucker, 1986). 

Previous studies have reported an inconsistent association between CSP and 

firm age. For example, Mahmood and Orazalin (2017) examined the extent 

and nature of sustainability reporting practices. The study was based on a 

sample of 50 oil and gas firms in Russia for the period 2012-2016; they 

documented that older and more established firms tend to disclose more 

sustainability activities. Likewise, Delaney and Huselid (1996) found a positive 

relationship between firm age and sustainability disclosure in the case of US 

firms.  
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In contrast, Trencansky and Tsaparlidis (2014) carried out a study based on a 

questionnaire sent to 1624 Sweden companies in 2013. The study concluded 

that there is little or no effect of company age and type of industry on the level 

of CSR. Similarly, Younis and Sundarakani (2019) reported that firm age does 

not have any relationship to sustainability. 

 
This study follows Judge and Korzhenitskaya (2012) and measures firm age 

as the natural log of firm age plus one. 

 
V. Industry group 

 
This study examines any associations between specific industry groups and 

CSP, with the data collected from several industries (see table 4.8). As seen 

in section 1.1 industries sensitivity to social and environmental issues are 

varied (Burke, Hoitash and Hoitash, 2019). Similarly, Cowen, Ferreri and 

Parker (1987) stated there is clear visibility of and more significant public 

pressure placed on those corporations that are significant contributors to 

environmental and social risks. There is more expectation from corporations 

belonging to chemicals, forestry, oil and gas, and transport sectors to improve 

their environmental performance, while consumer, media, real estate, and 

telecommunications are under greater scrutiny in terms of their CSR (Yu, Choi 

and Zhang, 2015). 

 
The Companies in this study sample belong to 10 industries detailed in Table 

4.8. Nine dummy industries variables were used to control for the sector of 

activity impacts on the CSP. The consequences of ignoring group 
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heterogeneities of different industries could result in inaccurate findings, since 

heterogeneities among industry groups may lead to different outcomes (Yu, 

Choi and Zhang, 2015). 

Table 4. 8: Distribution of FTSE150 companies between 2010-2018 

ICB code Number of companies Percentage 

Consumer Discretionary 29 26% 

Industrials 25 22% 

Consumer Staples 14 13% 

Basic Materials 10 9% 

Health Care 8 7% 

Real Estate 8 7% 

Technology 7 6% 

Utilities 6 5% 

Energy 3 3% 

Telecommunications 2 2% 
 

Finally, this study investigates CSP over the chosen period from 2010 to 2018. 

The study period (9 years) allows for control for the possible impacts of time-

specific factors (e.g., business cycles) on corporate social endeavours. Thus, 

eight dummy variables were used to control for temporal influences. 

Having discussed the intricacies of the variables used in this study, the next 

section expands to outline the sample and panel data in detail. 

4.8 Sample and Panel Data 

This thesis was designed to examine the impact SCC on CSP; the initial 

sample chosen represents 116 (1044 firm-year observations) non-financial 

companies from the FTSE 150, over the period 2010-2018. The data are 

collected from the following resources: dependent variables (ESG) data is 

collected from Refinitiv; independent variables (SCC) are collected from 

companies’ annual reports; control variables firms characteristics) data were 
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collected from Fame database. However, 4 firms (ABCAM PLC, DART 

GROUP PLC, AIRTEL AFRICA PLC and TRAINLINE PLC) were dropped from 

the sample list in order to obtain more reliable findings from this research 

study. The reason for exclusion was due to unavailability of sufficient ESG. 

The adjustments led to in a final unbalanced panel of 926 firm-year 

observations for 112 firms (See Table 4. 9). 

 Unbalanced panel occurs when observations for all periods are not equal. In 

such scenarios there is missing data for one entity and in one time-period. This 

study followed previous studies which also had unbalanced panel data 

(Diebecker, Rose and Sommer, 2017; Lourenço and Branco, 2013; Braam 

and Peeters, 2018; Jung et al., 2018; Manning, Braam and Reimsbach, 2019).  

Table 4. 9:  Sample Selection Criteria 

              Number 

Total companies in the FTSE 150       150 

Exclude: Financial companies   34 

Exclude:  companies with missing ESG data     4 

                

Total number of companies in the final sample     112 

 

4.9 Regression Model 

This thesis uses a multiple linear regression analysis in order to answer the 

research questions. The following model was developed to test the association 

between sustainability committees’ characteristics and corporate sustainability 

performance. Previous studies used fixed effects and random effects for 

analysing panel data (e.g., Hussain, Rigoni and Orij, 2018).   
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The integrated software package STATA (version 17) is applied to display the 

linear regression's statistical findings (Katmon et al., 2019). To achieve a level 

of validity and robustness of results, previous empirical models are followed 

(Bernard, Godard and Zouaoui, 2018; Hussain, Rigoni and Orij, 2018; Artiach 

et al., 2010). The impact of explanatory variables on CSP was analysed by 

panel data modelling. The functional form of the regression model is as 

follows: 
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𝐶𝑆𝑃 = 𝛼 + 𝛽1 𝐸𝑁𝑉. 𝑆𝐶𝑂𝑅𝐸 𝑖,𝑡 + 𝛽2 𝑆𝑂𝐶. 𝑆𝐶𝑂𝑅𝐸 𝑖,𝑡  

+ 𝛽3 𝐺𝑂𝑉. 𝑆𝐶𝑂𝑅𝐸  𝑖,𝑡 + 𝛽4 𝐹𝐶_𝑆𝑈𝑆𝐶𝑂𝑀𝑖,𝑡−𝑘  𝛽5 NON

− FC_𝑆𝑈𝑆𝐶𝑂𝑀𝑖,𝑡 + 𝛽6 𝐶𝑂𝑀𝑆𝐼𝑍𝐸 𝑖,𝑡 +  𝛽7 𝐼𝑁𝐷 < 50%𝑖,𝑡 

+ 𝛽8 𝐶𝑀𝑇𝑁𝐺𝑖,𝑡 +  𝛽9 𝐶𝐻𝐴𝑃𝑂𝑆𝑖,𝑡 +  𝛽10 𝐶𝐻𝐴𝐺𝐸𝑁𝑖,𝑡 +  𝛽11 𝐺𝐸𝑁𝐷𝐸𝑅𝑖,𝑡 

+   𝛽12 𝐴𝐺𝐸𝑖,𝑡 +  𝛽13 𝐸𝐷𝑈𝐿𝐸𝑉𝐸𝐿𝑖,𝑡  +  𝛽14 𝐹𝑆𝐼𝑍𝐸𝑖,𝑡 +  𝛽15 𝑅𝑂𝐴𝑖,𝑡 + 𝛽16 𝐿𝐸𝑉𝑖,𝑡  

+  𝛽17 𝐹𝐴𝐺𝐸𝑖,𝑡 +  ∑  ∅𝑗  𝐼𝐶𝐵 + 𝜀𝑖,𝑡

10

𝑖=1

+ ∑  𝜆𝜅 𝑌𝐸𝐴𝑅 + 𝜀𝑖,𝑡

9

𝑘=1

 

Where CSP = Corporate Sustainability Performance; ENV.SCORE = 

environmental score; SOC.SCORE =_ social score; GOV.SCORE = 

governmental score they were measured using index scoring of ESG of firm i 

at time t; FC_SUSCOM = Focused Sustainability committee, measure using if 

there is sustainability Committee at board level of firm i at time t; NON-

FCSUSCOM = Non-focused Sustainability committee measure if there is any 

Corporate Social Responsibility, Environmental/Health/Safety Committee etc 

at board level of firm i at time t; COMSIZE = Size of committee, measured 

using number of the sustainability or equivalent committee of firm i at time t; 

IND<50% = Committee independent measured using the percentage of outsie 

directors to total committee members of firm i at time t; CMTNG = Frequency 

committee meeting measured using the number of committees meeting a year 

of firm i at time t; CHAGEN = Committee chairperson gender measured using 

if chairperson is female of firm i at time t; CHAPOS = Committee chairperson 

position measured using if chairperson position whether internal directors of 

firm i at time t; GENDER = Committee gender diversity, measured using the 

Blau Index on the percentage of female director on the committee of firm i at 

time t; AGE = Committee age diversity measured using the coefficient of 

variation in age of the committee members of firm i at time t; EDULEVEL = 

Committee education level diversity measured using the Blau Index on the 

proportion of comm members in each category of educational level such as 

PhD, MSc, BSc of firm i at time t; FSIZE = measure by the natural logarithm of 

total assets of firm i at time t; ROA = Return on assets measure the operating 

income to total assets of firm i at time t; LEV = Leverage measure the total 

liabilities divided by total assets of firm i at time t; FCF = Operating activity + 

investing activity / revenue of firm i at time; FAGE = Firm age Calculated as 

natural log of one plus years since incorporated of firm i at time t. ICB and 

YEAR are dummy variables that capture the sector of activity and temporal 

effects.  
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4.10 Summary of chapter 

This chapter provided an overview of the research methodology. Beginning 

with paradigms and the philosophical assumptions associated with each 

approach, it evidenced the steps taken in building the research design, 

providing justifications for adopting positivism as the chosen method of study 

at each decision-making stage. The main reason for adopting a quantitative 

methodology for this study is that it allows researchers to understand and 

clarify small differences in data, gives a reliable outcome and is the foundation 

for exact assessments of the hypotheses.  

 
This chapter has reiterated the usefulness of consulting many sources, 

including a company’s annual report, Refinitiv and Fame databases used to 

collect information about the study sample and industry distribution of the 

companies applied in the study.  

 
The next chapter presents the detailed descriptive statistics that were adopted 

in the study and the results they generated. More precisely, it presents 

discussion around the descriptive statistics and multiple regression analysis 

and provides some analysis around outcomes; it also discusses contrasts with 

the results of earlier studies.  

 
Chapter 5 starts with: Discussion of the results and outcomes of the regression 

analysis compared with what was expected are provided in this chapter. A 

logistic regression model was applied to find the possible association between 

sustainability committee characteristics and CSP.  
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Furthermore, this chapter also sheds light on the findings of the analysis and 

compares them with previous literature. Findings that support or are at odds 

with previous studies enable this study to identify both contribution to 

knowledge and any limitations from this study. A summary of these findings is 

stated at the end of the chapter. 
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CHAPTER FIVE: RESULTS 

 

5.1 Introduction 

he purpose of this study is to investigate sustainability committees 

and their characteristics (SCC) and explore whether such 

committees improve CSP. This chapter presents the study's 

findings; specifically, it offers a summary and discussion of the analysis to 

answer the main research question, “What is the Impact of Sustainability 

Committee Characteristics on Corporate Sustainability Performance?”  

 
Several hypotheses were developed after an extensive review of the literature 

from previous studies, as summarised in chapter three, and a general 

summary of the theoretical models underpinning this study. These hypotheses 

were established to examine the association between SCC and CSP of 

selected FTSE firms over the years 2010-2018. To assess the legitimacy of 

the hypotheses and respond to the study’s key research question, a 

combination of statistical and methodological techniques was used. The 

following sections identify the specific checks taken and methods followed in 

stepwise order, with reference to literature to ascertain provenance and justify 

their use: 

1. Evaluation of trends: Descriptive data from firms’ annual reports was 

captured to identify trends in focused and non-focused sustainability 

committees over the chosen study period. Trends include sector-specific 

observations. 

T 
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2. Descriptive statistics: These allow researchers to know the basic 

features of the data used in the study; in this instance, ESG scores were 

mapped using data from firms’ annual reports, Refinitiv and FAME 

database. 

3. Correlation matrix: This technique was employed to examine the linear 

relationship between the selected independent variables. In doing so, it 

prepared the way for regression analysis. 

4. Multicollinearity: VIF and tolerance tests were applied to investigate the 

presence of multicollinearity among the variables. 

5. Regression analysis: Three regression analyses (pooled OLS, fixed 

effects and random effects) were carried out to test the association 

between variables.  

6. Robustness checks: Before carrying out the panel regression model, 

several robustness checks were performed to identify possible 

endogenous variables. Since this research study adopted unbalanced 

panel data to explore the influence of SCC on CSP, a number of 

specification tests were also conducted to choose the most suitable 

panel model for each regression: the Hausman test, the Breusch‐Pagan, 

Heteroscedasticity the F‐test. Following this, the model was tested for 

fixed-term and random effects. 

 

Having clarified and justified the model, and after checking for robustness, the 

hypotheses were tested. Finally, the chapter summarises the findings that 

conclude the impact of SCC on ESG / CSP performance and lead into the 

discussion and concluding chapters. 

 

5.2 Data summary 

The data for this study span nine years (2010-2018), collected from 112 

FTSE150 non-financial companies (See table 5.1) across ten different 

industries (by ICB classification). The FTSE150 represents the 150 most 
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highly capitalised stocks, comprising financial and non-financial organisations. 

Therefore, the study focus was intentionally narrowed down to non-financial 

companies representing 116 companies. The sample was further reduced to 

112 due to 4 companies having missing values, thus ensuring all ESG 

components were reflected in each selected firm’s data.  

 
Table 5.1 below summarises the distribution of the different companies across 

the different sectors. More than half (60.3%) of the FTSE150 companies 

during the study period (2010-2018) were from three industries: Consumer 

Discretionary, Industrials, and Consumer Staples. The Energy and 

Telecommunications industries were the least represented in this study; 

combined, they comprised approximately 5.2% of the total number of 

companies.  

Table 5. 1: Distribution of FTSE150 companies between 2010-2018 

ICB code Number of companies Percentage 

Consumer Discretionary 29 25.89% 

Industrials 25 22.32% 

Consumer Staples 14 12.50% 

Basic Materials 10 8.93% 

Health Care 8 7.14% 

Real Estate 8 7.14% 

Technology 7 6.25% 

Utilities 6 5.36% 

Energy 3 2.68% 

Telecommunications 2 1.79% 

 

5.3 Trends in focused sustainability committee  

The first hypotheses explored the presence of a focused or non-focused 

sustainability committee within the board and their impact on CSP. These 
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committees were defined in section 1.3 as either a committee within the BoD 

whose unique role (‘focused SC’) is to liaise with the firm/stakeholders / 

regulatory bodies to assist the board in delivering its sustainability agenda, or 

a non-focused SC that had other foci such as audit or health and safety. The 

starting point was to consider the trends overtime related to those companies 

with a focused SC.  

 

As shown in Figure 5.1, the number of companies having sustainability 

committees has increased over the sample period. For example, there were 7 

companies in the study sample with a focused sustainability committee (7.84% 

of the overall sample) in 2010, which increased to 16 in 2018 (14.28% of the 

overall sample, representing a 128% increase). The biggest change in the 

increase of companies having a focused sustainability committee was in 2017, 

where the number of sustainability committees rose by three units. This 

coincides with the 2015 Paris Agreement and its implications for sustainability 

transitions (Secinaro et al, 2020; Tolliver, Keeley and Managi, 2020). 
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Figure 5. 1: Focused Sustainability committee trend between 2010-2018 

 

The next consideration was to map the distribution of focused sustainability 

committees across the sampled firms and establish whether any discrepancy 

can be credited to industry type. Accordingly, the total sample was classified 

into ten industries, as provided by the LSE, as detailed in Table 5.2 below.  

Table 5. 2: A comparison of the distribution of focused sustainability committees based on 
industry type  

Sectors 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Consumer 
Discretionary 

0 0 0 1 1 1 1 1 1 

Industrials 0 0 0 0 1 1 1 2 3 

Consumer Staples 0 0 0 0 1 1 1 2 2 

Basic Materials 4 4 5 5 5 5 5 5 5 

Health Care 0 0 0 0 0 1 1 1 1 

Real Estate 2 2 0 0 0 1 1 2 2 

Technology 0 0 0 0 0 0 0 0 0 

Utilities 0 0 1 1 1 1 1 1 1 

Energy 0 0 0 0 0 0 0 0 0 

Telecommunications 1 1 1 1 1 1 1 1 1 

Total 7 7 7 8 10 12 12 15 16 
Note: each figure represents the total number of focused sustainability committees per sector; for 
instance, in 2010, 4 companies in the Basic Materials Sector had a focused SC; this rose to 5 companies 
in 2012. 

 

There are three primary considerations here. First, there appears to be 

industry-specific convergence in terms of the numbers of firms adopting 

7 7 7
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Focused Sustainability Committee 
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focused sustainability committees to deliver on their sustainability goals 

among sampled firms over the period.  

 
For instance, Table 5.2 above shows that the number of focused sustainability 

committees is higher in firms in the Basic Materials and Industrials sectors. 

This correlates with heavy industries being significant contributors to 

environmental pollution (Tiseo, 2019) and may suggest they establish focused 

sustainability committees to improve their impact on the environment.  

Figure 5. 2: Trends in sustainability performance over time by ICB industry classification 

  

The ESG scores extracted from the data using annual reports and Refinitiv are 

presented in figure 5.2. From this, it can be determined that the Consumer 

Staples and Real Estate industries have a lower environmental impact than 

Basic Materials, Transportation, and Industrials firms. One interpretation for 

this finding indicates that heavy industries such as Basic Materials, 

Transportation, and Industrials firms generate more heat and significantly 
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contribute to greenhouse gas emissions. In addition, they are voluntarily 

establishing focused sustainability committees for two reasons. First, to 

reduce their negative effects on ESG performance (Hussain, Rigoni and Orij 

2018) and second, to gain and win favourable public views of their operations 

(Helfaya and Moussa, 2017).  

 
Another consideration is that the proportion of companies with a focused 

sustainability committee does not increase equally among industries over the 

sample period. More interestingly, as shown in table 5.2, there is no uptake of 

focused sustainability committees in the Technology and Energy sectors. The 

presence of focused sustainability committees across all industries was low 

during the first three years of the study period, 2010, 2011 and 2012. However, 

increasing concern from the UN and pressure from different stakeholders has 

led to the increased establishment by companies of a focused sustainability 

committee from 2013 onward (Burke, Hoitash and Hoitash, 2019).  

 

5.4 Non-focused sustainability committee 

Table 5.3 shows the yearly sample distribution of non-focused sustainability 

committees across industries. As can be seen at the start of the study period, 

there were 25 non-focused SCs in total across all sectors; this rose to 40 by 

2018. Companies in the Consumer Discretionary and Industrials sectors have 

the most observations, accounting for 15 SCs in total out of 40 in 2018. 

Furthermore, no Real Estate companies had a non-focused SC in 2010, but 

by 2018, 3 did.  
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The results may suggest establishing a non-focused sustainability committee 

provides an opportunity and incentive for firms to disclose their activities. In 

addition, the Legitimacy Theory framework suggests that such committees 

allow companies to address sustainability problems and that the voluntary 

publishing of sustainability reports creates trust within society (Hesseling, 

2017; Vitolla and Rubino, 2018). 

Table 5. 3: Distribution of Non-focused Sustainability Committee by sector over time 

Sectors   2010 2011 2012 2013 2014 2015 2016 2017 2018 

Consumer 
Discretionary 

8 8 8 8 8 9 9 9 9 

Industrials 5 5 6 6 6 6 6 6 6 

Consumer Staples 5 5 5 5 4 4 5 5 5 

Basic Materials 4 4 4 4 4 4 4 4 5 

Health Care 4 4 4 4 4 3 3 4 4 

Real Estate 0 0 0 2 2 2 2 2 3 

Technology 0 0 0 0 0 0 0 0 0 

Utilities 5 5 4 5 5 5 5 5 5 

Energy 2 2 2 3 3 3 3 3 3 

Telecommunications 0 0 0 0 0 0 0 0 0 

Total 33 33 33 37 36 36 37 38 40 

 

It was interesting to note that the Technology and Telecommunications sectors 

have neither focused nor non-focused sustainability committees. There are 

two considerations when interpreting this finding: firstly, only 8% (9/112*100) 

of the sample companies represent these two sectors. Other companies in this 

sector are not represented in the FTSE 150, therefore not part of this study: 

further scrutiny is merited of this finding to unpick trends, and this is a 

suggestion taken to the concluding chapter. Secondly, from reviewing the 

literature, the finding of this study aligns with Liao, Luo and Tang (2015) in that 

since implementing ESG sustainability practice is costly and there is no 
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restricting regulation from authorities, companies become relaxed in their 

approach.  

 
According to O'Brien (2020), approximately 28% of managerial staff in large 

UK businesses believe information technology sustainability to be a top priority 

for their business more than required reporting and regulatory obligations. 

However, this study’s finding suggests no evidence that this has been 

prioritised within the sector. 

 
Additionally, figure 5.3 seems to show an overall positive trend in the presence 

of a non-focused sustainability committee over time:  

Figure 5. 3: Non-focused sustainability committee over time 

  

 

5.5 Descriptive statistics 

This section offers the descriptive statistics of the variables used in the 

regression analysis. The purpose of employing descriptive statistics is to 

determine the central tendency and the distribution of the variables. In 
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addition, descriptive statistics provide a normality test by the measure of 

skewness and kurtosis.  

 
Table 5.4 presents the average level of ESG scores, the dependent variables. 

ESG performance is in the range of 60-68%, which is reflected by the third 

quartile. According to Refinitiv methodology, a Firm ESG score range between 

50-75% indicates “good relative performance and an above-average degree 

of transparency in reporting material ESG data publicly” (Refinitiv, 2019, p.7). 

However, a caveat here is that Hoang et al. (2021) have demonstrated that 

legislation (such as the Sarbanes-Oxley Act) can negatively affect 

transparency and corporate environmental performance.  

Figure 5. 4: Trends in sustainability performance over time 

  

Moreover, Figure 5.4 reveals that, on average, the FTSE150 companies in this 

study ranked highest on environmental sustainability performance and lowest 

on governance measures; there were marginal differences in environmental 

scores and social scores. The highest growth in sustainability performance 



259 
 

has been in the last five years of the study period (2014-2018).  This coincides 

with the Paris Agreement (UN, 2015) and the UK government implementing 

the 17 SDGs in 2015. As a result, more and more firms actively integrate 

sustainability standards into their activities, influencing sustainability 

performance (House of Commons International Development Committee, 

2016). 

 
It is likely that environmental sustainability performance comparatively ranks 

highest because of the recent discourse on climate change and environmental 

agreements, including The Paris Agreement and its Nationally Determined 

Commitments (NDCs) (UN, 2015). There are two obvious reasons behind that.  

Firstly, governmental pressure and tougher regulation to reduce carbon 

emissions and toward a net-zero target by 2050 - for example, Birmingham 

clean air zone, natural gas phased out, low-carbon heating to homes, and 

phase-out of fossil fuel vehicles (BEIS, 2021).  

 
Secondly, based on the findings of this study, this is likely attributed to the 

increase in sustainability committees over time and the impact they have on 

CSR; Orazalin (2020, p.148) found that the positive relationship between 

board sustainability committees and corporate sustainability performance was 

attributable to the effectiveness of CSR strategies.  

Table 5.4 presents the summary statistics for sustainability performance 

measures of the independent variables; in particular, it focuses on the 

committee size (COMSIZE) and frequency of committee meetings (CMTNG). 

Table 5.4. shows that the COMSIZE average is 5 members; the minimum is 
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two, and the maximum is 10. Committee size (COMSIZE) is measured by the 

number of committee members; as can be seen, the standard deviation is 1.8: 

Table 5. 4: Summary statistics for sustainability performance measures and control variables 

Variable Count Mean SD Min Max Median Skewness Kurtosis 

GOV_SCORE 926 60.227 20.119 6.929 96.316 63.182 -0.370 2.285 

ENV_SCORE 926 68.209 16.618 16.937 98.754 68.637 -0.345 2.426 

SOC_SCORE 926 65.436 17.648 10.870 96.521 67.554 -0.437 2.562 

ESG_SCORE 926 64.624 14.168 17.860 94.330 65.385 -0.391 2.775 

COMSIZE 926 5 1.845 2 10 3 1.192 4.159 

CMTNG 926 4 1.710 1 7 3 0.298 2.254 

GENDER 926 0.138 0.198 0.000 0.500 0.000 0.806 1.780 

AGE 926 3.848 5.38 0 23.42 0 1.001 2.821 

EDULVEL 926 0.198 0.246 0.000 0.670 0.000 0.586 1.621 

FSIZE 925 8.426 1.511 3.664 12.713 8.280 0.216 3.282 

ROA 925 13.536 24.018 -28.000 311.000 10.000 9.042 97.062 

LEV 925 58.837 19.452 1.000 129.000 58.000 0.337 3.052 

FCF 924 5.006 43.526 -709.00 390.000 5.000 -6.447 118.733 

FAGE 926 3.991 0.889 0.693 5.624 4.119 -0.423 2.617 
In this analysis, the dependent variables are (ESG) Environmental, Social, and Governance disclosure of 
sustainability, measured using index scoring of sustainability from Refinitiv.  
The independent variables are Committee Size (COMSIZE) measured using Number of directors on the committee; 
Frequency Committee Meetings (CMTNG) measured using number of committees meeting a year; Committee 
Gender Diversity (GENDER) measured using percentage of female director on the committee; Age Diversity (AGE) 
measured using the coefficient of variation in age of the committee members; Education Level (EDULVEL) measured 
using the Blau Index on the percentage of committee members in each category of educational level for instance, 
undergraduate degree, master degree and PhD.  
The control variables are Firm Size (FSIZE) measured using the natural log of total assets; Profitability (ROA) 
measured using Return on assets as EBIT divided by total assets; Leverage (LEV) measured using total debt divided 
by total assets; Free Cash Flow (FCF) measured using (operating activity + investing activity) / revenue; Firm Age 
(FAGE) measured calculated as natural log of one plus years since the IPO.  

 

In the study sample, the firms with the lowest sustainability committee size are 

Derwent London PLC and Redrow PLC. However, their ESG performance is 

scored at 69% equally, indicating an above-average score compared to the 

other sampled companies. A finding cannot be concluded based on these two 

observations, i.e., that there is a relationship between committee size and ESG 

performance, because this may change if more observations and additional 

variables are added to the existing model formulated in chapter 4.  
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It is already known that larger boards can more effectively mitigate detrimental 

sustainability practices (e.g., Shehata, Salhin, and El-Helaly 2017). However, 

Liao, Luo and Tang (2015) had also investigated this in sub-committees, 

finding that those firms who disclosed ESG data had environmental 

committees with a significantly higher number of members compared to those 

firms who did not.  

 
Additionally, table 5.4 shows summary descriptive statistics of financial 

performance proxies and control variables. The analysis of firm size is 

measured by the natural log of firms’ total assets. This study assumed that 

large firms could invest in the ESG and have a sustainability committee to 

assist the corporate board in monitoring sustainability issues.  

Moreover, Appendix 3 shows that Return on Assets (ROA) and financial 

capacity (FCF) display considerable dispersion and skewness with the 

influence of some extreme values above +/-1 and they are unlikely to conform 

to the distributional assumptions of parametric tests, therefore, they are 

winsorised at 1% and 99% levels to reduce the outlier. 

 

5.6 Correlation matrix of coefficients 

The correlation coefficient is broadly used to test the direction of the linear 

relationship among explanatory and control variables (Gujarati, 2009; Asuero, 

Sayago and Gonzalez, 2006). The correlation matrix allows researchers to 

discover a presence of collinearity between the variables; high pair-wise 

correlations may become indicators of collinearity problems. According to 
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Pallant (2013), pairwise correlation coefficients in excess of 0.8 indicate the 

threat of multicollinearity.  

Furthermore, Kline (2005) and Chong, Nazim, and Ahmad (2014) stated that 

if the correlation matrix value exceeded the threshold of 0.85, it might indicate 

a multicollinearity problem. Moreover, Pallant (2007) claimed multicollinearity 

problems arise if a correlation between independent variables exceeds a 

threshold value of 0.7. Finally, Dlama (2021) noted any value of 0.5 and -0.5 

could be considered a moderate correlation. 

 
It can be seen from Table 5.5 that there are low correlations among all the 

independent and control variables, which suggests that multicollinearity is 

unlikely to be a concern. The highest coefficient among the variables 

(Spearman’s q) at -0.5107 is between Chairperson Gender (CHAGEN) and 

NON-Focused Sustainability Committee (NON-FC_SUSCOM).  
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Table 5. 5: Summary of Pearson’s correlation matrix for the variables 
 Variables 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

1 FC_SUSCOM 1.0000 
              

2 NON-FC_SUSCOM 0.9075 1.0000 
             

3 COMSIZE -0.1257 -0.1352 1.0000 
            

4 IND<50% -0.1545 -0.1159 -0.0683 1.0000 
           

5 CMTNG  -0.3275 -0.2779 -0.0738 -0.0710 1.0000 
          

6 GENDE  -0.1139 -0.1031 -0.1604 0.0020 -0.0585 1.0000 
         

7 AGE -0.2371 -0.2610 -0.2598 -0.0539 0.0901 -0.0174 1.0000 
        

8 EDULVEL -0.1861 -0.2033 -0.3146 -0.2008 -0.1016 -0.0944 -0.1524 1.0000 
       

9 CHAGEN -0.4580 -0.5107 -0.1520 -0.0298 -0.0077 0.2401 0.0579 0.1203 1.0000 
      

10 CHAPOS -0.2951 -0.3880 0.1409 -0.4658 -0.0393 -0.2074 0.1731 -0.0242 0.1159 1.0000 
     

11 FSIZE 0.0619 0.0681 0.0019 -0.0574 -0.1721 -0.1012 0.0709 -0.1026 -0.0400 0.0028 1.0000 
    

12 ROA_w 0.0332 0.0330 -0.0058 0.0122 -0.0501 0.0933 0.0018 -0.1359 0.0403 0.0158 0.3780 1.0000 
   

13 LEV 0.0331 -0.0045 -0.0714 -0.0620 0.0213 -0.0430 -0.0271 -0.0519 0.1680 0.0627 -0.0873 -0.0402 1.0000 
  

14 FCF_w -0.0761 -0.0753 -0.0173 0.0859 -0.0324 -0.0331 -0.0125 0.0800 0.0277 0.0051 -0.0700 -0.2393 -0.0586 1.0000 
 

15 FAGE -0.0261 0.0390 -0.0743 0.0414 -0.0451 0.0960 -0.0046 0.0393 0.0483 0.0079 -0.2036 -0.0054 0.0968 -0.0099 1.0000 

* Significant at the 10% level; ** Significant at the 5% level; *** Significant at the 1% level. In this analysis, the independent variables are (ESG) Environmental, Social, and Governance disclosure of 
sustainability, measured using index scoring of sustainability from Refinitiv.  
The independent variables are Focused Sustainability Committee (FC_SUSCOM) measured using Dummy variable, 1 if there is sustainability Committee 0 otherwise; Non-focused sustainability 
committee (NON-FC_SUSCOM)measured using dummy variable, 1 if there is any Social Responsibility Charity Committee or Ethics, Integrity Committee or Environmental Health Safety Committee; 
0 otherwise; Committee Size (COMSIZE) measured using Number of directors on the committee; Committee Independence (IND<50%) measured using dummy variable, committee independence = 
or<50% then it is equal to “1” otherwise “0”; Frequency Committee Meetings (CMTNG) measured using number of committees meeting a year; Committee Gender Diversity (GENDER) measured 
using the Blau Index on the percentage of female director on the committee; Age Diversity (AGE) measured using the coefficient of variation in age of the committee members; Education Level 
(EDULVEL) measured using the Blau Index on the percentage of committee members in each category of educational level for instance, undergraduate degree, master degree and PhD; Chairperson 
Gender (CHAGEN) measured using dummy variable, 1 if chairperson female and 0 otherwise; Chairperson Position (CHAPOS) measured using dummy variable, 1 if chairperson position is independent 
and 0 otherwise.  
The control variables are Firm Size (FSIZE) measured using the natural log of total assets; Profitability (ROA_w) measured using Return on assets as EBIT divided by total assets; Leverage (LEV) 
measured using total debt divided by total assets; Free Cash Flow (FCF_w) measured using operating activity + investing activity / revenue; Firm Age (FAGE) measured calculated as natural log of 
one plus years since the IPO.  
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5.7 Multicollinearity test (VIF) 

One of the challenges with a regression model is that where there is a perfect 

linear relationship among the predictors, the estimates for a regression model 

cannot be uniquely computed (Artiach et al., 2010; Pryce, 2005). Although 

collinearity implies that two variables are near perfect linear combinations, 

more than two variables involved are often multicollinearity (Dormann et al., 

2013). However, the two terms are used interchangeably. Two methods were 

used to investigate the presence of multicollinearity among the variables. 

These are VIF and tolerance statistics tests (Zaid et al., 2020).  

 
As a general rule of thumb, a variable whose VIF values are more significant 

than ten merits further investigation (Gujarati, 2009). This thesis follows 

researchers (Barnett and Salomon, 2012; Hessels and Terjesen, 2010; 

Pallant, 2013; Mahmood and Orazalin, 2017) who use tolerance, defined as 

1/VIF, to ascertain the degree of collinearity that set the VIF-limit to the 

maximum of 10. A tolerance value lower than 0.1 is comparable to a VIF of 10.  

 
When analysing multivariate regressions, any multicollinearity detected is 

considered to be problematic (Burke, Hoitash and Hoitash, 2019). In this study, 

a correlation matrix was employed to indicate the existence of multicollinearity. 

Coakes, Amar and Granados (2010) suggest that multicollinearity is identified 

if any squared multiple correlations are near or equal to 1. Field (2009) further 

explains that if correlations are above 0.8 or 0.9, multicollinearity exists. 

Nonetheless, they suggest the inclusion of the offending variables needs to be 

reconsidered. The VIF test is written as follows (Wooldridge, 2010):  
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VIF = 1/1-Ri 2 

Where: 

Ri2 is the unadjusted R2 when Xi is regressed against all the other 

independent variables in the model. Therefore, if the VIF result is bigger than 

10, there is a problem with multicollinearity (Gujarati, 2009). However, it can 

be easily seen from table 5.6 that the test indicated no multicollinearity 

problems since the VIF results for all regression models was less than 10. 

 
As shown from Table 5.6 below, the VIF values of variables used in the models 

fall between a maximum of 8.88 and a minimum of 1.12, which suggests that 

there is no significant multicollinearity problem. Likewise, in terms of the 

tolerance statistics test, most variables show tolerance values between 0.88 

and 0.11, indicating no considerable multicollinearity problem.  

Table 5. 6: VIF 

     VIF   1/VIF 

 IND<50% 8.937 .112 

 EDULVEL 8.905 .112 

 CHAPOS 7.079 .141 

 COMSIZE 6.666 .15 

 CMTNG 5.27 .19 

 GENDER 3.747 .267 

 AGE 3.438 .291 

NON-FC_SUSCOM 3.02 0.331 

 CHAGEN 2.884 .347 

 FSIZE 2.097 .477 

 FC_SUSCOM 1.475 .678 

 LEV 1.401 .714 

 ROA 1.326 .754 

 FAGE 1.324 .755 

 FCF 1.062 .942 

 Mean VIF 2.946 

 
In this analysis, the independent variables are (ESG) Environmental, Social, and Governance 
disclosure of sustainability, measured using index scoring of sustainability from Refinitiv.  
The independent variables are Focused Sustainability Committee (FC_SUSCOM) measured 
using Dummy variable, 1 if there is sustainability Committee 0 otherwise; Non-focused 
sustainability committee (NON-FC_SUSCOM)measured using dummy variable, 1 if there is 
any Social Responsibility Charity Committee or Ethics, Integrity Committee or Environmental 
Health Safety Committee; 0 otherwise; Committee Size (COMSIZE) measured using Number 
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of directors on the committee; Committee Independence (IND<50%) measured using dummy 
variable, committee independence =< to 50% then it is equal to “1” otherwise “0”; Frequency 
Committee Meetings (CMTNG) measured using number of committees meeting a year; 
Committee Gender Diversity (GENDER) measured using the Blau Index on the percentage of 
female director on the committee; Age Diversity (AGE) measured using the coefficient of 
variation in age of the committee members; Education Level (EDULVEL) measured using the 
Blau Index on the percentage of committee members in each category of educational level for 
instance, undergraduate degree, master degree and PhD; Chairperson Gender (CHAGEN) 
measured using dummy variable, 1 if chairperson female and 0 otherwise; Chairperson 
Position (CHAPOS) measured using dummy variable, 1 if chairperson position is independent 
and 0 otherwise.  
The control variables are Firm Size (FSIZE) measured using the natural log of total assets; 
Profitability (ROA) measured using Return on assets as EBIT divided by total assets; 
Leverage (LEV) measured using total debt divided by total assets; Free Cash Flow (FCF) 
measured using operating activity + investing activity / revenue; Firm Age (FAGE) measured 
calculated as natural log of one plus years since the IPO.  

 

5.8 Regression analysis 

Regression analysis is conducted to examine the underlying hypothesis 

association between ESG as the dependent variable, Y, and characteristics of 

sustainability committee as the predictor (independent or explanatory) 

variable, X, and indicators of financial characteristics.  

 
To perform regression in this study, several analyses were conducted to 

predict the association among dependent, independent and control variables. 

Studies by other authors were followed (Alsayegh, Abdul Rahman and 

Homayoun, 2020; Hussain, Rigoni and Orij, 2018; Al‐Shaer and Zaman, 2018; 

Biswas, Mansi and Pandey, 2018; Vieira, 2018). This study adopted three-

panel regression estimation techniques, namely, fixed-effects, random effects 

and the pooled OLS model.  

For selecting an appropriate model, techniques proposed by Dougherty (2011) 

were employed (See figure 5.5) to decide which model is the most efficient 

estimator to use. The F test, which derives from the Chow (1960) test, allows 
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determining between the pooled OLS and the fixed effects. The Hausman test 

(1978) allows verifying if the most appropriate model is the fixed-effects or 

random-effects (Baltagi and Baltagi, 2008). Finally, the standard errors 

corrected for heteroscedasticity and covariance were generated based on 

White’s (1980) method for robustness checks. 

5.8.1 Fixed-Effects Model 

The fixed-effects model examines the association between predictor and 

variables results within an entity (Brooks, 2019). For example, each company 

from the data has its characteristics, so companies were coded by ID 1, 2, 3 

….924 – the greater the number, the more influence on the predictor variables. 

This is the justification behind the hypothesis of the relationship between an 

entity‘s error term and assumed variables. However, the advantage of applied 

fixed effect allows removing the impact of those time-invariant features from 

the predictor variables (Kohler and Kreuter, 2005). 

 
The fixed-effects regression is preferable in order to avoid bias. These 

characteristics do not depend on time, for example, in this study, having a 

focused or non-focused sustainability committee or being a man or a woman, 

and they need to be controlled for, which is done through the fixed-effects 

model. This will give a corrected result of the effect from the variables used in 

the model on the dependent variable. It is commonly assumed that all  𝑥𝑖𝑡 are 

independent of all in the fixed effects model (Verbeek, 2012, p.377-379). 

Therefore, the fixed-effects model used here is written as:  
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Equation: 

Fixed-effects model:   𝐘𝒊𝒕 = 𝒂𝒊 +  𝜷𝑲 𝑿𝑲,𝒊𝒕 +   𝜺𝒊𝒕 

 

where: 

• i = entity (industry) and t = time (such as year from 2010 to 2018) 
• αi (i=1...n) is the unknown intercept for each entity (n entity-specific 
intercepts). 
• Y𝑖𝑡 is the dependent variable (ESG) 
• Xk, it represents the ith independent and control variables 
• βk is the coefficient for that independent and control variables 
• 𝜇𝑖𝑡 is the individual impact of ith entity, is not measurable variables 
• 𝜀𝑖𝑡 is the error term (Verbeek, 2012, p.377-379) 

5.8.2 Random Effects Model 

Unlike fixed-effects, random-effects vary; therefore, a different model is used. 

It is generally accepted in regression analysis that the regressors in the model 

cannot justify all the influences on the dependent variable. Instead, they can 

be summarised by a random error term (Verbeek, 2012, p.381). In such 

models, Alpha (α) represents random factors, separately but identically 

delivered over individuals. Together with the term u, an error term is formed (α 

+ u), which accounts for changes that do not differ over time, and a remainder 

component is presumed to be uncorrelated over time.  

Discrepancy across entities having an impact on the dependent variable is the 

justification for applying the random-effects model. The random-effects model 

could consist of time-invariant variables, which is not the case in the fixed-

effects model. An example within the variables here could be the director's 

gender or age (Verbeek, 2012, p.381-382). Therefore, the random-effects 

model used here is written as: 
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Equation: 
 

Random-effects model:    𝐘𝒊𝒕 = 𝒂𝒊 +  𝜷𝑲 𝑿𝑲,𝒊𝒕 +   𝝁𝒊𝒕 +   𝜺𝒊𝒕 
 

where: 

• i = entity (industry) and t = time (such as year from 2010 to 2018) 
• αi (i=1...n) is the unknown intercept for each entity (n entity-specific 
intercepts). 
• Y𝑖𝑡 is the dependent variable (ESG) 
• Xk, it represents the ith independent and control variables 
• βk is the coefficient for that independent and control variables 
• 𝜇𝑖𝑡 is the individual impact of ith entity, is not measurable variables 

• 𝜀𝑖𝑡 is the error term (Verbeek, 2012, p.377-379) 

 

5.8.3 Pooled OLS  

Since this study has a panel data set that includes cross-sectional entities such 

as Industry ID and time series such as Years 2010-2018, Wooldridge (2010) 

stated pooled OLS is used when choosing a different sample for each 

year/month/period of the panel data. Therefore, under the usual assumptions, 

pooled OLS using the between transformation is consistent and unbiased. In 

addition, pooled OLS can also evaluate the direction (positive/negative) and 

the strength of the relationship between two variables (Nolan and Heinzen, 

2014).  

 
The Beta value represents the direction of the variables. In essence, this 

describes how much the independent variable affects the dependent variable 

(Nolan and Heinzen, 2014). In turn, the strength of the relationship is explained 

by the R squared value, which tells how much the independent variable 

explains the relationship with the dependent variable (Wooldridge, 2010). 
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Common practice only considers results reliable when the p-value is less than 

0.05 (Nolan and Heinzen, 2014). However, Waddock and Graves (1997) and 

Wang et al. (2014) argue that there are instances where researchers allow a 

more relaxed lower boundary set at 0.1 which is the approach adopted in this 

study. 

Equation: 

Pooled OLS model: observations do not necessarily refer to the same unit 

𝛾 = 𝛼 +  𝛽𝑖𝑋𝑖 +  ε 

where: 

• i = entity (industry) and t = time (such as year from 2010 to 2018) 
• α is the intercepts. 
• Y is the dependent variable (ESG) 
• Xi represents the ith independent and control variables 
• βi is the coefficient for respective independent and control variables 
• 𝜀𝑖𝑡 is the error term  
 

Process of model choice for panel data 

In order to understand and report the issue of endogeneity, this study also 

used the three static panel methods namely, fixed-effects, random-effects, and 

pooled OLS. The process of selecting the regression model for panel data is 

discussed in figure 5.5 specifically. The process begins with considering 

whether the sample was selected at random from a given population to 

represent an entire group as a whole.  

First step: if these observations are not random, the fixed-effects model is 

preferred. 
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Second step: both fixed effects and random effects models are compared 

using the Hausman test (also known as the Durbin–Wu–Hausman test). The 

null hypothesis is that the preferred model is random effects versus the 

alternative to fixed effects. Then, it tests whether the unique errors are 

correlated with the regressors the null hypothesis is there or not. If the 

Hausman test indicates significant differences in the coefficients, the final 

choice is to use a fixed-effects model. 

 
Third step: in contrast, the Lagrange Multiplier (LM) is used to decide if the 

random effect model or the pooled OLS model is suitable. If the null hypothesis 

in the LM test is 0, it indicates no significant difference across units. On the 

other hand, if the p-value is greater than one from the LM test, then indicate 

the presence of random effects, then the random-effects model will be chosen; 

otherwise, pooled OLS model (Dougherty, 2011). 
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Figure 5. 5: Choice of regression model for panel data 

Source: Dougherty (2011, p.421) 

 
Following the above framework in choosing a regression model both fixed 

effects and random effects regressions were performed by applying the 

Hausman test. 

 

5.9 The Hausman Test  

The Hausman test is applied as method to guide the choice of fixed effect or 

random effect by comparing fixed and random effect models under the null 

hypothesis that individual effects are uncorrelated with any regressor in the 
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model. This indicates that most of the variables applied in this model have 

jointly significant explanatory power in explaining variations in CSP when 

measured by SCC (Hausman, 1978). This helps researchers determine which 

effect is more relevant/significant. For instance, according to Greene (2008, 

p.208), if the null hypothesis of no correlation is not rejected, then fixed-effects 

are generally estimated by the least-squares dummy variable (LSDV) 

described as efficient for this purpose. By contrast, random effects are 

estimated by generalised least squares (GLS) estimators, described as 

consistent, unbiased and efficient (ibid).  

 
The estimates of LSDV and GLS should not differ systematically under the null 

hypothesis, and the Hausman test’s premise is that “the covariance of an 

efficient estimator with its difference from an inefficient estimator is zero” 

(Greene, 2008, p.208). 

 
The Hausman test examines if “the random effects estimate is insignificantly 

different from the unbiased fixed effect estimate” (Kennedy, 2008, p.286). For 

example, suppose the null hypothesis of no correlation is rejected. In that case, 

researchers may conclude that individual effects are significantly correlated 

with at least one regressor in the model, and thus the random effect model is 

problematic. Finally, it outlines the method of finding the optimal matrix 

estimator based on random matrix theory (Greene, 2008). 

Rule of thumb for choice of the fixed-effects or random-effects model: 

Hausman Test: 

 



274 
 

H0: Random-effects model rather the Fixed-effects model is appropriate 
H1: Random effects is not appropriate 
* If P-values are greater than 0.05, accept H0 and conclude that the Random-
effects model is appropriate 
* If P-values are less than 0.05, accept H1 and conclude that the Fixed-effects 
model is appropriate 
 

The Hausman test from Table 5.7 shows sufficient evidence (p-value <0.0001) 

in support of the rejection of the null hypothesis. The fixed-effects model was 

therefore preferred over the random effects model in this case. 

Table 5. 7: Hausman Specification Test 

 Coefficients 

(b) 
 fixed 

(B)  
random 

(b-B) 
 Difference 

Sqrt (diag (V_b V_B))  
Std. err.      

FC_SUSCOM  5.625132 5.257756 .3673753 .538986 

NON-FC_EQVSUSCOM 4.437112 4.783137 -.346025 .6970242 

COMSIZE .0433048 .2302194 -.1869146 .068835 

IND<50% -2.727677 -2.837736 .1100588 .1488273 

CMTNG -.3863247 -.479527 .0932024 .0528839 

GENDER -1.304169 .4373698 -1.741539 .3539936 

AGE .0412311 -.0224029 .063634 .0231257 

EDULVEL .7727357 .9542084 -.1814727 .0830666 

CHAGEN -1.076091 -.9360562 -.1400349 .169464 

CHAPOS .0994723 .4682839 -.3688116 .3163431 

FSIZE 2.310651 4.766369 -2.455718 .6414193 

ROA_w .0942599 .1346265 -.0403666 .0137563 

LEV .0150002 .0476935 -.0326933 .0105203 

FCF_w .0099301 .0154988 -.0055687 .0014734 

FAGE 8.038243 3.146374 4.891869 2.988937 

Industries -4.791392 -.3254126 -4.465979 2.687356 

Year .6627798 .5657582 .0970216 .0848159 

b = Consistent under H0 and Ha; obtained from xtreg. 
B = Inconsistent under Ha, efficient under H0; obtained from xtreg. 
Test of H0: Difference in coefficients not systematic 
chi2(17) = (b-B)'[(V_b-V_B)^(-1)](b-B) =  24.86 
Prob < chi2 = 0.0980 
 
In this analysis, the independent variables are (ESG) Environmental, Social, and Governance disclosure of 
sustainability, measured using index scoring of sustainability from Refinitiv.  
The independent variables are Focused Sustainability Committee (FC_SUSCOM) measured using Dummy variable, 
1 if there is sustainability Committee 0 otherwise; Non-focused sustainability committee (NON-
FC_SUSCOM)measured using dummy variable, 1 if there is any Social Responsibility Charity Committee or Ethics, 
Integrity Committee or Environmental Health Safety Committee; 0 otherwise; Committee Size (COMSIZE) measured 
using Number of directors on the committee; Committee Independence (IND<50%) measured using dummy variable, 
committee independence =< to 50% then it is equal to “1” otherwise “0”; Frequency Committee Meetings (CMTNG) 
measured using number of committees meeting a year; Committee Gender Diversity (GENDER) measured using the 
Blau Index on the percentage of female director on the committee; Age Diversity (AGE) measured using the coefficient 
of variation in age of the committee members; Education Level (EDULVEL) measured using the Blau Index on the 
percentage of committee members in each category of educational level for instance, undergraduate degree, master 
degree and PhD; Chairperson Gender (CHAGEN) measured using dummy variable, 1 if chairperson female and 0 



275 
 

otherwise; Chairperson Position (CHAPOS) measured using dummy variable, 1 if chairperson position is independent 
and 0 otherwise.  
The control variables are Firm Size (FSIZE) measured using the natural log of total assets; Profitability (ROA) 
measured using Return on assets as EBIT divided by total assets; Leverage (LEV) measured using total debt divided 
by total assets; Free Cash Flow (FCF) measured using operating activity + investing activity / revenue; Firm Age 
(FAGE) measured calculated as natural log of one plus years since the IPO.  

 

5.10 Wald test for groupwise heteroskedasticity  

The next step was to test the variables for heteroskedasticity to meet the 

assumptions. First, heteroskedasticity implies that the variance of the error 

term in the estimated model is not constant (Cooke, 1998). Hence, if the errors 

do not have consistent terms, the model is heteroscedastic. Second, according 

to Gujarati (2009), heteroskedasticity in the regression model may lead to 

inaccurate standard errors. Therefore, any assumptions made could be 

misleading.  

 
By caution, the presence of random-effects is tested by using the Breusch-

Pagan LaGrange multiplier. The result from Table 5.8 shows that the finding 

of this test is significant by indicating random effects and rejecting the Pooled 

OLS model.  

Table 5. 8 : Breusch and Pagan Lagrangian multiplier test for random effects 

 Var SD = sqrt(Var) 

ESGScore 199.0853 14.10976 

e  34.95733 5.912472 

u  89.47853 9.459309 

Test: Var(u) = 0 

chibar2(01) =  1309.69 

Prob < chibar2 =  0.0000 

As the Hausman test has illuminated (See Appendix 4) the random-effects 

model and LM has rejected the Pooled OLS model, a fixed-effects approach 

was selected with confidence. Therefore, the next step was to check the 
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Heteroscedasticity test for the chosen fixed-effects model. Table 5.9 below 

indicates that the model does suffer from heteroscedasticity. Therefore, this 

was addressed by using the robust standard errors method. 

Table 5. 9: Wald test for groupwise heteroskedasticity in fixed effect regression model 

H0: sigma(i)^2 = sigma^2 for all i 

chi2 (111)  =  1.8e+28 

Prob<chi2 = 0.0000 

 

In order to solve the issue of heteroscedasticity, the fixed effects regression 

was re-run then the Heteroscedasticity test and the null Heteroscedasticity 

test; the significant test results reject the null by indicating that the fixed effects 

model has a Heteroscedasticity problem, hence robustness testing to correct 

for this regression model as shown in Table 5.10: 
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Table 5. 10: Fixed effects after robustness testing  

ESGScore  Coef.  St.Err.  t-value  p-value  [95% Conf  Interval]  Sig 

NON-
FC_EQVSUSCO
M 

4.437 2.869 1.55 .122 -1.194 10.069  

FC_SUSCOM 5.625 2.763 2.04 .042 .202 11.048 ** 

COMSIZE .043 .287 0.15 .88 -.52 .607  

IND<50% -2.728 1.519 -1.80 .073 -5.709 .254 * 

CMTNG -.386 .304 -1.27 .205 -.984 .211  

GENDE -1.304 2.565 -0.51 .611 -6.34 3.732  

AGE .041 .095 0.43 .664 -.145 .227  

EDULVEL .773 2.925 0.26 .792 -4.97 6.515  

CHAGEN -1.076 1.129 -0.95 .341 -3.293 1.141  

CHAPOS .099 1.629 0.06 .951 -3.098 3.297  

FSZ 2.311 .827 2.80 .005 .688 3.933 *** 

ROA_w .094 .042 2.25 .025 .012 .177 ** 

LEV .015 .024 0.63 .53 -.032 .062  

FCF_w .01 .009 1.08 .281 -.008 .028  

FAGE 8.038 3.141 2.56 .011 1.872 14.204 ** 

INDUSTRY -4.791 2.711 -1.77 .078 -10.113 .53 * 

YEAR .663 .127 5.20 0 .413 .913 *** 

Constant -1302.132 246.909 -5.27 0 -1786.803 -817.462 *** 
 

Mean dependent var 64.691 SD dependent var  14.110 

R-squared  0.208 Number of obs   924.000 

F-test   12.298 Prob < F  0.000 

Akaike crit. (AIC) 5804.536 Bayesian crit. (BIC) 5891.453 

*** p<.01, ** p<.05, * p<.1 

 
In this analysis, the independent variables are (ESG) Environmental, Social, and Governance disclosure of 
sustainability, measured using index scoring of sustainability from Refinitiv.  
The independent variables are Focused Sustainability Committee (FC_SUSCOM) measured using Dummy variable, 
1 if there is sustainability Committee 0 otherwise; Non-focused sustainability committee (NON-
FC_SUSCOM)measured using dummy variable, 1 if there is any Social Responsibility Charity Committee or Ethics, 
Integrity Committee or Environmental Health Safety Committee; 0 otherwise; Committee Size (COMSIZE) measured 
using Number of directors on the committee; Committee Independence (IND<50%) measured using dummy variable, 
committee independence =< to 50% then it is equal to “1” otherwise “0”; Frequency Committee Meetings (CMTNG) 
measured using number of committees meeting a year; Committee Gender Diversity (GENDER) measured using the 
Blau Index on the percentage of female director on the committee; Age Diversity (AGE) measured using the coefficient 
of variation in age of the committee members; Education Level (EDULVEL) measured using the Blau Index on the 
percentage of committee members in each category of educational level for instance, undergraduate degree, master 
degree and PhD; Chairperson Gender (CHAGEN) measured using dummy variable, 1 if chairperson female and 0 
otherwise; Chairperson Position (CHAPOS) measured using dummy variable, 1 if chairperson position is independent 
and 0 otherwise.  
The control variables are Firm Size (FSIZE) measured using the natural log of total assets; Profitability (ROA) 
measured using Return on assets as EBIT divided by total assets; Leverage (LEV) measured using total debt divided 
by total assets; Free Cash Flow (FCF) measured using operating activity + investing activity / revenue; Firm Age 
(FAGE) measured calculated as natural log of one plus years since the IPO.  
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5.10 Hypothesis testing 

 
Table 5.11 below shows the results of the fixed effects multiple regression 

model assessing the association between the independent variables 

(sustainability committee characteristics) and dependent variable total level 

(ESG sustainability performance). 

 
Table 5.11 highlights three indicators from the regression: Coefficient and p-

value is between 1 and 0; if the value is equal to zero then it indicates there is 

no effect, therefore, p-value (< 0.05) rejects the null hypothesis (Gujarati, 2009; 

Asuero, Sayago and Gonzalez, 2006) - for example,  the amount of change 

expected in ESG given a one-unit change in the value of that variable. 

 
“Robust” standard errors ensure the validity of statistical inference in the case 

where some of the underlying regression model’s assumptions are violated. 

Measuring the sample-to-sample variability of the sample gives the accuracy 

of a sample mean. 

Statistical convention calculates the p-value to describe how likely a particular 

set of observations are to be found if the null hypothesis was true (Park, 2011). 
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Table 5. 11: Fixed effects regression model  

Variables FC NON-FC FC NON-FC FC NON-FC FC NON-FC 

ESG. Score ENV. Score SOC. Score GOV. Score 

FC_SUSCOM
  

2.04 
(.291) 

 1.69  
(.54) 

 -1.263 
(.576) 

 5.708 
(.152) 

 

NON-
FC_SUSCOM 

 -.79 
(.636) 

 -.776 
(.785) 

 3.02 
(.174) 

 -4.615  
(.218) 

COMSIZE
  

.087 
(.762) 

.104 
(.722) 

.316  
(.409) 

.33 
(.388)  

-.134 
(.804) 

-.147  
(.783) 

.077  
(.881) 

.127  

.808 

CMTNG
  

-.184 
(.534) 

-.154 
(.616) 

-1.15*** 
(.001) 

-1.12***  
(.005)  

-.414 
(.414) 

-.535  
(.295) 

1.012*  
(.068)  

1.193**  
(.039)  

IND<50% -2.274 
(.112) 

-2.101 
(.134) 

.962  
(.533) 

1.119  
(.479) 

.085 
(.977) 

-.323  
(.911) 

-7.867*  
(.065)  

-7.099*  
(.087)  

GENDER
  

-1.493 
(.578) 

-1.269 
(.65) 

-.558  
(.896) 

-.37  
(.931) 

-5.172 
(.164) 

-5.373  
(.144) 

1.25  
(.815) 

1.936  
(.737) 

AGE .073 
(.382) 

.079 
(.365) 

-.037 
(.762) 

-.031  
(.802) 

-.019 
(.893) 

-.043  
(.77) 

.276*  
(.096)  

.312*  
(.087)  

EDULVEL
  

1.892 
(.612) 

2.294 
(.539) 

-1.991 
(.682) 

-1.659  
(.736) 

4.609 
(.312) 

4.352  
(.336) 

3.063  
(.677) 

4.194  
(.572) 

CHAGEN
  

-.08 
(.964) 

.134 
(.942) 

.168 
(.927) 

.365  
(.85) 

1.231 
(.586) 

.675  
(.767) 

-1.639  
(.525) 

-.64  
(.817) 

CHAPOS 1.578 
(.325) 

1.781 
(.27) 

3.239 
(.131) 

3.444  
(.128) 

2.937 
(.201) 

2.028  
(.365) 

-1.441  
(.651) 

-.13  
(.966) 

FSIZE 
  

1.978* 
(.084) 

2.04* 
(.077) 

5.172*** 
(.009) 

5.214*** 
(.008) 

1.119 
(.416) 

1.268  
(.358) 

-.359 
(.893) 

-.364  
(.892) 

ROA_w 
  

.095* 
(.055) 

.095* 
(.056) 

.149**  
(.031) 

.149**  
(.03)  

.023 
(.749) 

.025  
(.73) 

.111  
(.313)  

.11  
(.32) 

LEV 
  

.011 
(.74) 

.013 
(.707) 

-.011 
(.82) 

-.01 
(.835) 

-.039 
(.253) 

-.035  
(.3) 

.083  
(.244) 

.082  
(.25) 

FCF_w 
  

.009 
(.308) 

.01 
(.279) 

.014 
(.194) 

.015  
(.177) 

0 
(.966) 

0  
(.995) 

.013  
(.491) 

.014  
(.443) 

FAGE  8.794* 
(.082) 

8.505* 
(.095)  

11.682*  
(.083) 

11.47* 
(.091)  

8.345 
(.26) 

7.973  
(.279) 

6.365  
(.473) 

6.084  
(.494) 

2011 1.241* 
(.072) 

1.249* 
(.07) 

-.17 
(.81) 

-.163  
(.817) 

2.419*** 
(.005) 

2.42***  
(.005)  

1.472  
(.312) 

1.488  
(.307) 

2012 2.078** 
(.012) 

2.078** 
(.012) 

.519  
(.633) 

.516  
(.632) 

3.056**  
(.01) 

3.107*** 
(.009)  

2.658  
(.177) 

2.61  
(.187) 

2013 1.601* 
(.078) 

1.612* 
(.075) 

.107  
(.931) 

.113  
(.927) 

1.742  
(.193) 

1.803  
(.176) 

2.951  
(.154) 

2.917  
(.159) 

2014 1.732 
(.102) 

1.774* 
(.095) 

.411  
(.773) 

.44  
(.757) 

3.006**  
(.04) 

3.096**  
(.034)  

1.778  
(.432) 

1.784  
(.432) 

2015 2.979** 
(.018) 

3.05** 
(.015) 

.977 
(.547) 

1.032  
(.524) 

4.092**  
(.016) 

4.128**  
(.014)  

3.869  
(.152) 

3.991  
(.139) 

2016 5.204*** 
(0.000) 

5.271*** 
(0.000) 

2.355  
(.201) 

2.408  
(.19) 

4.855*** 
(.01) 

4.872*** 
(.009)  

8.402*** 
(.006)  

8.533*** 
(.006)  

2017 4.846*** 
(.001) 

4.962*** 
(.001)  
(.001)  

1.225  
(.544) 

1.314  
(.514) 

5.189**  
(.013) 

5.25**  
(.011)  

8.118**  
(.013)  

8.317**  
(.011)  

2018 5.68*** 
(.001) 

5.805*** 
(0.000)  

1.447  
(.509) 

1.544  
(.48) 

5.508**  
(.015) 

5.553**  
(.013) 

10.084*** 
(.005)  

10.315*** 
(.004)  

Constant 
 

7.95 
(.703) 

8.471 
(.686) 

-24.002  
(.392) 

-23.581  
(.401) 

20.74 
(.426) 

20.621  
(.426) 

27.089  
(.531) 

28.35  
(.514) 

Number of obs   924 924 924 924 924 924 924 924 

R-squared  0.212 0.210 0.151 0.150 0.101 0.103 0.120 0.118 

F-test   4.203 4.100 3.585 3.358 2.465 2.517 3.696 3.577 

Prob < F  0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

*** p<.01, ** p<.05, * p<.1 
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Note: Figure in the bracket is p value, whereas the non-bracket figure is the coefficient of variables used in the study. 
*, **, *** indicate that the correlation is significant at the 0.1, 0.05, and 0.01 levels.  
 
Fixed effect panel regression models involve subtracting group means from the regressors. This means that only 
include time-varying regressors in the mode. Since firms usually belong to one industry the dummy variable for 
industry does not vary with time. Hence, it is excluded from the model by Stata, since after subtracting the group 
mean from such variable will get that it is equal to zero. 
 
In this analysis, the independent variables are (ESG) Environmental, Social, and Governance disclosure of 
sustainability, measured using index scoring of sustainability from Refinitiv.  
 
The independent variables are Sustainability Committee (SUSCOM) measured using Dummy variable, 1 if there is 
sustainability Committee 0 otherwise; Non-focused sustainability committee (NON-FC_SUSCOM)measured using 
dummy variable, 1 if there is any Social Responsibility Charity Committee or Ethics, Integrity Committee or 
Environmental Health Safety Committee; 0 otherwise; Committee Size (COMSIZE) measured using Number of 
directors on the committee; Committee Independence (IND<50%) measured using dummy variable, committee 
independence =< to 50% then it is equal to “1” otherwise “0”; Frequency Committee Meetings (CMTNG) measured 
using number of committees meeting a year; Committee Gender Diversity (GENDER) measured using the Blau Index 
on the percentage of female director on the committee Age Diversity (AGE) measured using the coefficient of variation 
in age of the committee members; Education Level (EDULVEL) measured using the Blau Index on the percentage of 
committee members in each category of educational level for instance, undergraduate degree, master degree and 
PhD; Chairperson Gender (CHAGEN) measured using dummy variable, 1 if chairperson female and 0 otherwise; 
Chairperson Position (CHAPOS) measured using dummy variable, 1 if chairperson position is independent and 0 
otherwise.  
 
The control variables are Firm Size (FSIZE) measured using the natural log of total assets; Profitability (ROA) 
measured using Return on assets as EBIT divided by total assets; Leverage (LEV) measured using total debt divided 
by total assets; Free Cash Flow (FCF) measured using operating activity + investing activity / revenue; Firm Age 
(FAGE) measured calculated as natural log of one plus years since the IPO.  

 
 

Sustainability committee (SUSCOM) 

H1: Existence of a focused sustainability committee has a positive impact 
on the total level of ESG sustainability performance.  

H1a: Existence of a focused sustainability committee has a positive impact 
on environmental sustainability performance.  

H1b: Existence of a focused sustainability committee has a positive impact 
on social sustainability performance.  

H1c: Existence of a focused sustainability committee has a positive impact 
on governance sustainability performance. 

 
The expectation of a sustainability committee within the board is that it will 

work with other committees under the board of directors’ umbrella (see 

literature review, section 3.2-3.3). The main responsibility of the committee is 

to oversee and monitor the firm’s activities from a sustainability perspective 

and encourge it to act on ESG issues (Burke, Hoitash and Hoitash, 2019).   

The regression model results from Table 5.11 indicate that there a positive but  

insignificant association between the presence of a focused sustainability 

committee and environmental and governance scores and a negative but 

insignificant association with social scores. Therefore, the finding rejects H1, 
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H1a, H1b and H1c. This finding may suggest that having a focused 

sustainability committee does not influence the corporate board to set strategic 

decisions towards sustainability goals. This finding is not in line with Hussain, 

Rigoni and Orij, (2018), Biswas, Mansi and Pandey, (2018) and Fu, Tang and 

Chen, (2020). Moreover, this finding does not sit firmly with one of the chosen 

underpinning theories for this study, Legitimacy Theory, which supports the 

notion that the presence of a focused sustainability committee creates greater 

legitimacy for stakeholders, improves firms’ reputations, and creates an 

opportunity to obtain resources from different channels (Peters and Romi, 

2015).  

However, the results also suggest that the focused sustainability committee is 

more attuned to the firm’s environmental and governance agenda, perhaps at 

the cost of social concerns and maybe even environmental concerns in other 

words, prioritising promotional issues for instance over employee’s or 

environmental issues.  

Non-focused sustainability committee (NON-FC_SUSCOM) 

H2: Existence of a non-focused sustainability committee has a positive 
impact on the total level of ESG sustainability performance.  

H2a: Existence of a non-focused sustainability committee has a positive 
impact on environmental sustainability performance.  

H2b: Existence of a non-focused sustainability committee has a positive 
impact on social sustainability performance.  

H2c: Existence of a non-focused sustainability committee has a positive 
impact on governance sustainability performance. 

 

Scrutinising the findings related to non-focused sustainability committees on a 

board in Table 5.11 reveals a negative but insignificant relationship between 

having such a sustainability committee and a firm’s environmental and 
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governance sustainability dimensions. In terms of social sustainability 

dimensions, the relationship is positive but again not significant (p-value <5%). 

This finding is at odds with the hypothesis that having a non-focused 

sustainability committee on the board would have a positive impact on ESG 

performance. When placing this finding in the context of the literature review, 

it suggests those firms who elect to have a non-focused sustainability 

committee are satisfying stakeholders’ demands (social dimensions) with no 

strong commitment toward tackling the issue of ESG at a larger scale 

(governance / environmental dimensions). If so, this supports earlier findings 

such as Torelli, Balluchi and Lazzini (2020) and reports from ACT (2020) and 

CDP (2019) that suggest greenwashing is a growing concern as discussed 

further in the next chapter.  

 
Committee size (COMSIZE) 

H3: There is a positive relationship between larger committee size and total 
level of ESG sustainability performance.  

H3a: There is a positive relationship between larger committee size and the 
extent of environmental sustainability performance. 

H3b: There is a positive relationship between larger committee size and the 
extent of social sustainability performance. 

H3c: There is a positive relationship between larger committee size and the 
extent of governance sustainability performance. 

 

 
Hypothesis 3 was established to investigate whether or not a sustainability 

committee with a greater number of members has more influence on the ESG 

sustainability performance. Based on the framework of legitimacy theory that 

indicates companies should be transparent within the standards, beliefs, and 

values of the society in which they operate, this hypothesis and (H7-H10) 
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around diversity were also informed by RDT. A larger sustainability committee 

suggests greater diversity including experience, knowledge and skills and 

diverse understandings in terms of engagement in environmental actions (e.g., 

Biswas, Mansi and Pandey, 2018).  

Findings in Table 5.11 reveal that a greater committee size has a positive 

influence on environmental and governance scores but insignificant under 

both focused and non-focused sustainability committees (p-value<5%).  It also 

reveals the association between sustainability committee size and social score 

is negative but insignificant. Therefore, no clear conclusions can be made 

about the relationship between committee size and ESG .  

 
Frequency committee meeting (CMTNG) 

H4: Frequent committee meetings have a positive effect on the total level of 
ESG sustainability performance. 

H4a: Frequent committee meetings have a positive effect on environmental 
sustainability performance. 

H4b: Frequent committee meetings have a positive effect on social 
sustainability performance. 

H4c: Frequent committee meetings have a positive effect on governance 
sustainability performance. 

 

Hypothesis 4 was developed to ascertain whether frequent SC meetings have 

a positive impact on sustainability. Examining the finding in Table 5.11 reveals 

that the frequency of committee meetings (CMTNG) has a positive and 

significant influence on governance sustainability performance with a p-

value<0.1 under both focused and non-focused sustainability committees. The 

result also reveals a negative and highly significant association with 

environmental performance (p-value <0.01) with the presence of both focused 

and non-focused SC. Moreover, the finding shows  a negative but insignificant 
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association  with ESG and social sustainability performance (p-value<0.1). 

One justification for this outcome could be that the connection between the 

committee meeting and sustainability performance might take many years to 

be reflected in results, and the actual meetings are costly in terms of resources 

(such as time out of the workplace to attend) (Kaiser, 2020; Vafeas, 1999).  

Additionally, the effectiveness of individual committee meetings may differ for 

reasons not explored here, such as extra-ordinary agenda items arising that 

disrupt scheduled work. Such elements would merit qualitative enquiry and 

this is taken to the next chapter for deliberation. 

 
Committee independent (IND<50%)  

H5: There is a positive relationship between independent members on the 
sustainability committee and the total ESG sustainability performance level. 

H5a: There is a positive relationship between independent members on the 
sustainability committee and environmental sustainability performance. 

H5b: There is a positive relationship between independent members on the 
sustainability committee and social sustainability performance. 

H5c: There is a positive relationship between independent members on the 
sustainability committee and governance sustainability performance. 

 

 
Firstly, the findings in Table 5.11 show that the presence of a sustainability 

committee with greater independent members  has a significant and negative 

influence on governance sustainability performance under both focused and 

non-focused sustainability committee, which led to rejecting hypothesis 5. 

Moreover, the result is inconsistent with the study’s underlying assumption 

based on RDT that independent committee members could express their 

views and opinion, make better monitoring and provide valuable advice and 

information to the committee (Shaukat, Qiu and Trojanowski, 2016; Nielsen 
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and Nguyen, 2009). The finding shows that committee independence with both 

focused and non-focused SC has a positive but insignificant relationship with 

environmental sustainability performance; it also reveals a positive but 

insignificant relationship with social score under focused committee only.  

Additionally, the results show that committee independence under focused 

and non-focused SC has a negative but insignificant association with social 

ESG sustainability performance.   

Committee’s chairperson position (CHAPOS) 

H6: A Positive relation is predicted with independent committee chairperson 
position and ESG sustainability performance. 

H6a: Positive relation is predicted with independent committee chairperson 
position and environmental sustainability performance. 

H6b: A Positive relation is predicted with independent committee chairperson 
position and social sustainability performance. 

H6c: A Positive relation is predicted with independent committee chairperson 
position and governance sustainability performance. 

 
 

Exploring the committee’s chairperson position could have an important role 

to play in addressing the issue of sustainability and influencing the firm to act 

on their sustainability goals. However, the finding shows that CHAPOS is 

positively but insignificantly related to environmental and social scores under 

focused and non-focused sustainability committee, yet  there is negative but 

insignificant association between CHAPOS and governance score under both 

focused and non-focused sustainability committee.  This is at odds with the 

study assumptions, based on findings of Chen, Crossland and Huang (2016) 

that independent committee’s chairpersons have more willingness to act on 

the issue of ESG  
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Gender diversity (GENDER) 

H7: There is a positive relationship between the higher proportion of female directors 
in the sustainability committee and the total level of ESG sustainability performance. 

H7a: There is a positive relationship between the higher proportion of female directors 
in the sustainability committee and environmental sustainability performance. 

H7b: There is a positive relationship between the higher proportion of female directors 
in the sustainability committee and social sustainability performance. 

H7c: There is a positive relationship between the higher proportion of female directors 
in the sustainability committee and governance sustainability performance. 

 
Table 5.11 reveals that having a higher proportion of female committee 

members has a negative but insignificant relationship with overall ESG, 

environmental and social score, but this relationship becomes positive and 

insignificant with governance score under focused and non-focused 

sustainability committees. The interpretation for such an interesting outcome 

is that the committee is willing to consult with fellow female members around 

governance principles such as management issues and promotion but 

perhaps not around wider sustainability concerns 

 
In some respects, this is a perplexing finding as it may suggest that women on 

SCs have ‘good ideas’ but cannot lead them into governance action. However, 

it is important to acknowledge that overall, of the 92 firm-year observations of 

focused SCs in the FTSE 150 only 35% had female chairpersons, whilst of the 

non-focused committees, only 25% had female chairs. Given that goal 5 of the 

UN 17 Sustainability goals represents gender equality (UN, 2016), this finding 

would suggest that firms need to work towards greater gender diversity within 

sustainability committees. 
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Committee chairperson gender (CHAGEN) 

H8: A Positive relationship is predicted with a female committee 
chairperson and ESG sustainability performance.  

H8a: A Positive relationship is predicted with a female committee 
chairperson and environmental sustainability performance. 

H8b: A Positive relationship is predicted with a female committee 
chairperson and social sustainability performance. 

H8c: A Positive relationship is predicted with a female committee 
chairperson and governance sustainability performance. 

 

The finding from table 5.11 shows a markedly different picture to hypothesis 7 

- the relationship between chairperson gender and governance score is 

positive but insignificant while the association with environment and social 

scores is negative but insignificant. Therefore, the research findings clearly 

reject the assumptions derived from expectations derived from legitimacy 

theory and RDT perspective. 

 
Age diversity (AGE) 

H9: A positive relationship is predicted with age diversity of the sustainability 
committee members and the total level of ESG sustainability performance. 

H9a: A positive relationship is predicted with age diversity of the sustainability 
committee members and environmental sustainability performance. 

H9b: A positive relationship is predicted with age diversity of the sustainability 
committee members and social sustainability performance. 

H9c: A positive relationship is predicted with age diversity of the sustainability 
committee members and governance sustainability performance. 

 

As seen in table 5.11, the sustainability committee’s age diversity (AGE) has 

a significant and positive relationship with goverance sustainability 

performance equally under focused and non-focused sustainability committee. 

This finding is consistent with hypothesis H9c, built on strong evidence from 

empirical findings and legitimacy theory and RDT perspective. Moreover, the 
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outcomes reveal a positive but insignificant relationship between ESG score 

and age diversity and a negative and insignificant connection between age 

diversity and environmental and social score equally under focused and non-

focused sustainability committee.  

 
Educational level (EDULEVEL) 

H10: Higher educational level among sustainability committee members 
improves the total level of ESG sustainability performance. 

H10a: Higher educational level among sustainability committee members 
improves environmental sustainability performance. 

H10b: Higher educational level among sustainability committee members 
improves social sustainability performance.  

H10: Higher educational level among sustainability committee members 
improves governance sustainability performance. 

 

The findings from Table 5.11 show that the education level as a characteristic 

of the sustainability committee has a positive but insignificant relationship with 

overall ESG, social and governance sustainability performance while the 

relationship with environmental score is negative but insignificant. These 

results are alike under focused and non-focused sustainability committee. This 

study assumed that a higher level of education could push firms towards being 

more sensitive to sustainability initiatives. However, the study failed to find any 

evidence to support the hypothesis. One explanation rests in the small 

proportion of the committee members in the sample group that hold higher 

qualifications (Masters or PhD). 
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Control variables 

 

Finally, to avoid model misspecification, additional variables (financial 

characteristics) that could impact sustainability performance were controlled 

for. Studies have suggested that companies with greater assets and maturity 

have better social sustainability performance (Hussain et al., 2018; Biswas et 

al., 2018). With respect to the control variables, the finding is varied; for 

example, it shows the firm size (FSIZE), return on assets (ROA) and firm age 

(FAGE) have a positive and significant association with overall ESG  and 

environmental sustainability performance . Moreover, the results show that 

free cash flow (FCF) had a positive but not significant association with all 

dependent variables. Additionally, ROA has a positive but insignificant 

relationship with social and governance scores. Hence, more profitable firms 

seem to have better sustainability performance across all dimensions.  It was 

noticeable from table 5.1 that the firms with greater size and profitability 

perform better on environmental issues; this finding is in line with Hussain, 

Rigoni and Cavezzali (2018) and Biswas, Mansi and Pandey (2018). The 

result shows the only variable that does not influence firm sustainability 

performance is leverage (LEV).  
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5.11 Summary of main results  

Table 5. 12: Summary of hypotheses testing based on fixed-effects model 

Hypotheses   Studied Association 
Results  
FC/NON-FC 

H1 SUSCOM→ ESG Score  
Rejected/ Rejected 

H1a  SUSCOM→ ENV Score 
Rejected/ Rejected 

H1b  SUSCOM→ SOC Score 
Rejected/ Rejected 

H1c   SUSCOM→ GOV Score 
Rejected/ Rejected 

H2 NON-FOCUSED SUSCOM→  ESG Score  Rejected/ Rejected 

H2a  NON-FOCUSED SUSCOM→ ENV Score Rejected/ Rejected 

H2b  NON-FOCUSED SUSCOM→ SOC Score Rejected/ Rejected 

H2c   NON-FOCUSED SUSCOM→ GOV Score Rejected/ Rejected 

H3 COMSIZE→  ESG Score  
Rejected/ Rejected 

H3a  COMSIZE→  ENV Score 
Rejected/ Rejected 

H3b  COMSIZE→  SOC Score Rejected/ Rejected   

H3c   COMSIZE→  GOV Score Rejected/ Rejected 

H4 FREQMEET→  ESG Score  Rejected/ Rejected 

H4a  FREQMEET→  ENV Score Rejected/ Rejected 

H4b  FREQMEET→  SOC Score Rejected/ Rejected 

H4c   FREQMEET→  GOV Score Supported/Supported 

H5 IND50→  ESG Score  Rejected/ Rejected 

H5a  IND50→  ENV Score 
Rejected/ Rejected 

H5b  IND50→  SOC Score 
Rejected/ Rejected 

H5c   IND50→  GOV Score 
Rejected/ Rejected 

H6 CHAPOS→  ESG Score  
Rejected/ Rejected 

H6a  CHAPOS→  ENV Score 
Rejected/ Rejected 

H6b  CHAPOS→  SOC Score 
Rejected/ Rejected 

H6c   CHAPOS→  GOV Score 
Rejected/ Rejected 

H7 GEN→  ESG Score  
Rejected/ Rejected 

H7a  GEN→  ENV Score 
Rejected/ Rejected 

H7b  GEN→  SOC Score 
Rejected/ Rejected 

H7c   GEN→  GOV Score 
Rejected/ Rejected 

H8 CHAGEN→  ESG Score  
Rejected/ Rejected 

H8a  CHAGEN→  ENV Score 
Rejected/ Rejected 

H8b  CHAGEN→  SOC Score 
Rejected/ Rejected 

H8c   CHAGEN→  GOV Score 
Rejected/ Rejected 

H9 AGE→  ESG Score  Rejected/ Rejected 

H9a  AGE→  ENV Score Rejected/ Rejected 

H9b  AGE→  SOC Score Rejected/ Rejected 

H9c   AGE→  GOV Score Supported/Supported 

H10 EDU→  ESG Score  
Rejected/ Rejected 

H10a  EDU→  ENV Score 
Rejected/ Rejected 

H10b  EDU→  SOC Score 
Rejected/ Rejected 

H10c   EDU→  GOV Score 
Rejected/ Rejected 
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As seen in Table 5.12, the findings at large were rejected, contradicting this 

study’s hypotheses. There are number of explanations for this, beginning with 

the new landscape in which this subject matter finds itself. As the first study 

that has examined the characteristics of sustainability committees within the 

UK context in-depth, it is impossible to compare with prior studies. The reality 

of the sustainability committee is novel to many firms and there remains a lack 

of clarity around the aims of the committee and indeed its structure. 

 
Sustainability committee characteristics’ cohesiveness has a curvilinear 

relationship with CSP effectiveness, and the outcomes indicated this 

association could have been either linear or curvilinear. This evident 

contradiction most likely evolves from the relatively small sample size of 

sustainability committees used.  

 
Of note these results suggest that there is an insignificant relationship between 

ESG and social performance which is a surprising finding. In placing this 

finding within the broader political landscape, it may well be that this is clear 

evidence of an increase in corporate sustainability reporting “greenwashing” 

or “window dressing”. Wallis (2022) describes this as companies disclosing 

positive information within their ESG reporting mechanisms without full 

disclosure of negative information, in other words, projecting a strong 

corporate image of acting on the issue of sustainability whilst acting against 

stakeholders’ interest in this matter. This could be explained by manipulating 

data rather than disclosing reliable information audited using independent 

databases.  
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5.12 Summary of chapter 

This study has investigated the impact of focused and non-focused 

sustainability committee characteristics and financial characteristics of firms 

on CSP. It found limited relationships between focused and non-focused 

sustainability committees and CSP dimensions, however, the study concluded 

that there is a significant relationship between firm’s financial characteristics 

and CSP. Furthermore, the study’s results show that firm age and firm size 

and profitability tend to be more significant to sustainability performance than 

sustainability committees; organisational variables are more influential on 

sustainability performance. Surprisingly, this thesis did not find any significant 

association between committee diversity and ESG sustainability performance. 

An alternative explanation for these findings is due to the smaller sample which 

led to insignificant conclusions.  

In addition, this study’s results show that more companies are voluntarily 

establishing focused and non- focused committee; this is on the rise, and this 

will lead to more interest in the firms’ ESG activities.  A particular finding of the 

study is that there is no significant difference between focused and non-

focused sustainability committees regarding sustainability performance;  the 

distinction between these separate categories becomes semantic.  

 
Overall, the findings are interesting regarding the association between SCC 

and CSP dimensions. However, some findings make it difficult to conclude any 

significant association between sustainability committee characteristics and a 
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firm’s sustainability performance, such as the impact of the educational level 

within the SC and the governance dimension of ESG.  

 
This research study finds no differentiation between focused and non-focused 

committee overall. There is also striking evidence that neither of these 

committees are associated with social performance, which seems to be totally 

neglected. The committees are similar in their associations and are related to 

some environmental and governance performance indicators. 

Finally, there seems to be a significant relationship between the temporal 

dimension and social sustainability performance; there is also an association 

with governance dimension (especially after 2016). 

Discussion of these findings is taken into Chapter 6, where potential reasons 

for findings are explored within the theoretical framework (Stakeholder, RDT 

and Legitimacy theories) and within the corporate sustainability landscape. 
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CHAPTER SIX: DISCUSSION 

6.1 Introduction 

he aim of this chapter is to place the findings of this study into a 

discussion arena in order to interpret the results reported in chapter 

5 against the context of the three-theory lens used to underpin the 

study and previous findings from the literature. A key role of this part of the 

thesis is to fulfil the objectives set out in section 1.3, namely: 
1. To identify and examine the impact of characteristics of focused and 

non-focused sustainability committees on CSP (including measuring 

the relationship between variables such as gender of chairperson and 

CSP and dummy variables such as firm age/size and CSP). 

2. To determine any associations between specific industry groups and 

CSP. 

Following this introduction, the chapter offers discussion of the significant 

findings related to the individual hypotheses as developed in chapter 3. In 

doing so, it then proceeds to develop a rationale for each finding, be it 

confirmation of the expected relationship between variables or indeed 

rejection of the expected relationship. This rationale is constructed through 

building a concrete understanding gathered from analysing the results and 

from comparing them to others’ findings, along with industry data and current 

sustainability data. Importantly, the discussion includes interpretation of the 

implications not only of the actual findings but also how they relate to the three-

theory framework. 

T 



295 
 

Key to interpreting the results of this study seen in chapter 5 are the industry-

specific findings, and those related to the context of focused versus non-

focused sustainability committees’ impact on CSP, which become an 

important contribution from this work, and they are taken into the concluding 

chapter. 

6.2 The incidence of focused and non-focused Sustainability 

Committees within the sample of FTSE 150 companies 

The starting point for analysing the data had been to examine the incidence of 

focused and non-focused sustainability committees across the study sample 

and study period. In examining trends over time, it is clear that the number of 

companies who have sustainability committees, be they focused or non-

focused, is on the increase within the FTSE150 industries. This study found a 

128% increase in such committees over the study period, with the biggest 

yearly increase coming in 2017. This is suggestive that overall discourse of 

sustainability following the Paris Agreement of 2015 and the publication of the 

2030 Agenda (UN General Assembly, 2015) has influenced firms to act 

towards the transitions required to bring companies in line with overall 

emissions targets (Tolliver, Keeley and Managi, 2020). 

 
Of note across all sectors there remains a higher incidence of non-focused 

SCs, with 25 across all sectors in 2010 rising to 40 by 2018 (as compared to 

7 focused SCs rising to 16 in 2018). It is clear when comparing results seen 

under focused committees and under non-focused committees that there is a 

lack of operational differentiation between the two – in other words, there is a 
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similar association between the individual characteristics and sustainability. 

This finding is of interest to the field as it may be suggestive that the nature of 

focused SCs is yet to be fully acknowledged. There is a marked resemblance 

between the committees and a consistent lack of association between diversity 

and sustainability with both.  As discussed in section 2.8 this type of committee 

is emergent. Institutionally, organisations are often slow to take up the mantle 

of change because of factors such as politicised resistance from internal and/ 

or external stakeholders (Burnes, 2015). Thakhathi, Le Roux and Davis (2019, 

p.261) suggest that successfully implementing sustainability practices involves 

organisations having ‘sustainability leaders’ in key position within the Board. 

Such leaders use influencing behaviours such as knowledge-sharing through 

a “broader company-wide sustainability forum” (ibid).  

 
Ultimately the sustainability committee cannot be seen as a ‘broader’ or 

company-wide forum, as its membership is Board-specific. However, when 

looking to the stakeholder theory to underpin this finding, it is clear that the 

rising popularity of the sustainability committee as seen in the increased 

incidence during the study period is also an opportunity for stakeholder 

engagement. This may be through producing company annual reports to share 

their progress, or indeed ESG reporting, but the membership of the 

sustainability committee is ideally placed to act by “championing localised 

[sustainability] changes” (Thakhathi, Le Roux and Davis, 2019, p.261) within 

their individual workplace and scope of influence. A rationale for this also rests 

with legitimacy theory: the Board may have attempted to build legitimacy by 

using the label ‘sustainability committee’ for its sub-group (Mion and Adui, 
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2020), however, improved sustainability performance has yet to be associated 

with these separate committees. 

 
There is no hard evidence from these findings that firms are acting on the issue 

of sustainability; indeed, it may be window dressing. For example, BP Plc 

increasingly claim that they are acting on sustainability, and according to this 

study data collected from Refinitiv database, the company has a top ESG 

score. However, the arts world in the UK are severing ties with sponsorship 

deals from fossil fuel industries, with BP being the latest to be punished by 

stakeholder activism against their greenwashing (Wallis, 2022).  

 
When developing the hypotheses for testing, this study assumed based on all 

three theories that large firms invest in ESG activity and would have a 

sustainability committee to assist in driving the board’s sustainability agenda. 

This could be seen as one of the ‘symbolic practices’ that boards engage in 

(Crossley, Elmagrhi and Ntim, 2021) that would enhance legitimacy 

(legitimacy theory), satisfy stakeholders (stakeholder theory) and would afford 

opportunities for implementing strategies using shared resources (RDT). 

Indeed, a central assumption was that a sustainability committee within the 

board would improve CSP (Orazalin, 2020). Certainly, the increase seen in the 

incidence of focused and non-focused SCs is indicative that firms are 

demonstrating a commitment to the calls regarding overall sustainability 

performance.  

 

It may also be a case of mimetic isomorphism whereby companies monitor 

their competitors and look for evidence of best practice, then follow suit. This 
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is well described by Cordova, Zorio-Grima and Merello, (2021), who suggest 

companies model themselves on others that they believe to be successful and 

have legitimacy. 

 

6.2.1 Industry-specific implications 

Exploring the results from this study relating to industry-specific variations 

yields some interesting debate. The Consumer Discretionary and Industrials 

sectors have the highest number of non-focused sustainability committees 

within the sample group (15 out of 40 companies in 2018), at the same time, 

they demonstrated a small increase in non-focused SCs. A more significant 

increase during the same period was seen with the rise in focused SCs within 

Industrials. Whilst the proportion of companies with a focused sustainability 

committee does not increase equally among industries over the sample period, 

a surprising finding was the lack of representation from the Technology sector, 

whose companies had neither focused nor non-focused SCs, while the Energy 

sector does not appear to have adopted focused SCs to deliver on their 

sustainability agenda.  

O'Brien (2020) reported that 28% of managerial staff in large UK businesses 

believe information technology sustainability to be more of a priority than 

required reporting and regulatory obligations; without a sustainability 

committee and its remit to drive the sustainability agenda, it is difficult to see 

how this can become more integrated. 
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When looking to the three-theory lens to interpret this finding, it is apparent 

that some sectors appear to be seeking legitimacy by establishing SCs as part 

of their CG strategy, be they focused on non-focused, with Consumer 

Discretionary and Industrials leading the field. Certainly, Walls and Berrone 

(2016) suggested that taking up the mantle of corporate governance is more 

than simply appeasing stakeholder demand for action on sustainability. 

 
This finding is also an area of interest for stakeholders, companies and 

academics. It is apparent that matters of sustainability may well be a global 

concern, but industry-specific concerns and priorities clearly differ. It is no 

surprise that firms in the Basic Materials and Industrials sectors have a higher 

representation of focused sustainability committee given they are the major 

polluters (Tiseo, 2019). However, the Telecommunications sector has the 

lowest representation of SCs in the sample group, yet it is expected to be 

responsible for 2% of the global GHG emissions by 2030 – this is similar to 

emissions within the aviation industry (Tătaru Fleacă and Fleacă, 2020).  

 
A caveat here is one of the study limitations, namely the relatively small 

sample size. By focusing on the FTSE150 companies, other companies that 

may have sustainability committees are excluded. Within the 

Telecommunications sector, for instance, Vodafone – not a FTSE150 

company currently - has a sustainable development strategy that comprises 

three pillars: women’s empowerment, energy innovation and youth skills and 

jobs (Tătaru, Fleacă and Fleacă, 2020). These can be viewed through the lens 

of Legitimacy Theory as being key to winning stakeholder (and regulatory 

authority) approval (Vitolla and Rubino, 2018), and certainly appear 
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constructed around the UN 2030 Agenda (UN General Assembly, 2015). A 

broader base for the study sample would have captured this within the 

findings. 

 
This study is different from previous studies because it divided sustainability 

committees in two groups - focused and non-focused. Findings show that 

H1&2 do not have significant influence on CSP. The result is inconsistent with 

the hypothesis, legitimacy theory concepts and previous studies. There are a 

number of possible explanations for this finding. The number of companies 

with focused sustainability committees is too small, and this is unlikely to 

capture a clear picture even though as seen in figure 5.1 more firms 

established SCs from 2014. Also, the members of the committees are 

responsible for a number of tasks that could distract their attention from the 

issues of sustainability. Other explanations include that the firms may establish 

sustainability committee to act as “window dressing”, or indeed that they view 

the firm’s main priority is to look after shareholders’ value and interests. 

 

Focused sustainability committees may be orchestrated due to stakeholders’ 

and regulatory demand on climate change. It would seem necessary for the 

members to have the experience and professional background in the field of 

ESG in order to facilitate the corporate board’s sustainability agenda, thus it 

may be more appropriate to the select more qualified members for the focused 

SC; this would be explained through the lens of RDT. However, as seen in 

results relating to H10 the findings do not support this. 
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In terms of comparing these findings with previous studies, this result is similar 

to some authors (e.g., Al‐Shaer and Zaman, 2018; Chams and García-

Blandón, 2019; Liao, Luo, and Tang 2015; Dilling, 2010; Rodrigue, Magnan 

and Cho, 2013); the findings of those studies do not reveal any significant 

impact of sustainability committees on sustainability performance. The 

insignificant relationship implies that many companies do not consider 

sustainability committee initiatives to be of benefit to their shareholders 

because it may not improve financial returns in the short term. Improving CSP 

through adopting a sustainability committee will take many years to reflect the 

financial benefits of such initiatives as it will take time for the sustainability 

committee members to convince the rest of the board on adopting 

sustainability strategy. Another possible explanation is that the sample lists 

may expect non-financial benefits (i.e., achieving social legitimacy or 

community development) rather than financial gains from CSP activities. 

  

6.3 The Impact of Characteristics of Focused and Non-Focused 

Sustainability Committees on CSP 

A surprise finding which was at odds with underpinning theory was 

demonstrated in H3 with the lack of significant association between committee 

size and ESG sustainability performance. When the hypothesis was being 

developed, it was based on the RDT premise that a larger committee would 

afford opportunities for access to greater resource (Pfeffer and Salancik, 

2003), therefore this finding is inconsistent with RDT, which argues that a firm 
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with a large board has a better opportunity of having more expertise at the 

boardroom and more opportunity to obtain resources such as capital and 

materials (Pfeffer, 1972; Zahra and Pearce, 1989). 

 

In looking to theory to explain why committee size does not seem to be a 

critical characteristic of focused or non-focused sustainability committees, the 

first consideration is within Legitimacy Theory. The committee size does not 

necessarily enforce the firm to act on the issue of ESG sustainability 

performance, while the firm strategy may be focused on profit. For example, 

in 2018 Burberry burned unsold items (putting carbon into the atmosphere) in 

order to keep the brand popular (BBC, 2018). Within RDT, if the committee is 

controlled by only a few directors or CEOs without recourse to sharing 

resource, the rest of the members are not able to not influence the committee 

decision-making as they are not collaborating. Another dynamic may be that 

greater committee size may lead to mixed messages among members. More 

specifically, it may be that the impact of committee size on CSP may decline 

after a certain level of committee size is reached because it creates agency 

cost. Hence, committee size does not impact CSP in the sample industries. 

 

Two independent variables that were demonstrated to have significant impact 

on CSP are the frequency of meeting and age diversity (H4 and H9). 

Interestingly, the impact was different across the ESG dimensions and also 

when focused / non-focused SCs were compared. For both H4 and H9, the 

result revealed a positive and significant influence on governance 

sustainability performance with a p-value<0.1 and the relationship becomes 
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stronger under non-focused sustainability committee. The result also revealed 

a negative and highly significant association with environmental performance 

(p-value<0.01) for frequency of meeting (though insignificant for age diversity) 

but no significance with social (p-value<0.1) sustainability performance.  

 
This finding is consistent with previous studies (Giannarakis, 2014; Baselga-

Pascual et al., 2018; Frias‐Aceituno, Rodriguez‐Ariza and Garcia‐Sanchez, 

2013) and could be interpreted that the sustainability committee meeting does 

not prioritise environmental and social concerns. When unpicking the finding 

through the lens of theory, it is difficult to evidence that the sustainability 

committee is ubiquitous with effective CSP. Legitimacy theory would posit that 

firms implement symbolic practices to improve sustainability in order in part to 

enhance their status and image within the market (Crossley, Elmagrhi and 

Ntim, 2021). Likewise, both legitimacy and stakeholder theories suggest 

implementing strong governance structures enhance firms’ reputation and 

image (Nguyen et al., 2021). 

 
Crossley, Elmagrhi and Ntim (2021) stated based on the legitimacy theory 

framework that firms may implement symbolic practices and adopt significant 

ESG practices in order to enhance their status and image within the market. 

Furthermore, Nguyen et al. (2021) expressed that legitimacy and stakeholder 

theories are mainly involved with enhancing firm’s reputation and image by 

implementing strong governance structures. Additionally, legitimacy and 

stakeholder theories indicate that corporations with good quality of 

management structures at board level are efficient in safeguarding the 

interests of different groups of stakeholders, and this can influence positively 
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on ESG sustainability performance. Moreover, Liao, Luo and Tang (2015) 

argued legitimacy theory concepts suggests that willingly demonstrating 

greater ESG responsibility can advance firm’s legitimacy such as improving 

reputation among stakeholders wining more trust establishing better image 

through evolving and continuing good ESG practice. 

 
However, frequent meetings do not help a firm advance the environmental 

sustainability agenda as seen in the negative finding. This raises the possibility 

that at this stage in the maturation of sustainability committees as a concept, 

work is needed to enable Boards to exploit their potential fully so that input 

and improvement is seen across all the ESG dimensions. Vafeas posited over 

20 years ago that such initiatives take years to establish, therefore the 

connection between the committee meeting and sustainability performance 

might take time to be reflected in results (Vafeas, 1999). 

 

One other independent variable which has a relationship with sustainability 

performance is the independence of the committee.  Results revealed this has 

a significant and negative influence on governance sustainability performance 

under both focused and non-focused sustainability committee, and this 

relationship changes to positive but insignificant under focused only with 

environmental sustainability score. There is a negative but insignificant 

association with social ESG sustainability performance under both 

committees.   

This finding may suggest it is likely that a committee with a greater ratio of 

independent members is less able to guide strategy within an organisation, 
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leading to less cohesive decision-making. Internal members may become an 

important mechanism for tackling issues of sustainability due to their 

knowledge of the firm’s operations, leading to increased levels of transparency 

and disclosure.  

 

Bansal, Lopez-Perez and Rodriguez-Ariza (2018) found that independent 

directors’ performance can be influenced by reputational risk. They further 

suggest that information cascaded to independent directors from management 

can be manipulative and misleading. Certainly, the finding from this study 

lends weight to having an emphasis on internal directors on SCs increasing a 

firm’s legitimacy.  

 

 6.3.1 The impact of control variables on CSP 

As explained in chapter 4, additional variables to those independent variables 

discussed above that may have an impact on CSP were established. 

Employed as proxies to measure control variables, not only were they 

generally based on previous literature, but they were also adopted based on 

the theoretical grounds of the study. The rationale for assuming control 

variables is to reduce the impact of potential omitted variables and 

endogeneity (Ntim, Opong, and Danbolt, 2012). Therefore, the control 

variables were selected according to prior studies on CSP (Bernard, Godard 

and Zouaoui, 2018; Hussain, Rigoni and Orij, 2018; Artiach et al., 2010; 

Biswas, Mansi and Pandey, 2018; Burke, Hoitash and Hoitash, 2019). 
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This research study established variables in alignment with previous empirical 

findings that found larger firms tend to have a better overall ESG score and a 

better environmental score (Wang and Choi, 2013; Bernard, Godard and 

Zouaoui 2018). Such results support the argument that larger firms have an 

advantage over smaller firms in allocating additional resources and fixed 

funding, reducing waste emissions from manufacturing activities (Darnall, 

Henriques and Sadorsky, 2010). Additionally, Jung et al. (2018) found larger 

firms are in a better position to deal with sustainability issues. They can 

allocate more resources for compensating actions than smaller firms can; this 

leads to larger corporations showing an improvement in sustainability 

disclosure and transparency and improving their financial positions.  

 
The results indicate that engagement in sustainability practice is based on firm 

size; therefore, the researcher must consider firm size as a crucial determinant 

of acting on the issue of sustainability. As firms grow, they develop strategies 

and engage more in sustainability practice. 

When tested, the second control variable confirmed that there is a positive 

association between Profitability (ROA) and CSP. This result is in line with the 

literature, which evidences that ROA is an essential financial driver for ESG 

engagements (Mishra and Modi, 2013). The results show that there is a 

positive relationship between the governance dimension and ROA. The 

findings are in line with prior studies that examined the association between 

ESG and financial performance, including Xie et al. (2019) and Garcia and 

Orsato, (2020), who confirmed that there is a positive association between 

ESG performance and firm financial performance. 
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Table 5.4 shows that leverage is only positively associated with governance 

performance but not significantly. This positive association is supported by the 

previous empirical study by Lee, Seo and Sharma (2013); furthermore, a firm’s 

financial performance may improve through leverage which is cheaper, as tax 

interest is a deductible expense compared to the issuing of equity. Therefore, 

the debt ratio must be balanced; an increasing leverage level could lead to 

damage to shareholders’ value (Modigliani and Miller, 1958). Besides, the 

results support the assumption of Harrison and Coombs (2006) who stated 

that social performance is expensive for corporations while they have an issue 

with high debt, and the consequences lead to low environmental and social 

performance. Furthermore, the results suggest that firm free cash flow is 

positively significantly related to environment.  

 
Financial capacity was measured through free cash flow, and the results show 

that there is a positive relationship between financial capacity and 

environment. This finding is in line with Artiach et al. (2010) who stated cash 

is the lifeblood of the firm; in other words, when a firm has healthy cash flow it 

can invest in innovation and deal with the issue of sustainability. However, 

when firms have financial difficulties or a deficit of cash flow there is additional 

pressure on management to reduce costs and maximise profit returns to 

shareholders, thus potentially shifting focus from sustainability (Bernard, 

Godard and Zouaoui, 2018). 

 
Table 5.4 also shows that there is a positive association between profitability 

and CSP. This positive finding is convergent with theoretical concepts that 
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growth in firms means an increase in investment prospects, which leads to 

more sustainability practice (Chung and Zhang, 2011). The results confirm that 

growth in the market to book value improves firms’ level of CSP. This finding 

offers further empirical support to earlier studies that found a positive 

relationship between firm growth and ESG practice (Laskar, Chakraborty and 

Maji, 2017; Artiach et al., 2010; Bernard, Godard and Zouaoui, 2018).  

Moreover, this finding supports the argument of Chen and Zhao (2006), that 

firms with higher market-to-book value are more profitable on average due to 

more focus on the issue of sustainability.  

 
Overall, the results appear to recommend that firm growth and profitability is 

an important factor in firms being able to invest in sustainability, such as 

increased investment in renewable energy and developing new technology to 

reduce emissions and increase re-cycling. The firm’s data on R&D investment 

and profitability and improved CSP level are relevant for the market and 

investors. 

 
The final control variable is firm age. In this study the association between firm 

age, sustainability management and ESG performance was examined. The 

result shows that there is a positive association between firm age and the 

environmental and social dimensions of CSP in particular. These findings 

support prior findings by Withisuphakorn and Jiraporn (2016) that older firms 

must consider the issue of ESG as a crucial factor in sustainability practice. 

One explanation for these results is that it shows mature firms are determined 

to engage in sustainability practice due to having more resources and time to 

implement sustainability. Moreover, firm age is supported by some aspects of 
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stakeholder theory, for example, firm age is an indicator of power and financial 

performance (Roberts and Dowling, 2002). The above opinions could lead to 

new research to examine the critical role of firm age in determining the level 

of CSP engagement.  

 
Finally, the studies reviewed within this study used different methods to 

measure variables and they collected data over a different period. Therefore, 

the assumption is that CSP could be different over time and across various 

industries (Bernard, Godard and Zouaoui, 2018; Hussain, Rigoni and Orij, 

2018).  

 

6.4 Summary of chapter 

The aim of this chapter was to place the findings of this study into a discussion 

arena in order to interpret the results reported in chapter 5 against the context 

of the three-theory lens used to underpin the study and previous findings from 

the literature. In doing so, it has connected the findings to the earlier literature 

and to stakeholder, RDT and legitimacy theory. This chapter highlighted the 

association between FTSE 150 with their stakeholders in relation to their 

sustainability engagement, along with investigating the relations between 

stakeholders’ management, sustainability and performance, and the 

moderating effect of sustainability strategy on these relationships.  

 

The finding shows that the frequency of committee meeting and the age of 

directors have significant impact on governance scores with a significantly 

negative relationship with social and environmental scores. The results were 
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the same under both focused and non-focused sustainability committee; they 

also reveal a noticeable operational similarity between both committees with 

consistent patterns of association between different committee characteristics 

and sustainability and no association with education in either. 

 
The following chapter delivers the implications of the findings for practice, 

recommendations for future research, the limitations of this study and an 

overall conclusion.    
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CHAPTER SEVEN: CONCLUSION 

 

7.1 Introduction 

here has been increasing interest in sustainability within the 

business field in the last two decades, and particularly since the 

Kyoto Protocol of 1997 (UN, 1997), the Paris Agreement (UN, 2015) 

and the publication of the 2030 Agenda for Sustainable Development (UN 

General Assembly, 2015). Although corporate governance mechanisms have 

to a large extent reflected some of the changes called for internationally, 

especially with the ongoing development of ESG reporting (Burke, Hoitash and 

Hoitash, 2019), it has not been clear whether having a sustainability committee 

within the corporate board would improve corporate sustainability 

performance. Nor has it been evident within the literature what impact the 

individual characteristics of such committees has on corporate sustainability 

performance when seen through a theoretical lens.  

 
The study started with a comprehensive review of the history of sustainability 

and why sustainability has become one of the exciting research topics among 

scholars in recent years. Mainly this research focused on the determinants of 

sustainability, including the concerns from different groups of stakeholders 

such as investors, shareholders and communities. Furthermore, in chapter 

three it was determined that other cultural traditions and regulatory 

environments have different impacts on sustainability practice.  

 

T 
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Following an extensive literature review and development of hypotheses, a 

statistical model that is able to demonstrate the relationships among different 

characteristics of sustainability committees and the three pillars of 

sustainability – environmental, social and governance – was built and 

validated. It was applied using positivist methodology to data extracted from a 

range of sources to test the hypotheses.  

 
The research began by investigating ESG and other data over a fixed period 

of time, comparing firms’ published data and those published by other 

databases (FAME and Refinitiv). The data were obtained from 926 companies 

from the London Stock Exchange (LSE) listed company’s year observations, 

representing 112 non-financial companies from FTSE 150 for the period 2010 

to 2018. The index constituents are the FTSE 100 index members and the top 

50 largest FTSE 250 constituent companies based on the market 

capitalisation.  

 
The analysis of extracted sustainability data was conducted by developing a 

sustainability index based on the Refinitiv models. Performance data were 

obtained from the FAME database and from company annual reports. The 

data were analysed using multilevel linear regression analysis; to test collected 

data, Stata software was used that allowed us to analysis data through several 

statistical techniques, including fixed and random-effects models, OLS and 

structural equation modelling.  

 
Stakeholder, RDT and Legitimacy theory were used as the lens through which 

to shape and view the research design, methodology and findings. The main 
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findings of this research are summarised and discussed in section 7.1.  As 

with all research there are limitations; section 7.2 highlights these while section 

7.3 provides suggestions for further research. There are several practical 

implications of this research for sustainability within businesses, and section 

7.4 discusses these before presenting the overall conclusion of the thesis.   

7.2 Discussion of Main Findings 

The main finding of this research was presented in chapter five, and their 

interpretation was presented in chapter six. The results are now evaluated as 

they are associated with the main aims of the research. The main findings of 

this study on the impact of SCC on CSP are as follows.  

 
First, it is clear from the outcome that the presence of a sustainability 

committee impacts CSP as was indicated in the earlier chapters; in other 

words, the sustainability committee could be a factor to motivate the corporate 

board to act on the issue of sustainability and influence the effectiveness of 

CSP strategies. Additionally, the empirical outcome implies that the efficiency 

of CSP strategy explains the positive association between sustainability 

committees and environmental and governance performance, thus the finding 

supporting the study's theoretical framework.  

 
Second, the results indicate that the presence of a sustainability committee is 

increasing among the selected sample for the study, confirming that firms 

voluntarily establish sustainability committees to improve sustainability issues 

and respond to the concerns and needs from different groups of stakeholders. 

Moreover, the committee allows the firms to monitor/disclose their activities. 
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The empirical outcomes of the study offer significant support for corporate 

board members to play an important role in improving the effectiveness of CSP 

strategies through dedicated sustainability committees.  

 
 

Third, the results show that frequency of meeting and diverse age of members 

have positive associations with the Governance dimension of ESG. This 

finding may guide strategists when planning the future role of sustainability 

committees as they are established in firms, but likewise may offer subject 

matter for future researchers when investigating their lack of association with 

other ESG dimensions. 

 
Moreover, table 5.11 shows that the issues of ESG have been improving since 

2015, and it shows the relationship between years as dummy variable and 

ESG is positively significant from 2015-2018. This finding indicates that firms 

are acting on the issue of sustainability and addressing the concerns of 

stakeholders; this may be precipitated by restrictions from the government 

about firms’ activities but stakeholder activism is undoubtedly a feature (Wallis, 

2022). Especially social sustainability and governance seem to be the rising 

stars in spite of the fact that committee characteristics and financial and 

organisational attributes of the companies do not display any relationship with 

social sustainability. 

 
One additional finding is that there are industry-specific differences in the 

adoption of sustainability committees. In particular, this study has found those 

companies in the heavy industry sectors (e.g., Basic Materials and Industrials) 
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are more likely to have a focused SC than say those in the technology sector. 

This pattern is repeated with non-focused SCs.  

 

7.3 Contributions to Knowledge 

This study aimed to investigate the impact of the sustainability committee on 

CSP. When defining the sustainability committee and its characteristics, the 

‘identity’ of the committee itself was at times challenging given that the current 

literature focuses on board characteristics. As a starting point this study took 

the stance that as the sustainability committee is comprised of board 

members, it wasn’t unreasonable to assume it is a microcosm of the board, 

thus it would have the same elements that could be measured that are well 

represented in the literature such as committee size, percentage of committee 

independence, frequency of committee meeting and demography such as 

gender, age and educational level.  

 
Based on the author’s understanding, this research study is unique compared 

to the vast volume of existing research because it raises questions about the 

very nature of the sustainability committee and its role in CSP.  

 
This research focused on the influence of the actual sustainability committee 

on CSP while most previous studies have not distinguished between similar 

committees such as CSR, audit and environmental committees that some 

companies establish to deliver on CSR matters (see appendix 1). The way 

sustainability committees within FTSE 150 were measured proved fruitful, and 

the findings on the impact of sustainability committee characteristics are 

reliable as the model was robustly tested. Results demonstrate that the 
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popularity of sustainability committee within the board increased exponentially 

during 2010-2018 which represents the period of data collection. 

 
According to Summers (2001), research can contribute to knowledge in three 

ways. First, contribution to concepts, also known as theoretical contributions, 

second, empirical contribution to the literature, and lastly, methodological 

contributions. Using Summers’ (2001) framework, this study results contribute 

to the literature as follows:  

 
1. Theoretical contributions 

 
 
After an extensive literature review, this study established a three-theory 

model as a lens through which to study and explain the associations between 

and the impact of focused and non-focused sustainability committees on CSP. 

The model was developed to investigate the association between various 

characteristics of the committee and different dimensions of ESG sustainability 

performance. In selecting individual theories for the study, it was 

acknowledged that each had a unique frame of reference, and each had 

limitations. For instance, stakeholder theory was demonstrated to have value 

in supporting understanding of how involving stakeholders in the firm’s 

operation assists the firm to meet environmental, social and economic targets 

in the implementation of sustainability (Uribe, Ortiz-Marcos and Uruburu, 

2018). It was also acknowledged that diversity is not fully explained within a 

stakeholder theory perspective, hence RDT being added to the framework 

(after Vafaei, Ahmed, and Mather, 2015).  
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One finding of this study was that having external representation in a 

sustainability committee via outside director membership had a significant and 

negative influence on governance sustainability performance (see section 

5.10). In a sense this is inconsistent with RDT which would advocate for 

independent committee members as they make better monitoring (Shaukat, 

Qiu and Trojanowski, 2016). However, this study used a three-theory lens; 

where this finding suggests that the independent members’ influence does not 

reach to governance issues, addressing this could be informed by legitimacy 

theory. Empowering sustainability committees further to achieve overall 

sustainability goals would be key to enhancing legitimacy and improving 

reputation. 

 

One of the critical reasons for inconclusive results regarding the impact of 

sustainability committee characteristics on CSP could be attributed to the lack 

of theory (Lee, Seo and Sharma, 2013). As an outcome, therefore, this thesis 

contributes to the literature by applying stakeholder theory, RDT and 

legitimacy theory as a foundation for understanding the association between 

SCC and CSP. It extends the operationalisation of these three theories from 

understanding such associations to providing a theoretical basis for action. 

The results of this research study confirmed the reliability and validity of the 

selected theories that were adopted to examine the association between 

sustainability committees and CSP.  

 
2. Empirical contribution 
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In the past decade, CSP has received considerable attention from academics 

regarding the issue of sustainability and the relationship between the 

sustainability committee and CSP. Nevertheless, there is a gap to examine the 

association more thoroughly (Walls, Berrone and Phan, 2012). However, prior 

literature was dominated by studies investigating the problem of sustainability 

outside the UK (Bernard, Godard and Zouaoui, 2018; Hussain, Rigoni and Orij, 

2018; Artiach et al., 2010, Biswas, Mansi and Pandey, 2018).  

 

This study’s empirical contribution is through testing the several theorised 

connections between the hypotheses in the research model, which had not 

previously been examined together. This offers several theoretical and 

practical understandings into the arena of SCC and CSP, including the 

suggestions of the firm’s culture and practitioner views. For instance, a gap 

was identified when reviewing existing empirical studies (Biswas, Mansi and 

Pandey, 2018; Birindelli et al., 2018; Eberhardt-Toth, 2017; Hussain, Rigoni 

and Orij, 2018; Abdelmotaal and Abdel-Kader, 2016) which had failed to 

highlight why some companies establish a committee under the name of 

sustainability committee while other companies established committees such 

as a CSR committee. These results indicate the choice is being made based 

on the nature of firms’ operation.  

 

Thus, the empirical finding of this thesis address the gap in the literature that 

arises from the quantitative analysis of the established theoretical model, as 

follows: 
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1. The findings confirm an inconsistent relationship between sustainability 

committee characteristics within the board of directors and corporate 

sustainability performance.  

2. The finding confirms that the ESG scores do not represent an accurate 

picture of CSP; ESG is more about ticking the box. For example, BP 

PLC has the top ESG score, but is also a high polluter, which raises 

many questions for future research. 

3. The finding confirms that many more companies are establishing 

focused or non-focused sustainability committees voluntarily, which is 

a positive indication. In addition, the finding confirms a positive 

relationship between sustainability committee and financial 

characteristics, and this finding supports expectations and previous 

studies. 

 

The CSP literature says little regarding firms’ gains through establishing non-

mandatory committees such as sustainability committees and sustainable 

development. Earlier studies have concluded with mixed findings. This study, 

therefore, contributes to the discussion about the association of the impact of 

SCC on CSP within FTSE 150. 

 

The outcomes of this research study can offer better understanding for FTSE 

150 companies to direct their commitments and efforts to areas that progress 

their actions on sustainability and improve stakeholder’s management, 

transparency, communication and needs. This study provides a positivist 

explanation of different sustainability dimensions (ESG) influenced by different 
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SCC within FTSE 150 and the vital mediating role played by firm’s financial 

characteristics is empirically demonstrated. The results may differ from what 

would have been achieved through qualitative surveys and interviews, which 

might reflect or be affected by respondents’ opinions or views; this informs 

future research opportunities 

 

 
3. Methodological contributions 

 

 
Besides its theoretical and empirical contribution, this thesis makes an  

essential analytical and methodological contribution to the current literature in 

the sustainability committee and CSP field.  

 

This research study contributes with its application of several adopted 

methods including Pooled OLS, fixed effect and random effect to analyse data, 

whilst relatively established empirical studies considered single methods (Rao 

and Tilt, 2016; Jackson, Boswell and Davis, 2011; Peters and Romi, 2015; 

Ong and Djajadikerta, 2017). Moreover, this study used several methods to 

measure the proxy variables, for example, committee independence was 

measured differently from previous studies, using instead a dummy variable 

where committee independence =< to 50% then it is equal to “1” otherwise “0”.  

 

7.4 Research limitation 

This thesis’ aims were to find out whether sustainability committee 

characteristics influence CSP in the context of FTSE 150 of non-financial 

companies. This research study, like any other empirical studies, does have 

some limitations. The first limitation of this thesis is that these findings may not 
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represent other types of firms since the sample represents a specific group of 

firms (listed in the FTSE 150). Accordingly, this study did not consider small, 

medium-sized firms or financial characteristics. As discussed in chapter five, 

several firms’ samples did not report their ESG. Therefore, they were removed 

from the analysis to ensure the results are valid meaning it is not fully 

representative of the whole FTSE 150 companies.  

A second limitation of the research was that it concentrated on a specific group 

within the board of directors – the sustainability committee. Other important 

members of the board were therefore not considered in this study, such as the 

CEO, who is a critical decision-maker in investing in new technology. 

Furthermore, this thesis did not investigate the role of other groups of 

stakeholders, such as NGOs; they could potentially provide further insights 

into the associations between the determinants of sustainability and CSP.  

 
Another potential limitation was that the dependent variables (ESG) were 

measured by external databases, and there is concern regarding how they 

weight factors of a sensitive and non-sensitive nature using the same frame of 

reference (Doyle, 2018). Moreover, there is no universal measurement of 

ESG, and there are several databases each having its own methodology to 

measure firms’ ESG (ibid). This means that existing studies may not be entirely 

relevant to today’s standards of sustainability practices. Thus, it would be 

interesting to choose some sensitive variables and adopt a binary 

inclusion/exclusion measure as a more independent measurement of ESG.  
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While the research study was based on an adequate sample of 926 firm-year 

observations, the sample range was not large enough. For example, it does 

not represent the FTSE 350 index, and financial firms were excluded; more 

viable results would be obtained if further study involves a greater sample 

range from different industries.  

 
Another consideration is that the study was based on panel data analysis. The 

data was collected during the period 2010-2018. However, the issue of 

corporate sustainability goes back to the early 2000s. Likewise, sustainability 

practice is endlessly developing (Burke, Hoitash and Hoitash, 2019; Biswas, 

Mansi and Pandey, 2018),  therefore it is reasonable to assume that findings 

may evolve further were the data to cover a longer time span .  

 

Because this study was tested based on secondary data, this is fundamentally 

opposite to studies largely based on primary data.  Likewise, this differs from 

prior studies that used mixed sources and methodologies. This study was 

rooted in a positivist approach, thus opportunities for richer exploration of the 

variables using methodologies such as interview were precluded. Using a 

mixed-methods research design would possibly offer a broader understanding 

of the influence of sustainability committee on CSP; for example, qualitative 

interviews can help explain and interpret statistical findings attained from 

quantitative methods (Saunders, Lewis and Thornhill, 2015; Collis and 

Hussey, 2009). 
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The next section provides suggestions for future research that also take into 

consideration some of these limitations.  

 

7.5 Suggestions for future research 

This study examined the impact of sustainability committee characteristics on 

CSP using a limited range of variables. However, committee characteristics 

encompass numerous features that were not addressed in this study, for 

instance, directors’ experience, tenure and shareholder ownership. It is known 

that directors’ functional background and job-related diversity play an 

important role in influencing corporate directors’ performance (Rao and Tilt, 

2016; Kanadlı, Zhang, and Kakabadse, 2020); given that the sustainability 

committee is composed of directors, these merits further exploration in this 

context. It is suggested here that studying these factors could lead to a deeper 

understanding of the impact of such characteristics on CSP as this research 

study was unable to examine these variable due to time constraints and 

availability of data.    

This thesis examined firms within the UK context. Given the SDGs with an 

emphasis on global justice (UN General Assembly, 2017), it would be 

interesting for future research to consider different contexts particularly in 

emerging economies and developing countries that could explain and back up 

the findings, and indeed add to them.  

 

This study measured CSP through ESG; each dimension of sustainability was 

weighted almost equally. Politically, here is a clear indication that most 

governments’ focus is on environmental issues. For example, recently the UK 
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government announced no further new petrol and diesel cars will be available 

to be sold within Britain by 2030; their proposals include investment in 

infrastructure to achieve zero-emission alternatives such as electric cars 

(GOV.UK, 2020). Scholars have argued that the issue of the environment 

becomes a political matter and becomes top of the authorities’ and firms’ 

agenda possibly to the detriment of other sustainability dimensions (Patterson 

et al., 2017). It is clear from the findings from chapter 5 that there is often a 

polarisation of dimensions as measured, in other words, individual variables 

may influence environmental outcomes for example but not social or 

governance. For instance, it is surprising that the frequency of committee 

meeting has a strongly significant negative relationship with environmental 

dimensions for both focused and non-focused sustainability committees, yet 

under governance dimensions the relationship becomes weakly positive.  

 
There are two potential explanations for this finding. This study had a small 

sample size, concentrating on the impact of sustainability committee 

characteristics when in fact as demonstrated in the data gathering relatively 

few companies had a sustainability committee at the time of the study. 

Secondly, it might be attributed to methodological techniques and the chosen 

statistical software. Future research could examine in more detail if firms 

distinguish between any of the dimensions of sustainability, given 

governmental emphasis on the environment, which may yield more significant 

relationships between variables.  

 
Furthermore, an opportunity for future research arises to explore if and how 

investors consider non-financial performance. Given the global change in 
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priority as evidenced through the UN 2030 agenda, are investors’ aims still 

focused on return on their funds as the top priority or are they now asking more 

from firms in return such as better ESG performance?  

 

7.6 Implications for policymakers and management 

The finding of this thesis leads to several implications for different groups of   

stakeholders. As explained earlier, the outcome of this study is relatively 

significant and noteworthy to two particular groups of stakeholders, first the 

government and second the firms’ management. The sustainability 

committees influence decision-makers to consider the sustainability 

committee as a supportive factor to improve CSP. 

 
Despite insignificant findings between dependent and independent variables, 

the hypotheses, selected theories and previous studies demonstrated that 

focused and non-focused sustainability committees might be a mechanism to 

improve CSP. Likewise, firms with a sustainability committee offer corporate 

directors the opportunity to create an impression about their strategy in 

increasing investment in R&D and innovation as long-term interests of a firm’s 

stakeholder group, as well as improving firm’s reputations and revenues level. 

On seeing this finding, policy makers may be induced to improve the link 

between committees and social sustainability, which is non-existent according 

to this study. 

The outcomes of this research study will assist scholars to assess the causality 

and influence of the sustainability committee-CSP association in other 
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countries, especially those developing countries where there remains limited 

attention to the issue of ESG.    

 
Furthermore, this study might provide insight to sustainability committee 

members when investigating why diversity including gender and education 

does not influence CSP. Likewise, when exploring why the committee should 

pay attention to each individual dimensions of ESG on sustainability given that 

many of the hypotheses when tested demonstrated different outcomes for 

different ESG dimensions.  

 

Crucially, this study’s results could assist firms’ managers in amending and 

establishing more robustness in their human resource policies and strategies 

to improve the role of independent directors through efforts such as promoting 

gender diversity within the sustainability committee.  

 

Support for ESG sustainability practices can be achieved through the 

implementation of an aggregate of ESG sustainability carried out under the 

new GRI framework. The findings of this research contribute to encouraging 

corporations to focus on issues that affect the environment such as renewable 

energy, reducing emissions and reducing air pollution. 

  
The implications of this study for regulatory authorities are that firms need to 

improve communication channels with stakeholders’ groups as suggested by 

stakeholder theory. Additionally, legitimacy theory framework suggests firms 

could win societies’ mind and heart through transparency and being honest 

regarding their sustainability activity practice and reporting. The findings 
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confirm that more companies are voluntarily publishing their sustainability 

report based on the GRI standard. However, there are concerns from different 

groups of stakeholders that companies may act by window dressing or 

‘greenwashing’ in terms of their operational practices. 

 
Additionally, one recommendation for the government is to ensure they are not 

only focused on the issue of the environment. For example, this study found 

that firms that are most sensitive to environmental concerns established 

focused sustainability committees, while other firms who are closer to the 

consumer service established non-focused sustainability committees. 

Therefore, it is necessary for the regulatory authorities to consider making it 

compulsory for all companies to consider the issue of social and governance 

dimensions alongside environmental dimensions through the medium of a 

focused SC, because this study found CSP cannot be measured on 

environmental factors alone.  

 
Furthermore, the findings of this thesis offer a motivation for the UK 

policymakers to remain interested in increasing female representation at the 

board level to ensure companies implement the policies for improving the 

board gender composition in the UK. This will ensure a reasonable pool of 

female directors to become members of the sustainability committee of a firm, 

and crucially, to be better represented in chairing such committees.  

 
This thesis has an important implication for the CSP literature. This research 

study contributes to the literature from CSP and CSR performance 

perspective, particularly in the UK context (FTSE 150). Moreover, it should be 
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acknowledged that listed companies from FTSE 150 that voluntary establish 

focused and non-focused sustainability committees to advance ESG 

sustainability issues is a somewhat new phenomenon for corporate board 

directors. From the viewpoint of everyday implications, results show that large 

firms (more profitable and less leverage) are likely to expect more action on 

the ESG sustainability performance.   

 
More importantly, from the RDT framework, only large firms can fully afford 

sustainability, because acting sustainably is about replacing old, fixed assets 

with new ones that consume less energy and have less harmful emissions. 

Another finding from this study is that large committees have consequences 

as the connotation of committee size and committee independence are 

insignificant, which is inconsistent with the hypothesis. 

 
There are more expectations from stakeholders toward policymakers to be 

more active relating to health and safety, equal opportunities in training to 

enable employees to upgrade skills, having clear management structures, 

including more opportunities for demographic diversity. Policymakers 

legislating for firms to provide opportunities to recruit minorities as well as 

setting a fair ratio of women at managerial levels will ensure diversity at all 

levels of an organisation, including committee level within Boards.  
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7.7 Recommendation 

The issue of sustainability needs to be embedded into the management as 

well as the strategic agenda while it requires attention at board level. 

Moreover, as we know sustainability is a broad topic that permeates through 

organisations and companies and is played out in narratives including ESG, 

political instability due to the issue of climate change and issues such as 

diversities and migration. Additionally, another issue that can be seen at the 

corporate board level is poor communication between shareholders and 

boards, particularly the lack of engagement related to strategic decision 

making. For example, shareholders have little access to information about the 

firm’s strategic decision making apart from that which is contained in annual 

reports.  

 
Furthermore, this study finding that there is an insignificant relationship 

between gender diversity and the social element of ESG suggests the lack of 

female representation at the board level is a management crisis issue that 

could dent the corporate reputation for not creating opportunities for women.   

Since firms are increasingly evaluated on their ESG performance, therefore, 

intangible assets include firms’ image and reputation is part of long-term value 

creation (Kurznack, Schoenmaker and Schramade, 2021). Thus, ignoring the 

issue of lack of diversity include (age, gender, education and ethnicity) at 

board level has a directly negative impact on the market value of the firm.  

 
Furthermore, since our study shows that there is an insignificant relationship 

between sustainability committee characteristics and ESG, Corporate Boards 
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need to investigate why the committee does not have an impact. Further 

investigation at the board level will provide the committee with more 

accessibility to resources and increase the responsibility of board members 

towards the sustainability agenda. Therefore, this empirical finding within this 

study supports and justifies the above recommendations to positively enhance 

firms’ performance.   

 

7.8 Conclusion 

This research study examined the impact of sustainability committee 

characteristics include size, independence, frequency meeting, gender 

diversity, age diversity, educational level, committee’s chairperson position 

and gender on CSP (ESG) in the context of FTSE 150 listed non-financial 

firms. Data from FAME, Refinitiv, companies’ annual reports for 926 firm-year 

observations (112 individual companies) from 2010-2018 were obtained from 

the LSE. Overall, this study did not find support for hypotheses.  

 

More specifically, this study finding shows that the frequency of committee 

meetings and age diversity are the only variables that have a significantly 

positive association with governance dimension of sustainability and the 

remaining independent variables (size, independence, gender diversity, age 

diversity, educational level, committee’s chairperson position and gender) 

have no significant relationship with ESG. Furthermore, the outcomes do not 

suggest that firms with focused or non-focused sustainability committees 

impact the ESG corporate sustainability performance due to the small sample 

size.  
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This thesis contributes to the existing literature in three ways. First, unlike other 

studies that failed to distinguish between the definitions and role of CSP and 

CSR.  Also, this study extended the first study by (Burke, Hoitash and Hoitash, 

2019) that examined the focused and non-focused sustainability committee. 

Finally, this study finds differences between these two committees and the 

company chose this committee purely based on the nature of their activities.  

 

Second, this is the first study examining sustainability committee 

characteristics, particularly the committee’s chairperson position and gender. 

Also, this study finds no associations between these variables and 

sustainability performance in firms with -focused or non-focused sustainability 

committees.  

 

Third, this study likewise does not offer insights into the association of 

independent variables with any dimensions as dependent variables. This is 

inconsistent with selected theories (stakeholder theory, RDT and legitimacy 

theory) and the developed hypotheses. These results may encourage 

researchers to investigate the influences of SCC variables on individual 

dimensions of ESG sustainability performance based on a greater sample, 

including medium and small firms. This is because CSP is multidimensional 

rather than unidimensional (Bernard, Godard and Zouaoui, 2018; Hussain, 

Rigoni and Orij, 2018; Artiach et al., 2010; Biswas, Mansi and Pandey, 2018; 

Burke, Hoitash and Hoitash, 2019). 
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These findings should be handled with the following limitations in mind. First, 

the outcomes of this thesis are grounded on the LSE sample, so they may not 

be comprehensive to other contexts having different sustainability settings. 

However, future researchers can examine these associations, particularly the 

association between SCC variables and sub-dimensions of ESG sustainability 

performance in other countries sustainability settings. Second, the sample for 

this thesis was obtained from listed companies from LSE in the UK, which 

usually deals with large companies; therefore, this finding may not be based 

on medium- and small-sized companies. 
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Appendix 1: Board Sub-Committees 
Company Board sub-committee Role and responsibilities 

LAND SECURITIES 

GROUP PLC 

Sustainability  

Committee 

Sustainability Committee Responsible for developing and implementing the Group’s sustainability 

strategy, linked to and integrated with the Group’s overall corporate strategy. In doing so, it also 

considers environmental, social, economic and energy issues affecting the business. Develops and 

implements the Group’s sustainability strategy as integrated with the Group’s overall corporate strategy. 

In doing so, it also considers environmental, social, economic and energy issues affecting the business 

and the impact of these issues on our customers. https://landsec.com/sites/default/files/2018-

06/Landsec_AR2018_web_ready_final.pdf    
ROYAL DUTCH SHELL 

PLC 

Corporate and Social 

Responsibility 

Committee  

The responsibilities of the Corporate and Social Responsibility Committee (CSRC) include the review of 

the management of environmental and social impacts of projects and operations. In 2017, among the 

key topics were the energy transition, GHG emission targets, and another carbon dioxide (CO2) and 

methane-related developments, such as Shell’s net carbon footprint ambition and guiding principles on 

reducing methane emissions. 

http://www.annualreports.com/HostedData/AnnualReports/PDF/NYSE_RDS.B_2018.pdf  
ASTRAZENECA PLC Science Committee The Science Committee’s core role continues to be to assure the Board regarding the quality, 

competitiveness and integrity of the Group’s R&D activities by way of meetings and dialogue with our 

R&D leaders and other scientist employees; visits to our R&D sites throughout the world; and review 

and assessment of: 1) The approaches adopted in respect of the chosen Therapy Areas  2) The 

scientific technology and R&D capabilities deployed  3) The decision making processes for R&D 

projects and programmes  4) The quality of our scientists. 

https://www.astrazeneca.com/content/dam/az/Investor_Relations/annual-report-

2018/PDF/AstraZeneca_AR_2018.pdf  
BP PLC Safety, ethics and 

environment 

assurance committee 

The committee receives specific reports from the business segments as well as cross-business 

information from the functions. These include, but are not limited to, the safety and operational risk 

function, group audit, group ethics and compliance, business integrity and group security. The SEEAC 

can access any other independent advice and counsel it requires on an unrestricted basis. The SEEAC 

and audit committee worked together, through their chairs and secretaries, to ensure that agendas did 

not overlap or omit coverage of any critical risks during the year. 

https://landsec.com/sites/default/files/2018-06/Landsec_AR2018_web_ready_final.pdf
https://landsec.com/sites/default/files/2018-06/Landsec_AR2018_web_ready_final.pdf
http://www.annualreports.com/HostedData/AnnualReports/PDF/NYSE_RDS.B_2018.pdf
https://www.astrazeneca.com/content/dam/az/Investor_Relations/annual-report-2018/PDF/AstraZeneca_AR_2018.pdf
https://www.astrazeneca.com/content/dam/az/Investor_Relations/annual-report-2018/PDF/AstraZeneca_AR_2018.pdf
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https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/investors/bp-annual-report-

and-form-20f-2018.pdf  
GLAXOSMITHKLINE 

PLC 

Corporate responsibility 

committee 

The Committee has a rolling agenda and receives reports from members of the CET and senior 

managers to ensure that progress in meeting our Responsible Business Commitments within four areas 

of focus is reviewed on an annual basis as follows:  Our behaviour, Health for all, Our people and our 

planet. https://www.gsk.com/media/5349/annual-report-2018.pdf  
UNILEVER PLC Corporate Responsibility and 

Reputation Committee 

The Corporate Responsibility and Reputation Committee has responsibility for the oversight of 

Unilever’s conduct concerning its corporate and societal obligations and its reputation as a responsible 

corporate citizen. https://www.unilever.com/Images/unilever-annual-report-and-accounts-2018_tcm244-

534881_en.pdf  
RELX PLC Corporate Governance 

Committee 

Responsible for reviewing ongoing developments and best practice in corporate governance, assessing 

the 

Performance of the Directors, and monitoring the structure, operation and membership of the Board 

Committees. The Committee comprises only Non-Executive Directors. 

https://www.relx.com/~/media/Files/R/RELX-Group/documents/reports/annual-reports/2018-annual-

report.pdf  
CRODA 

INTERNATIONAL PLC 

Group SHEQ Steering 

Committee 

The Committee meets quarterly to monitor progress against the Group safety, health, environment and 

quality objectives and targets, review safety performance and audits, and determine the requirement for 

new or revised SHEQ policies, procedures and objectives. https://www.croda.com/en-

gb/investors/annual-report#  
SPIRAX-SARCO 

ENGINEERING PLC 

Risk Management 

Committee 

The Committee ensures that the Group has risk management policies and procedures covering project 

governance, sanctions and embargoes, human rights, business continuity and business management. 

The Committee is responsible for the management and control of significant risks affecting the Group. 

http://www.annualreports.com/HostedData/AnnualReports/PDF/LSE_SPX_2018.pdf  
HIKMA 

PHARMACEUTICALS 

PLC 

Compliance, Responsibility 

and Ethics Committee 

The efforts to strengthen anti-bribery and corruption (ABC) policies and manage associated risks. — As 

a publicly-listed company on the London Stock Exchange (LSE), we abide by the regulations of the UK 

Listing Authority. We operate in compliance with the UK Bribery Act 2010, the Foreign Corrupt Practices 

Act (FCPA) and the Physician Payments Sunshine Act, as well as local laws and regulations. — Code 

of Conduct. https://www.hikma.com/investors/2018-annual-report/  

https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/investors/bp-annual-report-and-form-20f-2018.pdf
https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/investors/bp-annual-report-and-form-20f-2018.pdf
https://www.gsk.com/media/5349/annual-report-2018.pdf
https://www.unilever.com/Images/unilever-annual-report-and-accounts-2018_tcm244-534881_en.pdf
https://www.unilever.com/Images/unilever-annual-report-and-accounts-2018_tcm244-534881_en.pdf
https://www.relx.com/~/media/Files/R/RELX-Group/documents/reports/annual-reports/2018-annual-report.pdf
https://www.relx.com/~/media/Files/R/RELX-Group/documents/reports/annual-reports/2018-annual-report.pdf
https://www.croda.com/en-gb/investors/annual-report
https://www.croda.com/en-gb/investors/annual-report
http://www.annualreports.com/HostedData/AnnualReports/PDF/LSE_SPX_2018.pdf
https://www.hikma.com/investors/2018-annual-report/
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EASYJET PLC Safety committee The Safety Committee, comprising independent Non-Executive Directors, reviews the effectiveness of 

easyJet’s safety management processes on behalf of the plc Board (‘the Board’). This includes 

reviewing the development progress of the safety plan, which describes easyJet’s actions to enhance 

the safety management system. http://corporate.easyjet.com/investors/reports-and-presentations/2018  
PEARSON PLC Reputation & Responsibility 

Committee 

The Reputation & Responsibility Committee, a formal committee of the Board, provides ongoing 

oversight, scrutiny and challenge on matters relating to our sustainability strategy and our corporate 

reputation. https://www.pearson.com/content/dam/one-dot-com/one-dot-

com/global/standalone/ar2018/PearsonAR18.pdf  
NATIONAL EXPRESS 

GROUP PLC 

Safety & Environment 

Committee 

Reviews and monitors the strategies, policies and standards, initiatives, risk exposures, targets and 

performance of the Group about safety and environment matters. 

https://www.nationalexpressgroup.com/investors/reports/  
Source: Own study 

http://corporate.easyjet.com/investors/reports-and-presentations/2018
https://www.pearson.com/content/dam/one-dot-com/one-dot-com/global/standalone/ar2018/PearsonAR18.pdf
https://www.pearson.com/content/dam/one-dot-com/one-dot-com/global/standalone/ar2018/PearsonAR18.pdf
https://www.nationalexpressgroup.com/investors/reports/
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Appendix 2: Data considered when rating companies in this study using the Refinitiv ESG database. 

 

 Environmental Social Governance 

Industry Group Emissio
n 

Innovatio
n 

Resourc
e use 

Huma
n 

rights 

Product 
responsibilit

y 

Workforc
e 

Communit
y 

Managemen
t 

Shareholder
s 

CSR 
strateg

y 

Aerospace and 
defence 

0.36 0.36 0.27 0.34 0.16 0.25 0.25 0.67 0.20 0.13 

Automobiles and 
auto parts 

0.29 0.48 0.24 0.35 0.21 0.24 0.20 0.67 0.20 0.13 

Banking services 0.17 0.67 0.17 0.19 0.18 0.39 0.24 0.67 0.20 0.13 

Beverages 0.42 0.14 0.44 0.33 0.27 0.23 0.18 0.67 0.20 0.13 

Biotechnology and 
medical research 

0.35 0.10 0.55 0.07 0.34 0.22 0.37 0.67 0.20 0.13 

Chemicals 0.32 0.34 0.34 0.39 0.18 0.23 0.20 0.67 0.20 0.13 

Coal 0.49 0.05 0.46 0.22 0.07 0.35 0.36 0.67 0.20 0.13 

Collective 
investments 

0.33 0.33 0.33 0.09 0.21 0.25 0.45 0.67 0.20 0.13 

Communications 
and networking 

0.24 0.47 0.29 0.13 0.36 0.17 0.34 0.67 0.20 0.13 

Computers, phones 
and household 
electronics 

0.24 0.60 0.16 0.37 0.22 0.21 0.19 0.67 0.20 0.13 

Construction and 
engineering 

0.38 0.38 0.24 0.34 0.13 0.29 0.24 0.67 0.20 0.13 



409 
 

Construction 
materials 

0.36 0.28 0.36 0.33 0.12 0.32 0.23 0.67 0.20 0.13 

Containers and 
packaging 

0.37 0.24 0.39 0.39 0.18 0.23 0.20 0.67 0.20 0.13 

Diversified 
industrial goods 
wholesalers 

0.21 0.50 0.29 0.43 0.05 0.29 0.24 0.67 0.20 0.13 

Diversified retail 0.42 0.12 0.46 0.13 0.28 0.26 0.33 0.67 0.20 0.13 

Electric utilities & 
ipps 

0.37 0.29 0.33 0.21 0.15 0.38 0.26 0.67 0.20 0.13 

Electronic 
equipment and 
parts 

0.33 0.28 0.38 0.31 0.12 0.26 0.31 0.67 0.20 0.13 

Food and drug 
retailing 

0.46 0.21 0.33 0.21 0.32 0.26 0.21 0.67 0.20 0.13 

Food and tobacco 0.45 0.09 0.45 0.27 0.30 0.24 0.19 0.67 0.20 0.13 

Freight and 
logistics services 

0.36 0.33 0.31 0.21 0.21 0.33 0.26 0.67 0.20 0.13 

Healthcare 
equipment and 
supplies 

0.36 0.36 0.29 0.25 0.30 0.19 0.25 0.67 0.20 0.13 

Healthcare 
providers and 
services 

0.40 0.13 0.47 0.17 0.33 0.22 0.28 0.67 0.20 0.13 

Homebuilding and 
construction 
supplies 

0.28 0.44 0.28 0.34 0.21 0.23 0.21 0.67 0.20 0.13 

Hotels and 
entertainment 
services 

0.44 0.07 0.48 0.18 0.40 0.20 0.22 0.67 0.20 0.13 

Household goods 0.30 0.48 0.23 0.31 0.24 0.23 0.22 0.67 0.20 0.13 
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Industrial 
conglomerates 

0.30 0.41 0.30 0.37 0.19 0.24 0.20 0.67 0.20 0.13 

Insurance 0.20 0.60 0.20 0.17 0.23 0.31 0.29 0.67 0.20 0.13 

Investment banking 
and investment 
services 

0.22 0.56 0.22 0.08 0.21 0.32 0.39 0.67 0.20 0.13 

Investment holding 
companies 

0.41 0.09 0.50 0.20 0.10 0.22 0.49 0.67 0.20 0.13 

Leisure products 0.27 0.45 0.27 0.19 0.43 0.13 0.24 0.67 0.20 0.13 

Machinery, tools, 
heavy vehicles, 
trains and ships 

0.25 0.53 0.22 0.31 0.24 0.20 0.25 0.67 0.20 0.13 

Media and 
publishing 

0.40 0.30 0.30 0.20 0.30 0.24 0.25 0.67 0.20 0.13 

Metals and mining 0.44 0.09 0.47 0.41 0.09 0.29 0.20 0.67 0.20 0.13 

Multiline utilities 0.35 0.31 0.33 0.28 0.19 0.30 0.23 0.67 0.20 0.13 

Natural gas utilities 0.33 0.33 0.35 0.22 0.22 0.35 0.22 0.67 0.20 0.13 

Office equipment 0.22 0.59 0.19 0.37 0.26 0.19 0.18 0.67 0.20 0.13 

Oil and gas 0.32 0.30 0.39 0.37 0.15 0.29 0.19 0.67 0.20 0.13 

Oil and gas related 
equipment and 
services 

0.46 0.14 0.40 0.38 0.11 0.28 0.23 0.67 0.20 0.13 

Paper and forest 
products 

0.33 0.32 0.35 0.32 0.05 0.37 0.26 0.67 0.20 0.13 

Passenger 
transportation 
services 

0.39 0.18 0.42 0.23 0.20 0.35 0.23 0.67 0.20 0.13 

Personal and 
household products 
and services 

0.37 0.27 0.37 0.27 0.33 0.22 0.17 0.67 0.20 0.13 

Pharmaceuticals 0.41 0.14 0.45 0.31 0.21 0.26 0.22 0.67 0.20 0.13 



411 
 

Professional and 
commercial 
services 

0.33 0.29 0.38 0.31 0.19 0.23 0.26 0.67 0.20 0.13 

Real estate 
operations 

0.38 0.24 0.38 0.12 0.12 0.45 0.30 0.67 0.20 0.13 

Renewable energy 0.35 0.32 0.32 0.08 0.25 0.25 0.42 0.67 0.20 0.13 

Residential and 
commercial REITs 

0.43 0.11 0.46 0.07 0.24 0.34 0.36 0.67 0.20 0.13 

Semiconductors 
and semiconductor 
equipment 

0.31 0.39 0.31 0.36 0.20 0.23 0.20 0.67 0.20 0.13 

Software and IT 
services 

0.22 0.44 0.33 0.15 0.28 0.17 0.39 0.67 0.20 0.13 

Specialty Retailers 0.40 0.27 0.33 0.18 0.28 0.24 0.30 0.67 0.20 0.13 

Telecommunication
s Services 

0.35 0.30 0.35 0.27 0.31 0.26 0.17 0.67 0.20 0.13 

Textiles and 
Apparel 

0.26 0.37 0.37 0.29 0.25 0.28 0.18 0.67 0.20 0.13 

Transport 
Infrastructure 

0.42 0.13 0.45 0.26 0.13 0.38 0.22 0.67 0.20 0.13 

Uranium 0.48 0.05 0.48 0.08 0.26 0.26 0.40 0.67 0.20 0.13 

Water and related 
utilities 

0.35 0.29 0.35 0.17 0.13 0.43 0.28 0.67 0.20 0.13 
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Appendix 3: Winsorised 

 

Return on Assets (ROA) display considerable dispersion and skewness with 

the influence of some extreme values above +/-1 and they are unlikely to 

conform to the distributional assumptions of parametric tests. The skewness 

and kurtosis coefficients for a normal distribution are zero and three, 

respectively (Gujarati, 2009. This is not possible in the real world; where 

skewness values are between -1 and 1, the data is normally distributed 

(Brown, 2011). As it is difficult for any study to show perfectly normal 

distribution, particularly with large panel data, a level of non-normality is 

expected (Albassam, 2014). 

In terms of ROA and FCF, outliers of abnormal distance from other values 

collected from various companies are different in terms of market value and 

financial performance. Such extreme values or outliers may lead to bias in the 

results, potentially violating the specifications’ assumptions. To minimise the 

impact of the outliers, and in line with the literature on corporate sustainability 

(e.g., Biswas, Mansi and Pandey, 2018; Katmon et al., 2019; Upadhyay and 
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Zeng, 2014; Artiach et al., 2010), the financial proxies and control variables 

including ROA and FCF are winsorised at 1% and 99% levels to reduce the 

outlier problem as shown in Table 5.4. 

After taking the winsorised (ROA_w, FCF_w), each variable in this tabstat is 

normally distributed (skewness between 1 and -1). 

The subscript ‘w’ denotes that the variable has been winsorised 

As winsorised regressors are generally more robust to outliers, each of the 

independent and control variables is winsorised within three standard 

deviations from the mean to approximate a normal distribution (Dixon, 1960). 

The variables are winsorised based on the mean and standard deviation of the 

pooled sample of 926 firm-year observations. The winsorised variables 

improve the distributional properties of conventional firms. Winsorising is the 

process of transforming or replacing extreme values in the data to reduce the 

impact of outliers. 

Given that the skewness and kurtosis coefficients for a normal distribution are 

zero and three, respectively, the variables shown in Table 5.4. 
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Appendix 4: Pooled OLS and Random-effects regression 
model  

Pooled OLS regression model  

Variables ESG. Score. ENV. Score SOC. Score GOV. Score 

SUSCOM  2.573*  
(.066) 

2.548 
(.156) 

.155   
(.933) 

5.015**  
(.031) 

COMSIZE
  

.262  
(.445) 

1.008** 
(.022) 

-.02  
(.965) 

-.204  
(.72) 

IND<50% -5.75***  
(.006) 

-8.718*** 
(.001) 

-3.472  
(.212) 

-5.061  
(.148) 

CMTNG  -.163  
(.667) 

-.739 
(.13) 

-1.118**  
(.026) 

1.367**  
(.031) 

GENDER  9.7***  
(.004) 

6.107 
(.159) 

13.407*** 
(.003) 

9.591*  
(.088) 

AGE -.148  
(.213) 

-.307** 
(.044) 

.044  
(.779) 

-.181  
(.36) 

EDULVEL
  

3.19  
(.446) 

4.703 
(.382) 

10.232*  
(.065) 

-5.362  
(.441) 

CHAGEN  .918  
(.455) 

2.876* 
(.068) 

2.689*  
(.098) 

-2.812  
(.169) 

CHAPOS .757  
(.687) 

1.576  
(.514) 

-4.975**  
(.046)  

5.669*  
(.07) 

FSIZE 
  

5.558*** 
(0.000) 

4.663*** 
(0.000) 

6.09***  
(0.000) 

5.919***  
(0.000) 

ROA 
  

.095***  
(0.000) 

.067*** 
(.002) 

.077***  
(0.000) 

.141***  
(0.000) 

LEV 
  

.086***  
(0.000) 

.07*** 
(.009) 

.12***  
(0.000) 

.066*  
(.057) 

FCF 
  

.04***  
(0.000) 

.047*** 
(0.000) 

.046***  
(0.000) 

.027**   
(.045) 

FAGE  1.779***  
(0.000) 

1.474** 
(.01) 

1.853***  
(.002) 

2.012***  
(.007) 

2011 1.456 
(.334) 

.482 
(.803) 

2.636  
(.185) 

1.248  
(.618) 

2012 1.807  
(.229) 

1.089 
(.572) 

2.257  
(.256) 

2.072  
(.407) 

2013 1.16  
(.439) 

.411 
(.831) 

1.171  
(.555) 

1.897  
(.447) 

2014 1.633  
(.276) 

1.208 
(.53) 

2.816  
(.155) 

.874  
(.726) 

2015 2.141  
(.156) 

1.735 
(.37) 

3.18  
(.111) 

1.507  
(.548) 

2016 2.865*  
(.053) 

2.411 
(.205) 

1.987  
(.31) 

4.196*  
(.088) 

2017 2.208  
(.139) 

1.509 
(.431) 

2.368  
(.23) 

2.745  
(.269) 

2018 2.438  
(.106) 

1.688 
(.383) 

1.979  
(.321) 

3.646  
(.146) 

Basic Materials -.016  
(.993) 

-4.882** 
(.024) 

7.86***  
(0.000) 

-3.026  
(.28) 

Consumer 
Discretionary 

4.954***  
(0.000) 

2.38 
(.161) 

8.702***  
(0.000) 

3.778*  
(.086) 

Consumer 
Staples  

3.51**  
(.022) 

1.13 
(.564) 

7.325***  
(0.000) 

2.074   
(.413) 

Energy  3.039  
(.224) 

1.727 
(.59) 

8.821*** 
(.008) 

-1.428  
(.731) 

Healthcare
  

6.545***  
(0.000) 

-1.982 
(.399) 

5.659**  
(.02) 

15.957***  
(0.000) 

Industrials
  

-.847  
(.533) 

-8.529*** 
(0.000) 

.23  
(.898) 

5.7578**  
(.011) 

Real Estate
  

5.898***  
(.001) 

12.953*** 
(0.000) 

5.527**  
(.024) 

-.78  
(.798) 

Constant 
 

-.182   
(.959) 

17.713**** 
(0.000) 

-8.308*  
(.073) 

-9.951*  
(.088) 

R-squared  0.467 0.363 0.397 0.275 

F-test   26.987 17.534 20.332 11.683 

Prob < F  0.000 0.000 0.000 0.000 

*** p<.01, ** p<.05, * p<.1 
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Random-effects regression model  

Variables ESG. Score. ENV. Score SOC. Score GOV. Score 

SUSCOM  1.527 
(.259) 

1.314  
(.438) 

-1.791  
(.318) 

4.986*  
(.06) 

COMSIZE  .308  
(.267) 

.492  
(.156) 

.127  
(.729) 

.272  
(.623) 

IND<50% -2.246 
(.124) 

.552 
(.763) 

.066  
(.973) 

-7.03**  
(.018) 

CMTNG  -.243 
(.388) 

-1.117***  
(.002) 

-.623*  
(.095) 

1.068*  
(.06) 

GENDER  .523 
(.837) 

.31  
(.922) 

-2.088  
(.536) 

4.139  
(.42) 

AGE .003 
(.972) 

-.091  
(.419) 

-.058  
(.624) 

.115  
(.525) 

EDULVEL  1.763 
(.55) 

-1.761  
(.633)  

4.899  
(.21) 

1.365  
(.819) 

CHAGEN  .084 
(.931) 

.406 
(.737) 

1.594  
(.213) 

-1.934  
(.319) 

CHAPOS 2.081 
(.133) 

3.273*  
(.059) 

2.771  
(.131) 

921  
(.741) 

FSIZE   4.709***  
(0.000) 

5.48***  
(0.000) 

4.578***  
(0.000) 

. 4.937***  
(0.000) 

ROA   .103***   
(0.000) 

.114***  
(0.000) 

.068**  
(.014) 

.131***  
(.001) 

LEV   .033  
(.126) 

-.002  
(.948) 

.009  
(.766) 

.091**   
(.03) 

FCF   .012**  
(.04) 

.01  
(.144) 

.007  
(.33) 

.019*  
(.093) 

FAGE  3.461***  
(0.000) 

3.231***  
(.01) 

3.731***  
(.004) 

3.219**  
(.031) 

2011 1.245  
(.15) 

.065  
(.952) 

2.375**  
(.038) 

1.252  
(.482) 

2012 1.948**  
(.025) 

.848  
(.434) 

2.799**  
(.015) 

2.104  
(.238) 

2013 1.366  
(.117) 

.494  
(.65) 

1.42  
(.219) 

2.04  
(.253) 

2014 1.55* 
(.076) 

.968  
(.376) 

2.708**  
(.02) 

.83  
(.643) 

2015 2.575***  
(.004) 

1.643  
(.142) 

3.512***  
(.003) 

2.263  
(.214) 

2016 4.361***  
(0.000) 

3.06***  
(.006) 

3.677***  
(.002) 

5.816***  
(.001) 

2017 3.909***  
(0.000) 

2.167*  
(.061)  

3.909***  
(.001) 

4.972***  
(.007) 

2018 4.381***  
(0.000) 

2.392**  
(.047) 

3.822***  
(.003) 

6.11***   
(.001) 

Basic Materials 
   

-1.908  
(.638) 

-7.829  
(.133) 

2.794  
(.605) 

-1.462   
(.81) 

Consumer 
Discretionary 

1.978  
(.532) 

-.295  
(.942) 

3.011  
(.475) 

3.713  
(.433) 

Consumer Staples  1.539  
(.675) 

-2.009  
(.67) 

4.094  
(.403) 

2.228   
(.685) 

Energy  2.186  
(.724) 

-3.173  
(.69) 

4.604  
(.576) 

2.678  
(.772) 

Healthcare  2.929  
(.49) 

-4.637  
(.395) 

1.817  
(.748) 

12.17*  
(.056) 

Industrials  -2.884  
(.384) 

-9.511***  
(.025)  

-4.063  
(.357) 

5.556  
(.262) 

Real Estate  .803  
(.853) 

6.456  
(.245) 

-2.781  
(.629) 

-.998  
(.878) 

Constant 
 

3.743  
(.534) 

8.835  
(.249) 

5.469  
(.495) 

-9.373  
(.343) 

R-squared  0.428 0.320 0.334 0.250 

F-test   316.812 205.438 156.505 155.369 

Prob < F  0.000 0.000 0.000 0.000 

*** p<.01, ** p<.05, * p<.1 

 


