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ABSTRACT 

Purpose - This research intends to interpret corporate governance's effect on the relationship between 

sustainability performance and financial performance. 

Research Method - The research method used is panel data regression. Research data is quantitative 

data obtained from the Indonesian Stock Exchange. The sample selection procedure used a purposive 

sampling method from 767 listed companies, and 53 met the criteria. 

Findings - The research results prove that board size and CEO duality do not affect sustainability 

performance. The board independence and female directors significantly impact sustainability 

performance. Furthermore, researchers also found that corporate governance cannot moderate the 

relationship between sustainability and financial performance. 

Implication - The research findings conclude that board independence and female directors can pay 

more attention to sustainability performance, which can be used as a reference in making corporate 

governance and sustainability policies. 
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INTRODUCTION 

In general, companies have a long-term goal to optimize corporate sustainability and 

finance. The company's commitment to corporate sustainability performance or usually 

abbreviated as CSP is a disclosure of the company's sustainability to stakeholders and has a 

significant relationship in the knowledge of the business model of corporate governance and 

financial performance (Manning et al., 2019). 

Companies in carrying out business practices are also involved in several cases related to 

environmental, social and economic aspects. One of them is the case of environmental pollution 

at PT Mayora Indah Tbk, which is suspected of polluting non-B3 waste which makes river 

water around the public polluted by chemicals (Tempo.co, 2021). The problem occurred due to 

the lack of waste treatment and the prohibition of liquid waste disposal in Tangerang Regency. 

In 2018, the Lippo group consisting of PT Lippo Cikarag Tbk and PT Lippo Karawaci Tbk 

experienced corruption which harmed many investors and shareholders, at that time the shares 

in the PT fell around (14.77%) to 1,385 and fell 8 percentage points by 2.68%, this shows the 

low awareness of aspects of corporate governance (Pratamaindomitra.co.id, 2021).  

Business problems that occur in the Indonesian stock market make people want to 

implement management policies to reduce the problems that occur. Some of the cases 

mentioned above are a form of lack of corporate responsibility in various sectors for sustainable 

development activities. The more cases that occur in state-owned enterprises, the higher the 

financial, environmental, social and economic aspects that must be considered. According to 

(2021), sustainability performance assessment is important because various company practices 

can weaken this aspect. Businesses in manufacturing and mining companies generally require 

raw materials from nature. If their use is not limited and controlled, it can cause damage to the 

natural environment (Sembiring, 2020). 

The importance of corporate sustainability disclosures has become an awareness as 

society's economic, environmental and social concerns grow. Company activities have an 

impact on the surrounding community (Anita & Jeny, 2021). This activity not only shows the 

level of a company's concern for social and environmental issues, but also participates in 

realizing sustainable development. Company sustainability is an important reason for long-term 

investment. With sustainability performance, stakeholders have the right to know the social and 

environmental impacts of the products used for operational activities (Buertey et al., 2020). 

Disclosure of sustainability performance is important for both internal and external 

stakeholders (Feng et al., 2018).   

According to (2017), (2019), (2020), (2019), (2019) found that good governance can 

encourage sustainability performance in the effectiveness of company performance. According 

to (2021) corporate governance also affects sustainability performance which has an important 

role from one side of the important objectives that establish a company to improve shareholder 

welfare. The governance system is needed in a company to provide effective protection to 

shareholders and creditors, most of the governance focuses on the literature of the company's 

internal mechanisms (Hussain et al., 2018a) According to (2021), (2016) and (2017) said that 

governance has a positive effect on sustainability performance.  

The importance of the independence of the board of directors in a mechanism that 

supervises the business process. The independent board of directors has no business relationship 

whose role is to provide supervision in carrying out the interests of the company. The 

independence of the board of directors is able to provide a neutral attitude towards all decisions 

made by the board of directors. The independence of the board of directors is expected to be 

able to provide wider information to each stakeholder (Anita & Lasma, 2021). Female directors 

are an aspect of company sustainability, defined as the presence of female directors in the 

company structure. The presence of female directors is noted by (2019) as a board that has 

moral values and board effectiveness. Influence on the board is important, in order to provide 



Anita & Fatmasari | Sustainability Performance and Corporate Financial Performance: The 
Moderating Effect of Corporate Governance 

 

 

257 

more motivation to the various aspects of women with moral values and tend to use 

conservative strategies. CEO duality is someone who occupies two positions at once, namely 

as a board of commissioners and a board of directors in a company (Muange & Kiptoo, 2020a) 

In Indonesia, based on Law No. 40 of 2007, companies are required to adopt a two-tier board 

system, which regulates the roles and functions of the board of directors and the board of 

commissioners separately. Therefore, CEO duality in Indonesia is measured by looking at the 

affiliation relationships of the board of commissioners and directors that can exert influence on 

board members (2021). According to research by (Ammari, 2021), argues that CEO duality can 

reduce board independence and effectiveness and increase CEO power in decision making.  

Companies always try to gain public trust, one of the company's efforts to achieve public 

trust with good governance (Munir et al., 2019). Corporate governance acts as a company 

guideline in carrying out operational activities and balancing stakeholders. Companies examine 

the feasibility of financial governance measured by the eligibility framework of the totality of 

board size, board independence, female board, duality of CEOs who have responsibility for 

sustainability (Ullah, 2019). Many studies have focused on corporate governance and 

sustainability contributing to firm performance for sustainability disclosure as well as given the 

mixed results for the relationship of governance and firm performance and sustainability 

companies (Ortas et al., 2017). 

The company's  ability to serve as a measure of success in terms of financial performance 

and become a reference point set by investors and shareholders as a policy in evaluating 

sustainable development improvements. With the help of financial performance, it is able to 

determine the level of profit of a company in liquidity and profitability during a certain period 

(Anita & Amalia, 2021).  

Some studies approach the subject of sustainability performance with financial 

performance. Financial performance or corporate financial performance (CFP) is a concept in 

determining the success of a company in generating profits that have been achieved from 

various financial activities. Corporate governance is certainly able to affect financial 

performance, which is certainly one that will be directed in the relationship of the moderating 

variables of corporate governance and sustainability performance in the study (Aunga & 

Nathan, 2018). 

The role of corporate governance on corporate financial performance has been widely 

studied in the literature, research on the relationship between corporate governance and 

corporate sustainability performance has not been widely studied. The existing literature lacks 

empirical research on the relationship between corporate governance and corporate 

sustainability performance, especially studies that examine the joint effects of corporate 

governance and corporate sustainability performance on corporate financial performance. This 

study contributes to the corporate governance literature by exploring the influence of corporate 

governance on corporate sustainability performance and specifically the moderating effect of 

corporate governance on the relationship of sustainability performance and corporate financial 

performance. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Agency Theory 

Agency theory is a theory proposed by (Jensen & Mecklng, 1976) states the theory of 

inequality of interests between principals (shareholders) and agents (management). Researchers 

(2022) stated that management actions are largely driven by their own interests, with human 

nature acting to prioritize their own interests. The conflict according to (2020) can be overcome 

by a control mechanism that can reduce the asymmetry of ownership information and 

management interests. In order to work on these problems, corporate governance is 

implemented which involves a series of people such as company management (board), 
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shareholders and stakeholders to achieve goals equally and performance in the company can be 

improved.  

According to (2021), agency theory helps in understanding the relationship between 

owners and management, the consequences of agency problems and ways to overcome through 

governance that involves a series of shareholders, company management and all stakeholders. 

This reflects governance that aligns the objectives of good management in achieving 

sustainability performance (Ngatno et al., 2020). Based on agency theory, governance research 

can encourage shareholders with board characteristics with board size and board independence 

variables carried out in testing their influence on sustainability performance.  

 

Resource Dependence Theory  

Resource dependency theory is a theory that sees a perspective for all humans in the form 

of resources owned by the company and used as much as possible (Pfeffer & Gerald, 1978). 

According to (2018) found that this theory is indispensable in the perspective of women's 

participation with resources that companies can rely on in improving sustainability 

performance. In a complex business environment financial performance requires advice from 

shareholders, thus this theory illustrates that providing resources that include gender diversity 

to support management is less controlling of the uncertainty of external dependencies. In this 

case, gender diversity is seen as a relationship-oriented attribute that provides predictive power 

for behavior and attitudes towards performance (Aprilia et al., 2020).  

 

Relationship between Board Size and Sustainability Performance 

One of the main factors in corporate governance is board size. Board size is the number 

of directors of the company's management board in a given year used to calculate internal and 

external size, and size varies from company to company (Pareek et al., 2019b). According to 

agency theory, the size of the board of directors can be said to be a larger board in having very 

high profits and obtaining more information (Tanujaya & Anggreany, 2021) The number of 

boards of directors in accordance with the size of the company controls the company's activities 

more effectively and forms a good network with external parties (Hafidzi, 2019).  

According to (Endrikat et al., 2021) explained that the size of the board of directors has 

a significant positive relationship with sustainability performance because as the board of 

directors grows, supervision in the company is more effective. The larger the size of the board 

of directors will make it possible to ensure social responsibility activities.  

H1:  Board size has a significant effect on sustainability performance.  

 

Relationship between Board Independence and Sustainability Performance 

The independence of the board of directors is an unaffiliated party and protects minority 

shareholders, which has a positive impact on environmental disclosure based on the dominant 

role and position, and is the most important part of corporate governance when the board of 

directors makes financially fairer judgments (Pareek et al., 2019b) According to (2022) there is 

transparency in financial accounts and the value of corporate sustainability with board 

independence that strengthens the functions and duties of directors, independent directors 

function in ensuring that the board of directors is able to fulfill their respective roles objectively 

and responsibly. 

Researcher (2020) who say that the existence of independent directors cannot supervise 

management in the company's operations in the implementation and disclosure of social 

responsibility. According to (2020) and (2020) said that the number of independent board of 

directors does not have a major impact on sustainability performance disclosure. Companies 

with a higher share of independent board members have higher quality sustainability reporting, 
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it is stated that having a high board of directors can encourage companies to provide more 

information to stakeholders (Naciti, 2019).  

H2: Independence of the board of directors has a significant effect on sustainability 

performance  

 

The Relationship of CEO Duality to Sustainability Performance  

CEO duality has always been widely debated in academia regarding the impact of 

corporate CEOs. CEO duality is a dual attribute in corporate governance that is often a 

reflection of power in an organization on company performance (Chandra & Devie, 2017). 

CEO duality from the perspective of stewardship and agency theory occurs when the CEO and 

the chairman of the board of commissioners are the same person and are responsible for 

themselves, which can lead to conflicts of interest between shareholders and managers (2021). 

Researcher (2021), (Adel et al., 2019), (2020), (Muange & Kiptoo, 2020), (2017), (2021), 

and (2022) various studies found that CEO duality has a significant effect on sustainability 

performance. In the Indonesian context, CEO duality is measured using a dummy variable 

located in the family relationship of the board of directors and commissioners (Nazar, 2016a). 

This is because the two-tier board system has been approved under the Limited Liability 

Company Law No. 40 of 2007 (Sutedja, 2021).  

H3:  CEO duality has a significant effect on sustainability performance. 

 

The Relationship of Women Directors to Sustainability Performance  

The size and diversity of the board components in terms of the number of women and the 

number of outsiders are interpreted in different ways to be related to a more varied set of 

objectives (Hussain et al., 2018b). The diversity of female board measurements is associated in 

greater orientation towards corporate sustainability performance with differences in 

backgrounds that act to encourage women to take more initiative in sustainability performance. 

According to (2019) the presence of a female board of directors in sustainability 

performance has a considerable impact on the willingness to consider sustainability 

performance is higher. According to (Reddy & Jadhav, 2019), (2021), (2022), (2020) and 

(Pareek et al., 2019) female directors are a significant aspect in the sustainability of the 

company, because female directors have morale and effectiveness that are very important to 

provide motivation to various aspects of women.  

H4: Female  board of directors has a significant effect on sustainability performance. 

 

The Moderating Role of Governance on Sustainability Performance and Financial 

Performance 

Corporate governance improves company standards (Yopie & Robin, 2023),  so that the 

higher the company's financial performance (Robiyanto et al., 2019b). Corporate governance 

is said to have a positive influence with the large number of intangible assets in increasing the 

implementation of sustainability performance and more effective supervision (Bawaneh, 

2020b). 

According to agency theory, research conducted by (2017) used governance as a 

moderating variable with indicators of board size, board independence, CEO duality and female 

board of directors. A larger board size can strengthen the relationship between CSP and 

financial performance because it can be handled effectively in dealing with finance. The 

independence of the board of directors is an effective supervisor because it is not involved in 

the management of the company and can provide more objective solutions to the problems of 

the activities carried out (Aksoy et al., 2020). CEO duality can have an effect on financial 

performance because it can limit the concentration of power, which is responsible for limiting 

shareholders (Shahbaz et al., 2020) Gender in a female board of directors can affect a company. 
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With respect to the influence of female boards of directors on sustainability performance, 

(2017) attributed more ethical values to female than male boards, suggesting women have a 

better attitude towards influencing the decision-making process.  

According to (2019), governance can provide benefits to the company's financial 

performance to be better, due to an increase in profit or rate of return which raises trust and 

interest among investors. A company with good value is a company with good financial 

performance, so a company supervision and control is needed. The implementation of 

governance is also a signal within the company to be responsible independently and fairly in 

producing good financial performance output. If a company can implement this well, it will 

gain greater advantages in easy capital raising, lower cost of capital, better business and 

financial performance and better share price.  

With the implementation of governance, it can improve the company's performance 

financially. Based on research (2021), that governance does not moderate the financial 

performance relationship because a low level of profitability on return on assets will stimulate 

stakeholders in assessing investment and sales capabilities.  

The implementation of good governance can also be influenced by the existence of 

sustainability performance accountability. The concept of governance is widely developed in 

companies to provide an understanding of the dominant role in organizing community 

development. Economic development and corporate growth in commercial value creation have 

a positive effect on the development of business life, but also have a negative impact on the 

growth of social and environmental inequality that occurs.  

Governance disclosure of sustainability performance is indispensable in companies in 

building corporate reputation, competitive advantage and investment decision making. 

Researcher (2017) concluded that many investors consider disclosure of governance and 

sustainability performance as a proxy in assessing management quality. Furthermore, the 

influence of governance can support investors' assessment of the company's future 

opportunities, risks, and performance.  

Sustainability performance within the ethical and moral guidelines of a regulatory body 

that encourages companies to make social issues a fair consideration and guideline. Thus, in 

addition to owners, stakeholders also have the power to decide on the right  action by the 

company (Pieritsz, 2021).  

H5:  Governance can strengthen or weaken the relationship between sustainability and 

financial performance. 

 

RESEARCH METHODS 

The research method is a quantitative method in the steps taken by researchers to collect 

data and information that has been processed in scientific analysis. This method uses 

calculations as a means of processing data which includes basic research to real ize concepts 

that do not have a direct impact, but are expected to be a support in theory development. 

The population used for this study are public companies listed on the Indonesia Stock 

Exchange (IDX) for the 2017-2021 period. The technique used in collecting samples is 

purposive sampling technique where the sample must be based on certain criteria and 

qualifications (Sugiyono, 2020). The following criteria apply in sample selection: (1) 

Companies listed on the Indonesia Stock Exchange (IDX) in 2017-2021, and (2) Companies 

whose annual reports and sustainability reports are complete with the data in this study for 5 

years (2017-2021). Of the 767 companies listed on the IDX website as of the end of 2021, there 

are 53 companies that meet the sample criteria. 

 

Dependent Variable  

Sustainability Performance (CSP) 



Anita & Fatmasari | Sustainability Performance and Corporate Financial Performance: The 
Moderating Effect of Corporate Governance 

 

 

261 

Corporate sustainability performance or can be abbreviated as CSP is a business approach 

taken by each company in order to create the interests of consumers and employees and CSP 

balances the interests of elements in the economy, environment and social (Kantabutra & 

Ketprapakorn, 2020). This measurement is based on the total combination score of three 

dimensions, namely: economic, social, environmental. This study measures the combination 

score contained in the company's sustainability report that meets the criteria and is measured 

based on the GRI Standard. Each item that meets the GRI Standard indicators is given a number 

1 which is disclosed and number 0 is an item that is not disclosed. The formula for calculating 

CSP according to (Ahmad et al., 2017) are:  

 

CSP =
∑ ni=1Xi

N
 

Description:  

CSP  = Corporate Sustainability Performance 

∑n
i=1 xi = Total number of CSP items disclosed 

N = Number of disclosure items based on GRI Standard 

 

Financial Performance (CFP) 

 In this study, financial performance or corporate financial performance (CSP) is 

measured using Tobin's Q. Tobin's Q is the ratio of the company's market value to the value of 

the company's assets (Ali et al., 2020). Tobin's Q is measured by adding the market value of 

equity to the book value of debt and dividing by the book value of total assets or assets. The 

market value of equity is obtained by multiplying the closing price of shares by the number of 

shares on the open market. Tobin's Q data is obtained from annual reports in the form of stock 

overviews and financial statements. The formula for calculating financial performance 

according to (2018) are:  

 

Tobin′s Q =
(∑ number of share outstanding x closing stock price) + total liabilities 

total asset
 

 

Independent Variable  

Board of Directors Size (BSIZE) 

 The total board of directors is used to determine the size of the board by determining 

how many boards of directors are in the company. The size of the board of directors in the 

company's decision-making process can have a good effect on creating efficient and effective 

management in a company (Alabdullah et al., 2019b). Board size can be formulated according 

to (Alabdullah et al., 2019) as follows:  

 

Board Size = number of directors in the company 

 

Independence of the Board of Directors (BIND) 

 The independence of the board of directors or board independence of the board that 

provides control and direction to the board of directors. (Pham & Nguyen, 2020) stated that a 

small amount of board independence will improve company performance. The independence 

of the board of directors serves to oversee whether the directors have fulfilled their roles and 

responsibilities properly. Board independence can be formulated according to (Pareek et al., 

2019) as follows: 

 

Board Independence =
total proportion of independent directors

total number of directors
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CEO Duality (CEODUAL) 

 CEO duality is a person who holds the position of CEO and Chairman of the Board in a 

company. The emergence of CEO duality can weaken the company's sustainability performance 

relationship so that it can have a less effective impact in producing a decision, due to having a 

family affiliation between the board of directors and commissioners in the Indonesian context 

company (Nazar, 2016b). CEO duality can be measured by a dummy variable, namely in this 

variable if there is a family relationship between the board of directors and commissioners, it 

can give code 1 "and vice versa if it does not have a relationship then give code 0" (Younas et 

al., 2019) 

 

Female Board of Directors (FEMALE) 

Female board of directors is a diversity that focuses on the presence of female board 

members in a company (Hussain et al., 2018b). The formula used in measuring the female board 

of directors, if a company adheres to female directors then give the number 1 and if not then 

the number 0 (Lu, 2021b).  

 

Moderating Variables  

Governance is a system of controlling and regulating companies that can be seen from 

the relationship mechanisms in various parties. The role of governance in the sustainability 

performance relationship is as an accountability to stakeholders and as a control in overseeing 

fraudulent financial reporting and set goals (Teti et al., 2016). Poor corporate governance can 

lead to fraud, otherwise good governance can contribute to shareholders. Measurement of 

governance can be done with the sample median on the four independent variables consisting 

of Bsize, Bind, CEO Duality, and Female with the provisions of calculations from 0 to 4. 

 

Control Variables 

Company Size (SIZE)  

Company size is an influential indicator in sustainability performance. The total assets of 

the company are obtained from the financial statements in the form of a statement of financial 

position. Measurement of company size can be done with the natural logarithm of the 

company's total assets. The following is the formula for calculating company size according to 

(Toly et al., 2019): 

 

Company Size = Ln (Total assets) 

 

Leverage (LEV) 

Measurement of the leverage ratio is calculated by comparing total debt to total assets. 

Measuring assets financed with debt to increase the level of income for company owners. The 

formula for calculating leverage according to (2021) are:  

 

Leverage =
total debt

total asset
 

 

Cash Flow from Operations (CFO) 

 The company's cash flow or cash flow operation is a description of the cash in and cash 

out report of a company in a certain period with the company's ability to generate cash from an 

operating activity. The amount of cash flow arising from the entity's operating indicators by 

generating sufficient cash flow (Ni et al., 2019a). Cash flow measurement can be measured 



Anita & Fatmasari | Sustainability Performance and Corporate Financial Performance: The 
Moderating Effect of Corporate Governance 

 

 

263 

through operating cash flow divided by the final balance of assets, and can be formulated 

according to (Ni et al., 2019) as follows:  

 

Operating Cash Flow =
total operating cash flow

𝑎sset ending balance
 

 

Growth Ratio (SG) 

 The sales growth  ratio is a ratio that describes the company's ability to maintain its 

economic position by relying on sales from external parties. Sales have a strategic influence on 

the company by supporting the amount of assets or assets that have an important role in 

increasing the company's capital. The growth ratio can be formulated according to (Dianova & 

Nahumury, 2019) as follows: 

 

Growth Ratio =
salest − salest−1

salest−1
 

Description:  

Salest  = Sales now  

Salest-1  = Sales of the previous year  

 

Capital Intensity (CAPIN) 

Capital intensity plays an important role for company management because it can 

determine the amount of company assets in generating revenue (Lannelongue et al., 2017a) The 

formula used in calculating capital intensity according to (Lannelongue et al., 2017) is:  

 

Capital intensity =
sales

asset
 

 

NEWNESS of Fixed Assets 

 Each type of fixed asset such as land, buildings, inventory and so on in the position of 

the financial statements in detail in the notes to the financial statements (Darmawan, 2021a). 

The measurement used to calculate newness according to (Darmawan, 2021) are:  

 

Newness =
book value of asset

Deprecation expense
 

 

Data Collection and Analysis Techniques 

  Data collection took place using secondary data sourced from annual reports and 

sustainability reports. The reports can be obtained from the website www.idx.co.id. The study 

used panel regression method to analyze the data and test the research hypothesis. The data 

research steps consist of descriptive statistical analysis, outlier testing, selection of the best 

model and hypothesis testing using Eviews. The regression equation for the research model is 

as follows:  

Model 1 = CSPit  = β + β Bsize + β Bind + β0 1it2 it3 it4   + β CeoDualFemale + βit5  Size + βir6 Lev 

+ β it7  CFO + βit 8  SG + βit 9  Newness + βit 10  Capinit +εit 

Model 2 = CFPit  = β + β0 1 CSP + β CGOVit-1 2 it3  +βCSP *CGOV + βit-1 it 4  Size + βir5 Lev + β 

it6  CFO + βit 7  SG + βit 8  Newness + βit 9  Capinit +εit 

RESEARCH RESULTS AND DISCUSSION 

Table 1. Descriptive Statistical Test of Ratio Variables 
Variables N Minimum Maximum Mean Std. Deviation 

CSP 265 0,0130 0,8701 0,321882 0,1475230 
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TOBINS_Q 265 0,1679 23,2858 1,637801 2,5418921 

BSIZE 265 3,0000 17,0000 6,867925 2,4435888 

BIND 265 0,0000 0,3333 0,044168 0,0820511 

SIZE (In Millions) 265 IDR 

2,510,078 

IDR 

1,725,611,128 

IDR 

147,946,131 

IDR 

311,337,529 

LEV 265 0,0480 1,8495 0,628103 0,2576397 

CFO 265 -1,7968 3,9499 0,375338 0,5627009 

SG 265 -0,9660 15,9611 0,293635 1,5225180 

NEWNESS 265 1,9266 84,5696 13,620015 10,1282182 

CAPIN 265 0,8468 567,3452 18,923915 48,1902540 

Valid N (listwise) 265 
    

Source: Secondary Data Processed, 2023 

 

Descriptive statistics is a form of data analysis that is used to describe and describe more 

clearly the object being studied so that it is easy to understand (Rostami et al., 2016). This 

procedure presents a number of information regarding how the data is presented as outlined in 

the form of average, maximum, minimum, and standard deviation. Table 1 based on the results 

of descriptive statistical analysis of ratio variables can be concluded that a total of 265 samples 

contain N valid data. As the dependent variable of this study, sustainability performance (CSP) 

has a minimum value of 0.0130, a maximum value of 0.8701 and an average value of 0.321882 

with a standard deviation of 0.1475230. This illustrates that most companies in Indonesia have 

disclosed sustainability reports, although the sustainability performance disclosure score in 

IDX companies is still quite low (<50%). 

Tobin's Q is the dependent variable in measuring financial performance which has an 

average value of 1.637801. The minimum value of BSIZE is 3 while the maximum is 17, this 

reflects that the size of the board of directors has fulfilled regulation number 60 / POJK.04 / 

2016, namely with a minimum of 3 directors in the company. The average value of BIND is 

0.044168, indicating that the company on average has met the requirements for the number of 

independent members of the board stipulated in regulation No. 33 / POJK.04 / 2014, with the 

condition that the number of independence members of the board of directors is no more than 

30% of the number of independent members of the board of directors.  

 

Table 2. Descriptive Statistical Test of Dummy Variables 
Variables Description Frequency Percent 

CEO Duality 0 = Board of Directors and Commissioners Have No Family 

Relationship 

233 87,9 

1=Board of Directors and Commissioners Have Family Relationship 32 12,1 

 
Variables Description Frequency Percent 

Female Director 
0=No female director 110 41,5 

1=Have a Female Director 155 58,5 

 

 
Variables Description Frequency Percent 

Governance (CGOV) 

0 28 10,6 

1 92 34,7 

2 102 38,5 

3 32 12,1 
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4 11 4,2 

Source: Secondary Data Processed, 2023 

 

Table 2 shows the descriptive statistical test specifically for dummy variables. Data with 

dummy variables are the variables of CEO duality and female directors. The results of table 2 

show that companies that have CEO duality are 12.1%. This is because as many as 87.9% of 

the companies consisting of boards and authorized representatives are not related to family 

relationships. The table above also shows that 58.5% of companies have female directors. In 

the calculation of governance, the median number of board size (BSIZE), board independence 

(BIND), CEO duality (CEODUAL), female directors (FEMALE) with a range of numbers 

ranging from 0-4 and summed all governance calculations to get the value.  

 

Outlier Test  

 The outlier  test is used to identify data deviations. Data deviations can be in the form of 

data that has a significant difference compared to other data sets. Z-score is a standardized value 

for each data that shows the size of the data deviation from the average. Outlier data has a range 

of results between -3.00 and 3.00. Deviation occurs when the test results produce numbers 

outside the specified range (Ghozali et al., 2022). The results of the outlier test in model 1 show 

as much as 27 outlier data using the z-score method from 265 companies to 238 data. The 

results of the outlier test in model 2 show as much as 30 outlier data data using the z-score 

method from 265 companies to 235 data.  

 

Panel Regression Test 

Chow Test Results 

The Chow test is the process of testing data and selecting a model between PLS or FEM 

in estimating panel data. The reason for taking the Chow test value can be seen from the selected 

PLS probability value exceeding 0.0500, while the value obtained is less than 0.0500, then the 

best model is FEM. Table 3 displays the probability value of the chow test below 0.05 indicating 

that the best regression model is FEM. Therefore, the selection for both models will continue 

with the Hausman test.  

 

Table 3. Chow Test Results 

Source: Secondary Data Processed, 2023 

 

Hausman Test Results 

The Hausman test is a further testing process to determine the model between FEM or 

REM if the Chow test results are below 0.0500. In the Hausman test, it can be seen from the 

random chi statistic that a standard probability value smaller than 0.0500 will use the FEM 

model and a probability value greater than 0.0500 will use the REM model. Table 4 displays 

the results of the Hausman test with a fixed probability value. The probability in both models 
uses the FEM model, because the probability is below 0.005. Based on the results of the 

Hausman test, the best model for the second model is FEM.  

 

Table 4. Hausman Test Results 

Effects Test 

Prob. 

Conclusion Model Model 

1 2 

Effects Test 

Prob. 

Conclusion Model Model 

1 2 

Cross-section Chi-square 0,0000 0,0000 Fixed Effect Model 
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Random Cross-section 0,0172 0,0002 Fixed Effect Model 

Source: Secondary Data Processed, 2023 

 

Hypothesis Test Results  

F Test 

The F test is a test to see all the effects of the independent variable and the dependent 

variable simultaneously. If the probability value on the F-Statistic does not exceed 0.05, then 

the independent variable simultaneously has a significant effect on the dependent variable. 

Conversely, if the probability value on the F-Statistic exceeds 0.05, then the independent 

variable has no significant effect on the dependent variable. The probability value in Table 5 

shows results less than 0.05, namely 0.0000. This shows that all independent, control and 

moderation variables affect CSP and CFP simultaneously. 

 

Table 5. F Test Results 
Model Prob (F-Statistic) Conclusion 

CSP 0,0000 Significant effect 

CFP 0,0000 Significant effect 

Source: Secondary Data Processed, 2023 

 

Test t 

The t test is used for partial testing of the independent variable and the dependent variable 

with the provisions that are considered as a reference in determining the significance value, 

namely:  

a. If the significance value is smaller than 0.0500, it means that the independent variable 

has a significant effect on the dependent variable. 

b. If the significance value is greater than 0.0500, it means that the independent variable has 

no significant effect on the dependent variable. 

 

Table 6. Result of t Test 

Variables 
MODEL 1 MODEL 2 

Coefficient Prob Coefficient Prob 

CSP   -0,5087 0,0455 

CGOV   0,0445 0,4354 

CSP X CGOV   0,1446 0,3304 

BSIZE 0,002785 0,7785   

BIND -0,369385 0,0283   

CEODUALITY 0,069431 0,4169   

FEMALE  0,087215 0,0296   

SIZE 0,095608 0,1043 -0,4073 0,0002 

LEV -0,040014 0,8206 1,1161 0,0006 

CFO 0,047886 0,2328 0,2479 0,0005 

SG -0,003669 0,8378 -0,0889 0,0058 

NEWNESS  -0,001310 0,5810 -0,0006 0,8879 

CAPIN 0,001149 0,2059 -0,0019 0,2148 

Source: Secondary Data Processed, 2023 
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The effect of board size on the results of the t test does not have a significant impact on 

sustainability performance. This shows that BSIZE measured by the number of boards of 

directors does not have a significant relationship with the level of disclosure of sustainability 

performance. The test results are consistent with the research of (2020), (2017) and (2017)  

The independence of the board of directors significantly affects sustainability 

performance. This shows that the amount of independence of the board of directors affects the 

amount of disclosure in the sustainability report. These results are expressed by (2022), (2022), 

and (2020). 

CEO duality has an insignificant effect on sustainability performance. This proves that 

the affiliation relationship between the board of directors and commissioners has no significant 

effect on the level of sustainability performance. These results are expressed by (2018), 

(Ahmand et al., 2017).  

 Female board members significantly influence sustainability performance. This is 

because women have morale and effectiveness that is very important in providing motivation 

to various aspects of women and influencing decision making. These results were expressed by 

(Reddy & Jadhav, 2019), (Galletta et al., 2021) and (2021) that female boards have a significant 

relationship with sustainability report disclosure. 

Governance or CGOV as a moderator cannot strengthen or weaken the relationship 

between BSIZE, BIND, FEMALE and CEO DUALITY with sustainability and financial 

performance based on the significance values in Table 6. These results identify the rejection of 

H5. 
 

Adjusted R  Square Test Results (R )2 

Table 7. Test Results Adjusted R  Square 
Model Adjusted R2 Percentage 

I 0,469935 46,9935 

II 0,955561 95,5561 

Source: Secondary Data Processed, 2023 

 

This test is conducted to see how much the percentage of independent variables is able to 

explain the dependent variable in this study by observing the Adjusted R  Square (R2 ) value. 

The coefficient of determination in Table 7 in model I and model II is 0.469935 and 0.955561, 

which means that the independent, moderation, and control variables are able to explain the 

dependent variable, namely the sustainability performance variable and financial performance 

by 46.9% and 95.5%. The remaining 53.01% and 4.5% are explained by other variables not 

studied. 

 

 CONCLUSIONS AND SUGGESTIONS 

This study aims to identify the influence of the moderating effect of governance in the 

relationship between sustainability and financial performance of companies listed on the 

Indonesia Stock Exchange during the 2017-2021 period. The conclusions of this study include 

that the board size variable has no significant effect on sustainability performance, therefore 

hypothesis 1 is rejected, the board independence variable has a significant negative effect on 

sustainability performance, therefore hypothesis 2 is accepted, the CEO duality variable has no 

significant effect on sustainability performance, therefore hypothesis 3 is rejected, the female 

board variable has a significant effect on sustainability performance, therefore hypothesis 4 is 

accepted. Governance variables are not able to moderate the relationship between sustainability 

and financial performance, therefore hypothesis 5 is rejected. 

Based on the research process, there are limitations that need to be considered for future 

researchers. The limitation is that on the Indonesia Stock Exchange for sustainability reports, 
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many companies have not published consistently from 2017-2021. Suggestions for future 

research can expand the population or sample apart from companies that publish sustainability 

reports or are listed on the Indonesian capital market. 
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