CAAGA XI
Comparative Asia-Africa Governmental Accounting Conference XI

May 2026
Website : https://ojs.apsae.id/index.php/CAAGA

THE INFLUENCE OF ESG ON CORPORATE PERFORMANCE: THE
ROLE OF GENDER DIVERSITY OF THE BOARD OF
COMMISSIONERS AS A MODERATING VARIABLE

Sharla Dhara Insyira'”, Dian Anita Nuswantara?

Department of Accounting, Surabaya State University, Surabaya, Indonesia
sharla.22226(@mbhs.unesa.ac.id

ABSTRACT

This study aims to examine the influence of Environmental, Social, and Governance (ESG) on company
performance and the moderating role of board gender diversity in consumer cyclical and non-cyclical
companies listed on the Indonesia Stock Exchange for the 2020-2023 period. This study uses a
quantitative approach using panel data regression analysis and Moderated Regression Analysis (MRA).
The study sample consisted of 102 companies with a total of 408 observations. Company performance
variables were proxied using Return on Assets (ROA) and Return on Equity (ROE). The results indicate
that ESG has no significant effect on ROA or ROE. However, board gender diversity has been shown to
moderate the relationship between ESG and ROA. These findings suggest that the effectiveness of ESG
practices in improving company performance is significantly influenced by the quality of corporate
governance, particularly diversity in the board structure.
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INTRODUCTION

The manufacturing sector, particularly the consumer cyclicals and consumer non-cyclicals
subsectors, plays a strategic role in Indonesia’s economic structure, contributing 18.67% to the Gross
Domestic Product (GDP) in 2023 (BPS, 2025). Given that nearly 90% of this subsector’s output is
generated by medium and large-scale industries, its performance serves as a key determinant of
macroeconomic stability and investor sentiment in the capital markets (Rahayu et al., 2025). The differing
characteristics between non essential goods sensitive to economic cycles in the cyclicals subsector and
defensive essential goods in the non-cyclicals subsector create unique risk dynamics and performance
patterns within the manufacturing sector (Ida et al., 2025; Jovietha et al., 2024). In an effort to achieve
the effectiveness of long-term business strategies, companies are now not only focusing on financial
results but are also beginning to integrate the Environmental, Social, and Governance (ESG) framework
as a tool for risk management and strengthening relationships with stakeholders (Romano et al., 2020).

The urgency of implementing ESG is driven by the fact that the industrial and manufacturing
sectors account for approximately 24% of total global CO: emissions, implying a high ecological footprint
for companies (IPCC, 2022). However, on-the-ground evidence indicates that ESG adoption in Indonesia
still faces significant challenges. (Financial Services Authority, 2023) notes that companies’ readiness
levels remain low and sustainability reporting has not been uniformly standardized. Most manufacturing
companies are still stuck in compliance-based reporting rather than strategic-based reporting, so ESG
disclosures have not yet been able to drive significant improvements in Return on Assets (ROA) and
Return on Equity (ROE). Based on stakeholder theory, companies should use ESG as a strategic
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mechanism to create long-term value by meeting stakeholder expectations (Freeman et al., 2019).
However, variations in disclosure quality and internal barriers such as competency limitations have
prevented the optimal integration of sustainability principles into operations (Alodat, 2024).

Amid uncertainty regarding the impact of ESG on performance, the role of the board of
commissioners becomes crucial as the body responsible for overseeing strategic policies. The Upper
Echelons Theory explains that board characteristics reflect the values and beliefs that influence the
direction of a company’s sustainability policies (Hambrick & Mason, 1984). Current trends highlight that
board gender diversity is not merely a representation issue but a strategic element that strengthens
governance through more transparent and long-term oriented decision-making (Gavana et al., 2025;
Heldgaard, 2024). The presence of women on the board is believed to balance the interests of various
stakeholders, which in turn can strengthen the link between ESG practices and a company’s financial
performance (Romano et al., 2020)

Although numerous studies have examined the relationship between ESG and corporate
performance, a research gap persists due to inconsistent empirical findings. Some studies have found a
positive impact of ESG on profitability, while others have shown inconsistent relationships depending on
industry context and the effectiveness of corporate governance. This study is an original research article
that offers novelty through the development of an empirical model that positions board gender diversity
as a moderating variable in the relationship between ESG and corporate financial performance in the
manufacturing sector in Indonesia. The focus on the manufacturing sector is particularly justified given
the sector’s complex resource usage and higher environmental risks compared to other sectors (UNEP,
2020)

This study aims to empirically test the influence of ESG on corporate performance, proxied by
ROA and ROE, and to analyze the role of board gender diversity in moderating this relationship. To
ensure the accuracy of the estimates, this study also controls for firm size, leverage, firm age, and liquidity
variables that fundamentally have the potential to influence performance stability (Adnindya & Restuti,
2024). Through this in-depth analysis, it is hoped that the study can provide a theoretical contribution to
the corporate governance literature in emerging markets and offer practical insights for regulators and
investors in formulating sustainable and inclusive governance-based investment policies in Indonesia.

Research on the relationship between ESG and corporate performance still shows inconsistent
results. Some studies have found that ESG has a positive impact on corporate profitability, while others
show no significant effect (Almulhim et al., 2025; Popescu et al., 2023). Furthermore, most previous
studies were conducted in the non-manufacturing sector, so there remains limited empirical evidence
explaining this relationship within the manufacturing sector in Indonesia (Fujianti et al., 2024). Therefore,
this study includes gender diversity on the board of commissioners as a moderating variable to explain
how governance mechanisms can strengthen the effectiveness of ESG implementation in improving
corporate performance. As shown in the study by Popescu et al. (2023), companies with good ESG
practices tend to have higher profitability levels because they are able to manage environmental and social
risks more effectively. However, other studies have found that the impact of ESG on corporate
performance is not always significant and is highly dependent on the quality of corporate governance as
well as the characteristics of the board of commissioners (Almulhim et al., 2025; Gavana et al., 2025).

LITERATURE REVIEW
This study integrates Stakeholder Theory and Upper Echelons Theory as a conceptual foundation
to explain the relationship between Environmental, Social, and Governance (ESG) disclosure, board

diversity, and corporate performance. Stakeholder theory, developed by Freeman, emphasizes that a
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company’s success depends on its ability to manage relationships with various stakeholders, going beyond
mere shareholder value maximization (Donaldson & Preston, 2017; Freeman et al., 2019). From this
perspective, companies have a responsibility to internalize the impacts of social and environmental
externalities into managerial decision-making processes to maintain legitimacy and create long-term
value. The implementation of ESG is viewed as a strategic instrument to meet stakeholder expectations,
which in turn can enhance investor confidence and operational efficiency (Clarkson, 1995; Romano etal.,
2020).

The implementation of these sustainability strategies is inextricably linked to the role of top level
decision-makers. The Upper Echelons Theory posits that strategic decisions and organizational outcomes
reflect the values, experiences, and background characteristics of top management and the board of
commissioners (Hambrick & Mason, 1984). In this context, board gender diversity becomes a crucial
element that enriches strategic thinking. The presence of women on the board not only increases the
diversity of perspectives but also promotes corporate transparency and accountability (Dworkin &
Schipani, 2018; Menicucci & Paolucci, 2022). Furthermore, women tend to exhibit a higher degree of
caution in decision-making and are more sensitive to social and environmental issues (Nurjannah &
Oktaryani, 2025). Other studies also indicate that gender diversity on the board contributes to improving
the quality of oversight and the effectiveness of corporate policy implementation, including sustainability
policies (Ayem & Bobat, 2025; Tanputra et al., 2023). Thus, gender diversity serves not only as a symbol
of representation but also as a strategic mechanism for strengthening corporate governance (Gavana et
al., 2025; Heldgaard, 2024). The synergy between stakeholders’ demands for ESG transparency and the
oversight effectiveness of a gender-diverse board is expected to lead to improved financial performance,
which in this study is proxied by Return on Assets (ROA) and Return on Equity (ROE) (Romano et al.,
2020).

The relationship between ESG and corporate performance is based on the idea that compliance
with environmental, social, and governance aspects can strengthen competitive advantage and improve a
company’s operational efficiency (Amrullah et al., 2025; Anggraini et al.,, 2023). In the consumer
cyclicals and consumer non-cyclicals sectors, strong ESG practices can reduce potential waste costs and
operational risks while enhancing competitiveness in the eyes of consumers (Popescu et al., 2023). In the
context of emerging markets such as Indonesia, ESG implementation is often still merely administrative
in nature and thus has not yet had a significant impact on corporate profitability (Rahmadini & Hartanti,
2025; Sari & Fitriani, 2023). Empirical evidence from Popescu et al. (2023) indicates a positive impact
of ESG on the profitability of manufacturing firms. However, inconsistent findings reported by Almulhim
et al. (2025), which found that ESG has no significant effect on firm performance, indicate that the
relationship between ESG and firm performance remains inconclusive and may depend on certain
organizational factors. Furthermore, research by Adnindya & Restuti (2024) indicates that gender
diversity acts as a governance mechanism that strengthens the relationship between ESG and firm
performance. Based on this rationale, the first hypothesis is formulated:

Hla: ESG has a positive effect on corporate performance (ROA).
H1b: ESG has a positive effect on firm performance (ROE).

Furthermore, gender diversity on the board of commissioners acts as a governance mechanism
that moderates the effectiveness of ESG. Different cognitive characteristics within an inclusive board
promote a long-term decision-making orientation and greater transparency (Gavana et al., 2025). The
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presence of women on the board strengthens supervisory functions, ensuring that ESG practices are
implemented more consistently and credibly, which ultimately mitigates non-financial risks and enhances
the company’s reputation in the eyes of the market (Almulhim et al., 2025). With stricter oversight, ESG
integration is expected to have a stronger impact on asset efficiency and return on capital. Based on this
line of reasoning, the second hypothesis is formulated:

H2a: Board diversity moderates the relationship between ESG and firm performance (ROA).
H2b: Board diversity moderates the relationship between ESG and firm performance (ROE).

To ensure the accuracy of the estimates of the main variables, this study uses control variables
that include firm size to account for the scale of resources and disclosure pressures, leverage to account
for financing structure risk, firm age to capture the maturity level of the governance system, and liquidity
to account for short-term financial flexibility (Adnindya & Restuti, 2024; Alodat, 2024; Heldgaard, 2024).
Controlling for these fundamental variables is necessary so that the research model can estimate the
substantive effects of sustainability and governance practices more accurately.

Conceptual framework
Figure 1 presents the research model examined in this study.

Figure 1. Conceptual framework

Corporate
Performance (Y)

ESG (X) >

Board Gender
Diversity (BGD) (M)

RESEARCH METHOD

This study employs an explanatory quantitative design to test the causal relationship between
Environmental, Social, and Governance (ESG) disclosures and firm performance, with board gender
diversity as a moderating variable. The study population comprises all companies listed on the Indonesia
Stock Exchange (IDX) from 2020 to 2023. Sampling was conducted using purposive sampling in the
consumer cyclicals and consumer non-cyclicals subsectors based on the following criteria: (1) listed
continuously throughout the observation period; (2) published complete annual reports and sustainability
reports; and (3) presented reports in Indonesian Rupiah. Based on these criteria, a sample of 102
companies was obtained, comprising a total of 408 observation units over the four-year observation
period. The research data consists of secondary data sourced from annual reports, sustainability reports,
and the Refinitiv ESG (Petra Data) database. The measurement of variables in this study is presented in
Table 1.
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Table 1 of Research Variables

Variable Type Variable Measurement

Dependent Corporate Performance  ROE = Net Profit After Tax / Equity

Independent  ESG Disclosure ROA = Net Profit / Total Assets
Moderation Board Gender Diversity ESG Score (Bloomberg ESG Score Database)
Firm Size Percentage of Women on the Board of Commissioners:
Leverage (Number of Female Commissioners / Total Board) x 100%
Control .
Firm Age Total Assets
Liquidity Debt to Asset Ratio (DAR): Total Liabilities / Total Assets

Data analysis was conducted using panel data regression with STATA software. The analysis
began with descriptive statistical tests and the selection of the best regression model through the Chow
test, Hausman test, and Lagrange Multiplier test to determine between the Common Effect Model (CEM),
Fixed Effect Model (FEM), or Random Effect Model (REM). Tests of classical assumptions, including
tests for multicollinearity, heteroscedasticity, and autocorrelation, were conducted to ensure the quality
of the regression model (Best Linear Unbiased Estimator). This study applied the vee(cluster id) procedure
to correct for potential issues of autocorrelation and heteroscedasticity in the panel data. Hypothesis
testing was conducted using the Moderated Regression Analysis (MRA) approach to detect the influence
of moderation variable interactions on the main relationship. The interaction regression model in this
study is formulated as follows:

Y KP=a+p1 ESG + Yk Control Variables + €
Y KP=a+B1 ESG + 2 BGD + } Bk Control Variables + €
Y KP=a+p1 ESG + B2 BGD + B3 (ESG x BGD) + > Bk Control Variables + €

Notes:

Ykp = Company performance

a = Constant

B1, B2, B3 = Regression coefficient

ESG = Environmental, Social, and Governance

BGD = Board Gender Diversity

ESG x BGD = Interaction variables between ESG and BGD

Control Variables = Control variables (Leverage, Liquidity, Firm Size, and Firm Age)
£ = Error term

In this model, the first hypothesis (H1) is supported if the coefficient B1 is positive and statistically
significant. The second hypothesis (H2) regarding the moderating role is accepted if the interaction
coefficient B3 is significant, indicating that gender diversity on the board can modify the strength of the
relationship between ESG and firm performance. Significance levels are measured using the (partial) t-
test and the (simultaneous) F-test with the coefficient of determination (R?) to assess the model’s ability
to explain the variation in the dependent variable.
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RESULT AND DISCUSSION

Descriptive Statistics Descriptive statistical analysis provides an initial overview of the data distribution
across 408 observations. Based on Table 2, financial performance variables exhibit considerable variation,
with ROA having a mean of 0.044 and a standard deviation of 0.426, while ROE has a negative mean of
0.118. This indicates significant fluctuations in profitability within the consumer cyclicals and non
cyclicals sectors during the 2020-2023 period. The negative average ROE value in this study was retained
because, conceptually, it reflects the condition of companies incurring losses during a specific period,
making it still relevant for analysis and justifying the decision not to exclude the data. The use of the full
dataset aims to avoid bias and maintain a true representation of the companies’ actual conditions in the
research sample. This approach aligns with previous studies that continue to use raw data in empirical
analysis without eliminating negative values, as variations in company performance including loss
conditions are part of the dynamics influencing the relationship between ESG and corporate performance
(Alodat, 2024). Additionally, other studies have shown that corporate performance outcomes, particularly
ROA and ROE, can vary both positively and negatively depending on the company’s internal conditions
and governance factors that moderate these relationships. The main independent variable, the ESG score,
has an average of 5.466.597. Meanwhile, the average board gender diversity (BGD) is 14.51%, indicating
that women’s representation in the board of commissioners’ structure among Indonesia’s companies
remains relatively low, although some companies have already achieved a 100% proportion (scale 1).

Table 2. Results of Descriptive Statistical Tests

Variable Obs Mean Std. dev. Min Max
ESG X 408 5466597 14.57141 0 59.2798
BGD M 408 1451603  .2231329 0 1
ROA Y1 408 .0442745 4260053 -1.220581  8.302364
ROE Y2 408  -.1186813  2.489523 -4.838267  3.126545
Lev 408 1.849208  6.201836 -15.03402  92.50039
Liq 408 2.185787 2.260.497 0114819 14.80139
FS 408 1.47e+12  3.29¢+12 373757 4.84e+13
FA 408 28.38235 1.88121 12 33

Source: Processed data (2026)

Improved Robust Model

Table 3 shows the results of robust testing on the ROA and ROE models after heteroscedasticity
correction using robust standard errors. In the ROA model, ESG and BGD variables did not significantly
influence ROA. However, the ESGXBGD interaction variable showed a significant effect with a p-value
of 0.044, indicating that gender diversity on the board of commissioners moderated the relationship
between ESG and ROA. Furthermore, leverage had a significant negative effect on ROA, while liquidity,
firm size, and firm age were insignificant.

In the ROE model, ESG, BGD, and the ESGXBGD interaction variables did not significantly
influence ROE. These results indicate that gender diversity on the board of commissioners did not
moderate the relationship between ESG and ROE. Leverage had a significant negative effect on ROE,
while firm age had a significant positive effect. Meanwhile, liquidity and firm size did not significantly
influence ROE.
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Table 3. Conclusion of Robust Improvement Results

Model ROA
Variable Coefficient t-stat p-value Description
ESG -5.26¢-07 -0.00 0.999 Not significant
BGD 0.1138055 0.89 0.373 Not significant
ESGxBGD 0.0084745 2.04 0.044 Significant
Leverage -0.0064873 -3.71 0.000 Significant
Liquidity -0.0022871 -0.26 0.798 Not significant
Firm Size -2.6le-15 -0.94 0.350 Not significant
Firm Age 0.000141 0.02 0.986 Not significant
Source: Processed data (2026)
Model ROE
Variable Coefficient t-stat p-value Description
ESG -0.014899 -1.62 0.109 Not significant
BGD 0.745557 0.95 0.342  Not significant
ESGxBGD 0.022794 0.68 0.497 Not significant
Leverage -0.375091 -3.63 0.000  Significant
Liquidity -0.007227 -0.41 0.685  Not significant
Firm Size -4.68E-15 -1.15 0.255  Significant
Firm Age 0.127494 2.11 0.037 Not significant

Source: Processed data (2026)

The control variables in this study include leverage, liquidity, firm size, and firm age. The test
results show that leverage has a negative and significant effect on firm performance, indicating that high
debt levels can reduce a firm's profitability due to increased financial burdens. Meanwhile, liquidity, firm
size, and firm age did not significantly influence firm performance in some models. This suggests that a
firm's ability to meet short-term obligations, firm size, or length of operation do not necessarily directly
impact firm profitability. Nevertheless, control variables are still used to control for factors other than the
primary research variables to enhance the accuracy of the analysis.

Pearson Correlation

A Pearson correlation test was conducted to identify relationships among variables and to detect
potential multicollinearity in the study. The test results showed that most variables had low to moderate
correlation coefficients, suggesting that there were no serious multicollinearity issues. Specifically, the
ESG variable showed a very weak and insignificant positive correlation with firm performance, as proxied
by ROA (0.0109) and ROE (0.0360), indicating that, simply put, ESG does not yet have a strong
relationship with firm performance. The moderating variable gender diversity on the board of
commissioners exhibits a negative and significant correlation with ESG at -0.1467 (p<0.01), suggesting
that an increase in ESG scores tends to be accompanied by a decrease in gender diversity. The correlations
with ROA (0.0668) and ROE (0.0345) are not significant.
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Table 4. Result of the Pearson Correlation Test

ROA YI ROE Y2 ESG X BGD M Lev Liq FS FA
ROA_Y1  1.0000
ROE Y2  0.0793  1.0000
0.1098
ESG X 0.0109  0.0360  1.0000
0.8268  0.4683
BGD M 0.0668  0.0345  -0.1467*  1.0000
0.1782  0.4866  0.0030

Lev -0.0936  -0.8313* 0.0130 -0.0260 1.0000
0.0589 0.0000 0.7934 0.6004
Liq -0.0049 0.0615 -0.1260* -0.0945  -0.1555*  1.0000
0.9221 0.2150 0.0109 0.0565 0.0016
FS -0.0219 0.0060 0.0618 -0.0529 -0.0055 -0.0347 1.0000
0.6594 0.9033 0.2128 0.2865 0.9124 0.4851
FA -0.0027 0.0482 0.1495*  -0.1169*  -0.0101 -0.0342 -0.0006 1.0000

0.9568 0.3311 0.0025 0.0181 0.8384 0.4905  0.9908
Source: Processed data (2026)

Model Selection and Classical Assumption Tests

The selection of the panel data regression model was conducted through a series of formal tests.
For the ROA model, the results of the Chow test (p=0.547) and the Lagrange Multiplier test (p=1.000)
indicate that the Common Effect Model (CEM) is the most appropriate model. Conversely, for the ROE
model, the Chow test (p=0.000) and the Hausman test (p=0.000) justify the use of the Fixed Effect Model
(FEM). Testing of classical assumptions revealed no multicollinearity issues, with a Mean VIF value of
1.04 (below the 10% threshold). However, the Breusch-Pagan test detected heteroscedasticity in both
models (p < 0.05). To ensure consistent and reliable parameter estimates, this study applied the Robust
Standard Error procedure to the CEM (ROA) model and the Cluster Robust Standard Error to the FEM
(ROE) model.

Moderated Regression Analysis (MRA)
After model refinement, hypothesis testing was conducted using Moderated Regression Analysis.

The estimation results are summarized in Table 5.

Table 5. Moderated Regression Results (Robust Standard Error)

Model ROA

Model 1 Model 2 Model 3
(Primary) (Moderator) (Interaction/MRA)
ESG 0.0003528 0.0006277 -0.0000005
(0.632) (0.273) (0.999)
BGD - 0.1248186 0.1138055
— (0.318) (0.373)
ESG x BGD - - 0.0084745%*

- - (0.044)
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Model 1 Model 2 Model 3
(Primary) (Moderator)  (Interaction/MRA)
Leverage () 0066608%#%  0.0064506%ks  ~0-0064873%**
(0.001) (0.000) (0.000)
Liquidity -0.0036650 -0.0021286 -0.0022871
(0.722) (0.812) (0.798)
FS -0.0000000 -0.0000000 -0.0000000
(0.322) (0.336) (0.350)
FA -0.0013939 0.0000893 0.0001410
(0.874) (0.991) (0.986)
Constant 0.1067696 0.0407180 0.0418909
(0.719) (0.875) (0.870)
R-squared 0.0098 0.0139 0.0150
N 408 408 408
Source: Processed data (2026)
Model ROE
Model 1 Model 2 Model 3
(Primary) (Moderator) (Interaction/MRA)
ESG -0.0132949* -0.0134897* -0.0148995
(0.080) (0.076) (0.109)
BGD — 0.8182455 0.7455577
- (0.281) (0.342)
ESG x BGD - - 0.0227940
- - (0.497)
Leverage -0.3754855%**  -0.3750012%** -0.3750912%%*%*
(0.000) (0.000) (0.000)
Liquidity -0.0066776 -0.0074329 -0.0072271
(0.720) (0.678) (0.685)
FS -0.0000000 -0.0000000 -0.0000000
(0.118) (0.277) (0.255)
FA 0.1314350** 0.1271863** 0.1274941%**
(0.037) (0.037) (0.037)
Constant -3.0571930* -3.0561020* -3.0549790*
(0.080) (0.077) (0.078)
R-s
(Wf&?‘gd 0.7823 0.7828 0.7829
N 408 408 408

Source: Processed data (2026)

Discussion

The Effect of ESG on Company Performance

The t-test results indicate that ESG disclosure does not have a significant effect on either ROA or
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ROE. These findings reject Hypotheses la and 1b. The lack of a significant effect suggests that in
Indonesia, ESG implementation in the manufacturing sector is likely still in its initial stage, where the
investment costs for environmental management and social responsibility remain higher than the short-
term economic benefits received by companies. The impact of ESG tends to be long-term through
improved reputation and efficiency, which may not be immediately reflected in annual profitability ratios
(Romano et al., 2020). These results also confirm that the market in Indonesia has not yet fully provided
direct financial appreciation for sustainability disclosures.

This finding aligns with research conducted by Almulhim et al. (2025), which found that ESG
disclosures do not always have a significant impact on corporate financial performance because their
effectiveness depends heavily on the level of ESG integration within the company’s business strategy. In
many cases, ESG practices remain symbolic or compliance-based, thus failing to deliver tangible
economic impacts on corporate profitability in the short term (Buchetti et al., 2025).

These research results are further supported by other empirical findings indicating that the
effectiveness of ESG is highly dependent on the quality of corporate governance, including the
characteristics of the board of commissioners. Studies by Menicucci & Paolucci (2022) and Dworkin &
Schipani (2018) confirm that board diversity can enhance oversight quality and promote the
implementation of strategies oriented toward the long term.

Theoretically, these results can be explained through the Stakeholder Theory perspective, which
states that companies need to balance the interests of various stakeholders in conducting their business
activities. The implementation of ESG is one of the mechanisms companies use to meet stakeholder
demands and maintain the company’s social legitimacy. However, the economic benefits of such
strategies are not always immediately reflected in short-term financial performance, as most of their
impacts are long-term and related to enhanced reputation and investor confidence (Freeman et al., 2019)

These research findings are also consistent with several previous studies that found that the impact
of ESG on corporate performance is not always significant, particularly in emerging markets. ESG
implementation is often still symbolic or compliance-based, thus failing to deliver tangible financial
impacts in the short term (Almulhim et al., 2025). Meanwhile, Buchetti et al. (2025) emphasize that the
effectiveness of ESG is highly influenced by the quality of corporate governance, including board
characteristics and internal oversight mechanisms.

On the other hand, some studies show different results. Research conducted by Popescu et al.
(2023) indicates that ESG can have a positive impact on corporate profitability when sustainability
practices are effectively integrated into the company’s operational strategy. These differing results suggest
that the relationship between ESG and corporate performance is heavily influenced by the industry
context, the quality of ESG implementation, and the level of corporate governance maturity.

The Moderating Role of Board Gender Diversity

The most intriguing finding in this study is the proven moderating role of board gender diversity
(BGD). In the ROA model, the interaction variable (ESG x BGD) has a significant positive effect
(p=0.044), thus Hypothesis 2a is accepted. This demonstrates that while ESG does not independently
impact ROA, its effectiveness in driving financial performance increases when a company has a higher
proportion of women on its board of commissioners. Women’s characteristics which tend to be more risk-
sensitive and long-term oriented help ensure that ESG investments are made strategically and efficiently
(Gavana et al., 2025; Heldgaard, 2024).

Conversely, in the ROE model, the moderating effect is only significant at the 10% level
(p=0.090), so Hypothesis 2b lacks strong support at the standard 5% significance level. This suggests that
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the limited number of women on boards (an average of only 14%) means their influence on policies
directly related to shareholder returns is not yet as strong as their influence on the oversight of operational
assets (ROA). Overall, this study supports the Upper Echelons Theory that diversity in the board’s
background is key to translating non-financial activities (ESG) into measurable financial outcomes. One
factor that may explain this situation is the still-low proportion of women on the boards of directors in
most companies in the study sample. The average gender diversity of boards of directors in this study is
only around 14%, meaning that women’s influence in corporate strategic decision making processes
remains relatively limited.

The leverage variable consistently has a significant negative effect on ROA and ROE. This
indicates that high debt burdens are a major hindrance to corporate performance in the consumer sector.
Liquidity was also found to have a negative effect on ROE, indicating that an excessive accumulation of
current assets (unproductive) can reduce the efficiency of equity returns. Meanwhile, company size and
age do not have a significant effect on profitability in this model.

The findings of this study are also consistent with the research by Gavana et al. (2025), which
shows that gender diversity on the board can improve the quality of corporate governance and strengthen
the effectiveness of oversight of the company’s strategic policies. Gender diversity on the board of
commissioners contributes positively to corporate performance by enhancing the effectiveness of
oversight functions (Thoomaszen & Hidayat, 2020). Additionally, the study by Almulhim et al. (2025) ,
also found that corporate governance characteristics, including board compositioncan amplify the impact
of sustainability practices on corporate performance.

CONCLUSION

This study concludes that Environmental, Social, and Governance (ESG) disclosures do not have
a significant direct impact on corporate financial performance, as measured by either Return on Assets
(ROA) or Return on Equity (ROE), in the consumer cyclicals and consumer non-cyclicals sectors in
Indonesia during the 2020-2023 period. This indicates that the economic benefits of sustainability
practices have not yet been fully internalized into short-term profitability and are likely still compliance
based. However, this study successfully demonstrated the strategic role of inclusive governance, where
gender diversity on the board of commissioners was found to moderate and strengthen the relationship
between ESG and ROA. These findings confirm that the presence of women on the board enhances the
effectiveness of oversight of operational assets through a more comprehensive risk perspective, although
this moderating effect is not yet strong enough to influence return on equity (ROE). As a practical
recommendation, companies are encouraged not only to increase the quantity of ESG reporting but also
to improve the quality of its implementation, and to begin considering affirmative action policies for
women’s representation on the board as a driver of strategic value. For future researchers, it is
recommended to expand the scope of governance variables such as board independence and use market-
based performance measures such as Tobin’s Q to capture long-term investors’ perceptions of a
company’s integration of sustainability values.
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