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study uses Regression Robustness Test in data analysis on 79 companies listed on
the IDX in 2023 and have ESG Risk Rating. In this study, it was found that the
Green Board Committee does not have a significant influence on ESG Risk Rating
but must have other variables that can mediate ESG Risk Rating such as ESG acti-
vities. then Board Diversity has a significant influence on ESG Risk Rating which
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perspectives on women who are more sensitive to environmental issues so that they
can manage ESG risks well, and Firm Size has a significant influence on ESG Risk
Rating which proves that the bigger the company, the more it can manage ESG
risks. There are still few studies related to ESG Risk Rating in Indonesia, so it is
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1. Introduction

In recent years, the concept of Corporate
Sustainability has received increasing attention
and become a core for policy makers, corpora-
tions, communities and scholars (Bani-Khalid,
2019; Sabirali & Mahalakshmi, 2023; and In et al.,
2024). The concept of Environmental, Social, and
Governance (ESG) is now increasingly gaining at-
tention in various parts of the world. ESG refers
to three main pillars used to assess the sustaina-
bility and ethical responsibility of a company in
terms of environment, society, and governance
(Gunawan et al., 2023; Li, 2024; Babu et al., 2024).
Through the application of ESG principles, com-
panies are expected to be able to run their busi-
nesses more responsibly, not only towards the en-
vironment but also towards society and aspects of
corporate governance. The main goal of imple-
menting ESG is to create a more sustainable and
ethical company, which can ultimately improve
longterm performance and attract more investors.
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The progress of international companies
that have successfully gone public in the world
capital market has motivated many companies in
Indonesia to take proactive steps to increase their
commitme ESG (Aresteria et al., 2024; Rahmaniati
& Ekawati, 2024; and Muthiah & Anggoro, 2024).
Companies realize that global investors are incre--
asingly considering ESG factors in assessing po-
tential investments. Currently, companies in the
international capital market are subject to strict
legal and regulatory requirements regarding ESG
reporting. This encourages companies to improve
governance, reduce environmental impacts, and
improve worker welfare.

Studies have shown that ESG performance
has a positive and significant impact on corporate
dividend policies in Indonesia. This means that
companies that are more responsible in terms of
environmental, social, and governance tend to
have better dividend policies, which in turn can
attract more investors (Saldi et al., 2023; Salvi et
al., 2024; Sebastianelli et al., 2024). ESG has a po-
sitive impact on company performance, for exam-
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ple, increasing the company's ROA (return of
assets) due to good ESG performance (Chen, 2024;
Pramisti & Istiqgomah, 2024; Shang, 2024), al-
though it does not always affect the company's
market value as measured using Tobin's Q (Ihsani
et al., 2023). But investors in Indonesia already
have a good understanding of ESG and show
high interest in investing in stocks that implement
ESG principles (Sugiarto et al., 2023) However, on
the other hand, high ESG risk indicates higher
vulnerability in the future and a weak manage-
ment culture (Cheng & Micale, 2022; Chmielew-
ska & Kluza, 2024; Silva & Romaro, 2024) so
investors will definitely will think about investing
in the company.

On the other hand, developing countries
like Indonesia face different challenges in adop-
ting ESG. Although awareness of the importance
of ESG is increasing, obstacles such as limited
resources, uneven regulation, and pressure to re-
main competitive in the global market are obs-
tacles that must be overcome. In Indonesia, the
Financial Services Authority (OJK) has launched a
sustainable finance roadmap as an effort to enco-
urage the integration of ESG aspects into the fi-
nancial and business sectors. This initiative is de-
signed to enhance the role of the financial indus-
try in driving sustainable development and redu-
cing negative environmental impacts (Yuspin et
al., 2024). The Indonesian government has issued
a number of regulations to encourage the imple-
mentation of ESG in the financial and corporate
sectors. One important regulation is POJK No.
51/POJK.03/2017 concerning the Implementation
of Sustainable Finance for Financial Services Ins-
titutions, Issuers, and Public Companies. This re-
gulation requires companies to prepare sustaina-
bility reports that cover environmental, social and
governance (Camilleri, 2015; Lehner & Harrer,
2019; Bosi et al., 2022; Putri & Ros Bangun, 2023).
In addition, the Financial Services Authority
(OJK) has introduced the Sustainable Finance Ro-
admap Phase II (2021-2025) which emphasizes the
development of ESG-based businesses. This road-
map aims to improve the understanding and ca-
pacity of business actors in implementing sustai-
nability practices, as well as attract more investors
who care about ESG aspects and this is critical to
growing a stable and inclusive national economy
(Chandra et al., 2022; Pranesti et al., 2022; Prihan-
dono & Yuniarti, 2023).

This study uses agency theory to explain
the relationship between ESG performance and
board composition, which includes the characte-
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ristics of the ESG committee and board diversity,
and firm size which are considered important to
improve the company's financial and non-finan-
cial reporting mechanisms (Birindelli et al., 2018;
Popov & Makeeva, 2022; Chebbi & Ammer, 2022;
Tan & Taufiik, 2022; Bigelli et al., 2023; Shah et al.,
2024). As well as important in reducing informa-
tion asymmetry between shareholders and top
management Mangena & Pike, 2005; Manita et al.,
2018; Arayssi et al., 2020; and Wang, 2024). Board
size affects the dynamics and efficiency in carry-
ing out its functions. Board diversity and firm si-
ze, together with the role of the green board co-
mmittee, ensure that management acts in accor-
dance with shareholder expectations regarding
social responsibility and sustainability. This com-
mittee evaluates risk management and sustaina-
bility policies within the company. As a result,
board diversity and the green committee serve as
a monitoring mechanism, reducing the risk of ma-
nagement prioritizing short-term profits over
long-term sustainability.

The Environmental, Social, and Governan-
ce (ESG) performance of a company is greatly in-
fluenced by its internal governance (Pramisti &
Istigomah, 2024). Good corporate governance not
only creates transparency and accountability, but
also supports essential sustainability practices in
ESG. The purpose and contribution of this rese-
arch is expected to be able to explore in depth
whether the existence of a green board committee,
the number of female and male directors in the
company or Board Diversity in the corporate go-
vernance structure and company size has a signi-
ficant contribution to the ESG Risk Rating of com-
panies in Indonesia this supports the idea that ad-
herence to sustainability principles positively af-
fects long-term corporate reputation and value,
thereby reducing ESG risks. The implications of
this research in the field of accounting science
have several significant dimensions. This research
contributes to the development of sustainability
accounting, especially in the context of ESG (En-
vironmental, Social, and Governance) measu-
rement and reporting (Pasha et al., 2024). The fin-
dings showing the relationship between the exis-
tence of Green Board Committee, Board Di-ver-
sity, and Firm Size and ESG Risk Rating can en-
courage the adoption of more comprehensive and
transparent reporting standards, which are ex-
pected to increase the credibility of financial and
nonfinancial information reported to stake-hol-
ders. This study also enriches the literature on
corporate governance. These implications are ve-
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ry relevant for auditors and management ac-co-
untants who have the responsibility to assess ESG
risks and impacts on the company's financial sta-
tements.

Previous research found that the relation-
ship between company size and ESG risk in the
banking industry is non-linear (Bolibok, 2024),
2024) this study focuses on several sectors in In-
donesia. Research by Romano shows positive re-
sults between the number of women on the Board
of Directors and ESG Score (Romano et al., 2020).
Research by Muhammad Ali also shows that Gen-
der Diversity has a positive effect on ESG Disclo-
sure (Ali & Firmansyah, 2023), and in previous
studies there are results that gender diversity in
the board of directors can weaken the esg risk ra-
ting (Wisanggeni & Rahmawati, 2024). Research
by Narullia shows positive results between the
CSR Committee or Green Board Committee on
ESG Performance (Narullia, 2022). The findings of
research by Istikomah et al., (2023) show that ESG
has a negative effect on company value. Previous
research reveals no relationship between sustaina-
bility related committees or csr committees and
corporate ESG risk reputation (Zhang & Wong,
2022). Some Previous research studies focused on
esg scores but did not look at how esg risks, as
well as only looking at the effect on one particular
variable so this research fills the void by looking
at the company's internal factors and company si-
ze as variables. This study has a novelty that fo-
cuses on the Green Board Committee, Board Di-
versity, Firm Size on ESG Risk Rating. In additi-
on, this study focuses on 2023 as the year of ana-
lysis, the measurement of the Green Board Co-
mmittee uses GBCL

Thus, this study is expected to fill the gap
in previous research by providing more com-
prehensive insights into how internal factors of a
company, Board Attributes, can influence the ESG
performance of companies in Indonesia (Birindelli
et al., 2018; Romano et al., 2020; and Menicucci &
Paolucci, 2022). This research aims to see the in-
fluence of determinant factors, namely Green Bo-
ard Committee, Board Diversity and Firm Size in
mitigating ESG Risk Rating.

2. Hyphotesis Development

The Green Board Committee (GBC) is cer-
tainly responsible for developing and overseeing
the company's environmental strategy, ensuring
that the company not only complies with regula-
tions but also implements best practices in sustai-
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nability for the benefit of the company so that in

this case the implementation of the green board

committee can have a significant impact on the

ESG Risk Rating which has an impact on the com-

pany's sustainability so that the fulfillment of sta-

keholder expectations can improve the company's
performance.

In agency theory, sustainability committees
can serve as an internal oversight mechanism that
helps reduce conflicts of interest between mana-
gement and owners. With the Green Board Com-
mittee, companies can ensure that sustainability
policies and practices implemented by manage-
ment are aligned with the interests of long-term
ownership and other interests (Jarboui et al., 2023)

Research shows that the existence and ef-
fectiveness of a Sustainability Committee, inclu-
ding the size and expertise of its members, has a
positive impact on ESG Scores and the level of di-
sclosure in sustainability reports (Jasman et al.,
2023). With this committee, the company can be
more effective in implementing a comprehensive
sustainability strategy, which not only has an im-
pact on improving financial performance but also
provides a positive contribution to the environ-
ment and surrounding communities (Sekarlangit
& Wardhani, 2021). Good ESG disclosure can im-
prove a company's sustainability performance,
with environmental and social performance being
significantly positively related to a company's e-
conomic performance (Xie et al., 2019; Alsayegh et
al., 2020). Companies with CSR committees tend
to have lower ESG risks than companies without
them. CSR/ sustainability committee positively in-
fluence ESG performance in Italian banks (Shakil
et al., 2020; and Menicucci & Paolucci, 2022). The
existence of a green board committee in the com-
pany has an influence on risk mitigation on the
environment (Driss et al., 2024) .

Hi: There is a significant influence of the Green
Board Committee (GBC) on the Environ-
mental, Social, and Governance (ESG) Risk
Rating.

In Agency teory board diversification can
significantly contribute to reducing agency costs
by increasing the board's capacity to supervise
management with greater efficacy (E-Vahdati et
al., 2018); Ismail & Latiff, 2019; Chebbi & Ammer,
2022; and Fayyaz et al., 2023). A board characteri-
zed by diversity introduces a variety of perspec-
tives and competencies, which can facilitate im-
proved oversight and a more comprehensive de-
cision-making process. Such diversity can help in
reconciling the interests of managers and sha-
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reholders (Rooly, 2021) so that sustainability su-
pervision can be carried out with various pers-
pectives including supervision of ESG Risk Rating
Board diversity, including gender, ethnici-
ty, and expertise, plays a crucial role in improving
a company's ESG performance. Diversity among
board members impacts esg disclosure and en-
riches discussions and increases sensitivity to esg
issues (Bukarim & Widarjo, 2024). In emerging
markets such as Indonesia, where a higher pro-
portion of women on boards is correlated with lo-
wer levels of ESG risk (Kristianti, 2023). Gender
diversity on corporate boards, in particular ha-
ving a critical mass of female directors, correlates
with a reduction in ESG controversies which may
also reduce risks to esg (Issa & Hanaysha, 2023).
Ho: There is a significant influence of Board Diver-
sity (BD) on Environmental, Social, and Go-
vernance (ESG) Risk Rating

Larger companies typically have greater re-
source allocations for advancing Environmental,
Social, and Governance (ESG) initiatives. Compa-
nies often demonstrate superior capacity to imple-
ment sustainability programs, comply with envi-
ronmental regulations, and adopt socially respon-
sible business practices, all of which can have an
impact on ESG Risk Ratings.

Agency Theory shows that very small and
very large companies can manage agency costs
more effectively than medium-sized companies,
perhaps due to the scale of resources available for
governance in larger companies and the simpli-
city of operations in smaller companies (Canarella
& Miller, 2022). So a large company is certainly
more aware of its ESG Risk Rating in order to me-
et stakeholder expectations that emphasize sustai-
nability.

In the ESG Risk Rating on average, large
company size is negative with ESG risk in the in-
ternational banking industry cross-section which
shows that large companies are able to overcome
their ESG risks (Bolibok, 2024). By considering
company size in ESG risk analysis, investors can
better understand and manage the impact of size
on overall risk levels such as ESG Risk Rating
(Karoui et al., 2023)

Hzs: There is a significant influence of Firm Size
(FS) on Environmental, Social, and Governan-
ce (ESG) Risk Rating

Data and Methods

This study uses a quantitative design with
a linear regression approach to analyze the effect

of Green Board Committee (GBC), Board Diver-
sity, Firm Size on Environmental, Social, and Go-
vernance (ESG) Risk Rating in companies. This
study is explanatory in nature which aims to ex-
plain the causal relationship between the inde-
pendent variables and the dependent variables.
The population in this study are companies listed
on the Indonesia Stock Exchange (IDX) that have
ESG Risk Ratings listed and available for analysis.
Samples were taken using the purposive sam-
pling method, namely selecting companies that
meet certain criteria. The number of samples used
in this study was 79 companies taken from trus-
ted websites and have been published by reputa-
ble institutions, namely on idx.co.id (https://
www.idx.co.id/id /usaha-terrecorded /besar-esg)

Table 1. Sampling Results

No Criteria Total

1 Companies listed on ESG Risk Rating on 79
IDX in 2023

2 Companies without ESG Risk Rating 0
2023

3 Companies that do not have an annual 0
report and sustainability report in 2023
Total Sample 79
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This data includes information about the e-
xistence of GBC, Board Diversity, Firm Size and
ESG Risk Rating of the company. In addition, the
measured indices such as the number of directors,
and the percentage of women on the board of di-
rectors will be collected through the company's
official website. There are 2 variables in this stu-
dy, namely dependent and independent. ESG
Risk Rating is the dependent variable in this stu-
dy, Green board committee, Board Diversity and
Firm Size are selected as independent variables.

The ESG Risk Rating variable in this study
was taken from the validated official website, na-
mely idx and sustainalytics, with a score range,
the smaller the rating, the smaller the risk related
to ESG, conversely, the higher it is, the greater the
risk faced.

Table 2. ESG Risk Rating

Negligent Low Medium High  Severe
0-10 10-20  20-30 3040 >40
Source : Idx

Independent variable GBC is measured ba-
sed on the existence of a special committee in the
board of directors responsible for the company's
environmental policies and initiatives. This varia-
ble is measured using the Green Board Commit-
tee Index (GBCI) which consists of four main di-
mensions (Shah et al., 2021) (Table 3).
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Table 3. Green Board Committee Index

Variables Dimensions Elements
Information on green
board committees'
engagement in
strategy and policy
making of the firm
Information on the
green board Risk
management Green
board committee
index committees'
engagement in
monitoring and
control of the firm
Information on green
board committees'
engagement in the
sustainability
reporting of the firm
Information on the
green board
committees'
engagement in the
risk management of
the firm

Strategy and
policy

Risk
Management

Green
Board
Committee

index Monitoring

and
controlling

Sustainability
reporting

The analysis was conducted using the co-
ding method (dummy). Where when the compa-
ny has all the GBCI dimensions in the annual re-
port or sustainability report, it is given a score of
2, when the company only has at least one of the
dimensions, it is given a score of 1, but if it does
not have any dimensions in the GBC], it is given a
score of 0.

The independent variable Board Diversity
uses the percentage of female directors on the
company's board of directors (BOD). The propor-
tion of women on the board serves as a significant
indicator of gender diversity. It facilitates direct
comparison and benchmarking across companies
and sectors. This approach is integrated into a
comprehensive framework that encompasses mu-

ltiple constructs, including structural, demogra-
phic, and cognitive diversity (Behlau et al., 2024).

Firm Size variable is measured using total
assets in the company. Total assets serve as a me-
tric for company size based on its correlation with
operational scale and resources (Yulianto, 2022)
Total assets are often used in empirical corporate
finance because of their stability in maintaining
metrics and the statistical relevance of coefficients
across studies. Such consistency is essential to
ensure the reliability and comparability of empi-
rical findings across research settings (Dang et al.,
2018).

Data that has been obtained Regression
analysis conducted using the Regression Robust-
ness Test on the Stata Analysis Tool. The regres-
sion test will see the significant influence between
the independent variables, namely Green Board
Committee, Board Diversity, and Firm Size on the
Dependent variable, namely Esg Risk Rating.

4. Result

Based on table 4 the ESG variable compri-
ses 79 observations, displaying a mean of 29.32 a-
longside a standard deviation of 9.647, indicating
considerable variability in ESG Risk Rating a-
mong the company being researched. The GBC
variable have a mean of 1.531 and a standard de-
viation of 0.527, illustrating the differences in cor-
porate engagement with green committees. The
Board Diversity (BD) variable has an average of
0.167 and a standard deviation of 0.155 which in-
dicates the lack of diversity in the board of direc-
tors of the companies studied. The Firm Size (FS)
variable demonstrates a notable range in firm si-
zes, characterized by an average of 29,029.67 and
a standard deviation of 4,306.451. Collectively,
these statistics elucidate the diversity and scope of
the factors examined.

Table 4. Descriptive Statistics

Variabel Obs Mean Std. Dev. Min Max

ESG 79 29.320 9.647 12.670 53.100
GBC 79 1.532 0.527 0.000 2.000
BD 79 0.168 0.1555 0.000 0.667
FS 79 29029.670 4306.451 19610 35315.000

The results of the linear regression analysis
in table 5 show that this model has an F-statistic
of 9.66 with a probability value (Prob> F) of 0.000,
indicating that this model is statistically sig-
nificant at a 95% confidence level. The R? value of
0.279 indicates that approximately 27.88% of the
variation in the dependent variable ESG can be
explained by the independent varia-bles GBC
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(Green Board Committee), BD (Board Diversi-
ty), and FS (Firm Size). The adjusted R? of 0.250
indicates a more conservative adjustment, indica-
ting that approximately 25.00% of the variation in
ESG is explained by this model after considering
the number of variables.

At the individual level, the GBC coefficient
is -0.059 with a p-value of 0.974, indicating that
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GBC is not statistically significant in influencing
ESG. The BD variable has a coefficient of -26.944
with a p-value of 0.043, indicating that BD is ne-
gatively significant to ESG, meaning that an in-
crease in board diversity tends to lower the ESG
Risk Rating. The FS variable has a coefficient of -
0.0005 with a p-value of 0.023, which is also ne-

Table 5. Regression Analysis

gatively significant, indicating that the larger the
company size, the lower the ESG Risk Rating
tends to be. The model constant (_cons) has a coe-
fficient value of 49.12105 which is statistically
significant, indicating that when all independent
variables are zero, the ESG value is predicted to
be 49.12.

Source SS df MS
Model Residual 2023.776 3 674.592
5235267 75 69.804
Total 7259.043 78 93.065
ESG Coef SE t P>Itl [95% cont. interval
GBC -0.057 1.820 -0.03 0.974 -3.685 3.568
BD -26.944 6.224 -4.33 0.000 -39.344 -14.545
FS -0.001 0.000 -2.32 0.023 -0.001 -0.000
_cons 49121 7.455 6.59 0.000 34.271 63.971
Number of Obs 79
F(3,75) 9,66
Prob >F 0.000
R Squared 0.279
Adj 0,250
Root MSE 8.355
5. Discusssion driven driven by alternative incentives, such as

Green Board Committee and ESG Risk Rating

Based on the result Green Board Commit-
tee does not have a significant influence on the
ESG Risk Rating. Green Board Committee plays
an important role in monitoring management ac-
tivities, the committee does not show substantial
support for ESG in achieving higher market per-
formance. GBC cannot have a direct influence in
mitigating ESG Risk Rating. The Green Board Co-
mmittee also often focuses on operational aspects
such as strategy and risk management, which
may not directly affect the ESG risk rating. Its im-
pact is more evident in areas such as sustainabi-
lity reporting and corporate social responsibili-ty,
rather than changing the perception of ESG risk
(Shah et al., 2021). This could be due to the lack of
capacity, authority, or resources owned by this
committee to make a real impact on the compa-
ny's ESG Risk Rating. In this case, there must be a
variable that logically mediates such as ESG Ac-
tivities, so that GBC is only limited to disclosure,
but there needs to be real action related to ESG in
order to mitigate ESG risk.

Based on Agency Theory, principals antici-
pate that agents will operate in line with their op-
timal interests, which include increasing the value
of the firm and effectively reducing risks, include-
ing those related to environmental, social, and go-
vernance (ESG) factors. However, agents may be
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pursuing immediate financial gain or preserving
their position, often ignoring the long-term viabi-
lity of the firm, especially in relation to ESG risk
management (Saldi et al., 2023). The Green Board
Committee can be considered as an oversight me-
chanism aimed at reducing conflicts of interest
(Suetens, 2024) by forcing management to priori-
tize Environmental, Social, and Governance (ESG)
considerations that may impact the firm’s long-
term sustainability and reputation. However, if
the GBC does not have sufficient authority or re-
sources to effectively implement ESG policies, or
if management does not fully support ESG initia-
tives, then its impact on ESG risk assessment may
be negligible. so this finding corroborates zhang's
findings that there is no significant relationship
between the sustainability committee or green bo-
ard committee and esg risk.

Board Diversity and ESG Risk Rating

There is a significant influence between Bo-
ard Diversity and ESG Risk Rating, this finding
shows that where the lower the diversity in the
board of directors, the higher the company's ESG
Risk Rating which results in the company being
more exposed to esg-related risks. Several studies
have highlighted that gender diversity on the bo-
ard significantly reduces the level of ESG risk. For
example, in Indonesia, a higher proportion of wo-
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men on the board is correlated with lower ESG
risk (Kristianti, 2023).

Women tend to have a higher sensitivity to
social and environmental issues than men (May et
al., 2021; Subiza-Pérez et al.,, 2020; Mandari¢ &
Hunjet, 2024). This can be translated into policies
and decisions that are more in favor of better
environmental, social, and governance (ESG) risk
management. This is in line with seve-ral studies
related to the significant effect of board diversity
on ESG Risk Ratings, especially on the percentage
of women on the board of directors. The percen-
tage of women on a company's board has a signi-
ficant impact on reducing ESG controversies (Issa
& Hanaysha, 2023) and the percenta-ge of women
on the board of directors has a significant impact
on reducing a company's ESG risk rating. The
pre-sence of women on the board helps lower
ESG risk levels, indicating that gender diversity
plays an important role in sustainable financial
repor-ting practices (Kristianti, 2023) This is be-
cause women are often more likely to push for
sustainable and responsible policies.

In line with agency theory, the inclusion of
women on corporate boards can reduce conflicts
of interest between management and sharehol-
ders by improving oversight mechanisms and en-
suring that managerial actions are aligned with
shareholder interests. This includes improving the
governance of Environmental, Social, and Gover-
nance (ESG) risks, potentially leading to a reducti-
on in overall ESG risk assessments (Chang et al.,
2024). This finding strengthens the research of wi-
sangani and rahmawati that gender diversity in a
company will weaken the esg risk rating, which
means that gender diversity has a significant ef-
fect on the esg risk rating.

Firm Size and ESG Risk Rating

There is significant influence between Firm
Size on ESG Risk Rating this study found that the
larger the size of a company will reduce ESG Risk
Rating and conversely with smaller company si-
zes being able to increase ESG Risk Rating. Larger
companies typically have greater resources to in-
vest in ESG (Environmental, Social, and Gover-
nance) practices (Rahmah et al., 2024; Shawat et
al., 2024). They can allocate more funds to sustai-
nability programs, green technologies, and social
responsibility initiatives. This allows them to be
more effective in managing ESG risks, which can
lower their ESG risk rating. Larger companies are
typically better able to comply with increasingly
stringent ESG regulations (Zhang & Sharon, 2023)
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because they have greater legal and administra-
tive capacity. They can invest in better compliance
systems to ensure that they comply with all rele-
vant regulations, which helps in reducing ESG
risks.

In agency theory, large companies usually
have a clearer separation between owners and
managers (Hiemann, 2023). Large companies tend
to have more complex and stringent governance
structures, which serve as additional oversight
mechanisms to minimize ESG risks because one
of them is that the management of large compa-
nies often faces demands from shareholders to en-
sure that they reduce risks, including ESG risks,
to protect the value of the company (Shapira,
2023). Therefore, managers in large companies
tend to be more careful in managing ESG risks to
meet shareholder expectations and reduce con-
flicts of interest. This structure ensures that ESG
risks are identified and managed properly, which
contributes to a lower ESG risk rating. This fin-
ding corroborates research from Bolibok related
to company size which has a significant relation-
ship with esg risk rating.

This research provides insight into the fac-
tors that mitigate ESG risk ratings in companies in
Indonesia. namely there are factors of board di-
versity and company size while the green board
committee is not a factor that has a direct effect on

ESG risk rating.
6. Conclusion and Suggestion

Conclusion

The findings of this study show that Green
Board Committee does not have a significant in-
fluence on ESG Risk Rating, but Board Diversity
and Firm Size have a significant influence on ESG
Risk Rating which shows that the less diverse and
smaller the company size will increase ESG Risk
Rating which shows that the company will be
more affected by ESG risk but conversely the mo-
re diverse and larger the company will decrease
ESG Risk Rating or show that the company can o-
vercome ESG risk in its company. In reducing
ESG risk or ESG Risk Rating, of course, the com-
pany tries to do everything it can to meet stake-
holder expectations. There needs to be diversity
in the board of directors, especially women who
are more sensitive to environmental issues.

Suggestion

This study focuses on public companies in
Indonesia, therefore, future research can expand
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the scope to include international companies. In
addition, the analysis does not distinguish bet-
ween different types of companies, despite the
fact that each sector has different characteristics,
especially regarding environmental influences.
Therefore, further research can investigate the
analysis of each specific type of business. This stu-
dy does not assess all dimensions of environ-
mental, social, and governance factors, but only
concentrates on the ESG Risk Rating score. There-
fore, further research can explore each dimension
to achieve a more comprehensive and nuanced
understanding. In addition, the measurement of
variables can also be one of the causes of the in-
significance of the Green Board Committee on the
ESG Risk Rating which only looks at some imple-
mentations of sustainability aspects without se-
eing how effective and active the committee is in
supervision or implementation. And further rese-
arch can explore other variables such as govern-
ment regulations and different green board com-
mittee measurement methods and also by various
other factors involving various stakeholders fac-
tors such as investor pressure, government regu-
lation, or broader corporate strategy may play a
more dominant role than the existence of GBC.

References

Ali, M., & Firmansyah, E. A. (2023). Revisiting the
Impact of Board Gender Diversity on ESG
Disclosure in the US. Indonesian Journal of
Sustainability Accounting and Management,
7(1).
https:/ /doi.org/10.28992/ijsam.v7i1.840

Alsayegh, M. F., Rahman, R. A., & Homayoun, S.
(2020). Corporate economic, environmental,
and social sustainability performance
transformation through ESG disclosure.
Sustainability (Switzerland), 12(9).
https:/ /doi.org/10.3390/su12093910

Arayssi, M., Jizi, M., & Tabaja, H. H. (2020). The
impact of board composition on the level of
ESG disclosures in GCC countries.
Sustainability Accounting, Management and
Policy Journal, 11(1), 137-161.
https:/ /doi.org/10.1108 /SAMPJ-05-2018-
0136

Aresteria, M., Sulestiyono, D., & Utami, Y. L.
(2024).  Regulation and  Corporate
Environmental Social Governance Score in
Indonesia.  Proceeding of International
Conference on Business, Economics, Social
Sciences, and Humanities, 7(1), 914-924.

351

https:/ /doi.org/10.34010/icobest.v7i.603
Babu, E. M. N., Prakash, G. P., & Sandhya, M.
(2024). Sustainability Practices and ESG
Scores: A Sectoral Study of Nifty 50 Firms.
RESEARCH REVIEW International Journal of

Multidisciplinary, 97), 36-46.
https://doi.org/10.31305/rrijm.2024.v09.n
07.006

Bani-Khalid, T. O. (2019). Corporate Sustainability
Reporting: A longitudinal Analysis of its
Evolutionary Pattern. International Journal of
Academic Research in Accounting, Finance and

Management Sciences, 9(3).
https://doi.org/10.6007/ijarafms/v9-
i3/6322

Bigelli, M., Mengoli, S., & Sandri, S. (2023). ESG
score, board structure and the impact of the
non-financial ~ reporting  directive on
European firms. Journal of Economics and

Business, 127, 106133.
https:/ /doi.org/10.1016/j.jeconbus.2023.10
6133

Birindelli, G., Dell’Atti, S., Iannuzzi, A. P, &
Savioli, M. (2018). Composition and activity
of the board of directors: Impact on ESG
performance in the banking system.
Sustainability (Switzerland), 10(12), 1-20.
https://doi.org/10.3390/su10124699

Bolibok, P. M. (2024). Does Firm Size Matter for
ESG Risk? Cross-Sectional Evidence from
the Banking Industry.  Sustainability
(Switzerland), 16(2).
https://doi.org/10.3390/su16020679

Bosi, M. K., Lajuni, N., Wellfren, A. C., & Lim, T.
S. (2022). Sustainability Reporting through
Environmental, Social, and Governance: A
Bibliometric Review. Sustainability
(Switzerland), 14(19).
https:/ /doi.org/10.3390/su141912071

Camilleri, M. A. (2015). Environmental, social and
governance  disclosures in  Europe.
Sustainability Accounting, Management and
Policy Journal, 6(2), 224-242.

Canarella, G., & Miller, S. M. (2022). Firm size,
corporate debt, R&amp;D activity, and
agency costs: Exploring dynamic and non-
linear effects. The Journal of Economic
Asymmetries, 25, e(00233.
https://doi.org/10.1016/j.jeca.2021.e00233

Chandra, J. A. C., Rian Sacipto, & Muktiono, M.
(2022).  Analisis Peranan Pemerintah
Terhadap Praktik Greenwashing Dalam
Strategi Investasi Keuangan Berkelanjutan
Berbasis ESG. Jurnal Panorama Hukum, 7(2),



Can Green Board Committee Mitigate ESG Risk?
Muhammad Fadly Agil Rizad, Ahmad Juanda

138-146.
https://doi.org/10.21067 /jph.v7i2.7584

Chang, Y., Wu, K.-T,, Lin, S.-H.,, & Lin, C.-J.
(2024). Board gender diversity and
corporate social responsibility. International
Journal of Corporate Social Responsibility, 9(1),
7. https://doi.org/10.1186/s40991-024-
00095-x

Chebbi, K., & Ammer, M. A. (2022). Board
Composition and ESG Disclosure in Saudi
Arabia: The Moderating Role of Corporate
Governance Reforms. Sustainability
(Switzerland), 14(19).
https://doi.org/10.3390/su141912173

Chen, R. (2024). The Impact of ESG Performance

on Corporate’s Financial Performance:
Evidence from China’s Automobile
Manufacturing Industry. Highlights in

Business, Economics and Management, 37,
210-220.
https://doi.org/10.54097 /7ck76113

Cheng, M., & Micale, J. A. (2022). ESG Risks and
the Value Relevance of Current and
Historical Earnings. Financial Markets,
Institutions & Instruments, 31(5), 207-237.
https://doi.org/10.1111/fmii.12162

Chmielewska, A., & Kluza, K. (2024). ESG risk
rating and company valuation: The case of
the Warsaw Stock Exchange. Ruch
Prawniczy, Ekonomiczny i Socjologiczny,
86(1), 179-197.
https://doi.org/10.14746 /rpeis.2024.86.1.1
0

Driss, H., Drobetz, W., El Ghoul, S., & Guedhami,
O. (2024). The Sustainability committee and

environmental disclosure: International
evidence. Journal of Economic Behavior &
Organization, 221, 602-625.

https://doi.org/10.1016/].jebo.2024.02.019
E-Vahdati, S., Zulkifli, N., & Zakaria, Z. (2018). A
moderated mediation model for board
diversity and corporate performance in
ASEAN countries. Sustainability
(Switzerland), 10(2).
https:/ /doi.org/10.3390/su10020556
Fayyaz, U, Jalal, R. N. Venditti M., &
Minguez-Vera, A. (2023). Diverse boards
and firm performance: The role of
environmental, social and governance
disclosure. Corporate Social Responsibility and
Environmental Management, 30(3), 1457-
1472. https:/ /doi.org/10.1002/ csr.2430
Gunawan, J., Gunawan, 1., & Liu, Y. C. (2023).
Environmental, Social, and Governance

352

(ESG) Performance Evaluation to Reduce
Potential =~ Greenwashing  Based on
Sustainable Fitch Index. International Journal
of Entrepreneurship and Sustainability Studies,
3(2), 29-39.
https://doi.org/10.31098/ijeass.v3i2.1773
Hiemann, M. (2023). Accrual Accounting in

Performance  Measurement and the
Separation of Ownership and Control. The
Accounting  Review,  98(7),  289-314.

https:/ /doi.org/10.2308/ TAR-2019-0118

Ihsani, A. N., Nidar, S. R, & Kurniawan, M.
(2023). Does ESG Performance Affect
Financial Performance? Evidence from
Indonesia. Wiga: Jurnal Penelitian Illmu
Ekonomi, 13(1), 46-61.
https:/ /doi.org/10.30741 /wiga.v13i1.968

Ismail, A. M., & Latiff, I. H. M. (2019). Board
diversity and corporate sustainability
practices: Evidence on environmental,
social and governance (ESG) reporting.
International Journal of Financial Research,
10(3), 31-50.
https://doi.org/10.5430/ijfr.v10n3p31

Issa, A., & Hanaysha, J. R (2023). Breaking the
glass ceiling for a sustainable future: the
power of women on corporate boards in
reducing ESG controversies. International

Journal —of Accounting &  Information
Management, 31(4), 623-646.
https://doi.org/10.1108 /1] AIM-03-2023-
0053

Istikomah, Rahmawati, & Amperawati, E. D.
(2023). The Impact of ESG Risk Scores on
Firm Value: Foreign Ownership as A
Moderating Role. AFRE Accounting and
Financial Review, 6(1), 139-147.
https:/ /jurnal.unmer.ac.id/index.php/afr

Jarboui, A., Dammak Ben Hlima, N., & Bouaziz,
D. (2023). Do sustainability committee
characteristics affect CSR performance?
Evidence from India. Benchmarking, 30(2),
628-652.  https://doi.org/10.1108/BIJ-04-
2021-0225

Jasman, J., Wijayanti, I., Mawardi, R., & Wibisono,
O. (2023). The Effect of Board Size, Board
Independence, Board Diversity and CSR
Committee on Sustainability Reporting.
Journal ~ of  Economics,  Finance  and
Management Studies , 6(11), 5705-5711.
https://doi.org/10.47191/jefms/v6-i11-51

Karoui, A., Zerter, L., & Zhao, Y. (2023). ESG Risk
Ratings: Quantitative Insights Benefiting
from Size and Sector Adjustments. The



AFRE Accounting and Financial Review
Vol. 7(3) 2024: 344-355

Journal of Impact and ESG Investing, 4(1),
144-159.
https://doi.org/10.3905/jesg.2023.1.079
Kristianti, I. P. (2023). The Effect of Gender
Diversity Boards on Sustainble Financial
Reporting Practices. JAK (Jurnal Akuntansi)
Kajian Ilmiah Akuntansi, 10(2), 256-272.
https://doi.org/10.30656/jak.v10i2.5623
Lehner, O. M., & Harrer, T. (2019). Accounting for
economic sustainability: ~environmental,
social and governance perspectives. Journal
of Applied Accounting Research, 20(4), 365-

371. https:/ /doi.org/10.1108/JAAR-06-
2019-0096

Li, Z. (2024). Analysis Of the Impact of ESG
Performance  on  Enterprise  Value.
Highlights in  Science, Engineering and
Technology, 96, 235-238.

https:/ /doi.org/10.54097 / g5tm2e71

Mandari¢, D., & Hunjet, P. D. S. A. (2024). Gender
Disparities in Pro-Environmental Attitudes:
Implications for Sustainable Business
Practices in Croatia. GATR Journal of
Business and Economics Review, 9(1), 73-84.
https:/ /doi.org/10.35609/jber.2024.9.1(4)

Manita, R., Bruna, M. G., Dang, R., & Houanti, L.
(2018). Board Gender Diversity and ESG
Disclosure: Evidence From The USA.
Journal of Applied Accounting Research, 19(2),
206-224.  https://doi.org/10.1108/JAAR-
01-2017-0024

May, A. M., McGarvey, M. G., Gustafson, C. R., &
Mieno, T. (2021). Gender, environmental
issues and policy: An examination of the
views of male and female economists.
Ecological Economics, 182(October), 106877.
https://doi.org/10.1016/j.ecolecon.2020.10
6877

Menicucci, E., & Paolucci, G. (2022). Board
Diversity and ESG Performance: Evidence
from the Italian Banking  Sector.
Sustainability (Switzerland), 14(20).
https://doi.org/10.3390/su142013447

Muthiah, M., & Anggoro, Y. (2024).
Implementation of ESG as a Strategy for
Business Sustainability in a Public-Listed

Tobacco Company in  Indonesia.
International  Journal of Current Science
Research and Review, 07(06).

https://doi.org/10.47191/ijcsrr/ V7-i6-88
Narullia, D. (2022). CSR Committee and
Attributes in Indonesia and South Korea
Does is matter to ESG Performance?
International Journal of Management and

Economics Invention, 08(12).
https://doi.org/10.47191/ijmei/v8i12.02
Pasha, A. T., Aiwan, A., & Akhtar, T. (2024). The
Impact of Green Governance on
Sustainability Reporting & Corporate Social
Responsibility: Financial Risk as Moderstor.
Journal of Social Research Development, 5(2),
119-129.
https:/ /doi.org/10.53664/jsrd /05-02-2024-
10-119-129
Popov, K., & Makeeva, E. (2022). Relationship
between Board Characteristics, ESG and

Corporate Performance: A Systematic
Review. Journal of Corporate Finance
Research, 16(4), 119-134.

https://doi.org/10.17323/].jcfr.2073-
0438.16.4.2022.119-134
Pramisti, A. A., & Istigomah, D. F. (2024). The
Influence  of  Environmental  Social
Governance (ESG) on Company value with
Financial Perfomance as Mediation
Variable. Jurnal Aplikasi Akuntansi, 9(1), 34-
45. https:/ /doi.org/10.29303 /jaa.v9i1.423
Pranesti, A., Larasati, K. S., & Widiyanti, A.
(2022). Kinerja Keterlanjutan dan Nilai
Perusahaan: Sebuah Kajian Teoritis. Jurnal
Ilmiah Universitas Batanghari Jambi, 22(3),
1624.
https:/ /doi.org/10.33087/jiubj.v22i3.2622
Prihandono, 1., & Yuniarti, D. S. (2023). Indonesia
Sustainability Reporting Standard: What
Needs to be Improved? Padjadjaran Journal
of  International Law, 7(1), 1-23.
https://doi.org/10.23920/ pjil.v7i1.1159
Putri, A. J, & Ros Bangun, M. Y. (2023).
Identifying Environmental, Social, and
Governance (ESG) Implementation towards
Growth and Sustainability: A Case Study at
Assisted Micro, Small, and Medium
Enterprise (MSME) by Bank Indonesia.
International  Journal of Current Science
Research and Review, 06(07).
https://doi.org/10.47191/ijcsrr/ V6-i7-61
Rahmah, N. A., Purwohedi, U., & Handarini, D.
(2024). The Moderating Role of Profitability
and Firm Size in ESG Disclosure Towards
Firm Value. International Journal Of
Education, Social Studies, And Management
(IJESSM), 4(2), 700-719.
https://doi.org/10.52121/ijessm.v4i2.345
Rahmaniati, N. P. G., & Ekawati, E. (2024). The
role of Indonesian regulators on the
effectiveness of ESG implementation in
improving firms’ non-financial



Can Green Board Committee Mitigate ESG Risk?
Muhammad Fadly Agil Rizad, Ahmad Juanda

performance. Cogent Business &
Management, 11(1).
https://doi.org/10.1080/23311975.2023.229
3302

Romano, M., Cirillo, A., Favino, C., & Netti, A.
(2020). ESG (Environmental, social and
governance) performance and board
gender diversity: The moderating role of
CEO duality. Sustainability (Switzerland),
12(21), 1-16.
https:/ /doi.org/10.3390/su12219298

Rooly, M. S. A. R. (2021). Impact of Board
Diversity on Agency Costs in the Context
of Agency Theory Approach: Evidence
From Listed Companies in Sri Lanka. Indian
Journal of Corporate Governance, 14(2), 133-
153.
https://doi.org/10.1177 /0974686221104575
8

Saldi, W. A. L., Adrianto, F., & Hamidi, M. (2023).
Esg and Dividend Policy in Indonesia.
Journal of Social Research, 2(3), 724-734.
https:/ /doi.org/10.55324 /josr.v2i3.596

Salvi, A., Nirino, N., Battisti, E., & Gianfrancesco,

I. (2024). Payout policy and ESG: A
European investigation.  Research in
International Business and Finance, 68,
102189.
https://doi.org/10.1016/j.ribaf.2023.10218
9

Sebastianelli, R., Tamimi, N., Isil, O., & Rocco, V.
(2024). Insights from analyzing
corporate environmental and social
disclosure. Management Decision.

https:/ /doi.org/10.1108/MD-10-2023-1767

Sekarlangit, L. D., & Wardhani, R. (2021). The
effect of the characteristics and activities of
the board of directors on sustainable
development goal (Sdg) disclosures:
Empirical evidence from southeast asia.
Sustainability (Switzerland), 13(14).
https://doi.org/10.3390/su13148007

Shah, S. Q. A,, Lai, F. W., Shad, M. K., Kone¢n4,
Z., Goni, F. A., Chofreh, A. G., & Klemes, J.
J. (2021). The inclusion of intellectual
capital into the green board committee to
enhance firm performance. Sustainability
(Switzerland), 13(19).
https:/ /doi.org/10.3390/su131910849

Shah, S. S. H., Basit, A., Ahmed, S., Khan, M. A., &
Tangl, A. (2024). Board composition, ESG
practices, and firm performance: Evidence
from the Pakistan stock exchange. The
Economics and Finance Letters, 11(2), 146-

354

162.
https:/ /doi.org/10.18488/29.v11i2.3765

Shakil, M. H., Tasnia, M., & Mostafiz, M. 1. (2020).
Board gender diversity and environmental,
social and governance performance of US
banks: moderating role of environmental,
social ~and  corporate = governance
controversies. International Journal of Bank
Marketing, 39(4), 661-677.
https://doi.org/10.1108 /1JBM-04-2020-
0210

Shang, E. (2024). Corporate ESG and Financial
Performance - A Study Based on the
Mediating Effect of Financing Constraints.
Advances in Economics and Management

Research, 11(1), 432.
https://doi.org/10.56028 /aemr.11.1.432.20
24

Shapira, R. (2023). Mission Critical ESG and the
Scope of Director Oversight Duties.
Columbia Business Law Review, 2, 733-721.
https://doi.org/10.52214/cblr.v2022i2.1093
9

Shawat, R. S., Zamel, A., Otake, oshitsugu, Sabry,
S., & Badawy, H. (2024). How Firm Size
Shapes the ESG and Financial Performance
Nexus: Insights from The MENA Region.
Journal of Accounting and Auditing: Research
& Practice, 1-15.
https:/ /doi.org/10.5171/2024.145355

Silva, A. V. B. da, & Romaro, P. (2024). Emerging
trends in sustainable management:
developing managers’ skills for ESG
challenges. Revista de Gestdo e Secretariado,
15(6), e3789.
https:/ /doi.org/10.7769/ gesec.v15i6.3789

Subiza-Pérez, M., Santa Marina, L., Irizar, A.,
Gallastegi, M., Anabitarte, A., Urbieta, N.,
Babarro, 1., Molinuevo, A., Vozmediano, L.,
& Ibarluzea, J. (2020). Who feels a greater
environmental risk? Women, younger
adults and pro-environmentally friendly
people express higher concerns about a set
of environmental exposures. Environmental

Research, 181(August), 108918.
https://doi.org/10.1016/j.envres.2019.1089
18

Suetens, D. (2024). The rise of sustainability
oversight committees as part of modern
board governance and oversight: Practical
considerations. Journal of Risk Management
in  Financial ~ Institutions, 17(2), 161.
https:/ /doi.org/10.69554/JDTC9291

Sugiarto, A., Puspani, N. N., & Fathia, F. (2023).



AFRE Accounting and Financial Review
Vol. 7(3) 2024: 344-355

ESG Leverage towards Stock Performance
in Indonesia Stock Exchange. International
Journal of Energy Economics and Policy, 13(5),
593-606.
https:/ /doi.org/10.32479/ijeep.14384

Tan, C., & Taufik, M. (2022). Board diversity and
financial reporting quality: does firm size
matter? Journal of Contemporary Accounting,
4(2), 80-94.
https:/ /doi.org/10.20885/jca.vol4.iss2.art2

Wang, H. (2024). Information Asymmetry and
Agency Problems in the Financial Market.
Highlights in  Business, Economics and
Management, 32, 62-66.
https:/ /doi.org/10.54097 / 2eq3j535

Wisanggeni, N. U. B., & Rahmawati, I. Y. (2024).
The Effect of ESG Risk Ratings, Board Size
and Gender Diversity on Financial
Performance: Econometric Case Study
Indonesia 90 Companies 2020-2023. South
Asian Journal of Social Studies and Economics,

21(7), 129-145.
https://doi.org/10.9734/sajsse /2024 /v21i
7850

Xie, ]J., Nozawa, W., Yagi, M., Fujii, H., & Managi,
S. (2019). Do environmental, social, and
governance activities improve corporate
financial performance? Business Strategy and
the Environment, 28(2), 286-300.
https:/ /doi.org/10.1002/bse.2224

Y Bukarim, F., & Widarjo, W. (2024). Do Diversity
in Board Drive Environmental, Social and
Governance Disclosure? ASEAN Banking
Sector Evidence. Journal of Economics,
Finance And Management Studies, 07(08).
https:/ /doi.org/10.47191/jefms/v7-i8-02

Yuspin, W., Fauzie, A., Putra, A. K,, Liang, S., &
Nor, M. Z. (2024). Green Banking for
Environmental Management: A Sustainable
Paradigm Shift. IOP Conference Series: Earth
and Environmental Science, 1357(1), 012017.
https://doi.org/10.1088 /1755-
1315/1357/1/012017

Zhang, Q., & Wong, J. B. (2022). ESG reputational
risks and board monitoring committees.
Finance Research  Letters, 50, 103325.
https:/ /doi.org/10.1016/j.fr1.2022.103325

Zhang, Y., & Sharon, C. P. Y. (2023). The Influence
of Firm Size and Institutional Environment
on ESG Disclosure - Evidence from Listed
Companies in China. International Journal of
Academic  Research in  Economics and
Management Sciences, 12(2).
https:/ /doi.org/10.6007 /ijarems/v12-

355

i2/16284



