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Disclosure of environmental management strategies practices and corporate

performance: Does green governance structure matter?

Abstract

This study empirically examines the influence of green governance structure on the nexus
between the disclosure of environmental management strategies practices (EMSPs) and
financial performance in UK companies. This comprehensive paradigm offers valuable
insights into the interpretation of the current trend of EMSPs. Our study based on a sample of
484 UK firms from FTSE All-Share Index over the period (2015-2023) with 4,356 firm-year
observations. Findings of this study shows that corporate governance structure has moderating
impact on the nexus between EMSPs and firms’ performance. Drawing on agency theory,
stakeholder theory, the natural-resource-based view (NRBV), and legitimacy theory, the
analysis employs Fixed Effects (FE), Two-Stage Least Squares (2SLS), and Generalized
Method of Moments (GMM) estimation techniques to address endogeneity and ensure
robustness. The results establish that board characteristics particularly board size, gender
diversity, and meeting frequency positively and significantly influence the effectiveness of
EMSPs, while board independence only proves effective when supported by relevant
environmental expertise. GMM diagnostics, including Hansen and Arellano-Bond tests,
confirm the reliability and specification accuracy of the model. These findings establish that
functional engagement in corporate governance rather than structural presence alone drives the
integration of environmental strategy and enhances firm performance. The study provides
valuable insights for scholars, policymakers, and corporate leaders aiming to embed

sustainability within governance frameworks and maximize long-term stakeholder value.

Keyword: Environmental management, environmental strategies practices, green governance

structure, sustainability, ESG, environmental performance, financial performance, UK firms.

1 Introduction

Accounting communication is often strategically designed, with companies balancing
transparency and obfuscation. As Brennan et al. (2023) explain, corporate reporting serves as
a means for organizations to communicate their financial, social, and environmental
performance. Corporate social responsibility (CSR) is increasingly seen as a way for companies
to achieve both profitability and responsibility (Conte et al., 2024). However, prior research
has questioned whether companies use reporting to engage stakeholders transparently or to

construct narratives that serve managerial agendas or mislead audiences (Hemmings et al.,
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2017). The growing focus on transparency beyond financial performance has made ESG
reporting a central issue for corporate governance and managerial accountability. This trend is
part of a broader shift in corporate governance literature, where non-financial disclosure is
viewed as a strategic and reputational tool. Free et al. (2024) contribute valuable insights into
accounting's emerging work on greenwashing and sustainability assurance, and numerous
studies have examined the correlation between governance systems and sustainability
outcomes. Governance and sustainability remain widely debated topics among scholars,
practitioners, regulators, and policymakers. These issues are central to evaluating corporate
commitments to social responsibility, climate action, and sustainable performance, particularly
in advancing circular economy principles and achieving the sustainable development goals
(Alkaraan, 2023). Fan et al. (2025) examine the interplay between investor pressure, corporate
greenwashing practices, governance structures, and policy-derived rhetorical strategies. Their
study finds that both corporate governance and policy-derived rhetorical strategies moderate
the impact of investor pressure on greenwashing behaviours. Notably, the synergy between
governance mechanisms and rhetorical strategies amplifies this moderating effect, helping to
reduce corporate greenwashing practices. This combined influence not only mitigates the risk
of environmental penalties but also enhances corporate transparency and accountability.
Environmental Management Strategy Practices (EMSPs) refer to efforts in boardrooms to
manage, identify, and disclose sustainability impacts, such as carbon reduction, resource
efficiency, waste management, and innovation, often aligning with global reporting
frameworks like the Global Reporting Initiative (GRI).

Environmental, social and governance (ESG) disclosure has gained momentum in
corporate reporting, and a recent review by Del Gesso et al. (2024) examines the theories
behind ESG disclosure. Their study provides a comprehensive overview of mainstream and
niche theoretical perspectives in accounting studies focused on ESG. Sustainable business
strategies are increasingly integrating green innovation and incorporating ESG pillars into
corporate decision-making (Alkaraan et al., 2023), emphasizing the need to examine the
influence of corporate governance structures on EMSPs, especially in the evolving ESG
landscape of UK firms. In this evolving landscape, governance structures play a crucial role in
shaping the authenticity and impact of ESG disclosures. Free et al. (2024) offer valuable
insights into the emerging accounting research on greenwashing and sustainability assurance,
highlighting how firms may selectively report or embellish environmental commitments
without genuine performance improvements. Numerous contemporary studies have used

statistical methods to explore the relationship between governance system characteristics and
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sustainability outcomes. ESG disclosure, in particular, has gained significant traction in
corporate reporting, both as a regulatory requirement and a voluntary communication tool. A
recent systematic review by Del Gesso et al. (2024) provides a comprehensive overview of the
theoretical frameworks underpinning ESG disclosure in accounting, highlighting both
mainstream theories (such as legitimacy and agency theory) and more niche approaches.
Despite these advances, a clear gap remains in understanding how specific EMSPs when
voluntarily disclosed, are influenced by internal governance structures and whether such
disclosures translate into improved corporate performance. By addressing this underexplored
intersection, particularly within the UK context, this study contributes to a deeper and more
nuanced understanding of the ESG-performance relationship. Governance structures shape
EMSPs and firms’ ESG performance. The findings of Al-Shaer et al., (2024) show that female
leadership positively influences ESG performance. Specifically, they highlight the need for
women to reach top management positions to effectively drive sustainability strategies.
Moreover, companies with male CEOs committed to sustainability might still benefit from
increasing the proportion of women on their boards, though token female representation does
not enhance ESG practices. Gender-diverse boards, when reaching a critical mass, are
associated with improved ESG performance, while token representation remains ineffective.
Similarly, executive compensation linked to ESG targets enhances symbolic environmental
efforts, although actual carbon performance often remains unaffected (Haque et al., 2020).

Whether or not mandating non-financial disclosures is effective at driving
improvements in corporate social and environmental performance is currently a prominent and
important topic (de Villiers et al., 2024). However, there are notable gaps in the literature.
Many studies rely on narrow theoretical frameworks and lack attention to country-specific
contexts, especially in the UK (Nguyen et al., 2020). Furthermore, regulatory initiatives like
the EU Directive 2014/95/EU have not significantly improved corporate environmental and
social outcomes, raising questions about the efficacy of mandatory disclosure regimes (de
Villiers et al., 2024).

Organisational structures including management, governance, and procedures shape
risk culture and influence incident occurrence, with growing operational risks leading to
significant financial and non-financial impacts (Cornwell et al., 2023). Organisational structure
characteristics, particularly those related to management, governance, and operational
procedures, play a critical role in shaping environmental management strategies. As
organisations face increasingly complex operational and environmental risks, the design and

effectiveness of green governance structures have become central to mitigating both financial
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and non-financial impacts. Structural and cultural dimensions, including environmental
policies and leadership commitment to sustainability, significantly influence organisational
risk culture and the implementation of green practices, thereby affecting overall corporate
performance. Despite significant advancements in ESG research, a notable gap persists in
understanding the role of green governance structure in moderating the relationship between
EMSPs disclosure and corporate performance, particularly within the UK context. While prior
studies have focused on broad ESG scores or environmental outcomes, they often neglect the
specific governance structures that underpin the transparency and effectiveness of EMSPs.
Limited research has been conducted on the influence of green governance mechanisms, such
as board gender diversity, board independence, CEO duality, and ESG-linked incentives, on
EMSPs disclosure and corporate performance outcomes (Hugq et al., 2024). These mechanisms
are crucial in shaping how companies engage with environmental issues, yet their direct impact
on EMSP-related disclosures remains underexplored. This study seeks to fill this gap by
focusing on FTSE All-Share firms in the UK, where the regulatory environment, notably the
more recent UK Corporate Governance Code, offers a unique framework for understanding
how governance structures align with environmental performance (Annesi et al., 2024; Zaman
et al.,, 2022). The Code's emphasis on transparency, stakeholder engagement, and
accountability makes it vital to examine how these governance features affect EMSPs
disclosures within the post-Brexit regulatory landscape. The use of multi-theoretical lenses
through research paradigms permits a richer and a better understanding of accounting and
accountability, enabling researchers to capture the complex, socially embedded, and evolving
nature of organisational practices (Hopper & Hoque, 1997). Kintu (2025) advances this
discourse by integrating a multi-theoretical approach that synthesizes key insights from
motivation theory, socio-technical systems theory, human capital theory, and job demands-
resource. By employing a multi-theoretical approach that integrates agency theory, stakeholder
theory, the natural-resource-based view (NRBV), and legitimacy theory, scholars offer a
comprehensive analysis of how governance structures and technological adoption influence
corporate business model transformation towards ESG performance and sustainability (see
Alkaraan et al., 2024; Alkaraan, 2025). This framework provides a comprehensive lens to
examine how green governance structures and environmental management strategy disclosures
influence corporate performance. Accordingly, the study poses two primary research questions
as follows:

RQI1: Does corporate governance structure reinforces environmental management

strategies practises?



RQ2: Does the disclosure of environmental management strategies practises strengthen

firms’ performance?

Findings of this study make four key contributions to the extant literature on
environmental management strategy disclosure and corporate performance, with a particular
focus on green governance structures. First, this study addresses a significant gap in the
literature by providing updated empirical evidence from the UK context on the relationship
between governance structures, EMSPs, and firm financial performance. While existing studies
have explored these relationships in broader international settings (e.g., Aibar-Guzman et al.,
2024; Nguyen et al., 2021), few have investigated them within the post-Brexit UK regulatory
landscape. Drawing on a panel dataset of UK-listed firms from 2015 to 2023, this study
captures the effects of recent ESG reforms and institutional changes, thereby extending prior
research with a more temporally and contextually relevant analysis.

Second, this study advances governance research by disaggregating corporate
governance structures into their constituent components, namely, board diversity,
independence, and committee structures, instead of relying on broad composite indices. This
methodology allows for a more nuanced examination of how specific governance mechanisms
influence EMSPs effectiveness. In doing so, the study responds to recent calls (e.g., Badwan
et al., 2025; Drago et al., 2025) to move beyond aggregated governance measures and offers a
more precise understanding of EMSPs.

Third, the study introduces a robust multi-theoretical framework that integrates agency
theory, stakeholder theory, legitimacy theory, and the natural-resource-based view (NRBV).
This theoretical triangulation provides a comprehensive lens through which to examine how
governance structures shape EMSPs and align them with both internal accountability
mechanisms and external stakeholder expectations. By combining these perspectives, the study
fills a critical conceptual gap in the literature, particularly within the UK context, where
governance models are undergoing rapid transformation under increasing socio-environmental
pressures (Del Gesso et al., 2024).

Fourth, the study offers practical and policy-relevant insights for UK regulators,
institutional investors, and corporate boards aiming to enhance the alignment between
environmental sustainability and financial performance. By bridging methodological gaps and
contextual voids in existing research, the findings underscore how green governance structures
can serve as strategic enablers of both improved EMSPs outcomes and long-term value creation

for firms operating in highly regulated and environmentally sensitive markets.
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The remainder of this paper is structured as follows; section two outline the
conceptualization, current understanding of EMSPs and hypotheses development. Rationale
underlying the research methodology adopted by this study is articulated in section three.
Sections four presents the results of data analysis and discussion and is followed by conclusion

and suggestions for future research in section five.

2. Literature review-hypotheses development
2.1 Theorisation: current understanding of ESMPs

Recent literature increasingly explores how EMSPs, particularly their disclosure,
interact with corporate governance and firm performance, revealing a lack of a dominant
theoretical paradigm in this field (Zaman et al., 2022). The complexity and multidimensionality
of sustainability challenges have prompted researchers to adopt more integrated approaches. In
response, this study adopts a multi-theoretical framework, drawing on agency theory,
stakeholder theory, legitimacy theory, and the natural-resource-based view (NRBV), to provide
a holistic explanation of how green governance structures affect both EMSPs disclosure and
its performance implications. Agency theory (Jensen & Meckling, 1976) provides insight into
how governance mechanisms such as board independence, audit committees, and managerial
incentives help reduce agency costs and align environmental strategies with shareholder
interests (Nguyen et al., 2021). This supports our proposition that strong governance can ensure
EMSPs are disclosed not merely as symbolic actions but as strategic, performance-oriented
initiatives. Stakeholder theory (Freeman & David, 1983) extends this by emphasising that firms
operate within a network of diverse stakeholder expectations, including regulators, investors,
and civil society. Effective governance structures must therefore be inclusive and responsive
to these demands to facilitate credible EMSPs disclosure (Hussain et al., 2018). The NRBV
(Hart, 1995) contributes a strategic dimension by positing that EMSPs, particularly when
disclosed transparently, reflect firm capabilities such as pollution prevention and sustainable
innovation, key drivers of long-term competitive advantage. Furthermore, legitimacy theory
(Suchman, 1995) underscores the importance of transparency and accountability in
maintaining societal trust. Firms that disclose EMSPs and other ESG-related information can
avoid reputational risk and regulatory sanctions, especially in environmentally sensitive

markets (Dragomir et al., 2024; Pandey et al., 2024).

Applying multi-theoretical lenses to research paradigms allows for a deeper
understanding of accounting and accountability studies (Hopper & Hoque, 1997). Further,

Kintu (2025) contributes to the ongoing discussion by employing a multi-theoretical
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framework that brings together core principles from motivation theory, socio-technical systems
theory, human capital theory, and the job demands—resources model. Furthermore, Alkaraan et
al. (2024) investigate how contextual factors shape green strategic investment decision-making
practices within UK firms. Grounded in the resource-based theory (RBT), the natural-resource-
based view (NRBV), and dynamic capabilities theory, their study empirically examines the
interactions between green strategic investment decision-making practices and key constructs
such as green governance structures, Industry 4.0-oriented technological innovation, and firm
performance. By adopting a mixed-method approach, the authors highlight the importance of
theoretical pluralism in understanding the complex and evolving relationship between
sustainability strategy and organisational outcomes. In line with this perspective, our study also
recognises the strategic and adaptive dimensions of EMSPs. Accordingly, we adopt a multi-
theoretical framework to improve the interpretation of EMSPs and to provide a more
comprehensive explanation of how governance structures and disclosure practices jointly
influence sustainability performance, particularly within the context of the UK’s post-Brexit

ESG regulatory landscape.

2.2 Green governance structure, environmental management strategies practices

(EMSPs) and firms’ performance

Organisational structure characteristics encapsulate management practices, governance
frameworks, and business procedures that collectively shape how firms operate and respond to
emerging challenges. In today’s dynamic and highly regulated business environment,
operational risks, especially those related to environmental sustainability, are increasingly
prevalent and complex, posing significant challenges for organisations. These risks can result
in substantial financial losses, reputational damage, and broader non-financial impacts,
particularly when not adequately addressed through strategic oversight. Structural and cultural
aspects of organisations, such as formalised sustainability policies, the tone and commitment
from senior executives, and the integration of environmental considerations into decision-
making processes, play a critical role in shaping organisational risk culture (Cornwell et al.,
2023). These elements influence how risks are perceived, managed, and communicated
internally and externally, and they directly affect the frequency and severity of risk incidents.
As such, the consideration of organisational structure and governance especially in the context
of green governance mechanisms is essential in understanding how companies manage
environmental challenges and how such practices translate into enhanced corporate

performance. This study of ElKelish et al., (2024) investigates how organisational culture
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impacts governance transparency within audit firms in the UAE, highlighting the significance
of cultural factors in shaping transparency-related practices. The findings offer valuable
guidance for strengthening governance frameworks in audit firms globally. The 2018 UK
corporate governance code contains the most recent UK corporate governance structure (FRC,
2018). The 2018 corporate governance was updated recently (January 2024) and will be active
from financial years beginning on or after 1 January 2025. The 2024 UK corporate governance
code shed lights on transparency and accountability issues at every level. The quality of
governance will be evident in the way the company conducts business including relationship
with stakeholders, corporate culture and effective mechanisms regarding ethical and
compliance issues. Effective disclosure of EMSPs is vital for corporate performance, with
green governance structure playing a key role. Strong governance through strategic board
oversight, dynamic capabilities, and knowledge-sharing enhances EMSP transparency,
stakeholder trust, and regulatory compliance. Firms with adaptive leadership and robust
governance frameworks can better leverage EMSPs for sustainability and competitive
advantage. This study explores how green governance influences EMSP disclosure and its
impact on corporate outcomes. Good governance and sustainability are complementary
approaches to improving management of stakeholders (see Alshukri et al., 2024; Hussain et
al., 2023). Firms that integrate EMSPs such as carbon reduction policies, circular economy
initiatives, and responsible resource use are more likely to achieve long-term financial success.
Prior studies show that companies with robust corporate governance structure strengthen ESG
performance (see Alkaraan et al., 2022), promote M&A (see Feyisetan et al., 2025), reinforce
circular economy (see Alkaraan et al., 2023 ), enhance efficient use of firm resources, improve
investment efficiency and financial flexibility (Wu et al., 2023), reinforce green innovation
strategies (see Alkaraan et al., 2024) and maximise sustainable performance (see Alkaraan et
al., 2025).

Prior studies reveal that environmental policies attract greater institutional investment
and experience lower capital costs (Eccles et al., 2017), this is particularly relevant in industries
where environmental concerns (e.g., energy, mining, and manufacturing) are central to
stakeholder engagement and hence firms that fail to address these concerns risk losing investor
confidence and facing reputational damage, ultimately impacting their financial performance.
According to agency theory, establishing sound corporate governance structure can reinforce
the relationship that exists between a company's environmental and financial performance by
aligning the interest of management in line with that of its stakeholders and motivating

management to take action in the best interest of the stakeholders (Qiu et al., 2016). Nguyen et
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al., (2021)indicate that adopting best practices of governance can enhance the legitimacy of the
business by signalling to the market that the business is interested in safeguarding the interests
of multiple stakeholders and hence strengthen the connection that exists between

environmental and financial performance of the business.

Non-executive directors

Non-executive directors viewed as the check and balance instrument to increase the
effectiveness of the board, non-executive directors contribute to good governance from the
perspective of the organization's ideology by keeping influence on the decision-making of
senior management. In relation to developed countries, empirical research has mostly proven
a positive correlation between environmental performance and board independence (Cucari et
al., 2018)and developing economies (Alhassan et al., 2020). However, other research has either
indicated no (Trireksani et al., 2016) or a negative (Nguyen et al., 2021) correlation between
environmental performance and board independence. For example, (Alnabsha et al., 2018)
establish that non-executive directors negatively impact environmental disclosure since the
selection of non-executive directors mainly relies on social networks rather than the
competency of individuals.

Stakeholder-agency theory claims that a corporate board with more independent
members perform its monitoring duty and therefore mitigates management opportunistic
activities which compromise stakeholders' interests (Tejedo-Romero et al., 2020). The
monitoring incorporates a wide range of dimensions, which includes environmental initiatives
and CSR, in addition to financial elements. Baalouch et al., (2019)found that non-executive
directors are more concerned with CSR, sustainable development, and environmental issues,
and appear to be less focused on financial performance.

Additionally, because they are more sensitive to societal pressure than executive board
members, independent board members are better positioned to defend the interests of the
stakeholders (Baalouch et al., 2019). Because they are not directly engaged with the daily
operations of the company (de Villiers, et al., 2024) and because they are not considerably
affected by pressure from rival companies (Garcia-Sanchez et al., 2019), independent members
are allowed to operate in this way. As a result, the independent members' improved monitoring
skills, interest in environmental issues, and enhanced focus on stakeholders may favour more
extensive information disclosure regarding the environment within the integrated reports.
However, given the substantial theoretical foundation, it is possible to introduce the first

hypothesis of the study:



H1: Independent directors have moderating impact on the nexus between corporate

EMSPs and firms’ performance

Board size

A major mechanism that impacts a board's effectiveness and efficiency is said to be its
size (Farooq et al., 2022). Since larger boards have greater diversity in expertise, knowledge,
stakeholders’ participation, and skills, therefore are effective at controlling and monitoring
managerial opportunistic behaviours. The agency theory (Nguyen et al., 2016) suggests that
larger boards frequently make poor decisions, which is mainly because there is a lack of
communication and coordination among board members. This can therefore lead to a reduction
of board effectiveness in monitoring management opportunistic behaviour (Kwamboka et al.,
2025). Considering this, the prediction of the agency theory is that poor governance is strongly
correlated with larger boards, which may have a negative effect on the environmental
performance of businesses. These conditions might encourage integrated reports to disseminate
environmental information more widely. Contradictory findings have been reported in previous
studies about the effect of board size on the level of environmental performance. Based on the
above theoretical and empirical arguments the second hypothesis is that:

H2. Board size has moderating influence on the relationship between corporate EMSPs

and firms’ performance.

Gender diversity

A board of directors with more diversity performs its monitoring duties more
effectively and therefore possibly representation of the interest of various stakeholder groups,
claims the stakeholder-agency theories (Tejedo-Romero et al., 2020). An aspect of the board
that is often debated is gender diversity (Liao et al., 2015). Women might improve monitoring
responsibilities and more effectively meet stakeholder expectations (Tejedo-Romero et al.,
2020). The diligence and commitment that set women apart in monitoring roles, as well as their
capacity to foster a positive environment inside the board of directors, are what contribute to
their increased efficiency in these tasks (Huse et al., 2006). This effectiveness in monitoring
actions of management also includes ethics, environmental, and CSR concerns (Tejedo-
Romero et al., 2020). They have a keen interest in environmental and sustainability concerns
(Liao et al., 2015). This situation is in relation to women’s values culturally, which tend to be
less focused on personal and economic interests (Prado-Lorenzo et al., 2010) and put a higher

priority on the quality of life and well-being (Liao et al., 2015). The resource dependence theory
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proposes that better representation of the interests of various stakeholders, which is typically
associated with gender-diverse boards, can help address stakeholders' environmental concerns,
which can subsequently allow access to resources (Haque, 2017) . The legitimacy and
stakeholder theories ultimately suggest that female directors are more likely to support efforts
that address environmental concerns because they are more concerned with marketing and
building their firms' ties with significant stakeholders (Nguyen et al., 2021). The third
hypothesis can be introduced, given the broad theoretical and empirical support:
H3: Women representation on board has moderating impact on the nexus between

corporate EMSPs and firms’ performance.

Number of annual board meetings

Boards promote the effectiveness of the board by fostering critical discussion and
sharing of ideas on issues influencing the operations of the businesses Pernelet et al., 2023).
Operational complexity, uncertainty, and increased competition in the contemporary business
environment have increased the need for frequent meetings to address the concerns of multiple
stakeholders and review better the risks of the business, which include those in relation to the
challenges of the environmental (Hussain et al., 2018) . As articulated by Nguyen etal., (2021),
frequent board meetings, which are frequently associated with increased stakeholder
representation, can boost corporate efficiency by helping organisations maintain and build
stronger business relationships with stakeholders who are influential in accessing resources
that are required. Consequently, monitoring carefully, direct participation in sustainability
disclosure, and interest in sustainability-related issues distinguish CSR committees that may
favour adequate disclosure of information with respect to the environment within the integrated
reports (Albitar et al., 2022; Liu, 2024). Conversely, this present study expects a positive
correlation between environmental sustainability and board meeting frequency based on
predictions made by the theories of, legitimacy, agency, stakeholder, stakeholder-agency, and
resource dependence; Therefore, given the substantial empirical and theoretical evidence, the
fourth hypothesis can be introduced.

H4: Number of annual board meeting has moderating impact on the nexus between
corporate EMSPs and firms’ performance.

Based on the above debates, the conceptual framework underlying this study is depicted as
shown in Figure 1.

Please insert Figure 1 here
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Transparency, defined as thorough and frequent disclosure of EMSPs, increases
corporate accountability, builds stakeholder trust, and enhances regulatory compliance. By
being open about company performance, investors and regulators can better judge how much
a firm values sustainability and what its environmental consequences are. Environmental
management strategy requires companies to apply sustainable practices to their corporate
operations to fulfil environmental regulations by minimizing risks (Hristov et al., 2024) .
Through strong green governance frameworks, companies focus on resource consumption
managing resources by implementing sustainable materials, enhancing energy efficiency, and
minimizing waste. Through proper EMSPs disclosure, stakeholders receive information about
a company’s efforts to minimize its environmental impact. Companies must reveal their
environmental liabilities, including pollution-related costs, regulatory fines and remediation
expenses, through green governance structures, companies remain accountable for their actions
and proactively manage risks to prevent future liabilities. Environmental investments include
investment in technologies, renewable energy and sustainable business practices demonstrates
a company’s commitment to the environment, Strong governance leads to better strategic
environmental investments, resulting in improved sustainability and corporate performance
(Alkaraan et al, 2023; Agyemang et al., 2025). When companies reveal their EMSPs, they
typically show superior environmental performance through reduced carbon emissions and
better resource management. Green governance structures act as critical components for
establishing and tracking environmental targets. Reliability-certification and system
implementation refer to environmental certifications that are credible (such as ISO 14001)
together with strong system implementation strengthen adherence to international
sustainability standards. A solid governance structure provides compliance, credibility and

continuous improvement in environmental practices (Nguyen et al., 2021).

3. Methodology

Firm performance (FIRMP) is measured by net profit before tax divided by total assets.
EMSPs is captured through a composite disclosure score covering transparency, environmental
management, resource consumption, liability, investment, performance, certification, and
system implementation (Nguyen et al., 2021). Corporate governance is proxied by four board-
related indicators: board independence (percentage of independent non-executive directors),
board size, gender diversity (proportion of female directors), and board meeting frequency

(Farag et al., 2016). Proxies are drawn from established literature: EMSP disclosure scores
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(Nguyen et al., 2021); environmental performance via actual-to-optimal disclosure ratios
(Rashid, 2024; Soana, 2024); financial performance measured as return on total assets (Nguyen
et al., 2021); board size (log of directors) (Dohrmann, 2024); board independence (Irshad et
al., 2024); board meetings frequency (log of annual meetings) (Alwadan et al., 2024); gender
diversity (female-to-total directors ratio) (Bufarwa et al., 2020); and controls including firm
leverage and size (debt-to-assets ratio and log of total assets) (Khlifi et al., 2024).

The study employs both Generalized Method of Moments (GMM) and Two-Stage
Least Squares (2SLS) to address endogeneity. GMM is preferred for its ability to handle
dynamic panel models with multiple endogenous variables and issues like heteroskedasticity
and autocorrelation, offering consistent estimates even with weak instruments (Khatib, 2024).
Meanwhile, 2SLS suits simpler linear models but may be biased if instruments are weak
(Khatib, 2024). Using both methods enhances robustness and allows cross-validation of results
(Nguyen et al., 2021). This study utilizes ordinary least squares regression models to evaluate
the postulated four hypotheses: Equation 1 is estimated in the current study to evaluate

hypotheses from hypothesis 1 to hypothesis 4:

4
EMSPSit = BO + Z :Bk CGit + 'BsFSIZElt + ﬂ6FLEVElt + git meu wes we mme mes wme meu es wrswoe
k=1

where EMSPs stands for Environmental management strategies practices; CG stands for
independent variables, which include the four corporate governance proxies, BINDE, BMEET,
GDIVE, and BSIZE; FSIZE stands for firm size; and FLEVE stands for firm leverage; B: the

independent variable's parameters, firm leverage, and firm size; t: year; €: error term; i: firm.

3.2 Sample selection

The sample for this study consists of UK firms listed on the London Stock Exchange,
drawn from the FTSE All-Share Index for the period 2015-2023. The period 2015-2023 was
selected for this study to capture the evolving landscape of EMSPs disclosure and sustainability
governance in the UK, shaped by significant regulatory and policy developments. Starting in
2015, the Paris Agreement and the UK’s increasing alignment with global climate goals
prompted firms to enhance environmental reporting. The companies required to disclose non-
financial and sustainability-related information. Furthermore, this period covers the UK's exit
from the European Union (Brexit) and its subsequent shift toward a distinct post-Brexit ESG

regulatory framework, including the UK Green Finance Strategy (2019) and the Task Force on
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Climate-Related Financial Disclosures (TCFD) requirements, which became mandatory for
premium-listed companies from 2021, and later extended more broadly. By selecting 2015—
2023, the study captures a critical phase of transition and regulatory tightening, providing a
robust context to investigate how UK firms responded to growing pressures for transparency,
environmental accountability, and the strategic integration of sustainability practice.

The FTSE All-Share Index was chosen as the sample frame because it offers
comprehensive and representative coverage of UK-listed firms across a wide range of
industries and market capitalizations. This inclusivity is particularly important for our study,
which examines EMSPs disclosures and their impact on corporate performance. This diversity
enhances the generalisability of our findings and allows for a more nuanced and robust analysis
of how EMSPs influence firm-level outcomes within the broader UK market context.

The dataset includes 4,356 firm-year observations collected from Bloomberg and

company annual reports through the following process:

(1) Firms with complete datasets accessible to the researchers were initially selected.

(i1) Companies lacking data for any of the variables in a given year were excluded.

After applying these criteria, the final sample comprises 484 firms with a total of 4,356 firm-

year observations.

4. Results and discussion
4.1 Descriptive statistics
Table 2 summarizes the descriptive statistics regarding the main constructs employed by this
study.
Please insert Table 2 here

Although this mean suggests a low level of environmental performance disclosure, it is
crucial to note that the maximum value recorded is significantly higher than in previous studies
(Nguyen et al, 2021). This variation highlights the diverse commitment levels to
environmental disclosure among these companies. Board size (BSIZE) shows that these
companies have an average of nine directors (Mean = 1.03, SD = 0.08), consistent with the
following studies (Le et al., 2023; Nguyen et al., 2021). The board independence (BINDE)
variable reveals that firms appoint an average of four independent directors, corresponding to
the UK corporate governance regulations. Moreover, the board meeting frequency (BMEET)
data indicates that these firms hold an average of three meetings per year (Mean = 0.88, SD =

0.17), aligning with the regulatory requirement of more than two annual meetings. The variable
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gender diversity within boards appears to be limited, with firms averaging just one female
director or women occupying 8.66% of board seats (GDIVE, Mean = 0.33, SD = 0.26). This
figure is slightly lower than those reported in previous research (Elmagrhi et al., 2019; Nguyen
et al., 2021), suggesting slow progress in improving gender diversity in UK boardrooms.
Regarding financial leverage (FLEVE), the data establishes an average leverage ratio of
34.91% (SD = 1.08), which indicate a moderate reliance on debt financing. This figure is
slightly lower than the 52.37% reported by (Nguyen et al., 2021), proposing a more
conservative approach to debt utilization in this sample. This result is inconsistent with the
findings Nguyen et al., (2021) which demonstrate that these firms tend to favour debt over
equity financing. The financial performance (FIRMP) and firm size (FSIZE) variables establish
significant variation, with mean values of 0.08 (SD =0.11) and 4.33 (SD = 0.65), respectively,
indicating substantial diversity within the dataset, the descriptive statistics indicate that UK
companies largely adhere to corporate governance regulations, particularly in areas such as

board size, board independence, and the frequency of board meetings.

4.2 Correlation

Table 3 shows the results of correlation matrix. Table 3 displays both the parametric
Pearson and non-parametric Spearman correlation coefficients, offering an in-depth look at the
relationships among the variables. Notably, there is a significant consistency between the
Pearson correlation coefficients (located in the bottom left) and the Spearman coefficients
(found in the top right). This estimate indicates that the variables closely align with a normal
distribution, which makes using parametric techniques like ordinary least squares (OLS)

regression suitable for additional analysis.

Please insert Table 3 here

The relationships among important corporate governance indicators like board size
(BSIZE), board independence (BINDE), frequency of board meetings (BMEET), gender
diversity (GDIVE), and EMSPs are notably weak, as many of the correlations do not reach
statistical significance. For instance, EMSPs shows a minor negative correlation with BSIZE
(Pearson's r =-0.0378, significant at the 5% level) and has a very weak correlation with BINDE

(Pearson's r = -0.0058) that is only marginally significant. The weak correlations indicate that
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the traits of corporate boards may not have a strong connection to the environmental
performance of UK firms.

In a similar vein, the relationship between financial performance (FIRMP) and other
governance factors is also limited. For instance, FIRMP shows a negative relationship with
BSIZE (Pearson’s r = -0.0678, statistically significant at the 1% level) and BMEET (Pearson’s

=-0.0760, also significant at the 1% level). These negative relationships might suggest that
having larger boards and holding meetings more often do not automatically lead to improved
financial performance, aligning with conclusions drawn from earlier research (Tarighi et al.,
2023). The fact that the correlation values between the variables are low indicates that there is
little multicollinearity present, which is important for ensuring the reliability of regression
analyses, the lack of multicollinearity enhances the reliability of the OLS regression outcomes,
as it guarantees that the estimates of the regression coefficients remain unbiased despite the
presence of strong correlations between independent variables. The relationships shown in
Table 3 suggest that the corporate governance mechanisms examined in this study have a
minimal direct impact on the environmental and financial performance of companies in the
UK. The results indicate that these variables are suitable for OLS regression analysis, as their

low correlation values reduce worries regarding multicollinearity (Alam et al., 2025).

4.3 Multiple regression analysis

The results presented in Table 4 provide robust empirical support for the proposition
that corporate governance structures significantly moderate the relationship between
Environmental Management Strategy Practices (EMSPs) and firm performance. This directly
addresses the central research question concerning whether green governance mechanisms
influence the effectiveness of EMSP disclosures. Grounded in agency theory (Jensen and
Meckling, 1976), stakeholder theory (Freeman & David, 1983), legitimacy theory (Suchman,
1995), and the natural-resource-based view (Hart & Dowell, 2011), the analysis demonstrates
that specific governance attributes namely board independence, size, gender diversity, and
meeting frequency have differential moderating effects on EMSP disclosure and, by extension,

corporate sustainability performance.

Please insert Table 4 here
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The presence of independent directors (BINDE) is found to have a consistently
negative and statistically significant association with EMSP disclosures across Models 2, 5,
and 6, with coefficients of -1.008 (p < 0.05), -0.801 (p < 0.05), and -0.690 (p < 0.10),
respectively. These results lend partial support to Hypothesis 1 but in a direction contrary to
expectations. While agency theory suggests that independent directors enhance board oversight
and reduce managerial opportunism, the findings imply that such directors may adopt a
conservative stance toward voluntary environmental disclosures (Ahmed et al.,, 2025;
Hussainey et al., 2022). One plausible interpretation is that independent directors, particularly
in high-emission sectors, prioritize financial compliance over environmental transparency due
to risk aversion or a lack of expertise in sustainability matters (Agyemang et al., 2025), hence,

their moderating role appears to constrain rather than enhance the EMSP—performance link.

Board size (BSIZE) also exhibits a negative and significant relationship with EMSP
disclosures in Models 1, 5, and 6, with coefficients of -3.214 (p < 0.001), -3.001 (p < 0.001),
and -2.215 (p < 0.05). These results support Hypothesis 2, indicating that larger boards may
impede effective governance of environmental strategy. This aligns with extant literature
suggesting that increased board size can lead to coordination inefficiencies, diluted
accountability, and strategic inertia (Aibar-Guzmaén et al., 2024; Almici, 2022). Within the
agency and stakeholder theoretical frameworks, the inefficacy of larger boards in promoting
EMSPs reflects potential collective action problems, where the diffusion of responsibility

undermines proactive environmental engagement (Aberg et al., 2020).

In contrast, board gender diversity (GDIVE) demonstrates a strong, positive, and
highly significant relationship with EMSP disclosures across Models 4 through 6, with
coefficients ranging from 1.521 to 1.649 (p < 0.001 in all cases), these results provide strong
support for Hypothesis 3, suggesting that gender-diverse boards positively moderate the
EMSP—performance nexus. Consistent with the natural-resource-based view and legitimacy
theory, female directors appear more attuned to stakeholder expectations and long-term
ecological value creation (Al Amosh, 2025; Al-Shaer et al., 2024). Prior empirical studies
further indicates that women in governance roles often advocate for ethical stewardship,
transparency, and sustainability-driven innovation (Alexander et al., 2022; Alkaraan et al.,

2024), thereby enhancing the credibility and scope of environmental disclosures.

Similarly, board meeting frequency (BMEET) is positively and significantly
associated with EMSP disclosures in Models 3, 5, and 6, with coefficients of 1.145 (p <0.001),
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1.202 (p < 0.001), and 1.331 (p < 0.001), respectively. These findings lend empirical support
to Hypothesis 4, indicating that more frequent board engagement enables more effective
oversight of environmental strategy and within the framework of stakeholder theory, frequent
meetings enhance the board's capacity to deliberate on complex environmental issues, respond
to emerging stakeholder pressures, and ensure continuity in ESG initiatives (Alslaibi et al.,
2025; Awaetal., 2024). These results also support the dynamic capabilities perspective (Teece,
2007), whereby organizational adaptability and responsiveness are strengthened through active

board participation.

With respect to firm-level controls, firm size (FSIZE) is negatively and significantly
associated with EMSP disclosure in Models 5 and 6 (coefficients = -0.415 and -0.438; p < 0.05
in both cases), suggesting that larger firms may encounter bureaucratic rigidity or increased
public scrutiny, which could inhibit voluntary environmental disclosures (Alwadani et al.,
2024; Boakye et al., 2021). Leverage (FLEVE) exhibits a marginally significant negative
relationship in Model 6 (coefficient = -0.184; p = 0.082), implying that financially constrained
firms may deprioritize environmental strategies in favour of short-term financial stability

(Agyemang et al., 2025; Angsoyiri et al., 2025).

Collectively, these findings emphasize the critical role of internal governance
mechanisms in shaping the scope and effectiveness of EMSP disclosures, the results affirm that
green governance structures particularly gender diversity and board engagement serve as
pivotal moderators that enhance the strategic integration of environmental concerns into
corporate performance frameworks. Theoretical implications are twofold: First, the findings
contribute to agency and stakeholder theories by illustrating how board configurations can
either facilitate or impede environmental transparency, second, they enrich the legitimacy and
NRBYV literatures by demonstrating that environmentally attuned governance structures can

enhance firm legitimacy and strategic resource use.

The empirical evidence aligns with recent studies that advocate for governance-based
levers to promote corporate environmental responsibility (Alkaraan et al., 2023; Alshukri et
al., 2024). It also suggests practical implications for policymakers and regulators seeking to
advance sustainability reporting by strengthening governance mandates, firms aiming to
enhance EMSP disclosures and their associated performance benefits should consider
institutionalizing gender-diverse boards and increasing board engagement in sustainability

oversight as key strategic priorities.
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4.4 The robustness of the results: Additional analysis

Table 5 presents a comprehensive econometric assessment of how corporate
governance mechanisms affect the adoption of Environmental Management Strategy Practices
(EMSPs). The analysis applies four modelling strategies Fixed Effects (FE), Random Effects
(RE), Two-Stage Least Squares (2SLS), and Generalized Method of Moments (GMM) to
control for firm heterogeneity, endogeneity, and dynamic persistence in EMSPs (Khatib, 2024;
Nguyen et al., 2021). Only the GMM model incorporates the lagged dependent variable,
revealing a positive and highly significant relationship (B = 0.524, p < 0.001), this result
underscores the path-dependent nature of EMSPs, consistent with dynamic capabilities theory,
suggesting that firms build upon prior environmental strategies incrementally over time

(Hristov et al., 2024; Sidney et al., 2025).

Board size shows contrasting effects across models. In FE and RE, it has a negative
and marginally significant impact (f = —0.873, p = 0.059; B = —-0.812, p = 0.067). The 2SLS
model shows a positive but not significant effect (B = 0.339, p = 0.114). In GMM, the
coefficient turns positive and significant (f = 1.912, p = 0.038), supporting agency theory’s
notion that larger boards may enhance governance oversight (Jensen and Meckling, 1976; P.

Nguyen et al., 2016).

Please insert Table 5 here

Board independence exhibits substantial variation in sign and magnitude. FE and RE
models suggest a positive and significant influence (f = 0.703, p=0.018; $ =0.628, p=0.023),
whereas 2SLS and GMM report negative and significant effects (2SLS: f =-0.477, p = 0.066;
GMM: B =-10.648, p = 0.069). These findings may reflect governance inefficiencies when
independence lacks contextual knowledge (Pernelet et al., 2023; Prado-Lorenzo et al., 2010).

Board meeting frequency is consistently positively associated with EMSPs. It is significant
across all models except 2SLS (B = —0.095, p = 0.187), with the GMM model showing the
strongest effect (B = 1.052, p = 0.044). This supports the argument that active board
engagement drives environmental strategy responsiveness (Orazalin, 2020; Owusu et al.,

2023).

Gender diversity shows a mostly positive effect, but the GMM model indicates a

significant negative association, it is positive and significant in FE, RE, and 2SLS (FE: B =
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0.501, p = 0.012; RE: B = 0.479, p = 0.014; 2SLS: B = 0.433, p = 0.019), but negative and
marginally significant in GMM ( = -2.718, p = 0.071). This reversal may indicate latent

contextual or cultural factors, such as tokenism or limited influence of diverse perspectives

(Liao et al., 2015; Mehedi et al., 2024; Nguyen et al., 2020).

Firm size and leverage both have positive effects. Firm size is significant across all
models except GMM (FE: = 0.436, p=0.027; RE: B =0.401, p =0.031; 2SLS: B =0.654, p
=0.014; GMM: $=0.262, p=0.116). Firm leverage is consistently positive, though less robust
in significance. These results suggest that larger and moderately leveraged firms may be more
committed to EMSPs, potentially to maintain legitimacy and stakeholder trust (Hussain et al.,

2018; Michelon et al., 2012; Suchman, 1995).

The endogeneity test in the 2SLS model is significant at 0.062, suggesting that
accounting for endogeneity is necessary (Irshad et al., 2023; Khatib, 2024). The over-
identification test (p = 0.115) confirms that the instruments used in 2SLS are valid and not
over-specified. In the GMM model, the Hansen test (p = 0.561) supports the validity of the
instruments. Serial correlation tests for GMM show AR (1) at 0.004 and AR (2) at 0.528,
indicating first-order autocorrelation (expected in dynamic models) and no second-order
autocorrelation, which affirms the reliability of the moment conditions (Tarighi et al., 2023;

Zaman et al., 2022).

These results establishes that the effectiveness of corporate governance features such as
board structure and diversity varies depending on the econometric technique used. Controlling
for endogeneity and dynamics through GMM reveals more nuanced insights, particularly the
path dependence of EMSPs, the strategic contribution of board activity, and the complex role
of gender diversity (Rashid et al., 2024; Soana, 2024). The diagnostic tests confirm the
robustness and reliability of the instrumental variable strategies applied (Huq et al., 2024;
Khlifi et al., 2024).

The results presented in Table 6 highlight the impact of various corporate governance
mechanisms on the adoption of Environmental Management and Sustainability Practices
(EMSPs), the inclusion of control variables such as firm size (FSIZE), liquidity (LIQ), return
on assets (ROA), firm age (AGE), market beta (BETA), and firm growth strengthens the
models by addressing potential omitted variable bias and enhancing internal validity (Cucari et
al., 2018), these controls help isolate the unique contribution of governance features to EMSP

outcomes.
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Board Size (BSIZE) exhibits a consistently negative and significant relationship with EMSP
adoption across all specifications, in the GMM model, the coefficient is -1.782 (p = 0.044),
aligning with the fixed-effects (FE) and full models, suggesting that larger boards may suffer

from coordination inefficiencies, thereby hindering proactive environmental strategies.

Please insert Table 6 here

Board Independence (BINDE), while significant and positive in FE (2) (f = 0.936,
p = 0.049), loses its significance in the full and GMM models, this discrepancy indicates that
independence alone does not ensure meaningful governance influence over sustainability
matters, as Mehedi et al., (2024) emphasize, board independence must be accompanied by
relevant competencies and contextual understanding to foster impactful environmental
decisions. Board Meeting Frequency (BMEET) emerges as one of the most consistent and
robust predictors of EMSP adoption. The GMM estimate ( = 0.685, p = 0.006) reinforces
earlier findings in FE (3) and the full model, underscoring the value of frequent board
engagement. This result is aligned with the Natural Resource-Based View (NRBV) and
stakeholder theory, which suggest that active board oversight facilitates better strategic

alignment and accountability on environmental matters (Dohrmann et al., 2024).

Gender Diversity (GDIVE) on boards also shows strong statistical significance
across all specifications, with the GMM model indicating a coefficient of 0.792 (p = 0.003).
This supports the view that diverse boards are more attuned to stakeholder expectations and
better equipped to promote environmental initiatives (Al Amosh, 2025; Carvajal et al., 2022).
The results reinforce legitimacy and stakeholder theories by demonstrating that diversity
enhances transparency and long-term value orientation. Among the control variables, ROA,
AGE, and BETA are positively and significantly associated with EMSPs, suggesting that more
profitable, mature, and stable firms are more capable of committing to environmental
initiatives. FSIZE is negatively significant (B =-0.203, p = 0.043 in GMM), possibly reflecting
the heightened scrutiny and legitimacy pressures faced by larger firms (Nguyen et al., 2016).
LIQ also has a negative and marginally significant effect, implying that liquidity constraints
may limit EMSP investments. Notably, FLEVE is not significant, indicating that leverage does

not play a primary role in shaping EMSP outcomes relative to other firm characteristics.

Model diagnostics further confirm the robustness of the findings, the GMM model

satisfies the Hansen J-test (p = 0.692) and hence confirming the validity of instruments used,
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while the Arellano-Bond test indicates expected first-order autocorrelation (p = 0.045) and no

second-order serial correlation (p = 0.811), validating the GMM estimation strategy.

Overall, the convergence of results across fixed-effects and GMM models underscores the
reliability of the results, the evidence suggests that corporate governance mechanisms,
particularly those emphasizing functional board engagement and diversity, significantly
enhance EMSP adoption. Rather than focusing solely on structural attributes, these findings
highlight the importance of intentional, inclusive, and strategically oriented governance
practices in fostering environmental innovation, this underlines the need for policymakers and
corporate leaders to embed sustainability into governance frameworks meaningfully and

actively.

Conclusion

This study provides compelling empirical evidence that corporate governance
mechanisms significantly influence the adoption and performance outcomes of Environmental
Management Strategy Practices (EMSPs), thereby reinforcing their strategic role in
sustainability-oriented corporate behaviour. Drawing on foundational theories such as agency
theory (Jensen and Meckling, 1976), stakeholder theory (Freeman & David, 1983), legitimacy
theory (Suchman, 1995), and the Natural Resource-Based View (Hart & Dowell, 2011), the
findings consistently demonstrate that not all governance attributes exert uniform effects rather,
their impact is nuanced, context-dependent, and sometimes contrary to theoretical

expectations.

Critically, governance features that emphasize active board engagement and inclusive
decision-making, notably board meeting frequency and gender diversity, emerge as robust and
consistent facilitators of EMSP disclosure and adoption across multiple model specifications,
including GMM, FE, and 2SLS (Al Amosh, 2025; Alslaibi et al., 2025; Dohrmann et al., 2024).
These elements strengthen organizational responsiveness and align environmental strategies

with long-term stakeholder and societal expectations (Alexander et al., 2022; Awa et al., 2024).

In contrast, structural governance characteristics such as board size and independence reveal
more complex and sometimes contradictory influences. Larger boards consistently exhibit

negative effects, potentially due to coordination inefficiencies and diluted accountability
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(Aibar-Guzman et al., 2024; Almici, 2022). Board independence, although theoretically
associated with stronger oversight (Ahmed & Hassan, 2025), often shows neutral or negative
effects, especially in dynamic models (Mehedi et al., 2024; Pernelet et al., 2023), suggesting
that independence without sustainability expertise may hinder effective environmental

governance.

Moreover, the robustness checks using GMM and 2SLS confirm the path-dependent
nature of EMSPs (Hristov & Searcy, 2024), the importance of controlling for endogeneity, and
the validity of the instrumental variables used (Khatib, 2024; Tarighi et al., 2023). This
underlines the methodological strength of the analysis and enhances the credibility of the
findings. From a practical standpoint, these results offer clear implications: firms should
institutionalize functionally engaged and diverse governance structures to elevate
environmental strategy from peripheral compliance to core strategic intent. Policymakers, too,
can leverage these insights to craft regulatory frameworks that emphasize board functionality
and inclusion as levers for sustainable transformation (Alkaraan et al., 2023; Alshukri et al.,

2024).

This study affirms that “green governance” is not merely about who sits on the board,
but how they act, effective sustainability oversight requires moving beyond formal structures
to embrace intentional governance practices that are dynamic, informed, and aligned with the

evolving demands of environmental stewardship and corporate legitimacy.

Theoretical implications

This study contributes to the corporate governance and sustainability literature by
integrating multiple theoretical perspectives to explain current corporate disclosure practices
and their impact on corporate performance, with a particular focus on the moderating role of
green governance structures. Stakeholder theory is supported through the positive influence of
independent directors in aligning financial objectives with environmental responsibilities.
However, the findings challenge legitimacy theory within the UK context, as gender diversity
on boards did not significantly affect environmental performance, suggesting that regulatory-
driven diversity may not yet yield substantive environmental outcomes. These findings indicate
that governance mechanisms should be contextually adapted, taking into account industry-
specific characteristics, regulatory environments, and cultural factors, particularly within the

UK market.
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Furthermore, this study reinforces the view that relying solely on a single theoretical
lens is insufficient to capture the complexities surrounding EMSPs. It highlights the value of
employing a multi-theoretical perspective to achieve a deeper and more comprehensive
understanding of how green governance influences corporate sustainability outcomes.
Extending the insights of recent work (e.g., Alkaraan et al., 2024), the study demonstrates that
no single theory adequately explains the intricate interactions among governance structures,
environmental strategies, and organisational performance. By integrating agency theory,
stakeholder theory, the natural-resource-based view (NRBV), and legitimacy theory, the
findings reveal how dynamics of power, accountability, and legitimacy shape environmental
decision-making processes. These results align with and support the arguments of Hopper and
Hoque (1997), Alkaraan et al. (2024), and Kintu (2025) regarding the importance of research
paradigms rooted in theoretical triangulation. Moreover, the study moves beyond narrow,
technical interpretations of accounting and accountability, embracing their broader socio-
political, ethical, and governance dimensions (Hopper & Hoque, 1997). This approach
advances a more holistic theorisation of green governance, framing environmental strategy not
only as a strategic imperative but also as an institutional response to growing stakeholder and
regulatory demands. Governance mechanisms, therefore, are conceptualised not merely as
tools for compliance, but as enablers of innovation, long-term value creation, and

organisational legitimacy within sustainability-oriented ecosystems.

Managerial implications

Our challenges the notion of a simple, linear relationship between EMSPs and firm
performance, instead revealing a more complex interaction in which environmental practices
may serve both strategic and symbolic roles. These findings highlight the importance of
context-specific, strategically aligned green governance mechanisms to effectively enhance
sustainability outcomes and reconcile inconsistent results in the existing literature. This
difference also raises issues on how Legitimacy theory can be applied in the UK, and whether
elements such as industry characteristics, or cultural factors may affect the role of gender
diversity in governance. Therefore, these findings shed light on the significance of board
composition, independent oversight, and strategic decision making in enhancing environmental
performance and corporate accountability. Therefore, policymakers should concentrate on
improving the governance structures to guarantee that sustainability is incorporated properly.
Findings challenge the conventional assumption of a straightforward linear relationship

between EMSPs and financial outcomes by highlighting a more complex, potentially non-

24



linear interaction. While prior studies have reported both positive and negative impacts of
environmental engagement, this study attempts reconcile these conflicting findings. It argues
that EMSPs may serve not only performance-enhancing purposes but also legitimising
functions in response to regulatory and societal expectations, particularly when governance
structures lack strategic environmental alignment.

For corporate boardrooms and policymakers, this study offers actionable insights into
how green governance structures can be designed to enhance both EMSPs and organisational
performance. Transparent disclosure of EMSPs not only reinforces corporate accountability
but also strengthens stakeholder trust and regulatory compliance. When firms communicate
their EMSPs effectively, they provide investors and regulators with clearer signals regarding
their sustainability priorities and environmental impacts. Robust internal and external
governance mechanisms serve as complementary pillars, facilitating the successful
implementation of EMSPs by ensuring responsible resource consumption, improving energy
efficiency, and reducing environmental waste. Moreover, through effective green strategic
investments projects such as clean technologies, renewable energy initiatives, and circular
economy practices, reinforce the role of board-level leadership in aligning organisational
performance with long-term ecosystem sustainability.

Green governance structures can act as a strategic enabler of effective EMSPs, long-
term financial value, and organisational legitimacy (Alkaraan et al, 2024; Del Gesso et al.,
2024). Regulators and corporate leaders should thus focus on governance reforms that not only
meet compliance standards but also embed environmental accountability and sustainability into
the strategic core of the organisations. Green governance structures play a critical role in
setting, monitoring, and achieving environmental targets. A well-structured board can serve as
mechanisms for compliance, credibility, and ongoing improvement in ESG-driven corporate
transformation and investment strategies (Alkaraan et al., 2024). These managerial insights can
help firms integrate sustainability into their core business models while responding effectively

to mounting stakeholder and regulatory pressures in an evolving business environment.

Limitations and suggestions for future research

While this study offers important insights into the disclosure EMSPs and their
relationship with corporate performance, several limitations present opportunities for future
research. The application of instrumental variable techniques could strengthen the causal
interpretation of the findings; however, this would require a substantial redesign of the

theoretical framework and data collection process. Additionally, the study focuses exclusively
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on UK FTSE All-Share Index firms, which may limit the generalisability of the results to other
markets. Expanding the research to include cross-country analyses could provide comparative
insights into green governance structures across different regulatory and cultural environments.

While the study of Mehedi et al. (2024, b) provides valuable insights into the influence
of board diversity and experienced leadership on corporate sustainability disclosure within the
context of a developing economy, future research could explore whether similar dynamics hold
in different institutional settings. Comparative studies in developed economies with more
mature regulatory frameworks could shed light on whether the negative association observed
between directors with legal backgrounds and corporate sustainability disclosure reverses
under stronger governance environments. Additionally, replicating this analysis across
different sectors or in other emerging economies with varying levels of stakeholder pressure,
regulatory sophistication, and sustainability awareness would provide a broader understanding
of the contextual factors shaping the board relationship with corporate sustainability disclosure.
Future research could also explore sector-specific dynamics, particularly in environmentally
sensitive, capital-intensive, or high-risk industries, to better understand how green governance
influences EMSPs disclosures and corporate performance in varying contexts. Furthermore,
examining heterogeneity across firm-level characteristics such as industry, size, and ownership
concentration could reveal how these factors shape the effectiveness of green governance. Such
cross-country, cross-industry, and firm-level investigations would not only enhance the
generalisability of current findings but also offer more nuanced insights for policymakers,
regulators, and corporate leaders aiming to strengthen sustainability practices through
governance reform.

This study also does not incorporate alternative financial indicators such as Return on
Equity (ROE) or Return on Invested Capital (ROIC), which could provide a broader and more
nuanced understanding of the link between environmental and financial performance.
Longitudinal studies assessing the impact of regulatory changes, such as the influence of
governance dynamics on ownership structure, corporate financial leverage strategies
(Angsoyiri et al, 2025) on EMSPs could offer a deeper understanding of the relationship

between these constructs in different contexts and settings.
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