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1 | INTRODUCTION

The environmental and social responsibility of multina- ing

Jacinta Nwachukwu® | Collins G. Ntim*?

Abstract

The study examines the impact of board committee indexes on the relationship
between Environmental, Social, and Governance (ESG) disclosure, and
accounting- and market-based performance measures of multinational enter-
prises (MNEs). Using quantile regression analysis and a large balanced panel
data of 500 multinational companies operating in 40 countries from 2009 to
2019 (i.e., 5500 firm-year observations), we uncovered the following significant
associations: (i) a positive relationship between ESG disclosure and accounting
performance indicators for large-sized MNEs, but this relationship is counter-
acted by the negative influence of the audit and sustainability committee
indexes; (ii) the association between market-based performance outcomes and
ESG disclosure is positively affected by the compensation, nomination, and
sustainability committee indexes, while it is negatively influenced by the audit
committee index; (iii) the combined board committee index has varying
impacts on the connection between the components of ESG disclosure, and
accounting and market-relevant performance metrics for different sizes of
MNESs; and (iv) while the audit and sustainability committee indexes exert neg-
ative effects on the relationship between the components of ESG disclosure
and performance measures, these effects are countered by the positive moder-
ating impacts of the compensation and nomination committee indexes. The

study concludes by discussing the policy implications of these results.
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significantly impact corporate financial performance and
shareholders’ value, such as setting executive pay, engag-
external auditors, and hiring CEOs (Kolev

tional enterprises (MNEs) is primarily influenced by their
governance practices at the firm level, which involve the
composition and duties of directors and board standing
committees (Dam et al., 2007). These board sub-
committees make critical business decisions that

et al.,, 2019; Puni, 2015). Therefore, board committees
serve as essential internal governance mechanisms for
aligning executives’ motives with shareholders’ interests
(Alhossini et al.,, 2021; Elmghaamez & Ntim, 2016;
Hermalin & Weisbach, 2003). As a result, large sized
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MNEs are expected to maintain optimal board committee
arrangements, leading to higher and better-quality finan-
cial outcomes. Specifically, efforts to enhance the func-
tioning of board committees generally involve policies
that ensure: (i) a greater number of integrated board
commiittees; (ii) a higher proportion of outside directors;
(iii) longer board membership tenure; and (iv) a larger
quantity and quality of publicly released information
(Chen & Wu, 2016; Ntim, 2013).

Most previous studies have focused solely on the rela-
tionship between publicly released environmental, social,
and governance (ESG) information and a single form of
board committee. However, the governance practices of
the audit and sustainability committees have recently gar-
nered notable attention. For instance, some studies have
reported a significant positive association between the
audit committee and ESG disclosure (Achim &
Borlea, 2015; Arif et al.,, 2021; Buallay & Al-Ajmi, 2019;
Dwekat et al., 2020; Garas & ElMassah, 2018; Raimo
et al., 2021), while others have observed a negative link
(Suttipun, 2021; Xie et al., 2018). Similarly, contradictory
associations between sustainability committees and ESG
disclosure have been reported (Baraibar-Diez &
Odriozola, 2019; Eberhardt-Toth, 2017; Elmaghrabi, 2021;
Saeed et al., 2021).

As a potential solution to this ambiguity, Fatemi et al.
(2018) recommended, including firm governance mecha-
nisms, such as board committees, as moderating variables
in empirical studies. This recognition suggests that such
arrangements could mitigate the negative consequences
associated with the additional costs of ESG reporting.
Furthermore, Samans and Nelson (2022) highlighted that
companies with high ESG rating scores are better able to
align their mission strategies with ESG-related risks.
Consequently, recent studies have incorporated corporate
governance standards as moderating variables in the
association between ESG disclosure and financial perfor-
mance. Notably, researchers have examined the effects of
various factors, including board of directors’ characteris-
tics (Albitar et al., 2020; Al-Hiyari et al., 2023; Duque-
Grisales et al., 2020; Rossi et al., 2021; Velte, 2019; Zahid
et al., 2022), employee board representation (Nekhili
et al., 2021), CEO's power (Velte, 2021), size and industry
sensitivity (Zaiane & Ellouze, 2022), market competition
(Vural-Yavas, 2021), board sustainability committee
(Orazalin et al., 2023), and external institution gover-
nance mechanisms (Nguyen et al., 2021), among others,
on the ESG disclosure—financial performance nexus.

More specifically, Samans and Nelson (2022) exam-
ined how the effectiveness of audit committee functions
guarantees that ESG standards are accurately reflected in
a company's published reports. The implication of this is
that equity investors and other stakeholders have a true

picture of the company's ESG credentials, which can
have an associated impact on financial outcomes. Fur-
thermore, Tumwebaze et al. (2021) emphasised the con-
nection between financial performance and audit
committee monitoring characteristics to ensure that com-
panies comply with ESG regulations. Al-Shaer and
Zaman (2019) investigated how compensation commit-
tees’ governance systems for setting management pay
incentivised executives to prioritize the achievement of
stated ESG initiatives, leading to improvements in finan-
cial performance indicators. Similarly, Martinez-Ferrero
et al. (2021) investigated the indirect role of sustainability
committee characteristics as the mediating variable in
the relation between board diversity and selected ESG
performance indicators. Additionally, Uyar et al. (2021)
employed sustainability committee characteristics as
moderating variables in the association between CEO
duality and sustainable growth outcomes. Furthermore,
studies by Friede et al. (2015), Sarhan et al. (2019),
Baraibar-Diez and Odriozola (2019), Duque-Grisales and
Aguilera-Caracuel (2021), Mughal et al. (2020), and Velte
and Stawinoga (2020) incorporated the intermediating
role of international diversification of business operations
and the number and interconnectedness of board com-
mittees existing in an enterprise.

Therefore, it is essential to ascertain the robustness of
the relationship between ESG disclosures and financial
performance by examining multinational firms listed on
the major international financial markets. Such a study
should validate the interaction effect of optimal board
standing committees and the generalizability of the find-
ings. However, most of the existing ESG literature has
neglected the attenuating effect of optimal board commit-
tee structures when considering the responsiveness of
financial performance outcomes to ESG disclosures.
Hence, the aim of the current study is to examine the
sensitivity of the relationship between ESG and financial
performance of listed MNEs to the moderating impact of
both individual and combination of the following four
board committees: (i) audit; (ii) compensation;
(iii) nomination; and (iv) sustainability committees. The
hypothesis is that the presence of these board standing
committees, as well as their aggregation, acts as an effec-
tive moderating factor that significantly alters the
strength and direction of the relationship between ESG
disclosure and corporate financial performance.

To sum up, this study investigates the impact of board
committee indexes on the relationship between ESG dis-
closure, and accounting and market-based performance
measures of MNEs. The study utilises quantile regression
methods to control for the disparity in ESG disclosure
scores and financial performance indicators among the
selected MNEs. The results indicate that the combined
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board committee index has a significantly positive impact
on the relationship between ESG disclosure and account-
ing measures for large-sized MNEs. However, the audit
and sustainability committee indexes negatively affect
the relationship between ESG disclosure and accounting
performance indicators. On the other hand, the functions
of the compensation and nomination committees posi-
tively influence the relationships between ESG disclosure
and market-based performance metrics, while the quality
of audit committee governance has an adverse effect. The
combined board committee index also has varying effects
on the relationship between individual ESG disclosures
(ENVD, SOCD, and GOVD), and accounting and market-
related measures, depending on the size of the MNEs.
The compensation committee index positively influences
the relationship between ESG disclosure components and
accounting performance measures for large-sized MNEs,
while the nomination committee index positively affects
the relationship between ESG disclosure components and
market-related performance outcomes. Overall, the find-
ings highlight the significant impacts of individual board
committees and their integration on the relationship
between ESG disclosure and financial performance of
MNESs, emphasising the importance of considering the
role of board committees in promoting transparency and
enhancing accountability in ESG reporting.

Therefore, this paper contributes to the literature on
the association between ESG disclosure and financial
performance in three main ways. First, it expands on
previous studies by including four board committees
(audit, compensation, nomination, and sustainability
committees) that are recognised as important drivers of
ESG standards and risk in MNEs by international stock
market regulators. Second, the sample used in the study
comprises the largest multinational corporations continu-
ously listed on major global stock markets over an
11-year period, providing reliable evidence of the benefits
of utilising optimal interconnected board standing com-
mittees to reduce the costs of ESG information disclosure
across different markets. Finally, the study employs indi-
vidual board committee indexes and their aggregation as
moderating variables in a quantile regression model, con-
sidering the individual weights of governance mecha-
nisms and using a more robust index compared to
previous studies.

The remainder of the paper is organised as follows:
Section 2 discusses the theoretical concepts underlying
the study. Section 3 reviews the empirical literature on
the moderating effect of the four board standing commit-
tees on the ESG-financial performance relationship.
Section 4 outlines the research methodology, including
data sources, sample distribution, model specification,
and estimation techniques. Section 5 presents descriptive

statistics and empirical results. Finally, Section 6 con-
cludes with a brief discussion of policy recommendations,
limitations, and areas for future research.

2 | THEORETICAL FRAMEWORK

The literature on the relationship between ESG disclo-
sure and firm performance often draws on three theoreti-
cal perspectives: agency theory; stakeholder theory; and
resource-based theory. In this section, we will discuss
each of these theories and apply them to develop our
hypotheses and interpret the empirical findings.

2.1 | Agency theory
Agency theory, popularised by Jensen and Meckling
(1976), suggests that management tends to prioritize
short-term earnings over long-term sustainable outcomes
due to a misalignment of goals between management
(agent) and shareholders (principal). To bridge this gap,
firms disclose financial and non-financial information to
shareholders, minimising the agency costs (Albitar
et al., 2020; Alsayegh et al., 2020; Romano et al., 2020).
Drawing on agency theory, influential board commit-
tees play a crucial role in enhancing the link between
ESG disclosure and firm performance. These committees
should consider the expertise, independence from man-
agement, and activities of their members (Abidin
et al., 2009; Alhossini et al., 2021). Additionally, Ntim
(2015) found a positive association between board ethnic
diversity and stock market valuation, while Ntim (2013)
reported that board monitoring committees, such as
audit, nomination, and remuneration committees, have a
positive impact on firm value. This is because these com-
mittees consist of independent and expert members who
can monitor executive directors’ activities, thus enhanc-
ing the financial performance of firms. Furthermore,
Muchemwa et al. (2016) observed that larger board com-
mittees with diverse and independent directors can sig-
nificantly reduce agency costs by providing better access
to external resources. Previous studies by Carter et al.
(2010) also noted that board committees with diverse and
independent members possess better information to
advise management and exhibit a high level of ESG dis-
closure. Consequently, studies by Khan and Rehman
(2020) and Hu et al. (2020) emphasised that the presence
of board committees is essential for controlling manage-
ment behaviour, improving transparency, and mitigating
the principal-agent problem. The contributions of such
governance structures should ultimately lead to better
financial outcomes. Therefore, agency theory provides a
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foundation for our hypotheses regarding the impact of
board committees on the relationship between ESG dis-
closure and firm performance.

2.2 | Stakeholder theory

Stakeholder theory posits that firms disclose their finan-
cial and non-financial information to meet the require-
ments of various stakeholders (Ahmad et al.,, 2021;
Albitar et al., 2020; Atan et al., 2018). Singh et al. (2018)
argue that firms should establish a network of board
standing committees to ensure that their executives focus
on strategic issues and protect the interests of stake-
holders beyond their majority shareholders. Hamman
et al. (2010) support this argument by stating that compa-
nies can cultivate positive relationships with different
stakeholder groups through social and governance activi-
ties. These activities can lead to indirect benefits, such as
improved public relations, a stronger corporate brand,
and access to a larger pool of capital, ultimately resulting
in higher financial returns. Therefore, Hamid and
Ibrahim (2020) recommend the establishment of a sepa-
rate sustainability committee to oversee strategic environ-
mental and governance practices.

Luoma and Goodstein (1999) suggest that the legal
system and firm size create variations in board repre-
sentation of stakeholders. However, these variations do
not affect stakeholder representation on standing board
committees. According to stakeholder theory, board
directors should consider the interests of all stake-
holders, rather than solely focusing on maximising
shareholder value. This can be achieved by modifying
corporate governance structures and legislation to
engage diverse stakeholders in equity, economic, and
political decisions (Freeman & Reed, 1983). Therefore,
corporate governance mechanisms should include sus-
tainability committees to enhance board effectiveness
and maximise value for all stakeholders (Money &
Schepers, 2007). To be influential, the arrangements of
board committees should encompass two categories:
monitoring committees (audit, compensation, and nom-
ination committees) and advisory/productivity commit-
tees (finance, investment, and strategic committees,
including corporate social responsibility) (Klein, 1998).
By integrating these subcommittees into the board
structure, firms can develop their governance systems
to satisfy the interests of multiple stakeholders (Ayuso
et al., 2014). According to the stakeholder philosophy,
firms with effective monitoring and strategic commit-
tees are more likely to monitor managers' decisions to
ensure alignment with the interests of diverse stake-
holders (Sarhan & Al-Najjar, 2022).

2.3 | Resource-based theory

Resource dependence theory can provide insights into
how board committees can moderate the relationship
between ESG disclosure and financial performance by
mitigating resource dependencies. According to this the-
ory, organisations rely on external resources to survive
and thrive, and their ability to access and manage these
resources is crucial for their performance (Ntim &
Soobaroyen, 2013; Pfeffer & Salancik, 1978).

By applying resource dependence theory to the con-
text of ESG disclosure, board committees can be seen as
mechanisms that help organisations manage their rela-
tionships with external stakeholders and access necessary
resources. These committees can enhance transparency,
accountability, and stakeholder engagement, which are
essential for managing ESG-related risks and opportuni-
ties (Mallin & Michelon, 2017; Wu, 2018).

Furthermore, board committees can influence the
allocation and utilisation of resources within organisa-
tions, including financial, human, and social capital,
which are important for implementing ESG initiatives
effectively (Wang et al., 2020). For example, the compen-
sation committee can design incentive systems that align
executives' behaviours with ESG goals, encouraging the
allocation of resources towards sustainable practices
(Cheng et al., 2021). The audit committee can provide
oversight on ESG-related reporting and ensure the accu-
racy and reliability of disclosed information, thereby
enhancing organisations' credibility and reputation with
stakeholders (Hooghiemstra et al., 2019).

The nomination committee can play a role in board
composition by selecting directors with relevant expertise
and diverse perspectives on ESG matters, enabling orga-
nisations to access valuable knowledge and networks to
support their ESG initiatives (Frynas et al., 2018). Finally,
the sustainability committee, when present, can have a
specific focus on managing ESG issues and integrating
them into strategic decision-making processes (Michelon
et al,, 2019). Hence, these board committees, through
their roles and functions, can moderate the relationship
between ESG disclosure and financial performance by
facilitating effective resource management, stakeholder
engagement, and strategic alignment with ESG goals.

Resource-based theory, introduced by Barney (1991),
examines how firms' resources are linked to their com-
petitive advantage. Recent studies by Branco and
Rodrigues (2006), Ahmad et al. (2021), and Abdi et al.
(2022) have recognised the relevance of resource-based
theory in explaining the competitive financial benefits
experienced by large firms that actively engage in ESG
issues. According to these studies, it is argued that large
MNEs are more likely to integrate ESG evaluation into
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their board governance practices. This governance struc-
ture can enhance their global competitive advantage and
reduce the cost of equity capital (Mohammad &
Wasiuzzaman, 2021). Resource-based theorists propose
that companies with high-quality internal resources,
including skilled and knowledgeable board committee
members, are more likely to achieve positive environmen-
tal and social performance outcomes (Abdi et al., 2022;
Ahmad et al., 2021).

Consequently, optimising the number of board com-
mittees with members possessing relevant expertise is
expected to enhance ESG disclosure and contribute to
improvements in corporate financial performance. This
suggests that firms that effectively leverage their internal
resources through the composition and functioning of
board committees can achieve a competitive edge in
terms of ESG and financial performance outcomes.

3 | EMPIRICAL LITERATURE
REVIEW AND HYPOTHESES
DEVELOPMENT

3.1 | The moderating effect of audit
committees on the ESG-corporate financial
performance nexus

The moderating effect of audit committees on the rela-
tionship between ESG and corporate financial perfor-
mance can be understood from the perspective of agency
theory. According to this theory, the presence of an audit
committee is crucial in reducing information asymmetry
and resolving conflicts of interest between managers and
shareholders (Pozzoli et al., 2022). Since managers are
responsible for decision-making, including those related
to ESG issues, establishing effective monitoring mecha-
nisms, such as an audit committee, can help control
managerial opportunistic behaviour (Bacha et al., 2020;
Watts & Zimmerman, 1986). Consequently, the existence
of an audit committee is essential for promoting ESG
activities, which can lead to positive financial outcomes
(Habbash & Alghamdi, 2017; Zahid et al., 2022).

Furthermore, drawing from resource dependence
theory, companies with larger audit committees have
access to a wealth of experience and expertise, enabling
them to effectively monitor managerial disclosure
behaviour (Albitar, 2015; Haj Salem et al., 2019).
Therefore, having a larger audit committee size should
facilitate investments in environmental and social
activities (Allegrini & Greco, 2011). However, it is
worth noting that a larger audit committee size may
also lead to delays in decision-making due to conflict-
ing opinions (Albitar et al., 2022).

The literature on the impact of audit committee attri-
butes on corporate financial and non-financial perfor-
mance outcomes is mixed. For instance, studies by
Achim and Borlea (2015) and Suttipun (2021) reported a
negative correlation between audit committee attributes
and ESG disclosure scores for Romanian and Thai com-
panies, respectively. Similarly, Xie et al. (2018) found a
significant negative association between audit committee
meetings and financial performance in a sample of pub-
licly listed companies from 74 countries.

However, other studies (Arif et al., 2021; Bravo &
Reguera-Alvarado, 2019; Buallay & Al-Ajmi, 2019; Dwe-
kat et al.,, 2020; Garas & ElMassah, 2018; Raimo
et al., 2021) have demonstrated a positive relationship
between audit committee qualities and various ESG and
financial performance outcomes. For example, Bravo and
Reguera-Alvarado (2019) observed a positive correlation
between female representation on audit committees and
the quality of ESG disclosures. Likewise, Buallay and
Al-Ajmi (2019) concluded that audit committee size,
independence, and meetings have a positive influence on
ESG reporting in GCC countries. Dwekat et al. (2020)
and Albitar et al. (2022) found that audit committee size
and independence enhance the quality of CSR informa-
tion and ESG disclosure levels. Based on these findings,
this study proposes the following hypothesis:

Hypothesis 1. Audit committee positively
moderates the relationship between ESG and
CFP of MNEs.

3.2 | The moderating effect of
compensation committees on the
ESG-financial performance nexus

The moderating effect of compensation committees on
the relationship between ESG and financial performance
can be explained within the framework of agency theory.
According to this perspective, an effective compensation
system is essential for overseeing the functions of the board
of directors and their standing committees (Nguyen
et al., 2020). By aligning compensation with the needs of
both management and shareholders, principal-agent
problems can be reduced (Jensen & Meckling, 1976; De
Andres & Vallelado, 2008). Consequently, remuneration
schemes that consider ESG and financial outcomes,
such as stock prices, can incentivise management to
pursue sustainable initiatives that maximise shareholder
wealth (Batae et al., 2021). This implies that the poten-
tial additional costs associated with implementing ESG
activities can be offset by higher and more stable finan-
cial returns (Velte, 2016).
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Several studies have provided evidence supporting the
positive relationship between compensation committees
and ESG performance (Achim & Borlea, 2015; Baraibar-
Diez & Odriozola, 2019; Suttipun, 2021; Tamimi &
Sebastianelli, 2017; Velte, 2016). For instance, Velte
(2016) found a positive association between management
compensation plans and ESG performance in a sample of
170 German companies listed on the Frankfurt Stock
Exchange. Similarly, Suttipun (2021) identified a positive
link between ESG disclosure and compensation committee
characteristics in Thai-listed firms. Achim and Borlea
(2015) documented a positive impact of remuneration
committees on ESG disclosure scores using a sample of
65 companies listed on the Bucharest Stock Exchange.
Baraibar-Diez and Odriozola (2019) revealed that firms
with high-quality compensation committees demonstrated
better ESG performance metrics when supported by a CSR
committee. Tamimi and Sebastianelli (2017) discovered a
positive relationship between higher ESG disclosure scores
and executive compensation among a sample of S&P
500 companies. Additionally, Ammari et al. (2016) sug-
gested that compensation committee qualities can facilitate
the relationship between board composition and firm per-
formance. However, previous research has often overlooked
the moderating effect of standing committees. Therefore,
this study argues that compensation committees can influ-
ence the strength and direction of the relationship between
ESG and the financial performance of MNEs. Based on this
argument, we propose the following hypothesis:

Hypothesis 2. Compensation committee
positively moderates the relationship between
ESG and CFP of MNEs.

3.3 | The moderating effect of
nomination committees on the ESG-
financial performance nexus

The moderating effect of nomination committees on the
relationship between ESG and financial performance can
be understood from the perspective of agency theory.
According to this theory, the conflict of interests between
shareholders and management can be effectively resolved
by establishing a nomination committee with the attributes
to monitor the opportunistic behaviour of managers. A
high-quality nomination committee ensures that the inter-
ests of shareholders and managers are aligned by appoint-
ing individuals with similar goals and expertise to achieve
the company's performance outcomes (Jensen &
Meckling, 1976). This governance structure should ensure
that management appraisal and reward schemes are closely
linked to the company's ESG and financial performance

measures, motivating managers to prioritize shareholder
wealth maximisation (Batae et al., 2021). Furthermore, a
high-quality nomination committee ensures diverse board
composition that represents various stakeholders, including
employees, customers, and suppliers, allowing the com-
pany to adopt a broader perspective on ethical issues and
improve its ESG standards (Ammari et al., 2016).

Stakeholder theory also provides another perspective on
the moderating effect of nomination committees. According
to this theory, diverse and independent nomination com-
mittees ensure that the board of directors considers the
interests of all stakeholders in a firm's decision-making pro-
cess, leading to improved ESG governance and related
financial performance outcomes (Campbell, 2007; Lantos,
2001; Liu et al., 2018).

Empirical studies on the impact of nomination commit-
tees on ESG disclosure have yielded mixed findings. For
example, Achim and Borlea (2015) and Suttipun (2021)
found that nomination committee governance in
Romanian and Thai listed companies was associated with
lower ESG scores, while Lam and Lee (2012) reported a sig-
nificant positive correlation between nomination commit-
tees and firm performance in Hong Kong listed companies.
Similarly, Agyemang-Mintah (2015) uncovered a positive
link between nomination committee attributes and finan-
cial performance of UK financial institutions, although
Ruigrok et al. (2006) observed that the relationship is
strengthened when nomination committees have more
independent and female directors.

Several studies have also examined corporate gover-
nance characteristics as moderators in the ESG-CFP rela-
tionship. For example, Ahmad et al. (2021) found a
significant moderating effect of firm size on the association
between ESG disclosure and financial performance in UK
firms, while Duque-Grisales and Aguilera-Caracuel (2021)
revealed that financial slack and international geographic
diversification significantly influenced the connection
between ESG disclosure and company performance in Latin
American multinational firms. Additionally, Velte (2019)
reported CEO power as an effective moderator in the associ-
ation between ESG disclosure and financial performance,
and Nekhili et al. (2021) observed that employee representa-
tion on corporate boards reinforces this result. Furthermore,
Elmghaamez and Gan (2023) emphasised the importance
of considering the role of regulatory authorities in different
countries when examining the intermediating impact of
corporate governance on the ESG-CFP relationship across
international markets. Based on these findings, we propose
the following research hypothesis:

Hypothesis 3. Nomination committees posi-
tively moderate the relationship between ESG
and CFP of MNEs.
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3.4 | The moderating effect of
sustainability committees on the
ESG-financial performance nexus

The moderating effect of sustainability committees on
the relationship between ESG and financial perfor-
mance can be explained through various theories,
including agency, stakeholder, institutional, and
resource dependence theories. According to agency the-
ory, sustainability committees encourage directors to
prioritize ESG matters, leading to a better principal-
agent relationship and alignment of stakeholder inter-
ests (Baraibar-Diez & Odriozola, 2019). Stakeholder
theory views the creation of sustainability committees
as a corporate strategy to engage with all stakeholders
and establish processes and procedures accordingly
(Baraibar-Diez & Odriozola, 2019). Institutional theo-
rists argue that sustainability committees reflect a firm's
acceptance of societal norms and help achieve legiti-
macy (DiMaggio & Powell, 1983; Lopez-Arceiz
et al., 2022). Moreover, resource dependence theory
suggests that sustainability committees legitimise a
firm's ESG activities, enhance its public image, and
facilitate access to external resources, such as expertise,
capital, and relationships with other organisations
(Pfeffer & Salancik, 1978; Russo & Fouts, 1997; Zhou
et al.,, 2022). Having a larger number of independent
and diverse directors on sustainability committees
enables better sharing of resources and leads to
improved decision-making and financial performance
(Minciullo et al., 2022).

Previous research on the impact of CSR committee
functions on ESG performance has produced mixed results.
While Uyar et al. (2021) found no significant relationship
between CSR committee governance and CSR performance
in healthcare companies, most studies have reported a posi-
tive correlation between these variables (Baraibar-Diez &
Odriozola, 2019; Birindelli et al., 2018; Cucari et al., 2018;
Eberhardt-Toth, 2017; Elmaghrabi, 2021; Martinez-Ferrero
et al., 2021; Saeed et al., 2021; Suttipun, 2021; Velte &
Stawinoga, 2020). For example, Eberhardt-Toth (2017)
found that firms with a CSR committee experienced
better ESG performance, and Birindelli et al. (2018)
observed a positive association between CSR commit-
tee activities and ESG performance in the banking
sector. Saeed et al. (2021) reported a positive impact of
CSR committee existence on ESG performance in the
energy sector, and Martinez-Ferrero et al. (2021) found
a mediating effect of board diversity on the relation-
ship between CSR committees and ESG performance.
While some studies have found insignificant associa-
tions between sustainability committees and ESG

performance (Velte, 2016), the overall evidence sup-
ports a positive relationship. Therefore, this study pro-
poses the following hypothesis:

Hypothesis 4. Sustainability committees
positively moderate the relationship between
ESG and CFP of MNEs.

4 | RESEARCH METHODOLOGY

4.1 | Sample and data authentication

The sample used in this study consisted of the top
500 MNE:s from 40 countries that were consistently listed
on major global stock exchanges between 2009 and 2019.
Data for the study was collected from the Bloomberg
database, which is widely recognised as a reliable source
of information on board committee attributes, ESG dis-
closure, financial characteristics, and other relevant fac-
tors of MNEs. The dataset included financial metrics
such as financial leverage, operating cash flow, liquidity,
profitability, activity, and market ratios. To account for
country-specific characteristics, the study also incorpo-
rated macroeconomic variables obtained from the World
Bank website, specifically the international trade-to-GDP
ratio and taxes on international trade as a percentage of
revenue. By including the top 500 MNEs, this study aims
to provide a comprehensive understanding of the moder-
ating effect of board committees on the relationship
between ESG disclosure and financial performance
in MNEs.

The sample encompassed 13 industries, including
electronics and home appliances, food, clothing and foot-
wear, financial services, pharmaceuticals, retailing, tele-
communications, oil and gas, automotive, airlines,
manufacturing, services, and conglomerates. This diverse
representation of industries allows for capturing the
impact of board committees across different business sec-
tors and facilitates generalisations of the findings regard-
ing the enhancement of ESG disclosure and financial
performance through board committees.

The selected sample period of 2009 onwards was cho-
sen to mitigate the influence of the 2007-2008 financial
crisis on the empirical analysis of the ESG disclosure-
financial performance relationship. It is important to
note that the financial crisis had a significant impact on
MNEs with global operations. By starting the sample
period in 2009, the study aims to provide a more repre-
sentative and stable estimation of the relationship
between ESG disclosure, board committees, and financial
performance (see Table 1).
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TABLE 1 Frequency distribution of multinational enterprises
(MNESs) classified by sector.

Codes Sectors Freq. Percent Cum.
1 Electronics industry 71 14.2% 314
2 Food industry 55 11% 53.6
3 Clothing and footwear 23 4.6% 17.2
4 Financial services 41 8.2% 42.6
5 Pharmaceutical 41 8.2% 72.6
6 Retailing 46 9.2% 81.2
7 Telecommunications 39 7.8% 89
8 Oil and gas 15 3% 64.4
9 Automotive industry 48 9.6% 12.6
10 Airline's sector 15 3% 3
11 Manufacturing 39 7.8% 61.4
industry
12 Service industries 52 10.4% 100
13 Conglomerate 15 3% 34.4
Total 500 100
4.2 | Variable selection

42.1 | Dependent variables

This study aims to achieve two objectives. First, to examine
the relationship between ESG disclosure (ESG) and corporate
financial performance (CFP) in MNEs. Second, to assess the
moderating impact of individual and aggregated board sub-
committees on the ESG-CFP relationship. The dependent
variables used in the regression models consist of four
accounting and market-based measures of corporate financial
performance. The accounting-based performance measures
include return on equity (ROE), return on assets (ROA),
return on capital (ROC), and return on invested capital (ROI).
The market-based measures include Tobin Q (TOBQ), sus-
tainable growth rate, earnings per share (EPS), and dividends
per share (DPS). These selected accounting and market-based
performance variables encompass widely used financial per-
formance indicators in the literature (Ahmad et al., 2021;
Almeyda & Darmansya, 2019; Buallay, 2019; Dalal &
Thaker, 2019; Elmghaamez & Olarewaju, 2022). By incorpo-
rating a range of accounting and market-based performance
indicators, this study aims to demonstrate the robustness of
the findings across different definitions of CFP employed in
the literature.

422 | Moderating variables

Previous studies have investigated various moderating factors
to assess the strength of the relationship between ESG

disclosure and corporate financial performance. These fac-
tors include audit quality (Zahid et al., 2022), CEO's power
(Velte, 2021), board characteristics (Rossi et al., 2021), inter-
national diversification and financial slack (Duque-Grisales &
Aguilera-Caracuel, 2021), size and industry sensitivity
(Zaiane & Ellouze, 2022), board skills (Al-Hiyari et al., 2023),
market competition (Vural-Yavas, 2021), type of employee
board representation (Nekhili et al., 2021), and governance
mechanisms (Nguyen et al., 2021). In this study, we focus on
examining the moderating effect of four board standing com-
mittees (audit, compensation, nomination, and sustainabil-
ity), as well as their aggregation, on the relationship between
ESG disclosure and the financial performance of MNEs. To
the best of our knowledge, no previous research has explored
the role of board standing committees in facilitating the rela-
tionship between ESG disclosure and financial performance
in MNEs that have maintained continuous listing on the
40 major stock markets worldwide over a 10-year period fol-
lowing the Enron global financial crisis in 2007-2008.

4.2.3 | Explanatory variables of interest
Consistent with prior studies (e.g., Ahmad et al., 2021;
Almeyda & Darmansya, 2019; Buallay, 2019; Dalal &
Thaker, 2019; Velte, 2017; Weber, 2014; Xie et al., 2018),
this study measures the quality of ESG reporting by
MNEs using both the aggregate ESG score and its
components - ESG metrics. The scores are calculated by
the Bloomberg Terminal and will help determine the sen-
sitivity of MNEs' financial performance to the interdepen-
dence of these responsibilities. Additionally, the study
investigates the influence of four individual board stand-
ing committee indexes (audit, compensation, nomina-
tion, and sustainability) as well as their combination on
the ESG-financial performance nexus of MNEs. In accor-
dance with prior research, the selection of board commit-
tee attributes is based on the characteristics prescribed in
the Sarbanes-Oxley Act of 2002 (Hundal, 2013). Overall,
these attributes are directly linked to the board indepen-
dence, activity, knowledge, skills, and experience
(Elmghaamez & Ntim, 2016).

Similarly, following from previous studies (Elmagrhi
et al., 2020; Hassan, 2012; Samaha et al., 2015; Sharma &
Singh, 2009; Shrivastav & Kalsie, 2017; Vander-
Bauwhede & Willekens, 2008), this study investigates the
moderating effect of the combined board committee
index on the relationship between ESG and financial per-
formance to capture the joint impact of audit, compensa-
tion, nomination, and sustainability board standing
committees. As shown in Table 2, the aggregated index is
composed of 28 attributes drawn from all four individual
board sub-committees.
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TABLE 2 Summary definition and measurements of variables included in this study.

Variables

Financial performance

ROE
ROA
ROC
ROI
TOBQ
SGR
EPS
DPS
ESG disclosure scores
ESG
ENVD
SOCD
GOVD
AUDIT COMT
SIOACMT
NIDACMT
PIDACMT
IACMTCP
NNEDCMT
ACMTMEN
ACMTMEP
YRSAUDE
COMP COMT
SIOCCMT
NIDCCMT
PIDCCMT
ICCMTCP
NEDCCMT
CCMTMEN
CCMTMEP
OUTCADV
NOMI COMT
SIONCMT
NIDNCMT
PIDNCMT
INCMTCP
NEDNCMT
NCMTMEN
NCMTMEP
SUST COMT
SUSTCMT
NEXDSUS
EXDIRSUS

Definitions and measurements Sources
Bloomberg 2020
Return on equity = Net income/shareholders’ equity
Return on assets = Net income/total assets
Return on capital = (Net income — dividends)/(debt + equity)
Return on invested capital = Net operating profit after tax/invested capital
Tobin's Q ratio = Total market value of a firm/total asset value of a firm
Sustainable growth rate
Earnings per share = (Net income - preferred dividends)/weighted average shares
Dividends per share is the number of declared dividends issued by a company for every share.
Bloomberg 2020
Aggregate Environmental, Social, and Governance Disclosure Score
Individual Environmental Disclosure Score
Individual Social Disclosure Score
Individual Governance Disclosure Score
Bloomberg 2020
Size of Audit Committee
Number of Independent Directors on Audit Committee
Percentage of Independent Directors on Audit Committee
Independent Audit Committee Chairperson
Number of Non-executive Directors on audit Committee
Audit Committee Meetings
Audit Committee Meeting Attendance Percentage
Years Auditor Employed
Bloomberg 2020
Size of Compensation Committee
Number of Independent Directors on Compensation Committee
Percentage of Independent Directors on Compensation Committee
Independent Compensation Committee Chairperson
Number of Non-executive Directors on Compensation Committee
Number of Compensation Committee Meetings
Compensation Committee Meeting Attendance %
Outside Compensation Advisors Appointed
Bloomberg 2020
Size of Nomination Committee
Number of Independent Directors on Nomination Committee
Percentage of Independent Directors on Nomination Committee
Independent Nomination Committee Chairperson
Number of Non-executive Directors on Nomination Committee
Number of Nomination Committee Meetings
Nomination Committee Meeting Attendance Percentage
Bloomberg 2020
Sustainability Committee
Non-Executive Director with Responsibility for Sustainability

Executive Director with Responsibility for Sustainability

(Continues)
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TABLE 2 (Continued)

Variables Definitions and measurements Sources
EXCOESG Executive Compensation Linked to ESG
ESGCOFB ESG Linked Compensation for Board

BCMTIND The aggregate board committee indexes
AUDCIND Individual audit committee index
COMCIND Individual compensation committee index
NOMCIND Individual nomination committee index
SUSCIND Individual sustainability committee index

CONTROL VAR Bloomberg 2020
FINLEVG Financial leverage = Total company debt/shareholder’s equity
SATOTAS Asset turnover ratio = Net sales/average total assets
FCFLOWY Free cash flow yield
TRADGDP The trade-to-GDP ratio is an indicator of the international trade in a country.
TAXINTR Taxes on international trade include import duties, export duties, and exchange taxes.
FINSEDU Financial sector dummy
SERSEDU Service sector dummy
LEODEOH Level of development of headquartered country
WBGOCH The aggregate world bank reported country governance characteristics

The combined and individual indexes were created using
a percentage coding method. The aggregate index
(BCMTIND) was calculated by averaging the 28 individual
attributes for each company each year, after dividing by their
highest value to convert them to decimals. The four individ-
ual board committee indexes were also calculated using the
same method, with a score of 100% indicating the highest
number of board committee characteristics disclosed. Thus,
the score for each year ranges from 0 to 100%, providing a
more accurate representation of the board committee attri-
butes of MNEs compared to binary coding methods. This
approach is consistent with the creation of corporate gover-
nance indexes used in a few prior studies (Aggarwal
et al., 2011; Aggarwal et al., 2019).

424 | Control variables

This study builds on previous research (Abdi
et al., 2022; Ahmad et al., 2021; Shakil et al., 2019) and
incorporates their suggested control variables. These
control variables include sales to total assets, free cash
flow yield, international trade to GDP ratio, and taxes
on international trade as a percentage of revenue
(Bajic & Yurtoglu, 2018; Davis et al.,, 2016; Yu
et al., 2018). Moreover, this study employs the financial
leverage ratio to account for the firms' capital struc-
ture, aligning with the trade-off theory. The trade-off

theory suggests that companies with low growth, stable
cash flows, and tangible assets tend to have a higher
debt ratio in their capital structure (Abdi et al., 2022).
Additionally, we controlled for variations in industry
and country-level governance characteristics using
dummy variables for the financial and service sectors,
as well as the level of development of the country
where the MNE is headquartered. Furthermore, we
incorporated the World Bank-reported country gover-
nance characteristics as part of our analysis.

4.3 | Model specification

To examine the impact of board committee presence on
the relationship between ESG and financial performance,
this study utilises balanced panel data of the top 500 larg-
est MNEs operating in multiple countries. The final sam-
ple was selected based on three criteria: (i) availability of
aggregate and individual ESG scores from 2009 to 2019,
(ii) availability of data on accounting and market-based
performance measures from 2009 to 2019, and
(iii) continuous stock market listing for the 11-year
period under investigation. The study employs quantile
regression models (Models 1 to 4) to investigate the mod-
erating effect of board committee presence on the rela-
tionship between aggregate and individual ESG
disclosure and financial performance of MNEs.
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Model 1

5
CFPy = o+, ESGi + f,BCMTIND;, + » _ B;Controls;, + &
i=1
(1)

Model 2
CFPit =0y +ﬂ1 ESGi[ +ﬂZBCMTINDM

5
+;ESGyBCMTIND;; + Y _ fControls; + &i
i=1
(2)
Model 3

CFP; = ag + 5, ESGy + ,AUDCIND;, + #,COMCINDEX;
+ B, NOMCINDEX;; + 8;SUSCIND,

5
+ E p;Controls; + €;
—

1

Model 4

CFP; = ag + 5, ESGy; + #,AUDCIND;; + 8, COMCINDEX;,
+ B,NOMCINDEX; + 8;SUSCIND;,
+ B,ESG;; AUDCIND;, + #sESG;; COMCINDEX;,
+ BsESG; NOMCINDEX;, + #sESG;; SUSCIND;;

5
+ E p;Controls;; + &;

i=1

4)

Where ESGD; refers to the environmental, social and
governance disclosure scores for an MNE i and in a cer-
tain year t, CFP; relates to the corporate financial perfor-
mance of MNEs, which includes the accounting- and
market-based performance indicators, BCMTINDEX
stands for board committee indexes, AUDCINDEX;; for
the audit committee indexes, COMCINDEX; for the
compensation committee indexes, NOMCINDEXj, for the
nomination committee indexes, SUSCINDEX;, for the
sustainability committee indexes and Controls; refers to
the control variables, ¢; is the error term.

5 | EMPIRICAL ANALYSIS
5.1 | Descriptive statistics

Table 3 presents descriptive statistics for the dependent,
independent, and control variables in this study, based

on a sample of 500 MNEs from 2009 to 2019. The results
reveal significant variation in the distribution of board
committee attributes among the global enterprises in the
sample.

For instance, the average (median) size of the audit
committee is 3.2 (4.0) members, with a range of 2 to
10 members. These findings are consistent with prior
research conducted by Soliman and Ragab (2014), Ofoeda
et al. (2020), and Samoei and Rono (2016). The data also
indicate that the average (median) number of indepen-
dent directors on the audit committee is 2.8 (3.0), ranging
from 1 to 15. These statistics align with previous studies
that have found a positive correlation between a higher
proportion of independent directors and improved
corporate transparency (e.g., Crespi-Cladera & Pascual-
Fuster, 2014; Elmghaamez & Akintoye, 2021). Further-
more, the number of non-executive directors on the audit
committee ranges from 1 to 11, with an average of 3.0
and a standard deviation of 2.0, which adheres to the
requirement of the UK code for at least three indepen-
dent non-executive directors.

Regarding the compensation committees, the data
indicate an average of 3.2 (median: 4.0) members, with
a range of 1 to 12 and a standard deviation of 1.9.
Approximately 50% of the MNEs in the sample have
3 members on their compensation committees, consis-
tent with previous research done by Sun et al. (2009).
Additionally, the number of independent directors on
the compensation committees ranges from 1 to 12, with
a mean of 2.6 (median: 3.0) and a standard deviation of
1.9. This suggests that 44% of MNEs have 3 independent
directors on their compensation committees. Studies
have shown that a higher proportion of independent
directors on compensation committees is associated
with lower CEO pay and higher CEO turnover (Dou
et al., 2015).

Turning to the nomination committees, Table 3
reveals that the mean (median) size of these commit-
tees is 3.2 (4.0) members, ranging from 1 to 14. This
finding aligns with previous studies by Agyemang-
Mintah (2015) and Arranz-Aperte (2015), which sug-
gested that larger nomination committees lead to better
financial performance. The average number of inde-
pendent directors on the nomination committees is 2.6
(median: 3.0), ranging from 1 to 21. This implies that
38% of the MNEs in the sample have at least 3 indepen-
dent directors on their nomination committees.
Research has indicated that a higher number of inde-
pendent directors on nomination committees results in
greater resistance to CEO influence (Ruigrok et al.,
2006; Eminet & Guedri, 2010). Additionally, it is note-
worthy that the average (median) number of non-
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TABLE 3 Summary of descriptive statistics of all dependent, independent and control variables.
Statistical dispersion Collinearity
Variable Obs Mean SD Variance Min Max VIF 1/VIF
Outcome variables
ROE 5500 15.0 29.7 884.8 —-221.1 1048.6 1.01 0.98
ROA 5500 5.7 9.2 84.3 —235.2 110.8 3.70 0.27
ROC 5500 9.6 14.7 216.0 —288.2 219.9 5.15 0.19
ROI 5500 9.0 134 180.1 —268.3 1259 3.00 0.33
TOBQ 5500 1.8 1.4 2.0 0.0 33.8 1.39 0.72
EPS 5500 5.8 72.3 5222.8 —370.3 2155.2 13.50 0.07
DPS 5500 2.7 39.8 1587.7 0.0 1761.2 13.34 0.07
Explanatory variables
ESG 5500 37.7 17.1 292.4 0.0 82.6 486.41 0.00
ENVD 5500 31.5 20.6 425.5 0.0 86.0 197.64 0.01
SOCD 5500 34.9 19.0 361.3 0.0 94.7 38.40 0.03
GOVD 5500 54.2 14.7 215.7 0.0 85.7 23.34 0.04
Moderating variables
AUDIT COMT
SIOACMT 5500 3.2 2.0 4.0 2.0 10.0 10.00 0.09
NIDACMT 5500 2.8 2.0 4.0 1.0 15.0 5.17 0.19
PIDACMT 5500 66.9 42.9 1842.0 0.0 100.0 6.02 0.17
IACMTCP 5500 0.7 0.5 0.2 0.0 1.0 4.64 0.22
NNEDCMT 5500 3.0 2.0 4.1 1.0 11.0 10.00 0.08
ACMTMEN 5500 7.1 5.0 24.7 0.0 53.0 1.90 0.53
ACMTMEP 5500 63.4 40.9 1669.0 0.0 100.0 1.07 0.93
YRSAUDE 5500 11.0 19.8 390.1 0.0 131.0 1.26 0.79
COMP COMT
SIOCCMT 5500 3.2 1.9 3.8 1.0 12.0 4.87 0.21
NIDCCMT 5500 2.6 1.9 3.5 1.0 12.0 7.67 0.13
PIDCCMT 5500 63.8 45.8 1420.1 0.0 100.0 4.08 0.25
ICCMTCP 5500 0.7 0.5 0.2 0.0 1.0 3.60 0.28
NEDCCMT 5500 3.0 2.0 3.8 0.0 12.0 7.03 0.14
CCMTMEN 5500 4.0 3.5 12.2 0.0 28.0 1.91 0.52
CCMTMEP 5500 57.7 43.0 1846.3 0.0 100.0 2.73 0.37
OUTCADV 5500 0.4 0.5 0.2 0.0 1.0 1.84 0.54
NOMI COMT
SIONCMT 5500 3.2 2.2 4.8 1.0 14.0 4.48 0.22
NIDNCMT 5500 2.6 2.2 4.8 1.0 21.0 5.47 0.18
PIDNCMT 5500 59.0 43.3 1871.4 0.0 100.0 5.77 0.17
INCMTCP 5500 0.6 0.5 0.2 0.0 2.0 3.29 0.30
NEDNCMT 5500 2.9 2.2 4.9 1.0 20.0 6.51 0.15
NCMTMEN 5500 29 3.0 8.9 0.0 40.0 1.74 0.57
NCMTMEP 5500 53.2 43.8 1920.8 0.0 100.0 2.57 0.39
SUST COMT
SUSCMT 5500 0.3 0.4 0.2 0.0 1.0 1.08 0.92
NEXDSUS 5500 0.0 0.0 0.0 0.0 1.0 1.00 1.00
EXDIRSUS 5500 0.0 0.2 0.0 0.0 1.0 1.03 0.97
EXCOESG 5500 0.1 0.4 0.1 0.0 1.0 1.12 0.89
ESGCOFB 5500 0.0 0.1 0.0 0.0 1.0 1.06 0.94
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TABLE 3 (Continued)
Statistical dispersion Collinearity
Variable Obs Mean SD Variance Min Max VIF 1/VIF
Control variables
FINLEVG 5500 5.2 33.7 1136.3 0.0 1813.0 1.00 0.99
SATOTAS 5500 0.8 0.5 0.3 —0.6 3.8 1.01 0.99
FCFLOWY 5500 5.2 70.3 4936.7 —2483.2 3721.6 1.01 0.99
TRADGDP 5500 59.4 53.5 2859.7 22.1 442.6 1.02 0.98
TAXINTR 5500 2.2 3.8 14.2 0.0 34.4 1.01 0.99
FINSEDU 5500 0.08 0.27 0.07 0.0 1.0 1.32 0.75
SERSEDU 5500 0.35 0.47 0.22 0.0 1.0 1.14 0.87
LEODEOH 5500 0.79 0.40 0.16 0.0 1.0 5.72 0.17
WBGOCH 5500 78.7 16.97 288.17 25.61 98.79 5.22 0.19

Note: The explanatory variables include ESG (Aggregate Environmental, Social, and Governance Disclosure Score), ENVD (Individual Environmental
Disclosure Score), SOCD (Individual Social Disclosure Score), and GOVD (Individual Governance Disclosure Score). The moderating variables consist of
AUDIT COMT (Audit Committee), COMP COMT (Compensation Committee), NOMI COMT (Nomination Committee), and SUST COMT (Sustainability
Committee). Control variables encompass FINLEVG (Financial Leverage), SATOTAS (Asset Turnover Ratio), FCFLOWY (Free Cash Flow Yield), TRADGDP
(Trade-to-GDP Ratio), TAXINTR (Taxes on International Trade), FINSEDU (Financial Sector Dummy), SERSEDU (Service Sector Dummy), LEODEOH (Level
of Development of Headquartered Country), and WBGOCH (World Bank Reported Country Governance Characteristics).

Abbreviations: DPS, dividends per share; EPS, earnings per share; ROA, return on assets; ROC, return on capital; ROE, return on equity; ROI, return on

invested capital; TOBQ, Tobin's Q ratio.

executive directors on the nomination committee is 2.9
(3.0), with a range from 1 to 20 non-executive directors
on MNEs' nomination committees. Approximately 42%
of the MNEs in the sample have at least three non-
executive directors on their nomination committees,
aligning with the recommendation that non-executive
directors should constitute at least one-third of the
board of directors (Pass, 2004). This composition pro-
vides valuable insights into performance, resources,
and director recruitment and appointments.

Table 3 also provides information on the presence of
a sustainability committee, represented as a binary vari-
able, with a value of 1 indicating the existence of a sus-
tainability committee and 0 otherwise. According to
Baraibar-Diez and Odriozola (2019), companies with sus-
tainability committees tend to demonstrate better ESG
performance.

To assess collinearity among the variables included in
the multiple regression models, two measures were
employed: the variance inflation factor (VIF) and toler-
ance tests. Hair et al. (2019) suggested that a VIF value
above 10 indicates severe multicollinearity, while a value
of 10 or below is considered acceptable. The results pre-
sented in Table 3 indicate that the chosen variables in
Models 1 to 4 exhibit minimal errors associated with mul-
ticollinearity, ensuring the validity of the regression
models.

5.2 | Findings and discussion

5.2.1 | The effect of board committees in
moderating the ESG-financial performance
relationship

Table 4 presents the results of the regression analysis
conducted to test hypotheses H1 to H4. This study uses
quantile regressions to assess the impact of aggregate and
individual board committee indexes on the relationship
between ESG disclosure and financial performance
(using both accounting and market-based measures) of
MNEs. Velte and Stawinoga (2020) found that board
committees can facilitate the link between governance
and ESG performance. This finding is consistent with our
results, which show that the aggregate BCMTIND has a
negative moderating effect on the relationship between
ESG and accounting measures (ROA & ROC) for MNEs
with high ESG scores, and a positive moderating effect
on the relationship between ESG and accounting mea-
sures (ROE & ROI) for MNEs with median and high ESG
scores.

Our study examined the relationship between ESG
disclosure and four accounting measures (ROA, ROE,
ROC, and ROI) for MNEs with median and superior ESG
scores. Our initial hypothesis, H1, posited that the AUD-
CIND would have a positive impact on this relationship,
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suggesting that a stronger audit committee would
enhance the association between ESG disclosure and
accounting performance. However, contrary to our
hypothesis, our findings revealed a negative impact of the
AUDCIND on the relationship between ESG disclosure
and the accounting measures. This implies that, for
MNEs with median and superior ESG scores, a higher
AUDCIND score is associated with lower accounting per-
formance, as measured by four financial indicators
(ROA, ROE, ROC, and ROI). This result is in line with
the findings reported by prior scholars (Achim &
Borlea, 2015; Suttipun, 2021; Xie et al., 2018), who found
a negative correlation between audit committee attributes
and ESG disclosure.

These results are consistent with the expectation sug-
gested by resource dependence theory, which posits that
companies with large audit committees are endowed
with a wealth of experience and expertise to effectively
monitor managerial disclosure behaviour. Hence, having
a large-sized audit committee should facilitate investment
in environmental and social activities (Albitar, 2015;
Allegrini & Greco, 2011; Haj Salem et al., 2019). How-
ever, a large size of audit committees could potentially
hinder a firm from making timely decisions due to con-
flicting opinions (Albitar et al., 2022).

The COMCIND has a positive effect on the relation-
ship between ESG and our three accounting measures
(ROA, ROE, and ROC) for MNEs with median and high
ESG scores, and this effect is only significant at the upper
tail of the distribution for ROI ratio. These findings are
consistent with Hypothesis 2. Additionally, these results
are in line with prior research that found a positive rela-
tionship between compensation committees and ESG
performance (Achim & Borlea, 2015; Baraibar-Diez &
Odriozola, 2019; Suttipun, 2021; Tamimi &
Sebastianelli, 2017; Velte, 2016). Furthermore, these
results are consistent with the agency theory perspective,
which suggests that compensation systems that are com-
patible with the needs of both management and share-
holders help reduce principal-agent problems. Thus,
remuneration schemes should be linked to company ESG
and financial performance (Jensen & Meckling, 1976; De
Andres & Vallelado, 2008).

The NOMCIND has a positive effect on the relation-
ship between ESG and accounting measures (ROA, ROE,
ROC, and ROI) for MNEs with low ESG scores. This is in
line with prior research conducted by Lam and Lee
(2012) and Agyemang-Mintah (2015), who reported a
positive correlation between nomination committees and
firm performance. This result is also supported by stake-
holder theory, which assumes that effective governance
of the nomination committee is crucial to ensure a

diverse and representative board composition that
includes employees, customers, and suppliers. This
diverse composition allows the company to consider a
wider range of perspectives on ethical issues, thereby
enhancing their ESG performance (Ammari et al., 2016).
However, we found a negative impact on the relationship
between ESG and our three accounting measures (ROA,
ROE, and ROI) for MNEs with ESG scores at the upper
tail of the distribution. These results are consistent with
the findings stated by previous studies such as Achim
and Borlea (2015) and Suttipun (2021), which found that
the nomination committee has a negative impact on ESG
scores.

Our results indicate that the SUSCIND has a positive
effect on the relationship between ESG and our two
accounting measures (ROA and ROE) for MNEs with
high ESG scores. This finding is in line with previous
studies that reported a positive correlation between the
presence of CSR committee governance and firm perfor-
mance (Baraibar-Diez & Odriozola, 2019; Birindelli et al.,
2018; Cucari et al.,, 2018; Eberhardt-Toth, 2017;
Elmaghrabi, 2021; Martinez-Ferrero et al., 2021; Saeed
et al., 2021; Suttipun, 2021; Velte & Stawinoga, 2020).
Collectively, these findings support the resource depen-
dence theory viewpoint, which assumes that organisa-
tions are influenced by their external environment.
Therefore, the establishment of sustainability committees
helps legitimise a firm's ESG activities. A good gover-
nance structure plays a crucial role in providing access to
diverse resources and fostering connections with other
organisations. These resources and connections ulti-
mately contribute to the overall ESG performance and
effectiveness of the firm (Pfeffer & Salancik, 1978). Good
governance codes often encompass principles and guide-
lines related to ESG factors. The existence of board com-
mittees plays a crucial role in implementing and
monitoring the compliance of these codes within compa-
nies (Elmghaamez, 2021). However, we found a negative
impact on the relationship between ESG and three
accounting measures (ROE, ROC, and ROI) for MNEs
with median and low ESG scores.

Table 5 presents the results related to market-based
measures. The findings reported in Table 5 demonstrate
the moderating effect of different board committee
indexes on the relationship between ESG disclosure and
market-based performance indicators (TOBQ, SGR, EPS,
and DPS) for MNEs. These effects are influenced by the
level of ESG scores.

Starting with the aggregate committee index
(BCMTIND), we observe a negative impact on the rela-
tionship between ESG and TOBQ for MNEs with median
and low ESG scores. However, the BCMTIND has a
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positive effect on the relationship between overall ESG
and SGR, EPS, and DPS across MNEs with low, median,
and high ESG scores. These findings align with the
resource-based theory, which suggests that firms with
better access to critical resources and capabilities tend to
enhance their financial performance. Furthermore, the
relationship between aggregated ESG and TOBQ and
SGR is positively influenced by the BCMTIND, but only
for MNEs with high ESG scores. This finding supports
the stakeholder viewpoint that emphasises firms' respon-
sibilities to their various stakeholders, including investors
and society, which can positively impact their financial
outcomes (Albitar et al., 2020).

Moving to the audit committee index (AUDCIND),
we find a negative impact on the relationship between
ESG and TOBQ and DPS for MNEs with median and
poor aggregated ESG scores. However, the AUDCIND
has a positive effect on the relationship between ESG and
EPS. These results highlight the role of compliance with
social norms and regulations, as firms' adherence to these
standards can positively influence their financial
performance.

Regarding the compensation committee index
(COMCIND), we observe a positive effect on the relation-
ship between ESG and market-based measures (TOBQ &
DPS), but only for MNEs with median overall ESG
scores. This finding is consistent with the concept of legit-
imacy, suggesting that firms' compliance with social
norms and regulations can positively impact their finan-
cial performance.

Analysing the nomination committee index
(NOMCIND), we find a positive effect on the relationship
between ESG and TOBQ for MNEs with low ESG scores.
However, the NOMCIND negatively affects the relation-
ship between ESG and SGR, but only for MNEs with
median ESG scores. Additionally, the NOMCIND has a
positive effect on the relationship between ESG and EPS
and DPS across MNEs with low, median, and upper tail
ESG scores. These findings align with the institutional
theorist argument, emphasising the positive impact of
firms'" compliance with institutional requirements on
their financial performance (Campbell, 2007; DiMaggio &
Powell, 1983).

Finally, the sustainability committee index
(SUSCIND) demonstrates a positive effect on the rela-
tionship between ESG and TOBQ for MNEs with high
ESG scores. Conversely, the SUSCIND has a negative
effect on the relationship between ESG and SGR for
MNEs with low, median, and high ESG scores. Further-
more, the SUSCIND has a positive effect on the relation-
ship between ESG and DPS for MNEs with low and
median ESG scores. However, the SUSCIND does not sig-
nificantly moderate the relationship between ESG and

WILEY_L ®

EPS at all quantile levels. These findings are in line with
previous evidence suggesting that the sustainability com-
mittee does not play a significant moderating role in the
link between governance practices and sustainability
performance.

In summary, the findings presented in Table 5 high-
light the complex relationships between ESG disclosure,
board committees, and market-based performance indi-
cators for MNEs. The moderating effects vary depending
on the specific committee index and the level of ESG
scores. These results contribute to our understanding of
how governance mechanisms interact with ESG practices
to influence financial performance outcomes in MNEs.

5.2.2 | The effect of board committees in
moderating the ENVD-financial performance
relationship

The effect of board committees on moderating the rela-
tionship between environmental disclosure (ENVD) and
financial performance is examined in Table 6. The results
indicate that the aggregate BCMTIND positively moder-
ates the relationship between ENVD and accounting
measures (ROE, ROC, and ROI) for MNEs across all
quantile levels. This finding aligns with the results
reported by Almeyda and Darmansya (2019), who found
a significant positive association between environmental
disclosure and corporate financial performance.

However, Table 6 shows that AUDCIND negatively
affects the relationship between ENVD and two account-
ing measures (ROA and ROC), but only for MNEs with
median and low ENVD scores. This finding is consistent
with previous studies that identified a negative correla-
tion between audit committee attributes and ESG
disclosure scores (Achim & Borlea, 2015; Suttipun, 2021;
Xie et al., 2018). However, the other two accounting-based
measures (ROE and ROI) are positively influenced at low
quantile levels. This result is in line with findings from
other studies that highlight a positive relationship between
audit committee qualities, financial performance, and ESG
disclosures (Albitar et al., 2022; Bravo & Reguera-Alvarado,
2019; Buallay & Al-Ajmi, 2019). It is also consistent with
the perspective of agency theory, which assumes that the
presence of an audit committee is crucial in reducing infor-
mation asymmetry and conflicts of interest between man-
agers and shareholders (Pozzoli et al., 2022).

The results suggest that the COMCIND positively
affects the relationship between ENVD and the three
accounting-based measures (ROE, ROC, and ROI), but
only for MNEs with high ENVD scores. This finding is con-
sistent with prior studies that found a positive relationship
between compensation committees and ESG performance
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(Achim & Borlea, 2015; Baraibar-Diez & Odriozola, 2019;
Suttipun, 2021; Tamimi & Sebastianelli, 2017; Velte, 2016).
However, we found that the moderating effect of COM-
CIND on the link between ENVD and ROA is insignificant
at all quantile levels. Additionally, Table 6 indicates that
NOMCIND is positively associated with the relationship
between ENVD and the four accounting-based measures
(ROA, ROE, ROC, and ROI), but only for MNEs with low
and median ENVD scores. On the other hand, NOMCIND
negatively affects the relationship between ENVD and
ROE and ROI, but only for enterprises with high ENVD
scores. Furthermore, the results show that SUSCIND is
negatively associated with the relationship between ENVD
and the three accounting measures (ROE, ROC, and ROI),
but only for MNEs with median ENVD scores. However,
the interaction effect of SUSCIND on the relationship
between ENVD disclosure and ROA is insignificant at all
quantile levels. This result is consistent with the findings
reported by Velte (2016), who also found an insignificant
link between environmental disclosure and accounting-
based performance metrics.

Regarding market-based measures, Table 7 presents
the results of the moderation effects of various board
committee indices on the relationship between environ-
mental disclosure (ENVD) of multinational corporations
(MNESs) and their market-based performance measures,
including market value (TOBQ), earnings per share
(EPS), dividend per share (DPS), and sustainable growth
rate (SGR).

Our results indicate that the aggregate BCMTIND
positively affects the relationship between ENVD and
market-based measures (EPS, DPS, and TOBQ), but only
for MNEs with median to high ENVD scores. However,
the aggregate BCMTIND has a negative impact on the
relationship between ENVD and Tobin Q for MNEs with
low ENVD scores. Furthermore, the results presented in
Table 7 show that AUDCIND negatively influences the
relationship between ENVD and Tobin Q and DPS, but
only for MNEs with median to low ENVD scores. How-
ever, the association between ENVD and EPS is positively
affected for MNEs with high ENVD scores.

The results demonstrate that the COMCIND posi-
tively influences the relationship between ENVD and
TOBQ and DPS for MNEs with low to median ENVD
scores. However, the relationship between ENVD and
EPS is negatively affected, but only for MNEs with high
ENVD scores. Table 7 also suggests that the NOMCIND
positively influences the relationship between ENVD and
market-based measures (SGR, EPS, and DPS), but only
for MNEs with low to median ENVD scores. In contrast,
NOMCIND is negatively correlated with the relationship
between ENVD and TOBQ for MNEs with high ENVD
scores, but positively associated with the relationship

between ENVD and TOBQ for MNEs with low ENVD
scores. Furthermore, from Table 7, it is observed that
SUSCIND is positively correlated with the relationship
between ENVD and TOBQ for MNEs with median to
high ENVD scores. Conversely, SUSCIND negatively
impacts the relationship between ENVD and SGR for
MNE:s with low to high ENVD scores. The results suggest
that SUSCIND positively affects the relationship between
ENVD and DPS for MNEs with low to median ENVD
scores but does not interact with the relationship
between ENVD and EPS at any quantile level.

Overall, the results in Table 7 are consistent with the
literature that supports the positive relationship between
environmental disclosure and corporate financial perfor-
mance. For example, Almeyda and Darmansya (2019)
found a significant positive association between environ-
mental disclosure and selected market-based performance
measurements. Similarly, Elmghaamez and Olarewaju
(2022) confirmed the positive effects of environmental per-
formance on stock prices and return on capital for product-
based firms listed on the London Stock Exchange.

5.2.3 | The effect of board committees in
moderating the SOCD-financial performance
relationship.

Table 8 provides evidence of the moderation effect of var-
ious indexes on the relationship between the disclosure
of social and environmental information (SOCD) and
accounting performance measures (ROA, ROE, ROC,
and ROI) of MNEs.

The results suggest that the aggregate BCMTIND has
a positive effect on the relationship between SOCD and
ROA at the 0.75 quantile level, but a negative moderation
between SOCD and ROE at the 0.95 quantile level.
In contrast, the aggregate BCMTIND positively influ-
ences the link between SOCD and ROE at the 0.75 and
0.95 quantile levels. The AUDCIND has a negative
impact on the relationship between SOCD and the four
accounting measures (ROA, ROE, ROC, and ROI), but
only for MNEs with low and median SOCD scores. On
the other hand, the NOMCIND positively affects the rela-
tionship between SOCD and the four accounting-based
measures (ROA, ROE, ROC, and ROI), but only for com-
panies at low, median, and 0.75 quartile levels. However,
the NOMCIND negatively affects the relationship
between SOCD and accounting-based measures (ROE
and ROI), but only for MNEs with the upper 0.95 of
SOCD scores.

The SUSCIND negatively influences the relation-
ship between SOCD and our four accounting measures
(ROA, ROE, ROC, and ROI), but only for MNEs with
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median and low levels of SOCD scores. In contrast, the
SUSCIND positively affects the relationship between
SOCD and accounting-based measures (ROA and
ROC), but only at the 0.95 quantile level. These find-
ings are broadly in line with the results reported by
previous authors, including Javalgi et al. (2009), who
investigated the relationship between social disclosure
and corporate performance. The corporate governance
theories that align with these results are the agency
and stakeholder models. According to the traditional
agency theory by Jensen and Meckling (1976), greater
disclosure of information on social matters helps
enhance managerial accountability, thus reducing the
information asymmetry between managers and inves-
tors. Additionally, the original stakeholder theory by
Freeman (1984) suggests that organisations have multi-
ple stakeholders with different interests. Therefore,
social disclosures by firms should be relevant to diverse
stakeholders.

Table 9 reports that the aggregate BCMTIND has a
negative moderating effect on the relationship between
SOCD of MNEs and market-based measures (TOBQ) at
the low, median, and upper 0.75 quantile levels of SOCD
scores. This result is consistent with the theory of institu-
tional distance, which proposes that companies in coun-
tries with weak institutions and low levels of governance
quality will benefit more from increased SOCD. How-
ever, the aggregate BCMTIND has a positive impact on
the relationship between SOCD of MNEs and two
market-based measures (EPS and DPS) at the median
and upper 0.75 quantile levels of SOCD. This finding sup-
ports the agency theory, which implies that increased
SOCD can improve corporate transparency, hence lessen-
ing the information asymmetry between management
and stakeholders, resulting in increased financial out-
comes (Jensen & Meckling, 1976).

The AUDCIND has a negative effect on the relation-
ship between SOCD of MNEs and market-based mea-
sures (0TOBQ and DPS), but only for MNEs with low
and median SOCD scores. On the other hand, it posi-
tively affects the relationship between SOCD and EPS of
MNEs at the median and upper 0.95 quantile levels. This
result is consistent with the political cost theory, which
suggests that companies operating in countries with
political instability and high levels of corruption may face
penalties for increased SOCD (Bebchuk & Fried, 2003).

The COMPIND positively influences the relationship
between SOCD of MNEs and two market-derived mea-
sures (TOBQ and DPS) only for companies with low and
median SOCD scores. However, the association between
SOCD and EPS is negatively affected at the upper 0.75
and 0.95 quantile levels. The COMPIND also has an
adverse effect on the relationship between SOCD of

WILEY_l_#

MNEs and the SGR ratio, but only for MNEs with low
and median SOCD scores. These results align with the
resource-based perspective that companies with limited
resources face difficulties in implementing SOCD prac-
tices, leading to lower financial performance outcomes
(Wernerfelt, 1984).

The NOMCIND is positively correlated with the rela-
tionship between SOCD of MNEs and the following
market-related measures (SGR, EPS, and DPS), although
this observation is only significant for companies with
low, median, and upper 0.75 quartile levels of SOCD
scores. Additionally, the NOMCIND positively affects the
relationship between the SOCD and TOBQ of MNEs, but
only for MNEs with low and 0.75 quantile levels of SOCD
scores. These results are in line with the stakeholder
hypothesis that increased SOCD can improve stake-
holders’ confidence in the company and lead to better
financial performance (Freeman, 1984).

The SUSCIND positively affects the relationship
between SOCD of MNEs and TOBQ, but only for MNEs
with the upper 0.95 quartile level of SOCD scores. On the
other hand, a negative moderation effect is reported for
SUSCIND and the relationship between SOCD and two
market-related measures (SGR and EPS) for MNEs with
low, median, and upper 0.75 quartile levels of SOCD
scores. The SUSCIND has insignificant effects on the
relationship between SOCD and DPS ratio for MNEs at
all quantile levels of SOCD scores.

5.2.4 | The effect of board committees in
moderating the GOVD-financial performance
relationship.

The effect of board committees in moderating the GOVD-
financial performance relationship is examined in
Table 10. The results shed light on the impact of different
board standing committee indices on the relationship
between governance disclosure (GOVD) of MNEs and
various accounting measures, (ROA, ROE, ROC, and
ROI). Overall, our findings support the agency perspec-
tive, emphasising the crucial role of a firm's governance
structure in aligning the interests of managers and share-
holders, thereby enhancing financial performance.
Specifically, the results reveal that the aggregate
BCMTIND has a negative effect on the relationship
between GOVD and ROA, particularly at the 0.50 and
0.95 quartile levels of GOVD scores. However, it has a
positive impact on the relationship between GOVD and
ROE, but only at the 0.25 quantile level. These findings
suggest that a high-quality corporate board system, as
measured by BCMTIND, can contribute to improved
accounting returns for MNEs (Fich & Shivdasani, 2006).
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Furthermore, the AUDCIND negatively affects the
relationship between GOVD and three accounting mea-
sures (ROA, ROC, and ROI) for MNEs with median
GOVD scores. This result supports the argument that
robust auditor committee arrangements play a crucial
role in ensuring the reliability of ethical disclosures and
their connection with financial outcomes (Bartov
et al., 2002). On the other hand, the COMCIND has an
insignificant effect on the relationship between GOVD
and the selected accounting measures at all quantile
levels of GOVD scores. This could be attributed to the
limited variation in the COMCIND within our MNE sam-
ple, which may have failed to capture the complex inter-
play between governance disclosures and financial
outcomes.

Finally, the SUSCIND positively influences the rela-
tionship between GOVD and the ROA ratio, but this
effect is only significant for MNEs with the upper 0.95
level of GOVD scores. Conversely, the SUSCIND nega-
tively affects the relationship between GOVD and the
ROI ratio at the 0.25 and 0.50 quartile levels of GOVD
scores. These findings highlight the importance of consid-
ering the responsibilities of stakeholder engagement
managers in shaping the financial performance of MNEs
(Waddock & Graves, 1997).

The results presented in Table 11 explore the interac-
tion effects of different sub-committee indices on the
relationship between governance disclosure (GOVD) of
MNESs and their financial performance, as measured by
the market-based measures (TOBQ, EPS, DPS, and SGR).

Notably, the aggregate BCMTIND has an adverse
effect on the relationship between GOVD and TOBQ at
the low and median quantile levels of GOVD scores. This
finding aligns with prior research findings (Almeyda &
Darmansya, 2019; Uyar et al, 2021). Conversely,
BCMTIND positively impacts the relationship between
GOVD and the market-based measures (EPS and DPS),
specifically at the median and upper 0.75 quantile levels.
This result supports previous empirical studies
(Barney, 1991).

The AUDCIND has a negative effect on the relationship
between GOVD and two market-based measures (TOBQ
and DPS) for MNEs with low and median GOVD scores,
consistent with previous research (Abdi et al., 2022; Ahmad
et al., 2021). However, we found that AUDCIND has an
insignificant moderating effect on the relationship between
GOVD and two market-based measures (SGR and EPS) at
all quantile levels. The COMPIND positively mediates the
relationship between GOVD and the market-based mea-
sures (TOBQ and DPS) ratios for companies with median
and 0.75 quantile levels of GOVD scores, in line with some
prior studies (Barney, 1991). However, COMPIND has an

insignificant mediating effect on the relationship between
GOVD and two market-based measures (SGR and EPS) at
all quantile levels of GOVD scores.

The NOMCIND positively mediates the relationship
between GOVD and DPS ratio at the median and upper
0.75 quantile levels of GOVD scores, consistent with prior
research (Almeyda & Darmansya, 2019; Uyar
et al., 2021). On the other hand, NOMCIND negatively
affects the relationship between GOVD and TOBQ at the
median quantile level, in line with previous studies (Abdi
et al.,, 2022; Ahmad et al., 2021). However, we found
insignificant effects of NOMCIND on the relationship
between GOVD and two market-based measures (SGR
and EPS) at all quantile levels.

The SUSCIND has a positive effect on the relation-
ship between GOVD reporting scores and two market-
related measures (EPS and DPS) for low and median
quantile levels. However, SUSCIND does not signifi-
cantly impact the relationship between GOVD and TOBQ
at all quantile levels. This finding aligns with the
research by Uyar et al. (2021) and Almeyda and Darman-
sya (2019). These results support both the resource-based
and stakeholders’ hypotheses, suggesting that companies
with better access to critical resources tend to adopt
higher environmental and social standards, resulting in
associated financial outcomes (Abdi et al., 2022; Ahmad
et al., 2021; Barney, 1991).

5.3 | Robustness analysis

Robustness analysis is a crucial aspect of an empirical
research as it helps to ensure that the results obtained are
reliable and unchanging to different estimation assump-
tions, conditions, and methods. In the context of this
study, robustness analysis was conducted to test the
validity of the results obtained from the conventional
quantile regression models to the endogenous and unob-
served variable problem. Consequently, we re-estimated
models 1 to 4 at first difference with lagged dependent and
explanatory variables comprising our selected accounting
and market-based performance indicators and board com-
mittees as instruments to control for endogeneity. Desender
and Epure (2021) and Sarhan and Al-Najjar (2022) have used
similar internal instrument approach in their research. Addi-
tionally, using lagged financial performance variables as
instruments is in line with the evidence that prior financial
outcomes affect future ESG disclosure scores (Chang &
Lee, 2022). In addition, the decision to consider our four
board committees as instruments is supported by the finding
that firms with effective board committees and strong finan-
cial performance are more likely to engage in ESG activities,
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which enhances their sustainable competitive advantage
(Chang & Lee, 2022).

The results of Hausman tests of the validity of the
regression models at first difference with lagged internal
variables as instruments indicate that the p-values for all
models are greater than the significance level of 0.05.
Hence, we may infer that errors associated with endo-
geneity and heterogeneity are minimised in the first dif-
ference instrumental quantile regression models.
Nonetheless, we observed that the results of the re-
estimated first difference instrumental quantile regres-
sions are comparable to the results reported for the
respective conventional quantile regression models. Such
consistency indicates that our original results are robust
to the potential endogeneity and heterogeneity biases
arising from correlated and omitted explanatory variables
respectively. This offers confidence in the estimated
regression results with their associated policy recommen-
dations (see Tables 12 and 13).

6 | CONCLUSION

This study examines the role of combined and individual
board committee indexes in moderating the relationship
between ESG disclosure and the financial performance of
MNEs listed on major stock markets in 40 countries from
2009 to 2019 (i.e., 5500 firm-year observations). The study
employs four accounting-based measures, namely return
on equity (ROA), return on assets (ROE), return on capi-
tal (ROC), and return on invested capital (ROI), in addi-
tion to four market-based measures: Tobin Q (TOBQ),
earnings per share (EPS), dividends per share (DPS), and
sustainable growth rate (SGR). These performance mea-
sures are used as dependent variables, while the aggre-
gated ESG disclosure score and its three components
serve as explanatory variables.

In summary, the study revealed that the combined
board committee index has a positive impact on the
relationship between ESG disclosure and accounting
measures for large MNEs. The compensation and nomi-
nation committee indexes strengthen this relationship,
while the audit and sustainability committee indexes
weaken the association. The combined index has a nega-
tive effect on the relationship between ESG disclosure
and TOBQ and SGR, but a positive effect on EPS and
DPS. The audit committee index negatively influences
the correlation between aggregate ESG and market-
based performance indicators, while the compensation
and nomination committee indexes have positive effects.
The sustainability committee index reinforces the rela-
tionship between aggregate ESG disclosure and market
outcomes, except for the SGR ratio. Additionally, the

combined board committee index positively affects the
relationship between ENVD and accounting-based per-
formance measures for large MNEs, with the audit and
sustainability committee indexes negatively impacting
this relationship. The compensation committee index
positively affects ENVD for large MNEs, while the nom-
ination committee index has a positive influence for
small and medium MNEs. Also, the combined index
positively influences the relationship between ENVD
and market-related measures, by contrast to the nega-
tive impact of audit committee on EPS. The compensa-
tion committee index has a positive impact, and the
sustainability committee index has a positive effect,
except for the SGR ratio.

Additionally, our study found that combined board
committee has positive impact on SOCD-accounting rela-
tionship in large MNEs. Audit committee has an adverse
effect, sustainability committee varies with MNE size.
Compensation committee influences accounting-SOCD
link positively for large MNEs, nomination committee
shows positive impact across quantiles. Combined board
committee favours the association between SOCD-
market measures in large MNEs, negatively affects the
same in small MNEs. Audit committee hampers market-
SOCD link, while compensation committee has favour-
able impact. Nomination committee influences certain
market-based measures positively, while sustainability
committee has mixed effects. Compensation committee
reinforces the connection with market-based measures.
Nomination and sustainability committees have mixed
effects on market-SOCD nexus, depending on MNE size
and choice of performance metric. We found that com-
bined board committee moderates GOVD-accounting
relationship differently for MNE sizes. Audit and sustain-
ability committees negatively impact GOVD-accounting
link, compensation committee has no significant impact.
Nomination committee index weakens the correlation
with accounting-GOVD in large MNEs. Combined board
committee aids links between GOVD-market measures,
hampers TOBQ for small MNEs. Audit committee nega-
tively affects the link between GOVD governance and the
market-based measures (TOBQ and DPS).

The findings of this study have important implications
for policy makers, society, and academia. Policy makers
should consider incorporating ESG disclosure requirements
into regulatory frameworks, as the study highlights its sig-
nificance in driving financial performance for MNEs. More-
over, the study emphasises the importance of combining
the activities of board committees, particularly compensa-
tion and nomination committees, in fostering the positive
relationship between ESG disclosure and performance out-
comes. For society, the results indicate that companies with
strong ESG standards tend to outperform financially,
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providing valuable insights for investors interested in ethical
and sustainable investment opportunities. From an aca-
demic standpoint, the research sheds light on the role of
board committees in shaping the link between ESG disclo-
sure and financial performance, offering new theoretical
perspectives, and contributing to the understanding of cor-
porate governance dynamics in the context of ESG prac-
tices. Finally, MNEs should prioritize strengthening their
combined board committee index, as it has a positive
impact on the ESG-performance relationship compared
with its individual components. This can be achieved by
ensuring that board committees members have the neces-
sary expertise, knowledge, and experience to integrate ESG
practices into decision-making processes.

To further advance the understanding of the role of
board committee indexes in moderating the ESG-corporate
performance relationship, future research can explore sev-
eral avenues. First, conducting a longitudinal analysis
beyond the study period would provide insights into the
evolving nature of this relationship in the post-Covid pan-
demic era. Understanding how the moderating effects of
board committee indexes may change in response to shift-
ing market dynamics and evolving ESG standards should
guide MNEs in adapting their governance strategies. Sec-
ond, industry-specific studies can delve into the unique
ESG challenges and opportunities faced by different sectors.
This would allow for tailored recommendations and best
practices unique to each industry. Additionally, cross-
country analysis can help uncover the influence of the qual-
ity of external institutions and regulations on the moderat-
ing effects of board committee indexes. Comparing MNEs
operating in diverse countries would provide valuable
insights for shaping governance practices globally. Finally,
qualitative exploration through interviews and case studies
can provide a deeper understanding of the channels
through which board committee indexes influence the
ESG-corporate performance relationship. This qualitative
approach can uncover additional factors and dynamics that
quantitative analyses may not capture, enhancing the rich-
ness of future research in this area. Additionally, the study
only considered a limited number of board committees
(audit, compensation, nomination, and sustainability), and
future research could explore the potential impact of other
board advisory and monitoring committees, such as risk,
compliance, strategy, and human resources committees, if
data becomes available. Moreover, expanding the sample
size to include a broader range of MNEs, encompassing
both public and private companies, would enhance the gen-
eralizability of the findings. By addressing these research
gaps, future studies can further enrich our understanding of
the complex interplay between ESG disclosure, board com-
mittees, and financial performance outcomes in multina-
tional contexts.
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