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Purpose : The purpose of this research is to examine and experimentally demonstrate
how foreign ownership and director qualities affect CSR performance, particularly in
the environmental sector. The presence of independent directors, board size, and gen-
der diversity serve as markers of the qualities of the board. The variables controlled in
this study include company size, ROA, ROE, DER, and industry sensitivity.

Method : The study utilizes a sample of 256 companies that are involved in PROPER
on the IDX, except for finance. The data analysis technique used is Ordinary Least
Squares (OLS) using STATA 17.

Findings : The Research results show that only board size can improve CSR perfor-
mance in the environmental field. Meanwhile, gender diversity on the board, inde-
pendent directors, and foreign ownership do not influence the success of CSR in the
environmental field.

Directors; Foreign Ownership Novelty : The study differs from previous research by focusing specifically on corpo-

rate social responsibility performance in the environmental sector. To make sure the
data used to assess CSR performance in the environmental sphere is objective and
quantifiable, the researcher utilises the PROPER score that the firm received from the
Ministry of Environment and Forestry.
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INTRODUCTION

In recent years, there has been significant focus from both academics and practitioners globally on the initia-
tives related to corporate social responsibility (CSR) (Kabir & Thai, 2017; Jouber, 2021; Lin & Nguyen, 2022). This
is particularly true in the wake of major CSR scandals at companies such as BP plc in 2010 and Volkswagen in 2015
(Kabir & Thai, 2017; Lin & Nguyen, 2022). CSR has become a major topic in business research, and this focus has
led to a significant growth in CSR expenditure as well as the creation of CSR reports and research (Malik, 2015;
Shu & Chiang, 2020, Lin & Nguyen, 2022). CSR has evolved from the perspective that it may diminish a company’s
profits to the understanding that it can enhance a company’s success, particularly over the long term (Kumar, 2019).

The majority of scholarly articles that recognise significant benefits of effective CSR performance highlight
better financial performance (Talan & Sharma, 2020; Lin & Nguyen, 2022b), and increase profitability (Hart &
Ahuja, 1996; Lin & Nguyen, 2022b), and competitive advantage (Dienes et al., 2016; Lin & Nguyen, 2022b) for
companies at their place of employment. In addition, after the COVID-19 pandemic and the financial crisis of 2008,
businesses with strong CSR ratings tend to have more stable stock prices and better return on equity (Lins et al.,
2017; Ding et al., 2021; Lin & Nguyen, 2022b). Therefore, in order to improve performance, CSR initiatives need
to be created and executed as part of the business’s strategic plan.

Companies have economic responsibilities to investors, such as raising stock prices and growing earnings,
but they also have social responsibilities. Companies must also satisfy legal responsibilities to the government,
such as paying taxes. If businesses want to be trusted and respected, they must also meet their social obligations.
The volume of literature surrounding corporate social responsibility suggests an increasing interest among firms in
CSR initiatives. Corporate social responsibility in Indonesia is outlined by Law 40 of 2007 about Limited Liability
Companies and Government Regulation 47 of 2012 on the Social and Environmental Responsibility of Limited
Liability Companies.
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According to Article 1 Paragraph 3 of Law Number 40 of 2007, “a corporation is considered socially and
environmentally responsible if it commits to sustainable economic development with the goal of enhancing people’s
quality of life and the environment over the long term.” The firm itself, the neighbourhood, and society at large are
all supposed to gain from this devotion. The main objective of the social and corporate responsibility programme is
to achieve sustainability across all business operations, while carefully weighing economic, social, and environmen-
tal factors. Organisations that implement CSR initiatives can positively influence both societal well-being and envi-
ronmental health. CSR performance denotes the ability of a company to fulfil stakeholder expectations regarding
economic, environmental, and social responsibilities (Carroll, 1979; Lin & Nguyen, 2022b).

In contrast to the previous research, in this study, the researcher looked at CSR performance from an envi-
ronmental perspective where to measure it using the company performance rating assessment program (PROPER)
issued by the Ministry of Environment, especially in Indonesia in the form of 5 color categories starting from gold
as the best ranking, followed by green, blue, red, and for the worst ranking indicated by black. This is intended to
make it easier for the public to find out the existing rankings. PROPER’s evaluation component focuses on assessing
the company’s compliance with laws pertaining to air and water pollution control, hazardous and toxic waste mana-
gement (B3), environmental impact analysis (AMDAL) obligations, the creation of an Environmental Management
System (SML), conservation and resource use, and corporate social responsibility. Previous research in assessing
CSR was measured based on its CSR disclosure and was perspective-based. Earlier studies that used PROPER to
measure environmental performance include Kirana & Darmadji (2013), Sarumpaet et al. (2017), and Chariri et
al. (2019). Cited from www.dunia-energi.com by Tantan (2012), it is mentioned that the granting of the PROPER
award has proven successful in encouraging the improvement of corporate performance in environmental manage-
ment. The PROPER program has been shown to encourage companies to reduce pollution loads and greenhouse
gas emissions, and to motivate them to conduct community development that applies sustainable principles with the
3 bottom lines of development: profit, people, and planet. With the increase in PROPER assessments, it will gene-
rally encourage improved CSR performance as PROPER encourages companies to integrate environmental respon-
sibility into their CSR strategies, increase transparency and accountability, and encourage continuous improvement.

Data from companies on the Indonesia Stock Exchange that participated in PROPER from 2021 to 2023
indicates a consistent annual increase in participation, but companies that received green PROPER ratings dec-
reased in 2023, and blue ratings experienced deals in 2022. During the 3-year observation period, on average, many
companies received a blue rating of PROPER. This shows that the company has met the minimum compliance
requirements on environmental regulations, but without any prominent innovations. Companies that are rated Blue
are seen as entities that meet legal obligations enough, but have not gone further in environmental conservation ef-
forts. A summary of the company’s PROPER ratings on the IDX for the 2021 — 2023 period can be seen in Table 1.

CSR has evolved into a widespread global occurrence. The situation regarding Environmental CSR in Indo-
nesia reveals numerous challenges and shortcomings in the execution of corporate social responsibility, particularly
concerning environmental consequences and the well-being of communities, such as the case of PT Freeport in
managing its mining business which actually results in environmental damage. One of the worst damage was Lake
Wanagon which broke up to three times. This is caused by the careless disposal of large capacity waste. Not inferior
to the case of PT Lapindo Brantas The drilling project carried out made hot mud from the bowels of the earth con-
tinue to come out until it drowned more than 800 hectares of residential areas. Furthermore, the case of PT Medco
waste pollution and bad odors that cause public poisoning, as well as the alleged misuse of CSR funds, highlights
the company’s lack of transparency and accountability.

This research aims to objectively analyse the correlation between environmental CSR performance, charac-
teristics of the board of directors (including size, gender diversity, and the participation of independent directors),
and foreign ownership. The processes of corporate governance, including the board of directors’ makeup and the
extent of foreign ownership, significantly influence the enhancement of CSR performance within the corporate
sector (Lin & Nguyen, 2022a; Lin & Nguyen, 2022b). Pucheta-Martinez & Gallego-Alvarez (2016) characterise
the board of directors as the key decision-makers tasked with resource allocation, engagement in corporate social
responsibility, community strategy formulation, and managing stakeholder interactions within a corporation. This

Table 1. IDX Company PROPER Rating for the 2021 — 2023 Period

PROPER Rating  Score The Quantity of Firms
2021 2022 2023

Gold 5 1 3 9
Green 4 6 10 8
Blue 3 64 59 69

Red 2 6 13 8

Black 1 - - -
Total 77 85 94

Source: The Processed Primary Data (2024)
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implies that a business’s CSR performance is highly influenced by the board’s characteristics, which are a reflection
of the general characteristics of its members, as the board is crucial in determining how the firm makes decisions
(Rupley et al., 2012; Lin & Nguyen, 2022). To ensure that the company meets its CSR goals, the board plays a
crucial role (Mackenzie, 2007; Sektiyani & Ghozali, 2019). Changes in individual values and beliefs can influence
board discussions about CSR disclosures (Hemingway & Maclagan, 2004; Sektiyani & Ghozali, 2019).

The dependency resource theory posits that the connection between female directors on boards and Envi-
ronment, Social, and Governance (ESG) activities can be attributed to distinct characteristics inherent to women
(Nguyen et al., 2015). Research indicates that women exhibit a heightened sensitivity to sustainability initiatives
compared to men, attributed to specific psychological traits such as helpfulness and sensitivity, as well as their
educational backgrounds and professional experiences. Consequently, it appears that skilled women may exhibit a
greater responsiveness to ESG issues compared to men (Arayssi et al., 2016; Menicucci & Paolucci, 2023). Accor-
ding to stakeholder theory, the inclusion of women on the board enhances relationships with stakeholders, leading
to a greater emphasis on environmental and social objectives (Hussain et al., 2018). Liao et al. (2015) highlight
that increased gender diversity brings a wealth of varied perspectives, communication styles, and life experiences,
ultimately enhancing decision-making processes and boosting the overall effectiveness of the board. According to
earlier research, having a diverse mix of genders on boards improves CSR effectiveness (Issa & Fang, 2019; Martin
& Herrero, 2020; Orazalin & Mahmood, 2021; Singh et al. 2024; Herrera et al., 2023; Khatri, 2023). In contrast to
previous studies, Kolsi & Mugqattash (2020), Bananuka et al., (2022), and Lin & Nguyen (2022a) came to the con-
clusion that board gender diversity had no impact on CSR performance.

de Villiers et al. (2011) larger boards are believed to encourage diversity and provide easier access to more in-
formation since directors come from a more diverse variety of backgrounds, experiences, and areas of expertise. In
addition, a larger board could provide better division of labour, which might be critical for enhancing the directors’
capacity to oversee and manage the management team (Beiner et al., 2004; John & Senbet, 1998). A substantial
board of directors may incorporate specialists in environmental issues to provide guidance and assist in navigating
the uncertainties frequently associated with the execution of green initiatives (Martin & Herrero, 2020). Research
by Lin & Nguyen (2022a), Menicucci & Paolucci (2023), Pucheta-Martinez & Gallego-Alvarez (2016), and Jizi et
al. (2014) demonstrates that board size and CSR are positively correlated. On the other hand, Kolsi & Mugqattash
(2020) and Campanella et al. (2021) found that the size of the board of directors did not influence corporate social
responsibility.

Independent directors serve as non-executive members who operate outside the organisation. Consequently,
they are capable of offering more impartial guidance than insiders, as their actions are not influenced by finan-
cial motivations (Martin & Herrero, 2020). Aljifri et al. (2014) suggested that a higher proportion of outside non-
executive directors on the board might improve the board’s ability to monitor management behaviour and lessen
managerial opportunism. According to Haniffa & Cooke (2005) and Kolsi & Mugqattash (2020), the inclusion of
independent members on the board is seen to improve its neutrality and ability to represent many viewpoints about
the company’s role within the community and among stakeholders. The assertion of Johnson & Greening (1999)
that external directors positively influence company social performance is substantiated by evidence. According to
the theoretical justification for these results, independent directors who are more dedicated to meeting stakeholder
expectations may elevate their status and social position, which in turn may increase the possibility that they would
support CSR activities inside the organisation. Since this improves their reputation and social position, independent
directors who are more likely to uphold the firm’s stakeholder commitments also tend to show a stronger commit-
ment to stakeholder responsibility (Haniffa & Cooke, 2005; Kolsi & Mugattash, 2020). According to subsequent
study by Chau & Gray (2010), Jizi et al. (2014), Jizi (2017), Orazalin & Mahmood (2021), Lin & Nguyen (2022a),
and Menicucci & Paolucci (2023), having a large number of independent directors on a board tends to boost trans-
parency and corporate social responsibility performance. Independent directors may not have much of an effect on
corporate social responsibility (CSR), according to research by Singh et al. (2021).

The proportion of a company’s common stock controlled by foreign-status people, corporations, and go-
vernmental bodies is known as foreign ownership (Etha 2010 in Sumilat & Destriana, 2017). Angling (2010) in
Sumilat & Destriana (2017) suggests that when a company engages in contracts with foreign stakeholders regarding
ownership and trade, it is likely to enhance its support for disclosing corporate social responsibility. Companies that
possess a relatively large amount of foreign ownership shares will typically encounter greater issues of information
asymmetry, as this is caused by barriers related to different languages and distant geographical locations, leading
companies to be inclined to disclose or report their information more broadly on a voluntary basis (Sumilat & Dest-
riana, 2017). Sumilat & Destriana (2017), Garanina & Aray (2021) and Lin & Nguyen (2022b) have all conducted
studies that suggest that foreign ownership improves CSR performance. Setiawan et al. (2021) found that foreign
ownership has no effect on CSR.

Agency theory, which studies problems in the interaction between principal and agent because of informati-
on asymmetry and competing interests, is an important theory in this area (Jensen & Meckling, 1976). The board
of directors serves as a mechanism of corporate governance designed to mitigate agency issues by reconciling the
interests of principals and agents. Furthermore, it takes into account the interests of all stakeholders affected by
administrative decisions throughout its oversight efforts (Jain & Jamali, 2016; Lin & Nguyen, 2022a). The board
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is essential in enhancing CSR issues through its oversight of the management team (Jamali et al., 2008; Lin &
Nguyen, 2022a). CSR performance can be linked to agency theory, one of the strategies and agreements among
managers to enhance the company’s social performance. Effective CSR performance is expected to result in more
positive assessments of management, including the board of directors, by stakeholders.

Stakeholder theory broadens the scope of agency theory by asserting that boards must consider the interests
of all stakeholders, rather than focusing solely on shareholders (Freeman, 1984). The board will consider all stake-
holder interests during the monitoring and review of the management team’s decisions. Stakeholder theory posits
that a company functions not merely for its own advantage, but is also obligated to deliver benefits to its stakehol-
ders. Pucheta-Martinez & Gallego-Alvarez (2019) propose that the involvement of the management team in CSR
issues could yield advantages for stakeholders, despite potentially conflicting with the managers’ own interests. Sta-
keholder theory is employed in the empirical literature to elucidate the influence of board qualities on CSR issues
(Bolourian et al., 2021; Lin & Nguyen, 2022a). The better the CSR performance, the more satisfied it will be and
will provide support for the company’s activities to improve performance to achieve profits.

Next, consider the theory of legitimacy. Legitimacy theory reflects a company’s objective to achieve recog-
nition through CSR disclosure, facilitating its acceptance within the community. According to Dowling & Pfeffer
(1975), the notion of legitimacy is concerned with the interplay of businesses and society. This approach emphasi-
ses the need for enterprises that manage natural resources to align with the values of the community. This is owing
to the two parties having a suggested social contract. Expressing social responsibility is one strategy for companies
to obtain community credibility (Ramadhani & Maresti, 2021; Mulansari et al., 2023).

In modern literature, gender diversity is a hotly debated component of board composition, particularly when
it comes to environmental issues (Haque, 2017; Lu & Herremans, 2019; Nuber & Velte, 2021; Orazalin & Mah-
mood, 2021). Research suggests that female directors can enhance board performance, improve financial reporting
accuracy, and promote ethical company practices (Pucheta-Martinez et al., 2016; Lin & Nguyen, 2022a). According
to Putri & Amanah (2024), gender is a term that refers to the difference in male and female characters that related
to nature, status, position and role. With these character differences, it can encourage creative and productive col-
laboration, due to the exploration of various views and ideas from various different gender backgrounds. Agency
theory states that female directors are successful in advancing CSR projects (Pucheta-Martinez et al., 2018; Lin &
Nguyen, 2022a). This is because their qualities are more sympathetic, sensitive, and attentive than those of male
directors, resulting in stronger collaboration (Kim, 2013; Lin & Nguyen, 2022a). In terms of stakeholders and
resource dependency, female directors often advocate for social agendas and provide more diverse perspectives,
expertise, knowledge, and ideas to the company’s board (Arayssi et al., 2016; Elmagrhi et al., 2019; He & Jiang,
2019; Tingbani et al., 2020; Orazalin & Mahmood, 2021). Additionally, female directors prioritise public relations
tactics that support sustainability-related projects meant to improve environmental performance and exhibit a grea-
ter knowledge of stakeholder issues (Cordeiro et al., 2020; Nadeem et al., 2020; Orazalin & Mahmood, 2021; Lin &
Nguyen, 2022a). Stakeholders that want a more environmentally responsible organisation will find female directors
more ecologically conscious (Farida, 2019). Research shows that corporate social responsibility programmes are
positively correlated with a greater number of female directors and a more diverse mix of genders on the board (Lu
& Herremans, 2019; Orazalin & Mahmood, 2021; Singh et al., 2024; Herrera et al., 2023; Khatri, 2023). Thus, the
following hypothesis is put out by this study:

H, : Board gender diversity has a positive impact on corporate social responsibility performance in the environ-
mental sector

Based on the number of current members, the size of the board of directors measures the makeup of a
company’s board (Kolsi & Mugqattash, 2020; Lin & Nguyen, 2022a). Research indicates that larger boards exhibit a
greater diversity of skills, gender, education, and stakeholder representation compared to smaller boards, leading to
enhanced performance and oversight (Laksmana, 2008; Guest, 2009; Orazalin & Mahmood, 2021). The capacity
of the board to monitor and regulate the management group may be enhanced by a larger board since it is simpler
to allocate tasks more efficiently (Beiner et al., 2004; John & Senbet, 1998; Lin & Nguyen, 2022a). Past studies, like
those by Lin & Nguyen (2022a), Menicucci & Paolucci (2023), Pucheta-Martinez & Gallego-Alvarez (2016) and
Jizi et al. (2014), have shown a positive correlation between the two components. A larger board of directors is be-
lieved to have a stronger track record of informing stakeholders about social performance and guiding management
in their pursuit of CSR activities. The following hypotheses are expressed in this study:

H, : The size of the board of directors positively influences corporate social responsibility performance in the
environmental sector

The proportion or percentage of non-executive directors in the board of directors’ total composition is re-
ferred to as the independent director (Lin & Nguyen, 2022a). Independent directors serve as a crucial control and
monitoring mechanism, facilitating effective corporate governance. Agency theory posits that a greater proportion
of independent boards enhances the effectiveness of monitoring and managing management (Jizi et al., 2014;
Orazalin & Mahmood, 2021). The projections indicate that they will be more effective in guiding management
towards actions that enhance long-term business value and transparency (Jizi et al., 2014; Ortas et al., 2017; Lin
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& Nguyen, 2022a). Independent directors, having less involvement in the formulation of corporate strategy and
business practices, are positioned to assess management performance more effectively than executive directors (Jizi
et al., 2014; Jizi, 2017; Lin & Nguyen, 2022a). In contrast to internal directors, independent directors do not get
pay checks depending on how well the business does financially right now. If the company wants better oversight
and control procedures to govern its operations, it needs a larger independent board of directors (Jizi et al., 2014;
Lin & Nguyen, 2022a). Because of the benefits of coordinating the interests of several shareholders, monitoring
management to ensure long-term value, and enhancing transparency, stakeholder theory advocates for the creation
of more independent boards (Birindelli et al., 2018; Jizi et al., 2014; Lin & Nguyen, 2022a). Independent directors
are generally in favour of CSR programmes, according to the research (Johnson & Greening, 1999). Liao et al.
(2015) demonstrated how independent directors may improve the board’s capacity to balance financial and envi-
ronmental goals, as well as short-term and long-term objectives. This can assist managers align their interests with
shareholders’ and stakeholders’. In addition, studies have shown that boards with a large number of independent
directors tend to foster more transparency and social responsibility (Cahyani & Suryaningsih, 2016; Chau & Gray,
2010; Jizi et al., 2014; Jizi, 2017; Lin & Nguyen, 2022; Menicucci & Paolucci, 2023). As a result, this study presents
the hypothesis listed below:

H, : Independent directors have a positive impact on corporate social responsibility performance in the environ-
mental sector

The proportion of shares held by foreign entities as a percentage of all outstanding shares is known as fo-
reign ownership according to Cahyani & Suryaningsih (2016). Decisions about strategy, performance, and values
are all profoundly affected by a company’s ownership structure (Garanina & Aray, 2021; Ardiyanto & Prasetiono,
2011; Setiawan et al., 2021). According to the findings of Garanina & Aray (2021), Setiawan et al. (2021), and Lin
& Nguyen (2022b), there is a positive correlation between foreign ownership and CSR performance. Amran and
Haniffa (2011) in Kolsi & Mugqattash (2020) posited that firms competing for resources internationally or depen-
ding on foreign shareholders are inclined to align their communication of CSR activities with the expectations of
these investors. This strategy aims to retain existing investors while also appealing to potential new ones. A notable
correlation was identified between sustainability reporting and the percentage of foreign share ownership (Kolsi
& Mugqattash, 2020). According to agency theory, foreign shareholders can monitor management actions through
greater control mechanisms, such as complicated audit procedures and frequent reporting systems (Zaid et al., 2020;
Lin & Nguyen, 2022b). This reduces agency costs while increasing firm performance (Lin & Nguyen, 2022b). Fo-
reign investors frequently request that firms prioritise CSR efforts (Aksoy et al., 2020; Lin & Nguyen, 2022b). As a
result, this study presents the following hypothesis:

H, : Foreign ownership has a positive impact on corporate social responsibility performance in the environmen-
tal sector

RESEARCH METHODS

This study’s population comprises all enterprises that are registered on the IDX and have participated in the
Ministry of Environment and Forestry’s PROPER project during the period from 2021 to 2023. Purposive samp-
ling was the method used to choose samples from the population. Purposive sampling is a technique for choosing
samples according to predetermined standards, guaranteeing that the selected population members meet certain
requirements. The unit of analysis in this study consists of 256 issuers, selected based on specific criteria between
2021 and 2023. Table 2 presents the selection details, followed by a description of the criteria used to determine the
sample:

1. Every business that was listed on the IDX between 2021 and 2023, except those in the banking and financial
institution industries;

2. Companies who participated in the 2021-2023 Corporate Performance Rating Assessment Programme in Envi-
ronmental Management (PROPER).

This research employs quantitative approaches and secondary data collection. This study also employs panel
data with the unbalanced panel approach, in which each research object has a distinct amount of time units from
the others (Sthombing, 2021). The annual report, along with the sustainability report included within it, functions

Table 2. Results of Company Sample Criteria by Year

Number Year Unit of Analysis
1. 2021 77
2. 2022 85
3. 2023 94
Total company 256

Source: The Processed Primary Data (2024)
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Variabel

Mnemonics

Role

Measurement

CSR performance in

the environmental
sector

Board Gender
Diversity

Board of Directors
Size

Independent
Director

Foreign Ownership

Firm Size

Return on Asset
Return on Equity

Debt Equity Ratio
Industry Sensitivity

CSRP

BGD

BDS

IND

FOWN

FSIZE

ROA

ROE

DER
INSV

Dependent

Independent

Control

PROPER rating by providing the following score assess-
ments:

a. Score 5 for companies with a GOLD rating

b. Score 4 for the GREEN rating

c. Score 3 for BLUE rating

d. Score 2 for RED rating

e. Score 1 for BLACK rating

Gold indicates that the company has exceeded environmen-
tal management criteria and is committed to the creation of
a sustainable society.

Green means the company has developed an environmen-
tal management system and made efficient use of resources
above and above the regulations, so efficiently fulfilling its
social obligation.

The categorization of a company’s environmental manage-
ment as blue indicates full compliance with all applicable
regulations.

If the company takes environmental management measures
in accordance with applicable legislative provisions, then it
is considered red.

A company’s actions or inactions labelled as “black” indi-
cate a deliberate violation of regulations, resulting in pollu-
tion or environmental damage.

(Sarumpaet et al., 2017; Chariri et al., 2019)

The overall number of directors was correlated with the pro-
portion of female directors as noted by (Kolsi & Mugattash,
2020).

Total count of directors (Kolsi & Mugqattash, 2020; Lin &
Nguyen, 2022a).

The count of non-executive directors classified as indepen-
dent (Lin & Nguyen, 2022a)

The fraction of outstanding shares owned by investors out-
side of the country relative to the total number of shares (Ca-
hyani & Suryaningsih, 2016)

Ln of total assets (Martin & Herrero, 2020)

The proportion of net income to total assets (Lin & Nguyen,
2022a)

The proportion of a company’s nett income relative to its
total shareholders’ equity (Menicucci & Paolucci, 2023)

Ratio of total debt to own capital (Kolsi & Mugqattash, 2020)

Assign a value of 1 if the company operates within eco-sen-
sitive sectors, and a value of 0 if it does not. The sectors that
exhibit the highest level of environmental sensitivity include
oil and gas, basic materials, manufacturing, and utilities.
Other sectors apart from those mentioned above are consid-
ered to be less sensitive industries (Lin & Nguyen, 2022a).

as the primary source of research data. The data is available via OSIRIS data, the PROPER website (https://pro-
per.menlhk.go.id), and the Indonesia Stock Exchange website (www.idx.co.id).

The success or failure of CSR initiatives is the focus of this research. Here, the independent variables include
things like the number of independent directors, the board’s size, the board’s gender diversity, and the proportion of
foreign ownership. Industry sensitivity, company size, return on assets (ROA), debt equity ratio (DER), and return
on equity (ROE) are all factors that the research uses as control variables. You may get the values of these variables

in Table 3.

The examination of the data for this research involves applying multiple linear regression techniques to test
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Table 4. Result of Descriptive Statistical Tests

Variable Obs Mean  Std. Dev. Min Max
CSRP 252 3.10 0.63 2 5
BGD 256 0.12 0.17 0 0.75
BDS 256 5.33 2.29 2 15
IND 256 0.63 0.38 0 1

FOWN 255 0.31 0.33 0 0.998
FSIZE 256 26.92 4.39 13.30 32.67
ROA 256 0.04 0.36 -5.39 0.59
ROE 255 0.11 0.22 -0.94 1.42
DER 256 0.75 1.02 -4.86 5.64
INSV 256 0.20 0.40 0 1

Source: The Processed Primary Data (2024)

all four hypotheses (H,, H,, H,, and H)) utilising panel data. In Stata version 17, the examination of the direct ef-
fect of variables is conducted through Ordinary Least Squares (OLS). The regression model used in this study is
presented in Equation 1 as follows:

CSRP = a + B, (BGD) + B, (BDS) + B, (IND) + B, (FOWN) + B, (FSIZE) + B, (ROA) + B, (ROE)
+ By (DER) # By (INSV) # € evveeuereeeremeressaeesessaeessssessessesesessesessse s sesess e 1

RESULTS AND DISCUSSIONS

Table 4 shows that the CSRP value proxied by the PROPER rating has the lowest score (2 with a red rating)
and the best score (5 with a gold rating). The data indicates variations, presenting a mean value of 3.10 for the
CSRP variable, which exceeds the standard deviation of 0.63. Additionally, the data reveals a consistent pattern
regarding the gender diversity variable on boards, indicated by an average value of 0.12 and a standard deviation
of 0.17. With a mean of 5.32 and a standard deviation of 2.29, the data shows variety in the board of directors’
composition, which may range from two to fifteen members. With a mean of 0.63, above the standard deviation
of 0.38, and a maximum of one person, the independent directors variable shows diversity in the data. The foreign
ownership variable’s mean value of 0.31, which is less than the standard deviation of 0.33, indicates that the data is
comparatively stable and has a small volatility.

Table 5 shows that each variable’s mean value grew from 2021 to 2023. Unless the foreign ownership variable
reduces by 2023. The following test is the pairwise correlations test. The pairwise correlations test is designed to
guarantee that the model does not exhibit multicollinearity. In a regression model, multicollinearity is a condition
of linear relationships between one independent variable and another. Examining the correlation coefficient, which
should not exceed 0.8, is one method of determining if multicollinearity exists (Gujarati, 2003). Table 6 shows
that no independent variables in any model exhibit multicollinearity, since all of them have correlation coefficients
below 0.8. Since the model’s independent variables do not seem to be associated with one another, the results may
be biassed.

With the help of STATA version 17, we will conduct an Ordinary Least Squares (OLS) analysis to test the
study’s premise. In order to put the previously stated theory to the test empirically, hypothesis testing is used. Board
size has a substantial impact on CSR performance at thel%, 5%, and 10% levels, as seen in Table 7. The study also
failed to find a correlation between CSR outcomes and factors like gender diversity on the board, the number of
independent directors, or the proportion of foreign ownership. At the 1% and 5% levels, corporate size has a consi-
derable impact on CSR performance as a control variable. At the 5% level, the ROE variable had a substantial effect
on CSR performance, as did the industry sensitivity variable at the 1% level. Meanwhile, neither the ROA nor the
DER control variables affected CSR.

The results of a second analysis of CSR performance using other metrics are shown in Table 8. Board gender
diversity (BGD), board size (BDS), independent directors (IND), foreign ownership (FOWN), and corporate social
responsibility performance in the environmental field (CSRP) are all covered in this area. According to our analysis

Table 5. Statistical Test Results by Year
CSRP BGD BDS IND FOWN FSIZE ROA ROE DER  INSV
2021 3.04 0.12 5.26 0.61 0.32 26.80 0.057 0.136 0.624 0.23
2022 3.04 0.12 5.32 0.63 0.33 26.91 0.014 0.106 0.713 0.20
2023 3.22 0.13 5.36 0.65 0.28 27.03 0.054 0.096 0.886 0.17
Source: The Processed Primary Data (2024)
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Table 6. Results from Pairwise Correlations Test
Variables (1) (2 3 4 (5 (6) ) (¥ (&) 10)
CSRP 1.000
BGD -0.042 1.000
BDS 0.177*  -0.062 1.000
IND 0.019  0.181*  -0.033 1.000
FOWN  -0.094 -0.019 0.004 0.047 1.000
FSIZE 0.150 0.159  0.217* -0.117 -0.207* 1.000
ROA 0.061 -0.112  -0.017 -0.066  0.099 0.078 1.000
ROE 0.142 0.186* 0.111 -0.011  0.205* 0.119  0.221*  1.000
DER -0.019  0.107 0.161*  0.065 0.040 0.103 -0.017  -0.070 1.000
INSV 0.536* -0.049  0.064 0.088 -0.038  -0.058 0.068 0.056  -0.025 1.000

* shows significance at p<.01

Source: The Processed Primary Data (2024)

of columns (1) through (3), a 10% CSRP was linked to a size-related positive effect of the board of directors on
the firm’s performance. There is some evidence that companies with more directors on the board are better at CSR
performance. The findings of this robustness test suggest that a number of factors, including foreign ownership, in-
dependent directors, board size, and gender diversity, all have a complex impact on CSR effectiveness. Furthermore,
there is a consistent enhancement in CSR outcomes associated with a larger board of directors.

Board Gender Diversity and Corporate Social Responsibility Performance in the Environmental Sector

Hypothesis 1, which claims that the gender diversity of councils improves CSR performance in the environ-
mental sector, is rejected. Based on descriptive statistical data, The average representation of female directors on
boards stands at approximately 12.3%, with a notable peak of around 13.1% observed in 2023. Singh et al. (2021)
suggest that the representation of female directors on the board is minimal and that this lack of representation does
not influence CSR policy. Compared to developed countries, boards of directors in this region exhibit a notably
higher representation of women in senior management positions. Women continue to face significant barriers in
accessing executive positions and contributing to company goals, largely due to enduring gender stereotypes and
prejudice (Galbreath, 2011; Issa & Fang, 2019). As a result, the quota of female directors on boards of directors in
charge of CSR must be enhanced (Yaseen et al., 2018). Previous studies corroborating these findings include Kolsi
& Mugattash (2020), Bananuka et al., (2022), and Lin & Nguyen (2022a). However, contrary to the findings of Issa
& Fang (2019), Martin & Herrero (2020), Orazalin & Mahmood (2021), Singh et al., (2024), Herrera et al., (2023),
and Khatri (2023), a more diverse board, including more women on it, is associated with more effective corporate
social responsibility (CSR) activities.

The Size of the Board of Directors and the Performance of Corporate Social Responsibility in the Environmen-
tal Sector

There is a favourable correlation between board size and CSR success in the environmental sector, according
to the second hypothesis. According to descriptive statistics, there should be no more than fifteen directors and
no less than two. According to OJK Regulation Number 33 of 2014, every public business must have at least two
board members, one of whom serves as president director or managing director (Otoritas Jasa Keuangan, 2014).
This demonstrates that board members’ engagement in the company is significant enough to impact the policy of
implementing CSR activities. The extensive board of directors provides further information. The board of direc-
tors demonstrates proficiency in addressing various areas, including gender, educational background, skill set, and
work experience. Furthermore, it strengthens and improves the monitoring function, which is particularly crucial
for CSR programmes and the advancement of sustainable performance. Management seeks to obtain legitimacy
from stakeholders, which aligns with the principle of legitimacy, thus providing a rational basis for this approach.
The board of directors occupies the highest position within any organisation, and their responsibility is to verify the
legitimacy of all participants involved (Mulansari et al., 2023). Previous research, including Lin & Nguyen (2022a),
Menicucci & Paolucci (2023), Pucheta-Martinez & Gallego-Alvarez (2016), and Jizi et al. (2014), A correlation has
been identified between a larger board and improved CSR outcomes. According to other studies, board size has
little impact on CSR performance (Yaseen et al., 2018; Campanella et al., 2021; Orazalin & Mahmood, 2021; Kolsi
& Mugqattash, 2020).

Independent Director and Corporate Social Responsibility Performance in the Environmental Sector

This finding contradicts the third hypothesis, which held that independent directors do not improve envi-
ronmental CSR performance. These findings are likely to encourage more CSR initiatives among companies, even
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Table 7. OLS regression findings of CSR Performance Table 8. Robustness Test Using GLS

) 2 3 1) 2 3
CSRP CSRP CSRP CSRP CSRP CSRP
Intercept 2.147%** 2.252%%* 2.885%** Intercept 2.147%%* 2.252%%%* 2.885%**
(9.562) (9.827) (21.940) (9.408)  (9.810)  (23.073)
BGD -0.234 -0.211 -0.147 BGD -0.234 -0.211 -0.147
(-1.188) (-1.039) (-0.721) (1.171)  (-1.030)  (-0.628)
BDS 0.028** 0.029* 0.048*** BDS 0.028** 0.029** 0.048***
(1.996) (1.924) (3.042) (1.973) (1.985) (2.851)
IND -0.005 0.008 0.060 IND -0.005 0.008 0.060
(-0.059) (0.085) (0.541) (-0.063) (0.086) (0.577)
FOWN -0.094 -0.115 -0.186* FOWN -0.094 -0.115 -0.186
(-0.989) (-1.244) (-1.967) (0.926)  (-1.112)  (-1.565)
FSIZE 0.022%** 0.021** FSIZE 0.022%** 0.021%**
(2.690) (2.556) (2.811) (2.679)
ROA -0.032 -0.015 ROA -0.032 -0.015
(-1.007) (-0.494) (-0.355) (-0.162)
ROE 0.329** 0.301** ROE 0.329** 0.301*
(2.512) (2.310) (2.130) (1.903)
DER -0.028 -0.018 DER -0.028 -0.018
(-1.225) (-0.752) (-0.890) (-0.552)
INSV 0.837*** 0.821*%** INSV 0.837*%** 0.821***
(7.814) (7.382) (10.534) (10.084)
Year effect Yes No No N 250 250 251
Adj.R2 0.35 0.32 0.03 010 005, o penon
N 250 250 251 Source: The Processed Primary Data (2024)
F-stat 8.377 8.797 3.984

£ statistics in parentheses
*p<0.10, ** p<0.05, *** p<0.01

Source: The Processed Primary Data (2024)

though they contradict the stakeholder theory, which holds that boards should have more autonomy in order to
align the interests of various stakeholders, supervise management for long-term value, and improve transparency
(Birindelli et al., 2018). The insignificance of the study’s findings could be attributed to the independent director’s
concentration on enhancing the company’s profitability, given that CSR activities incur costs when implemented.
The corporation may have engaged in CSR activities, but the average corporate CSR performance remains below
the green standard (score 4). Singh et al. (2021) along with various earlier studies have demonstrated comparab-
le findings. However, this contradicts the findings of multiple studies, such as those conducted by Chau & Gray
(2010), Jizi et al. (2014), Jizi (2017), Orazalin & Mahmood (2021), Lin & Nguyen (2022a), and Menicucci & Pa-
olucci (2023), which all came to the conclusion that increased independent director representation on boards of
directors improves CSR performance and openness.

Foreign Ownership and Corporate Social Responsibility Performance in the Environmental Sector

The fourth hypothesis, indicating that foreign ownership positively influences environmental CSR perfor-
mance, lacks support. The findings of the study appear to be minimally influenced, as only approximately 30.6% of
the sample’s shares were held by foreign entities relative to the total shares outstanding, and the overall average CSR
performance has not increased but has been implemented, resulting in a non-significant relationship. These findings
contradict the stakeholder approach, which contends that foreign ownership has better expertise and understanding
of corporate social issues, making it more likely to demonstrate social responsibility (Mulansari et al., 2023). This
study’s findings are consistent with those of Cahyani & Suryaningsih (2016), Julekhah & Rahmawati (2019), Kolsi
& Mugattash (2020), and Lin & Nguyen (2022b). In contrast to the findings of Setiawan et al. (2021), It has been
identified that CSR gains advantages from foreign ownership.
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Control Variables

The size of a company is a variable that may influence its CSR performance, serving as a control variable in
the analysis. Kolsi & Mugqattash (2020), Setiawan et al. (2021), and Singh et al. (2021) arrive at comparable conclu-
sions. Enhancing return on equity positively influences corporate social responsibility scores. This runs counter to
Kolsi & Mugattash’s (2020) study, which found no relationship between CSR and return on equity. Consequently,
CSR performance benefits from industry sensitivity (Lin & Nguyen, 2022b). According to research by Lin & Ngu-
yen (2022a) and Jizi et al. (2014), CSR performance is unaffected by the debt-to-equity ratio. The return on asset
variable does not significantly impact CSR performance, as shown in Lin & Nguyen (2022a) and Lin & Nguyen
(2022b) studies.

CONCLUSIONS

Through the lenses of agency theory, stakeholder theory, and legitimacy theory, this research aims to inves-
tigate and improve our knowledge of CSR performance in Indonesia’s environmental sector. It will examine board
attributes such as independent directors, size, gender diversity, and the effect of foreign ownership. Companies listed
on the Indonesia Stock Exchange that engage in PROPER and achieve an environmental sector CSR performance
score of 3 (blue rating) for the period 2021-2023 demonstrate, through descriptive statistical analysis, their adheren-
ce to environmental management in accordance with applicable regulations. However, it receives a score of 4 due to
the company’s CSR practices not being environmentally friendly. The results of the regression analysis indicate that
a bigger board of directors can lead to higher CSR performance in the environmental sector. It is more probable that
management would engage in CSR initiatives and provide stakeholders enough information about the company’s
social and environmental performance if there are more directors on the board. The impact of environmental CSR
remains unchanged regardless of the presence of female directors, independent shareholders, or foreign ownership.
Here are some suggestions and a rundown of the research’s shortcomings: The major focus of this research is the
perspective of the board of directors on how corporate social responsibility (CSR) affects environmental performan-
ce. To expand upon this study, future research may compare and contrast the boards of directors and commissio-
ners. Law No. 40 of 2007, which governs Indonesian Limited Liability Companies, established a two-tier corporate
governance system, clearly defining a hierarchical separation. The Board of Directors is in charge of running the
company, while the Board of Commissioners oversees its activities. The organization’s highest governing body is
the Board of Commissioners. As a result, this study will be able to demonstrate a more comprehensive approach,
particularly a board that performs executive responsibilities and oversight simultaneously in the research setting.
Second, this study exclusively considered foreign ownership data to calculate CSR performance. This research can
be expanded to include institutional ownership and management. Thus, this study will be able to show the impact
of ownership structures in public companies on CSR performance in the environmental sector. Third, this study
uses the PROPER rating to measure the performance of CSR in the environmental sector. Further research can use
other and comprehensive measurements in assessing CSR performance and measurable.
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