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Abstract

The board of directors play an important role in corporate climate strategy-making and decisions but might also compromise environmental
policies to minimize agency cost. This study critically investigates the relationship between the attributes of the board of directors and the
degree of sustainability performance for the energy sector as discussed in the literature. Our study cumulates existing knowledge offering
important characteristics for a balanced board structure to increase the board’s effectiveness in adopting sustainable initiatives that could
reduce the adverse impact of an energy corporation’s operation on the environment. Crucial attributes of the board of directors deemed to
be positively associated with the commitment to reduce carbon footprint in the environment have been identified. Based on our extensive
analysis of the literature we propose a conceptual framework that measures the influence of the board of directors’ attributes on corporate
environmental and social sustainability performance. The proposed framework will be useful as an initial step for top management and
regulators to gain a better understanding of the balanced board structure required to achieve the social and environmental sustainability
performance of corporations. Further, this paper contributes to a body of knowledge about how the board of directors could play a crucial
role in monitoring social and environmental threats.
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1. Introduction

The board of directors is the backbone of corporate
governance structure and is responsible for protecting
the interests of stakeholders of the corporations through
directing its operations and supporting its decision making.
They also determine corporate policies of corporations,
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decide on corporate issues, assure corporate profitability
and return on stakeholders’ investments. However, we argue
that stakeholders have broader expectations from their large
investments, for example, some focus on financial return
only while others are also concerned about the adverse
impact of corporations’ operations on the environment.
Hence, board climate change strategy and decision in
favour of corporate profitably may affect different groups of
stakeholder’s needs in distinct way (Aminu and Salawudeen,
2019; Weiss, 2019). Since decision-makers are ultimately
responsible for agency costs, the board decision might
include environmental policies to minimize the agency
costs. Recently, stakeholders have raised their concerns
on the environmental damage caused by the corporation’s
business operations, especially in energy sectors due to fossil
fuel burning, which adversely impacts global warming and
climate change-related health risks. A study conducted in
2014 revealed that 81% of the energy supply globally was
produced by burning fossil fuel (coal, oil, and gas), which
causes a continuous rise of greenhouse gas (GHG) emissions
in the environment (Henderson, 2016).
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Air pollution caused by the energy sectors proved to
be the most significant cause of diseases and premature
deaths. According to a recent study in 2015, total premature
deaths due to air pollution were 9 million, while in the year
2012, 7 million people died due to air pollution globally
(Landrigan et al., 2018). Therefore, the energy industry is
not only expected to pay back their shareholders with high
financial returns, but also need to become more resistant
to environmental impacts which adversely affect their
stakeholders’ health and wellbeing (Joshi and Li, 2016). To
address the environmental damage concerns of stakeholders,
the energy industries must take full responsibility for their
manufacturing processes and operations, ensuring sustainable
practices and the wellbeing of their stakeholders. Good
corporate governance must mitigate agency problems and
guide executives to work in favour of a stakeholders’ interests
(Al-Hiyari, 2017; Nazir and Afza, 2018). Hence, corporations
must adopt their policies to address the rapid changes in
environmental needs such as climate change, global warming,
GHG emissions, and pollution, which are damaging the
environment and affect the stakeholder’s interests directly or
indirectly. However, studies that are available indicate that
energy corporations are lagging in green initiatives (Chen et
al., 2018; Daniel, 2018). The main reason for this is that many
economists believe that integrating sustainable goals exceeds
corporation costs. Others fear that implementing proposed
solutions require corporations to build specific capabilities
that will be expensive and inefficient. The general argument
is that everyone gets benefited by reduced carbon emissions,
while corporations or individuals pay the cost.

We argue that the board of director’s propensity
towards societal-welfare and well-being can broadly impact
corporate climate change strategy and implementation of
suitable development goals. While there has been a growing
interest in studying the relationship between corporate
governance and sustainable development, the studies on
the composition of the board of directors and its response
to environmental sustainability initiatives remains an issue
in empirical and theoretical studies development (Naciti,
2019). Previous studies mainly investigate issues like, the
composition of the board of directors, board independence,
gender diversity, CEO duality, board size, and the impact
on financial performance of service industries (consumers
goods, health care, information technology, real estate, and
telecommunication) (Chams and Garcia-Blandon, 2019;
Sewpersadh, 2019). Since the prime focus ofa corporationis to
increase financial gain, achieve overall corporate objectives,
and to create an excellent prospect for future opportunities,
governance composition is mainly investigated for financial
performance. Moreover, most empirical studies on corporate
governance and profitability have been conducted on the
financial performance of industrial corporations (Jackling
and Johl, 2009; Ramdani and Witteloostuijn, 2010).

The objective of this study is to explore the association
between board composition (directors’ independence, board
diversity, CEO duality, and board size) and corporate social
and environmental sustainability performance in the energy
industry. All energy resources such as fossil fuel, coal, oil,
and natural gas have some impact on our environment in
terms of damaging public health and global warming. By
understanding current and potential environmental issues
associated with each energy source, energy industry can
take an appropriate step to minimize this impact. This study
argues that board of directors play a crucial role in adopting
effective strategies to reduce environmental impact caused
by the production and consumption of different energy
sources. This study contributes to the existing literature on
the composition of the board of directors by extending the
discussion from financial performance to environmental
and social sustainability performance. We also developed a
conceptual model that will be useful in formulating the initial
steps for top management and regulators, especially in the
oil and gas corporations who are interested in implementing
corporate governance practices and transparent climate
change-related strategies. Additionally, this study enhances
the understanding of the structure of the board of directors
and their role and it should be useful for public policymakers
who are concerned about balanced board composition and
environmental and social risks.

The next section presents a literature review of the energy
sector, and the relationship between corporate governance
and its sustainability performance. In Section 3, detailed
literature is investigated on the composition of the board of
directors to develop an integrated conceptual model. Finally,
Section 4 concludes the study with future research.

2. Literature Review

The energy industry has become the central pillar of all
economic activities across the world (Dube and Jaiswal,
2015). Over the past two decades, the destructive effects
of the energy industry, such as release of GHG emissions,
have been a cause of concern for many stakeholder
groups, including investors, regulators, shareholders, and
environmentalists. To achieve social support from various
stakeholders, energy corporations must participate in social
and environmental corporate practices (Florini and Saleem,
2011). A considerable number of studies have examined
sustainability practices and environmental disclosure in
the energy sector. For example, Del Mar Alonso-Almeida
et al.,, (2014) suggest that to become more sustainable,
energy corporations have to adopt the Global Reporting
Initiative (GRI) framework, because these corporations are
the primary source of polluting the environment. Similarly,
Raufflet et al., (2014) indicate that corporations need to
adopt international corporate social responsibility (CSR)
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frameworks and standards such as Global Compact and
ISO 26000 to implement CSR practices in the oil, gas, and
mining sectors for sustainability initiatives. Lu et al., (2019)
determined corporate sustainability practices in energy
utilities by using a framework of sustainability energy
indicators in Baltic States and found that CSR is the first
initiative to achieve sustainable development in the energy
and utilities industry. Additionally, Thorne et al., (2014)
stated that corporations engaged in the energy industry
must have abundant knowledge related to environmental
matters more than other sectors, such as consumer goods,
the telecommunication industry, and insurance and banking
sectors.

A few studies have focused on the corporate sustainability
performance of the energy industry (Pietrosemoli and
Monroy, 2013; Sartori et al., 2017). They suggest that
corporations should focus on environmental, social and
economic issues to improve sustainability performance in the
energy sector. However, a lack of financial stability, market
competition, and technical complexity are the main barriers
of sustainability performance for corporations in the energy
industry (Meijer et al., 2019). Sustainability performance and
CSR can play a vital role in reducing corporate level fraud,
such as corruption in the energy industry (Lu et al., 2019).
Furthermore, renewable energy corporations have become
vital to supporting sustainable development in mitigating the
impact of climate change. For instance, Elum and Momodu
(2017) explore how shifting from fossil fuel-based energy
towards renewable energy sources can reduce problems of
climate change and social equity.

An extensive body of research examined corporate
sustainability initiatives and the financial performance of
the energy industry. Sidhoum and Serra (2017) examined the
relationship between sustainability initiatives and financial
performance in the electric utility sector of the United
States and found that there is a strong association between
sustainability initiatives and financial performance suggesting
that the adoption of environmentally friendly technologies
may improve corporation financial health and efficiency in
the energy sector. Similarly, Amacha and Dastane (2017)
examined the strong relationship between sustainability
practices and the financial performance in Malaysian oil
and gas corporations and found that sustainability reporting
positively impacts financial performance. A corporation
without an effective internal governance structure cannot
pursue corporate sustainability policies, strategies, and
environmental risk (Hollindale et al., 2019). The board of
directors, being a pivotal decision-maker of the corporation,
is responsible and accountable for sustainability issues.
However, past literature has documented limited evidence
on the link between the board of directors attributes and
sustainability performance, focusing mainly on the energy
sector (Batruch, 2017; Shahbaz, et al., 2020). Most recently

Shahbaz et al., (2020) documented that the board of directors
is positively linked with sustainability performance; a well-
structured corporate governance attribute such as the board
of directors should lead to high sustainability commitments
in the energy industry.

2.1. Board of Directors and Sustainability
Performance

The board of directors is responsible for determining
whether to invest or not, in sustainability performance (Rao
and Tilt, 2016a). Agency theory, stakeholder theory, and
resource dependency are three underpinning theories that
can be used to explain the association between corporate
governance attributes and sustainability performance.
Agency theory states that the central role of the top
leadership is to align a corporate’s interest with shareholder
interest (Jensen and Meckling, 1976). To align executives’
and owners’ goals, agency theory recommends separation of
decision making between executives and owners. Akpan and
Amran (2014), for example, used agency theory to identify
the impact of independent directors and sustainability
performance and found that independent directors within
the board help to minimize the agency costs, monitor the
agent decisions effectively, and supervise the executive
directors.

According to the stakeholder theory, executives monitor
the corporate operations on behalf of stakeholders to meet
the financial, ecthical, social, and moral needs of their
stakeholders. In this context, Michelon and Parbonetti
(2012) explored suitable corporate governance structures
that enhance stakeholder relationships by nurturing
corporate sustainability and argued that good corporate
governance and sustainability is a balancing mechanism
for better stakeholder management. They also explained
that stakeholder theory is a bridge between corporate
governance and sustainability initiatives to balance long-
term stakeholders’ and management goals.

Additionally, resource dependency theory explains
that the basic functionality of the board of directors is the
provision of resources, such as advice and counsel, link
to other corporations, etc., and corporate performance
(Hillman et al., 2000; Pfeffer & Salancik, 2003). The
resource dependency theory highlights the role of the
board of directors in obtaining the resources needed by the
corporation. The primary premise of the resource dependency
theory is the requirement for environmental linkage among
the corporation and external resources. Furthermore,
resource dependency theory suggests that directors bring
countless resources such as skills, information, legitimacy,
and critical constituents like public policy decision-makers,
customers, and suppliers (Kesner and Johnson, 1990; Pfeffer
and Salancik, 2003).
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As empirical evidence, Hussain et al., (2018) studied
the link between internal corporate governance attributes
and sustainability performance and recognized that board
composition plays a crucial role in nurturing the sustainability
performance of the corporations. Similarly, Zaid et al.,
(2020) determined the relationship between corporate
governance attributes and sustainability disclosures, and
results show that corporate governance attributes have a
decisive role in sustainability disclosure practices of energy
corporations. Drawing on agency theory, stakeholder theory,
and resource dependency theory, this study highlights the
relationship between corporate governance and corporate
sustainability performance by using one of the elements
of corporate governance, i.e., the board of directors. More
specifically, this study explores the influence of board of
directors’ attributes on corporate environmental and social
sustainability performance. Hence, in the subsequent
sections, we evaluate four attributes of the board of directors,
namely, independent directors, board diversity, the duality
of CEO, and board size. We also develop a conceptual
framework to measure the association between the boards’
attributes and their influence on social and environmental
sustainability performance.

3. The Board of Directors’ Governance
Attributes

Prior studies suggest that independent directors more
effectively monitor corporate operations and restrict the
opportunistic behavior of the top management assumed
by agency theory than a director who is connected to the
corporation through business or family (Boateng et al.,
2017; Fuzi et al., 2016). Similarly, a diverse board is
more likely to share broader experiences and opinions and
represent a discrete group of the stakeholders as assumed by
stakeholder theory (DeBoskey et al., 2018). However, this
study argues that climate change strategies and decisions
made by top management of corporations affect a large
group of stakeholders with conflicting financial and non-
financial interests, therefore, the role of the board is critical
in addressing issues raised by various stakeholders. In this
section, we critically evaluate the four attributes of the
board of directors (independent directors, board diversity,
the duality of the CEO, and board size) to understand the
board structure, which should be sufficiently representative
of various stakeholders. We also identify the relationship
between governance attributes and corporates’ environmental
and social sustainability performance.

3.1. Board Independence

An independent director is a person appointed to the
board who is not taking part in the internal management of

the corporation and has no family and business relationship
with the corporation. The role of an independent director is
to balance the interests of the shareholder and management.
According to agency theory, the independent director on the
board plays a vital role in controlling upper management
decisions to protect stakeholder’s rights (Fama and Jensen,
1983). The appointment of independent directors is a
valuable structure of corporate governance that can lead
to sound management (Said et al., 2009) by providing
their expertise in the implementation and execution of
sustainability initiatives and the monitoring of transparency
in sustainability reporting (Wang, 2017). Having an insider
governing board may be ineffective in their contributions and
they might abuse their power for their own personal benefit.
Therefore, much empirical research has been conducted that
shows a positive relationship between independent directors
and CSR (Barako and Brown, 2008; Ho and Wong, 2001).
However, there might be a negative relationship between
independent directors and corporate sustainability reporting
due to other influential factors such as regulatory pressure
on voluntary disclosure, boards’ lack of expertise, and their
newness to the business model (Emmanuel et al., 2018).

Moreover, a higher number of independent directors
on the board have a positive relationship with social and
environmental performance (Hussain et al., 2018). It has
also been observed in previous studies that there is a positive
link between CSR and independent directors (Karamanou
and Vafeas, 2005; Prado-Lorenzo and Garcia-Sanchez,
2010). Similarly, a higher number of independent directors
can convince corporations to follow best practices of
environmental and social sustainability while maintaining
the shareholders’ interest (Jo and Harjoto, 2011; Nguyen
and Nguyen, 2020). Specifically, Dube and Jaiswal (2015)
examined how strengthening independent directors on the
board improves sustainability performance within the energy
industry. Based on previous research, we expect that board
independence improves sustainability performance in the
energy industry. Hence, we propose that a high number of
independent directors on a board of directors has a positive
relationship with environmental and social sustainability
performance.

3.2. Board Diversity

Board diversity is a mixture of qualities, attributes,
demography, and expertise of individual board members that
could have an influence on corporate environmental policy
(Rao and Tilt, 2016b). Agency and resource dependency
theories are widely used to explain the relationship between
board diversity and corporate social responsibilities.
According to agency theory, the more diversity on the
board, the better monitoring and management of the
corporation’s activities (Hassan and Marimuthu, 2016;
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Madhani, 2017). According to the resource dependency
theory, diverse members bring more resources in terms of
skills, expertise, advice, and counselling as well as access
to the external market (Enache and Garcia-Meca, 2019;
Fakir and Jusoh, 2020). Research showed that diversity
in terms of gender, nationality, age, and higher education,
improves corporate decision- making quality, especially as
related to environmental and social activities, which leads to
improving sustainability performance (Chams and Garcia-
Blandon, 2019; Rao and Tilt, 2016b).

Gender diversity of board members is expected to have a
positive impact on corporate social responsibilities. Previous
research has shown that having female members on the board
of directors has positively influenced corporate sustainability
performance (Emmanuel et al., 2018; Margaretha and
Isnaini, 2014). Females generally contribute more to social
intelligence and collaborative decision making as compared
to their male counterparts (Bart and Mcqueen, 2013; Harjoto
et al.,, 2015). Hence, they are more inclined to, moral
obligations, affection, sympathy, and welfare that make
them more effectively address social issues and stakeholder
needs (Harjoto et al., 2015; Jain and Jamali, 2016; Tahir
et al., 2020). Therefore, the presence of women on the board
can enhance the effectiveness of stakeholder management.
One such example is the involvement of women on the
board of directors in Arab countries (Ibrahim and Hanefah,
2016; Issa and Fang, 2019). Despite rigid culture and gender
discrimination, a positive association has been observed
between the female members on a board and CSR. Based on
empirical evidence, this study concluded that a corporation
with a higher proportion of female directors exhibits higher
environmental and social responsibility.

In terms of nationality, there are advantages and
disadvantages of both an entirely homogeneous (local)
or heterogeneous (foreign) board of directors. Having
only local members on the board may negatively impact
a corporation’s long-term sustainability since locals are
more emotionally attached to the corporation’s short-term
financial benefits, and their interests may prevail over
the stakeholders’ interests. Foreign directors appear less
attached to short-term economic goals and more concerned
with environmental and social performance (Webb, 2004).
Studies have shown that having board diversity increases
the financial performance of the corporation (Hambrick
et al., 1996). Also, a foreign member on board positively
influences the financial performance of the corporation
(Masulis et al., 2012). A study on Indian financial companies
shows that the influence of foreign members on the board
is negatively related to sustainability exposure (Rafinda
et al., 2018). However, agency theory on the relationship
between corporate governance structure and CSR shows
that corporations with a high proportion of foreign directors
has a positive impact on CSR since they can monitor the

behaviour of internal management and intervene when
necessary (Dahya and McConnell, 2005).

Age is another characteristic that is widely studied under
the diversity of the board members and top management.
Age diversity of the board is related to the presence of
different generation gaps with variance in personal values,
moral judgment/reasoning, ethical and cultural values,
as well as experience (Cucari et al., 2018). For example,
older members usually exhibit more expertise, skills, and
competency, whereas young members are generally more
liberal, open-minded, energetic, and innovative. One may
expect that having older members on the board means better
decision making since older members have more developed
moral reasoning as compared to younger counterparts.
Many researchers found that a corporation has a higher
score in sustainability rating when the age of board members
is around 55 to 60 years (Cucari et al., 2018; Fernandes
et al., 2019). A study on environmental reporting of 120
Malaysian corporations also noted that the older directors
show more involvement in environmental disclosure, which
is attributed to their higher level of maturity, exposure, and
experience (Said et al., 2013). On the other hand, a few
studies found that young directors express more concerns
about the environment and have more knowledge about
environmental issues (Diamantopoulos et al., 2003; Jansson
et al., 2010). However, previous studies do not find any
significant relationship between the age diversity of board
members and sustainability disclosures (Barako and Brown,
2008; Giannarakis, 2014). In the light of this empirical
evidence, this study suggests that having a balance of
both older and younger members on the board positively
influences a corporation’s environmental and social
suitability.

Another attribute which may impact on directors’
decision making is their level of academic achievements.
There is not much research on the relationship between the
board’s members’ educational disciplines and achievements
and their impact on social sustainability. However, Lewis
et al., (2014) proposed that board members must have the
relevant qualifications, i.e., an advanced degree in business,
to disclose CSR issues adequately. Indeed, a board member
with an advanced academic degree in a relevant field
generally has more awareness and knowledge, which leads
them to a better understanding of environmental strategies
and sound decision-making. Other studies also showed a
positive association between a board members’ attainment
of higher education in the relevant discipline and their
concerns about disclosing environmental information
(Kagzi and Guha, 2018; Shahab et al., 2019). In the light
of empirical evidence, this study argues that a corporation
whose boards have a higher proportion of directors with an
advanced degree in Business Adminstration exhibit higher
environmental and social responsibility. Based on empirical
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evidence and past literature, we expect that corporations
with diverse board backgrounds (age, nationality, gender,
and education level) enhance sustainability performance
within the energy sector.

3.3. CEO Duality

Another vital component of the board is the chairperson
and CEO who have the authority to control and manage
corporate-level decisions. Usually, in a top-down governance
structure, the chairperson monitors the board’s function and
delegates responsibilities to the CEO to manage the daily
activities of a business. The duality of the CEO is when the
same person works as a chairperson and CEO (Bear et al.,
2010). According to agency theory, CEO duality moves
power to a single person’s hand, which leads to a conflict of
interest among internal management, i.e., working on their
own benefits rather than stakeholders, which in turn lead to
poor corporate performance (Berger et al., 1997). Agency
theory suggests that two different positions for chairperson
on the board and CEO would liberate the board of directors
from the administration (Michelon and Parbonetti, 2012).
When the CEO takes the responsibility of the chairperson
as well as management, it reduces board effectiveness in
monitoring top management while managing day to day
operations (Broye et al., 2017). Two different positions for
the CEO and chairperson can increase the efficiency of
management accountability, better corporation performance,
and minimize agency cost (Morais et al., 2020).

Based on the arguments presented in this paper and
agency theory, the separation of the board chairperson
and CEO roles can improve sustainability performance
within the energy sector. Thus, this paper proposes that the
separation of the board chairperson and CEO roles exhibit a
positive relationship on corporate environmental and social
sustainability performance.

3.4. Board Size

The board size specifies the total number of directors
serving on the board. Larger board size has positive as
well as negative effects on a corporation’s decision-making
process. In the literature on corporate governance, board
size has gained significant attention. According to resource
dependency theory, large board sizes enhance corporate
sustainability performance (Cheng, 2008), since more
members bring more experience, knowledge, expertise, and
a high level of value to the corporations well as to the society
(Emmanuel et al., 2018). Also, resource dependency theory
showed that a remarkable component in developing efficient
and effective management in a corporation is the number of
members serving on the board of directors. Therefore, the

higher the corporation’s need for cooperation, the larger the
size of the board (Pfeffer, 1972), since members will have
large external networks to rapidly capture scare resources
and external market information (Kor and Sundaramurthy,
2009). A study conducted on the Indonesian mining industry,
for example, showed that Western companies in Indonesia
have a large board size, which showed more transparency
in environmental disclosure (Trireksani and Djajadikerta,
2016).

On the other hand, a bigger board can hinder corporate
productivity (Jensen, 1993) since the large board takes
more time for collaboration and teamwork to reach a mutual
decision. Also, a large board needs more negotiations and
compromises as compared to a smaller board size (Kogan
and Wallach, 1966; Moscovici and Zavalloni, 1969).
According to agency theory, larger board sizes can also
compromise the transparency and accountability of a
corporation. Therefore, there is no precise concensus in
the current literature about the relationship between board
size and sustainability performance. However, this study
believes that multi-cultural and multi-national corporations
should take advantage of large board size to sufficiently
represent interest of large group of stakeholders, whereas
smaller corporations can benefit from smaller board
sizes because smaller boards show more commitment to
corporate sustainability in the energy sector than large
companies.

3.5. Conceptual Framework for Environmental
and Social Sustainable Performance in the
Energy Industry

Based on the theoretical foundation of this paper
and existing literature on the composition of the board of
directors, this study has proposed an integrated conceptual
framework to investigate the association between corporate
governance attributes and the degree of sustainability
practice by companies when their board of directors exhibit
specific attributes discussed in the study and shown in
Figure 1 below. The central premise of this framework is
that the social and environmental sustainability performance
of a corporation is a part of broader initiatives that strive
to cope with environmental and climate change threats.
The framework shows that human capital, i.e., the board of
directors and a balanced governance structure, are significant
variables to enhance environmental and social sustainability
performance. Hence, it is useful for top management,
especially for the board of directors of energy companies, to
identify board characteristics that could improve corporate
environmental activities, which could then positively impact
the interests of distinct stakeholders’ groups and the public’s
environmental concerns.
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Figure 1: A Conceptual Framework of the Attributes of the Board of Directors’ and
Corporate Environmental and Social Sustainability Performance

The conceptual framework for balanced governance
structure is a construct of four interrelated attributes, as
appears in Figure 1. Each attribute performs a specific
function within the environmental sustainability framework.
An attribute of an independent member on the board
seeks is that he/she will prevent biased decisions towards
corporate profitability and promote the stakeholders’
interests. Board diversity, in terms of gender, nationality,
age, and higher education, will improve the quality of a
corporation’s decisions related to environmental and social
activities, which in turn will lead to improving sustainability
performance. The attribute of a separate chairperson and CEO
will liberate the corporation from the conflicting interests of
the CEO and the chairperson. The prime responsibility of the
CEO is to focus on corporate profitability. In contrast, the
chairperson will have a greater responsibility to satisfy the
broader shareholders’ needs of sustainability performance,
which increases corporate accountability and transparency.
The attribute of board size depends on a corporation’s
needs and size, and this study anticipates that multi-cultural
corporations should take advantage of a large board size.
In contrast, smaller corporations should take advantage of
smaller board sizes where board of directors dedicates more
time to tackle issues related to corporate environmental and
social sustainability performance.

This conceptual framework should serve as an exciting
first step for companies to increase their involvement in
environmental activities. This study assumes that having
a balanced board of directors’ governance structure
would better control the operations of the energy sector to
mitigate environmental-related risks. Zheng et al., (2020)
have proved that this type of framework could enhance
companies’ responses to environmental change-related risks
and could offer financial and non-financial benefits (enhance
companies’ image and reputation) to the business. A diverse

board represents and protects the environmental and the
social needs of distinct stakeholders and demonstrates
that their corporation is doing its part to solve society’s
environmental problems (Katmon et al., 2019).

4. Conclusion

The directors of large corporations are facing challenges
from the shareholders and stakeholders alike to be proactive
in figuring out disruptive market trends that are a result
of environmental sustainability concerns. The board of
directors play an essential role in defining strategies and
policies to reduce social and environmental risks. The energy
sector is considered an environmentally sensitive sector
which attracts attention of the stakeholders. This study has
theoretically evaluated the logical association between the
board of directors’ attributes and corporate environmental
and social performance in the energy sector. Based on prior
studies, this study has identified how specific attributes of
a board member can positively influence a corporation’s
environmental and social sustainability performance. These
attributes included an independent board of directors, board
diversity, CEO duality, and board size. Based on strong
evidence from our critical review of the literature, this study
proposed an integrated conceptual framework as the first step
in understanding corporate governance and their response to
environmental and social sustainability performance. The
proposed framework, with the presence of diverse board
attributes, will be useful for top management and regulators
who are interested in taking advantage of a balance in
governance structure in implementing environmentally
friendly initiatives, especially in the energy industry.

The board of directors of the energy industry should
enable more effective engagement with investors and other
stakeholders by fostering more active strategies to identify,
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measure, and disclose social and environmental risks.
This will help the energy industry to integrate social and
environmental strategies in their business model to protect
the environment and social well-being. Furthermore, the
board of directors in the energy industry need to participate
in sustainability performance by investing in renewable
energies, reducing GHG emissions, protecting biodiversity,
tackling climate change, and contributing to society by
providing clean, efficient, and reasonable energy for
households and commercial use. Additionally, a balanced
governance structure would demonstrate to companies’
stakeholders that individual corporations are doing their part
to solve society’s social and environmental problems. We
believe our study enriches the literature for an understanding
of the complicated governance structure of corporates and
is thereby useful for academics who are concerned with the
influence of governance structure and environmental change
control targets.

This study, however, has several limitations worth
mentioning. First, this study only conceptually examined
the association between corporate governance attributes
and sustainability performance based on evidence from
literature. Therefore, future studies could contribute to the
current literature by empirically investigating the impact
of corporate governance attributes on the sustainability
performance of corporations. Secondly, the study is
limited to critically reviewing a few corporate governance
attributes (independent directors, board diversity, CEO
duality, and board size). Future studies need to include
other internal and external corporate governance attributes
such as the influence of the sustainability committee and
the director’s interlock on the sustainability performance
of the corporation. Similarly, the director’s interlock could
have large external networks to rapidly capture scare
resources and external market information. Furthermore,
it would be worth exploring other mediating or moderator
variables such as technology, employees’ motivation,
and CSR strategy to strengthen further the board of
directors’ inclination towards the adaptation of sustainable
environmental activities. Nevertheless, even with these
limitations, this study provides several managerial
implications for a corporation’s board and presents future
directions for research to create an empirical model on a
corporations’ governance structure and its environmental
and social sustainability performance.
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