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Abstract: The purpose of this study was to conceptualise a framework that reflects an intertwined
relationship between the green board committee and firm performance. Agency and stakeholder
theories hold a basic notion of supporting the relationship between the green board committee and
firm performance. The moderating role of intellectual capital (IC) was introduced in the intertwined
relationship between green board committees and firm performance based on a resource-based view
theory. This study proposes a new measurement index, namely, the “green board committee index”,
to measure the green practices of organisations. This index is comprised of four dimensions: strategy
and policymaking, monitoring and control, sustainability, and risk management. The current study
hypothesised a significant and positive relationship between the green board committee and firm
performance. It was believed that the moderation effect of IC strengthens the relationship between the
green board committee and firm performance. The data for this study were proposed to be measured
through a content analysis of the company’s annual and embedded reports and a Thomson Reuters
DataStream terminal. It adds to the body of knowledge by alluding to an integrated notion of green
board committees and IC concerning firm performance. The mentioned conceptual framework sends
signals to legislators, regulators, policymakers, and practitioners on the critical insights and actions of
green board committees in setting strategies and objectives, addressing sustainability issues, forging
a relationship with stakeholders, and increasing the firm’s value from the business operations.

Keywords: green governance; green board committee; stakeholder theory; sustainability; intellectual
capital; shareholder value-added

1. Introduction

Increasing environmental and social issues have recently attracted huge and in-depth
attention from investors and stakeholders around the globe due to rising sustainability
issues [1]. The growing environmental and societal challenges have seriously threatened the
sustainable development of firms. Stakeholder pressure organisations have been formed
to realise the importance of society and the environment [2]. In response to sustainability
issues, companies must adopt green practices to improve their sustainability performance in
the leadership of sub-board committees [3]. A company’s efforts in obtaining sustainability
should be conveyed to stakeholders, shareholders, employees, consumers, and public
authorities [4].

The corporate board produces board-level committees to strengthen the governance
and improve the efficacy of board monitoring [5]. Such committees assist the Board of
Directors (BOD) by dividing the board’s fiduciary responsibilities. Harrison (1987) argued
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that forming committees in the board room is essential to protect the interest of stakeholders
and shareholders [6]. To achieve sustainability, organisations will require a sub-board com-
mittee to investigate problems affecting environmental, societal, and financial performance.
The corporate board can establish a green board committee that focuses on sustainability
performance [7]. Such committees in the board room send signals to stakeholders that
organisations are curious to protect them [8]. These committees are becoming a corner-
stone in corporate governance mechanisms as they enhance stakeholders’/shareholders’
long-term value [9]. The duties and practices that come in the domain of the green board
committees are vast, from proposing and implementing strategic sustainability policies to
fostering relations with the stakeholders [10].

Previous studies on corporate governance regarding board attributes [3], board char-
acteristics [11], and board compensation [12] have been documented. However, the green
board committee in the corporate governance mechanism has drawn little attention among
researchers [8]. Prior studies have investigated the effect of green board committees on
environmental–social performance [13] and corporate social responsibility (CSR) prac-
tices [4]. However, they have neglected its impact on the firm financial performance [13],
and the role of the green board committees in the financial performance remains an under-
researched subject. From an industrial point of view, it has been observed that the top
100 firms in Malaysia have 24 types of board committees, but a green board committee
that focuses on sustainability matters is not available among those firms [14]. It is believed
that 65% of the Standard and Poor (S&P) 100 firms have green board committees, and they
are the main pillar of firms’ value and long-term survival [10]. The absence of a green
board committee in Malaysian companies raises concerns on how they address these issues
of economic, social, and environmental sustainability. This provides an opportunity to
present a conceptual framework that shows an intertwined relationship between the green
board committee and the firm financial performance.

Effective corporate governance improves firm value through advanced policies, ap-
proaches, strategies, and a broad vision. However, in the contemporary world, firm value
cannot be promised by the functions of corporate governance, particularly the green board
committee. It requires unprecedented efforts and contributions from the top management
to the lower-level employees of the firm. In the debate regarding the green board committee
and firm performance, it is essential to identify whether other elements could accelerate
its nexus. Other factors might affect the connection between green board committees and
firm performance. The current study introduces a novel idea of theorising intellectual
capital (IC) as a moderator on the relationship between green board committees and firm
performance. IC is an organisational asset that is entirely or, to some extent, under the
control of the company to support the firm value creation [15]. IC provides a competitive
advantage and assists organisations in value creation [16]. It has three main components:
human capital, structural capital, and relational capital [17]. Its components drive a firm
towards sustainability because it aids the social, environmental, and financial performance
of the firm [18]. To the best of our knowledge, no study has used IC as a moderator on the
nexus between green board committees and firm performance.

The present study proposes a conceptual framework for all types of companies, partic-
ularly for oil and gas companies. Due to its exposure to multiple risks, it is considered the
riskiest industry in the world economy [19]. The risks in this industry are not constrained to
specific financial or economic characteristics but a myriad of risks encompassing social and
environmental aspects. It is worth mentioning that the famous Deepwater Horizon oil spill
in 2010 has led to social, environmental, and economic losses due to insufficient attention
of corporate governance towards the three dimensions of sustainability [20]. These losses
could have been minimal in the presence of specific green board committees. Therefore,
the formation of a green board committee could be vital for oil and gas companies.

The objective of the current study is threefold. First, it conceptualises how green board
committees contribute to the firm financial performance. Most studies have alluded to
the pivotal role of such committees in social and environmental performances but have
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missed its influence on financial performance, and the first objective was to conceptualise
the impact of green board committees on financial performance. Second, the literature
shows the possibilities of other factors, which, when integrated with the green board
committee, can result in higher financial performance. It assumes the role of IC that can
strengthen the financial position if integrated with green board committees. Therefore, the
second objective reflects the moderating role of IC on the relationship between green board
committees and firm performance. Third, previous studies have shown the measurement
of the green board committee as a binary variable. An index is presented in the current
study. It is comprised of practices that the green board committee performs. The detail of
the practices is explained in Section 4: Measurement of Variables. Thus, the third objective
is to propose a measuring toolkit for the green board committee.

The current study enriches the corporate governance literature by elaborating the
importance of green board committees and their role in enhancing organisational perfor-
mance. It contributes by introducing IC as a moderator between the green board committee
and firm performance. A new index is proposed for measuring the green board committee
instead of taking it as a binary variable, as shown in the prior literature. The current study
may provide legislators and regulators with critical insights and actions regarding the
green board committee in the establishment of corporate strategies and objectives.

The structure of the article is split into several sections. Section 1 explains the state-
of-the-art study and research objectives. Section 2 presents a detailed literature review,
a theoretical framework, the development of propositions, and a conceptual framework.
Section 3 presents the methodology. Section 4 explains the measurement of variables.
Section 5 presents the discussion. Section 6 concludes the study with contributions, policy
implications, limitations, and recommendations.

2. Literature Review

This section sheds light on green board committees and IC and deliberates it with
firm performance. The theoretical underpinning, the conceptual framework, and the
propositions developed are also carried out in this section.

2.1. Green Board Committees

Below is the review of past studies on green board committees, as shown in Table 1.
It has been observed that green board committees, committed to economic, social, and
environmental matters, are presented with different names, i.e., the environmental com-
mittee [21], CSR committee [22], green teams [23], sustainability committee [24], and the
sustainability-themed committee [25]. Despite having different names, its purpose is to
enhance firm value [9] and manage sustainability-related issues is the same [13]. The
documented literature elucidates three dimensions of green governance, i.e., social, envi-
ronmental, and economic [26]. These three dimensions are dealt with by a specific board
committee. Hence, the term “green” regarding such a board committee is used, and it is
described as a “green board committee.”
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Table 1. Review of prior research studies.

Reference Indexing Governance
Variable

Dependent
Variable

Theory
Applied Results Summary Finding

[27] Scopus
Environmental
responsibility

committee

Environmental
reporting Agency theory

Firms with the
environmental committee

present a more
credible disclosure.

Positive

[28] Web of
Science

Environmental
committee

Environmental
strengths and

concerns

Agency and
stakeholder

theory

Such a committee increases
environmental strengths

and mitigates
environmental problems.

Positive

[29] Web of
Science

Socially
responsible
committee

Sustainability
disclosure

Stakeholder
theory

The existence of a
sustainability committee
does not improve overall
sustainability disclosure.

Positive
insignificant

[30] Web of
Science CSR committee Environmental

performance
Legitimacy

theory

Insignificant association
between CSR committee and

environmental disclosure.

Negative
insignificant

[31] Web of
Science

Environmental
committee

Green
performance

Stakeholder
and legitimacy

theory

The environmental
committee, as a symbolic
approach, only manages
stakeholder perceptions.

Negative
insignificant

[23] Web of
Science Green teams

Environmental
performance

and reputation
-

Green teams significantly
improve firm environmental
performance and reputation

Positive

[3] Scopus Environmental
committee

Carbon
disclosure

Legitimacy and
stakeholder

theory

Significant nexus between
the committee and
carbon disclosure.

Positive

[32] Web of
Science CSR committee CSR

performance
Institutional

theory

Such a committee is an
influencer of

CSR performance
positive

[25] Web of
Science

Sustainability-
themed

committee

Green and
financial

performance

Stakeholder
theory

The committee reflects
negative nexus with green

performance, but green
performance assists in
financial performance

Negative

[13] Web of
Science

Sustainability
committee

Social and
environmental
performance

Stakeholder
theory

This committee improves
non-financial performance Positive

[22] Web of
Science

Sustainability-
themed

committee

Green
performance

Stakeholder
theory

The adoption of a
sustainability-themed

committee significantly
improves green performance

Positive

[33] Web of
Science CSR committee Sustainability

performance

Agency and
stakeholder

theory

The presence of a CSR
committee positively

influences environmental
and social performance.

Positive

[34] Web of
Science CSR committee

Economic,
social, and

environmental
performance

Stakeholder
theory

CSR committee brings
significant enhancement in

economic, social, and
environmental performance

Positive

[35] Web of
Science CSR committee Sustainability

disclosure

Agency and
stakeholder

theory

Shows significant association
between CSR committee and

sustainability disclosure.
Positive
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Table 1. Cont.

Reference Indexing Governance
Variable

Dependent
Variable

Theory
Applied Results Summary Finding

[21] Web of
Science

Environmental
committee

Environmental
quality

Stakeholder
and resource
dependency

theory

Insignificant association
between the environmental

committee and quality.
Negative

[10] Web of
Science

Sustainability
committee

Corporate
social

performance
(CSP)

Accountability
theory

The effect of sustainability is
economically significant. Positive

[7] Web of
Science CSR committee GRI-IFC

performance

Agency-
stakeholder

theory

Significant positive nexus
between CSR committee and

GRI-IFC performance.
Positive

[9] Web of
Science CSR committee Non-financial

disclosure
Institutional

theory

CSR committee has an
impact on

non-financial disclosure.
Negative

[36] Web of
Science CSR committee Sustainability

performance -

Significant positive
association of CSR

committee with social and
environmental performances.

Positive

[37] Web of
Science

Sustainability
committee

Financial
performance Agency theory

Significant nexus between
sustainability and

financial performance.
Positive

[38] Web of
Science

Sustainability
committee

Social
performance,

environmental
performance

Stakeholder
and upper
echelons
theories

Positive association of
sustainability committees

with social and
environmental performance.

Positive

[39] Web of
Science CSR committee ESG

performance

Agency and
stakeholder

theory

CSR committee has a
positive effect on
ESG performance.

Positive

[24] Web of
Science CSR committee ESG

performance

Resource
dependency

theory

Positive nexus between CSR
committee and

ESG performance.
Positive

[40] Web of
Science CSR committee CSR

performance

Stakeholder-
agency
theory

CSR committee improves
CSR performance. Positive

[4] Web of
Science

Sustainability
committee CSR reporting

Stakeholder
and resource
dependency

theory

Significant nexus between
sustainability committee and

CSR reporting.
Positive

There has been a surge in the existence of green board committees in organisations, as
elucidated by prior studies. Spitzeck analysed the data of 51 UK firms and indicated the
presence of green board committees within the boards of surveyed firms. Another study
reported the existence of such committees in highly sustainable companies by exploring
675 US firms [41]. Adel et al. [35] expanded on the existence of green board committees
in the S&P Europe 350 companies. Burke et al. [10] revealed the rising trend of green
board committees in listed public firms. Gennari and Salvioni [9] highlighted a spike in the
establishment of green board committees from 2.46% to 6.70% spanning 2000–2016. Practi-
tioners like Calvert Asset Management and the Corporate Library [42] and the Institute of
Business Ethics [43] also evidenced the increasing presence of such committees. This kind
of rising momentum underlines the essence of green board committees in organisations to
achieve sustainability.
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The mandate of green board committees in the board room is connected to firm sus-
tainability and is not limited to ecological issues [25]. The onus of economic and social
matters also comes under the domain of these committees, and organisations are forming
green board committees to utilise their vital skills in sustainability responsibilities. Such
committees support the directors on the board in monitoring and reviewing the sustain-
ability performance by ensuring companies’ adherence to corporate codes that overcome
sustainability risks [34]. Green committees design CSR strategies, meet stakeholder’s
demands and improve the firm’s reputation [44]. The existence of such specific committees
increases the creditability of environmental and social disclosure [27].

Various researchers lay stress upon creating green board committees as a fundamental
governance mechanism for companies to increase opportunities for sustainable devel-
opment. In a related study, Rodrigue et al. [31] described the function of green board
committees in the following way: “the committee makes sure to tell the board: here it
is, we conducted a diligent review, everything is under control, except here, except there,
and we will follow up”. Liao et al. [3] added: “the role of an environmental committee
with respect to environmental disclosure is analogous to the role of an audit committee
in ensuring proper financial accounting disclosures”. Biswas et al. [13] quoted from Rio
Tinto’s website: “the sustainability committee assists the board with overseeing strategies
designed to manage social and environmental risks, overseeing management processes and
standards and achieving compliance with social and environmental responsibilities and
commitments”. Hussain et al. [33] stated that “the existence of a CSR committee symbolises
the board’s orientation and commitment towards sustainable development”. In a nutshell,
a firm having a green board committee is committed to CSR and stakeholder’s demand,
but it also consistently plays an advisory role to enhance sustainability performance to
make sustainability a fundamental core strategy. In this vein, academicians attempt to
explore the effect of green board committees on firm performance.

Walls et al. [28] demonstrated that green board committees increase environmental
quality and reduce its hazards. Dangelico [23] explored a significant improvement in the
ecological performance and reputation of the firms with green committees. In the same
fashion, Lio et al. [3] showed that green board committees significantly contribute to the
transparency of carbon disclosure. An empirical study by Vigneau et al. [32] to identify
the nexus between green board committees and CSR performance in North America and
Europe validated the link of CSR performance to green board committees. In contrast,
Li et al. [25] revealed no enhanced financial performance directly but assisted in accounting
performance through green performance. Biswas et al. [13] empirically tested the effect
of green board committees on social and ecological performance in Australian firms and
revealed a direct relation in such indicators.

Chen et al. [22] reported a significant association between green committees and
green performance. An increase in firm performance and GBC was also complemented
by the reference [33] and [34], which investigated a nexus between green committees
and sustainability performance and found that the presence of green board committees
had the strongest influence on the economic, social, and environmental dimensions of
sustainability. In the UK, Adel et al. [35] revealed that the firms in the UK with green
board committees significantly impact the quality of non-financial reporting. Equally,
Burke et al. [10] signified the positive relationship between green board committees and
corporate sustainability performance. On the contrary, Gennari and Salvioni [9] indicated
a statistically significant nexus amid green committees and non-financial disclosure but
in a negative direction. Employing the GMM econometric technique, Cancela et al. [36]
observed a substantial positive effect of green board committees as a governance tool
on sustainability performance. Similar findings were evident by [37]. Noja et al. [38],
using agency theory, obtained the significant impact of green governance committees
on the financial performance of firms. Shahbaz et al. [39] conducted empirical studies
to examine the effect of the green board committees on ESG performance and found a
significant positive association between the two constructs. Elmaghrabi [40] tested the
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nexus between the green board committee and CSR performance and concluded that the
presence of such committees could significantly contribute to a firm’s CSR performance.
Kilic et al. [4] found an improvement in non-financial reporting with the engagement of
green board committees.

Numerous researchers have highlighted the main roles of green boards contributing
to firm performance, as shown in Figure 1. However, some researchers critiqued the
existence of green board committees due to their insignificant role in the organisation’s
performance. As mentioned above, Michelon and Parbonetti [29] found an insignificant
nexus between green board committees and sustainability disclosure. They further argued
that the existence of such committees only improves social disclosure but not overall
sustainability disclosure. Rupley et al. [30] explored an insignificant relationship between
green board committees and ecological performance. Rodrigue et al. [31] criticised the
existence of green board committees after investigating their negative and statistically
insignificant effect on performance. They argued that such committees, as a symbolic
approach, only manage stakeholder perceptions. During empirical testing of green board
committees and the environmental quality of French-listed companies spanning in years
2009–2014, Baalouch et al. [21] found an insignificant relationship. They declared it as a
legitimacy tool that does not necessarily contribute to non-financial reporting.

Figure 1. Green board committee roles and firm performance.

2.2. Firm Performance

A performance indicator facilitates investors in investment decisions regarding whether
to invest or step back from a particular business. Researchers, academicians, and practi-
tioners use the performance indicators as a dependent variable to examine the influence of
the predictor variable on it. Organisations use different performance indicators, such as
earnings per share, return on assets (ROA), return on equity (ROE), market to book value,
Tobin’s Q, return on investment, economic value-added and so forth per their strategies
and objectives [45]. It is important to highlight the best performance indicator that reflects
the value creation information to investors.

Performance measures are classified into objective and subjective measures. Objective
measures are computed using secondary data, while subjective measures are quantified
using primary data. Objective measures are further categorised into three types. First, the
financial performance includes traditional measures like return on assets, equity, return on
investment, and operating profit. Second, the market performance, which includes sales
and market shares. Third, shareholder return, which includes shareholder value-added and
economic value-added. The accounting performance measures are critiqued in academia
as they lack the reflection of shareholder value [46]. Studies have identified that financial-



Sustainability 2021, 13, 10849 8 of 21

or accounting-based measures could provide misleading information on the company’s
progress and innovation [47].

Shad et al. [48] have recommended that corporations should use economic value-
added (EVA) for firm performance. However, Fernandez [49] advocated that EVA and
market value do not indicate shareholder return. It is further criticised that EVA does not
measure value creation [50]. In the present time of strong competition and globalisation,
value and wealth creation for shareholders are more significant. So, the firm should use
indicators that can reflect the transmission mechanism to shareholders as to how their value
is created. Based on economic theories, shareholder value-added (SVA) has drawn the
attention of researchers and industry practitioners highly [51]. Rappaport [52] discovered
SVA as a performance indicator in 1986. SVA’s prettiness is that it reflects a transmission
mechanism to the shareholders about how their value is created. It is defined as the excess
income that the firms earn after the deduction of funding costs [51]. It is calculated as
follows: Equation (2).

SVA represents shareholder value-added. NOPAT is the operational efficiency of the
firm, i.e., net operating profit after tax. The WACC is the weighted average cost of capital
that includes the cost of debt and equity. SVA as a performance indicator will show how the
management has utilised the company resources to create organisational value. The other
performance indicators in relation to the green board committee are depicted in Table 1.

2.3. Related Theories

This portion deliberates on the theoretical support for a direct link between green
board committees and firm performance. Prior studies argued for the inappropriateness
of using a single theory to justify the role of green board committees. Agency and stake-
holder theories are utilised to support the intertwined relationship between green board
committees and firm performance. Both of the theories complement each other. The study
used a resource-based view theory to support the moderation role of IC on the relationship
between green board committee and firm performance. The subsequent section presents
an explanation of these theories.

2.3.1. Agency Theory

Agency theory, proposed by Jensen and Meckling [53], is based on characteristic
behaviour and conflicts of interest between management, stakeholders, and shareholders.
It asserts that good corporate governance can enhance the ability of companies to cope
with rising challenges and plays an essential role in resolving agency conflict [53]. As
opportunism is characteristic of human beings, managers can emphasise self-interest-based
business operations at the expense of shareholders and stakeholders. For instance, they
can adopt a greenwashing approach and could mislead the shareholders and stakeholders
in preparing sustainability reports, resulting in information asymmetry and a conflict of
interest among stakeholders. In such cases, agency theory mandates forming board-level
committees to closely monitor the management activities, reduce information asymmetry,
and ensure the business operations’ alignment with the interest of stakeholders [33]. The
green board committee is vital to oversee the management activities and for the control
of sustainability issues. It is pertinent to mention that agency theory favours green board
committees that extend the attention of the company to sustainability issues and that
mitigate the conflict of interest between management and stakeholders [35]. A vast amount
of literature on agencies indicates that a company can enhance its legitimacy [29] and
financial performance in the presence of effective board committees such as the green
board committee.

2.3.2. Stakeholder Theory

Freeman, in 1984, presented stakeholder theory, which advocates that the long-term
objectives of an enterprise could be achieved with a strong bond among multiple stakehold-
ers [54]. This theory asserts that shareholders and investors are not the only stakeholders,
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but other groups are within and outside the organisation. Stakeholders have expectations
from organisations, which are essential to be met by the organisations. The multiple
stakeholders, such as shareholders, managers, creditors, investors, customers, suppliers,
employees, government, communities, agencies, and media groups, show an interest in
knowing how the company operations influence them [55]. Due to rising conflicts from
organisation operations, stakeholders expect organisations to disclose their sustainability
reports, which work as a communication channel between companies and the respective
stakeholders [56]. The existence of green board committees, which perform a major role in
the preparation of sustainability reports, can overcome the concerns of stakeholders via
sustainability reporting. They develop a good corporate image that eventually increases
the firm performance. Green board committees can also indirectly mitigate the firm’s
cost through sustainability practices [19]. Stakeholder theory supports the conflict-free
stakeholder–management relationship that improves the firm performance [57]. The study
contends that the green board committee balances the monetary and non-monetary goals
using fewer resources and that it meets the multiple stakeholders’ interests [3].

2.3.3. Resource-Based View Theory

Penrose laid the foundation of the resource-based view theory (RBV) in the book “The
Theory of the Growth of the Firm”, which was published in 1959 [58]. However, more
attention has been directed towards the paper “Firm Resources and Sustained Competitive
Advantage” produced by Jay Barney, who has advanced the concept of RBV theory. The
firm long-term survival and competitive advantage are linked with strategic resources
that other companies cannot replicate [59]. Integration of resources results in an effective
service or product [60]. Inimitable and rare resources provide a sustainable advantage and
improve the firm profitability [61]. The IC is also a resource that cannot be replicated by
another enterprise. It includes humans as wells as organisational structural capital. The
green board committee increases the overall sustainability performance of the firms. If the
company enriches green board committees with IC such as education, knowledge, expe-
rience, training, skills, organisation processes, databases, and supportive infrastructure,
the outcome of the committee may be high. Therefore, IC performs a vital role in a firm’s
performance at every level [59].

2.4. Development of Hypothesis
2.4.1. Green Board Committees and Firm Performance

The green board committee is an essential element of the corporate governance mech-
anism. The top tone of corporations might ignore the sustainability obligations and focus
on short-term accounting returns. In such cases, green board committees can influence
management to endorse socio-economic policies. As stated above, agency theory asserts
that board-level committees oversee and control the actions of management. Thus, green
board committees are crucial to monitor overall operations and control emerging issues
that might allocate the company resources to accelerate the sustainability practices for
better stakeholder management [33]. Green board committees related to social and envi-
ronmental performance have been documented extensively, but its nexus with financial
performance, particularly shareholder value-added, is scant. However, studies are gaining
traction (See Table 1). In one study, an increase in environmental and social performance
was attributed to green board committees [13]. It is crucial as it mandates implementing
CSR activities at the top tone, satisfying stakeholders’ demands and improving the firm
reputation [62]. Eberhardt-Toth [8] assumed that a firm equipped with a green board
committee could attain high corporate social performance. A more recent conceptual study
presumed that organisations with green board committees might perhaps enhance the
community, environment, product, services, and business ethics, which, in return, earn a
good image and reputation [63]. Consequently, a good reputation might result in financial
benefits [48].
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The literature reflects exciting notions on the nexus of a green board committee and
firm performance. However, they are limited to non-financial performance, and financial
results are yet to be explored. Based on the above discussion and in light of agency and
stakeholder theory, the current study hypothesised a direct positive nexus between the
green board committee and firm financial performance. Thus, the following hypothesis
is postulated.

Hypothesis 1 (H1). Green board committees have a significant positive impact on the financial
performance of the firm.

2.4.2. Moderating Role of Intellectual Capital

Following the concept of Baron and Kenny [64], moderation is the action of the third
variable that compounds the bond between independent and dependent variables. The
moderator does not need to be an antecedent to the predictor variable. The intensity of
moderating and independent variables is of the same level regarding their role as a causal
antecedent to the specific criterion impacts. In this vein, the present study assumed the
moderating effect of IC, which may increase the capability and capacity of green board
committees that might strengthen the financial sustainability of an organisation.

Our contemporary world is full of uncertainties, and an enterprise could be exposed
to many risks [65]. For instance, the recent COVID-19 pandemic has chiefly disturbed
almost every industry around the globe [66]. Over the last decade, new technologies have
had a significant effect on societies [67]. Such uncertainties could not be reduced only with
the corporate governance and the establishment of specific board committees. To survive
in unpredictable conditions, firms need to change their strategies from a labour-based to a
knowledge-based business along with the possession of intangible resources, i.e., IC, which
is generally defined as the mind or human brain’s ability that helps the organisation in
value creation [68]. It is not displayed on the balance sheet, but it plays a vital role in an
organisation’s performance.

Organisational sustainability issues are dealt with by green board committees, while
the literature reflects on common features between sustainability and IC [69]. Technically,
to some extent, green board committees depend on organisational IC to attain high per-
formance. Higher firm performance is assumed if green board committees are enriched
with IC, which is a significant element in business that bestows the firm with a competitive
advantage [17]. A human capital aspect of IC may increase green board committees’ knowl-
edge, creativity, skills, and willpower. In contrast, structural capital provides a foundation
for the execution of human capital [70]. Organisations are counselled to invest in IC for two
reasons: it enriches organisations economically, i.e., improves their financial performance,
and it also promotes mission-based performance [16]. From the above discussion and RBV
theory, the following hypothesis is postulated.

Hypothesis 2 (H2). Intellectual capital has a significant positive impact on the relationship
between green board committees and firm performance.

2.5. Conceptual Framework

Figure 2 presents a conceptual framework of the study. It comprises multiple concepts
and contexts to achieve a mechanism that provides the correct and aligned interpretation
of the subject at stake [48]. Over the last two decennaries, the launching of millennium
development goals (MDGs) and sustainable development goals (SDGs) have increased the
importance of green board committees in organisations due to their multipurpose role in
protecting society, the environment, and the economy. Despite its high importance, scant
literature exists on the inspection of the green board committee and firm performance.
In the wake of growing stakeholders’ demands and increased sustainability issues, our
work produced a conceptual framework of green board committees and firm performance
by integrating IC between two variables. Thus, it provides academics and practitioners
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with an essential contribution by having increased firm value through green board com-
mittees. It engages in strategy making, monitoring, controlling, sustainability reporting,
and management of sustainability risks. The firm value increases when the committee
monitors and controls the management actions against the interests of shareholders and
stakeholders. Its engagement in sustainability reporting reduces information asymmetry
and reducing asymmetry cost, which increases the firm value. In the presence of emerging
risks, organisations’ performance may deteriorate in the absence of such committees. It
helps in identifying and planning mitigation actions against the risks that consequently
increase the firm performance. However, there is always a potential for improvement that
can be fulfilled by the integration of IC, which assists in the company’s growth with mini-
mum resource utilisation. It is essential for economic success and to address the ecological
and social problems that societies may face. When organisations invest in IC, it achieves
sustainability targets [71]. The authors’ opinion is that integrating IC would increase the
capacity and capability of the green board committee, resulting in higher firm value. A
causal relationship is drawn between green board committees and firm performance in
light of agency and stakeholder theories. Specifically, RBV theory is utilised to support the
moderating role of IC.

Figure 2. A conceptual framework linking green board committee, intellectual capital, and firm performance.

The framework below is comprised of three types of variables: an explanatory variable,
a moderating variable, and a dependent variable. The dependent variable reflects the firm
performance proxied by shareholder value-added. The green board committee is used as
an explanatory variable, whilst IC is incorporated as a moderating variable. The green
board committee is assumed to increase the firm performance by designing strategies
and policies, monitoring and controlling, sustainability reporting, and by engaging in risk
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management. It is also suggested that the integration of IC will moderate the positive
relationship between the green board committee and firm performance.

3. Methodology

The study proposes a conceptual framework by applying a qualitative approach to
green board committees’ gist and their subsequent impact on firm performance. In this
respect, related research studies are compiled in a systematic way. This method is utilised
as it connects the literature of a specific area and presents an integrated knowledge to
academicians and policymakers by proposing a framework [72].

Two well-known databases, Scopus and Web of Science, are used as recommended
by Ali et al. [73]. Both databases are preferred because they are highly recognised for
publishing theoretical, conceptual, and empirical articles. The concept was carried out
in five steps. Figure 3 depicts an inclusive view of this research document. In step 1,
the related databases, i.e., Scopus and Web of Science, are chosen. The main focus is
on theoretical, conceptual and empirical studies. A time frame of 2012–2021 is selected.
The rationale for searching articles in this particular period is that this research area has
rarely been investigated. Debate on this topic is growing due to its contribution to the
sustainable development goals issued by the United Nations. A short combination of
keywords has been skimmed in the abstracts and body of studies. The following keywords
are used: “CSR committee” OR “green board committee” OR “sustainability committee”
OR “environmental committee” OR “social sustainability committee.” In step 2, the authors
are engaged in a careful reading of the abstracts and the findings of the documents. Only
those studies are included, reflecting the aim of green board committees and their impact
on firm performance. Related concepts and constructs are collected and then classified.
In step 3, a conceptual framework is designed, and the links are established between
constructs. In the penultimate step, key concepts are conveyed. For the advancement of
study, propositions are intended to prove the new concepts.

The study proposes sampling and potential modelling. The sample comprises listed
oil and gas companies of Malaysia. The analysis spanned ten years of data because it
covers the era before and after the launching of SDGs. The data type is panel data, which
is a mixture of both time-series and cross-sectional data. This work proposes a weighted
content analysis of annual reports to compute the green board committee index. The reason
for suggesting weighted content analysis is its ability to verify more significant information
than an unweighted content analysis [74]. Academicians also focus on the usage of content
analysis [75]. IC and shareholder value-added are measured using secondary data obtained
from annual reports and a Thomson Reuters DataStream terminal.

Given the nature of the data balance panel data, a linear regression model is proposed
to examine the impact of green board committees on firm performance under the mod-
erating effect of IC. To avoid econometric issues and for smooth analysis, it is pivotal to
address some important diagnostic checks such as data normality, multicollinearity, and
endogeneity issues [76]. The Hausman test is recommended to choose the appropriateness
of the model between the random and fixed effects. In addition, this work proposed to
utilise simultaneous equation models, i.e., two-stage least-squares and system-generalised
methods of moments as robust testing to examine the sensitivity of the results.
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Figure 3. Graphical view of the study.

4. Measurement of Variables
4.1. Development of the Green Board Committee Measurement Index

This study attempted to propose a measurement index for green board committees.
Several studies have used the green board committee as an independent variable to identify
its impact on multiple dependent variables, such as environmental, social, and financial
performance viz-a-viz sustainability reporting and many more [77]. It has been observed
that green board committees are measured as a binary variable and marked with 1 if the
organisation has a green board committee and 0 if otherwise. A novel contribution to the
existing studies is introduced by proposing a green board committee index that includes
practices performed by the green board committees. In light of the literature, the practices
by the green board committee have been split into four major dimensions/parts, as shown
in Table 2. Each dimension is discussed in the subsequent sections.
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Table 2. Summary of measurement of variables.

Variables Dimensions Elements

Green board
committee

index

Strategy and policy
(a) Information on green board

committees’ engagement in strategy
and policymaking of the firm

Risk management
(b) Information on the green board

committees’ engagement in monitoring
and control of the firm

Monitoring and
controlling

(c) Information on green board
committees’ engagement in the

sustainability reporting of the firm

Sustainability reporting
(d) Information on the green board
committees’ engagement in the risk

management of the firm

Intellectual capital VAIC model Equation (3)

Firm performance Shareholder value-added Equation (2)

4.1.1. Strategy and Policy

Evidence from studies suggests that green board committees play an essential role
in the strategy and policymaking of the companies [78]. Al-Shaer and Zaman [79] have
argued that board committees provide insightful advice to management in strategies
related to sustainability and stakeholder expectations. The green board committee as-
sists the board of directors (BOD) in integrating social and environmental sustainability
into business strategies [80]. It also contributes to the company-related policies regard-
ing sustainability [3]. Such committees demonstrate sustainability-related strategies and
policies [81]. They shape the missions and strategies to drive enterprises towards sustain-
ability [44]. Such committees assist in management-related policymaking [41]. The BOD
forms a green board committee for an advisory role on social and environmental issues [7],
which are latterly considered in the organisation strategy and policymaking. From the
above discussion, the following measuring element is assumed under the dimension of
strategies and policies of the green board committee index, i.e.,

(a) Information on a green board committee’s engagement in the strategy and policymak-
ing of the firm.

4.1.2. Monitoring and Control

Klettner et al. [82] have provided an insight into green-board-committee monitoring
and corporate strategy implementation. Due to our proclivity for opportunistic behaviour,
managers can work for their self-interest. However, green board committees can closely
monitor managers and align the firm’s and the stakeholders’ goals [33]. Such committees
control the decision taken by the management related to the company’s sustainability
issues [44]. As mentioned before, being part of the corporate governance mechanism,
these committees monitor sustainability and ensure organisational compliance with its
policies [81]. Using the previously stipulated arguments, the following measuring element
for the green board committee index is assumed under the dimension of monitoring and
control, i.e.,

(b) Information on the green board committees’ engagement in the monitoring and
control of the firm.

4.1.3. Sustainability Reporting

In the present era of climate change, oil and gas companies around the globe are facing
extreme pressure from stakeholders to disclose sustainability practices [33]. The curiosity
of stakeholders in knowing the financial and non-financial information regarding such
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companies has increased remarkably. To diffuse stakeholder pressure, today, companies
release their sustainability reports. In such a situation, green board committees play a
vital role in inspecting the content of sustainability reporting. It conveys information to
shareholders and stakeholders through sustainability reporting about how the company
responds to sustainability issues. A study has argued that green board committees assist
companies in non-financial reporting [28]. Similar research asserts the improvement of
company performance through disclosure of sustainability reports [83]. In light of the
above discussion, the following measuring element for the green board committee index is
assumed under the dimension of sustainability reporting, i.e.,

(c) Information on the green board committees’ engagement in the sustainability report-
ing of the firm.

4.1.4. Risk Management

As mentioned before, the green board committee plays an instrumental role in manag-
ing emerging risks [10]. A reputed report sheds light on forming a specific committee with
the aim of monitoring, recognising, and evaluating environmental, social, and governance
(ESG)-related risks [84]. It was agreed upon that companies might face financial risks
other than ESG risks for which a green board committee communicates with other board
committees, such as audit and risk committees. Such committees protect the firm value
by overcoming sustainability risks [85]. It creates awareness as to how the emerging risks
affect organisational competitive advantage and value. It provides mitigation actions
to address the risks [39]. Such committees are beneficial for organisations because they
provide an essential insight into risk management strategies and because they ensure the
compliance of an enterprise with sustainability guidelines [13]. From the above evidence,
the following measuring element for the green board committee index is assumed under
the dimension of risk management, i.e.,

(d) Information on the green board committees’ engagement in the risk management of
the firm.

The green board committee index comprises four measuring elements, as depicted
in Table 2. If complete information on each element was displayed in the annual reports,
a value of 2 is placed. If the element was partially disclosed or completely absent in the
annual reports, then a value of 1 or 0 was provided, respectively. Finally, the green board
committee index value was calculated using the following formula.

Green board commitee index =
∑ X
N

(1)

∑X represents the number of practices performed by the green board committee, and
N represents the total number of practices.

4.2. Dependent Variable

Shareholder value-added (SVA), which is the excess amount of income that the firms
earn after the deduction of funding cost, was taken as the dependent variable [51]. It is
calculated as follows:

SVA = NOPAT − WACC (2)

SVA stands for shareholder value-added. NOPAT is the net operating profit after tax,
which is also known as the operational efficiency of the firm. The WACC is the weighted
average cost of capital, including the cost of debt and equity.

4.3. Moderating Variable

The IC was used as the moderating variable. It was computed through a ratio [17],
a content analysis [86], and a questionnaire [16]. The present study recommends a value-
added intellectual coefficient (VAIC) model invented by Pulic [87] for the computation
of IC. The reason for choosing this technique was its simplicity and accuracy in terms of
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computation. This technique could identify the overall IC and its major components, such
as human and structural capital. This technique is widely accepted by the UK’s Department
for Business, Innovation, and Skills [88], increasing its worthiness and strengthening its
validity. VAIC can be computed as follows:

VAIC = CEE + HCE + SCE (3)

In Equation (4), VAIC refers to the value-added intellectual coefficient, while CEE
is the capital-employed efficiency, HCE is the human capital efficiency, and SCE is the
structural capital efficiency. It is important to compute the total value (VA) created by the
firm to calculate these variables. VA is computed as follows [89]:

VA = OP + EC + A/D (4)

where OP is operating profit, EC is employee cost, A is amortisation, and D is depreciation.
VA was utilised to measure the components of VAIC (HCE, CEE, and SCE). CEE was
calculated as follows:

CEE = VA/CE (5)

In Equation (6), VA is the total value created by the firm, and CE is capital employed,
which is also known as the book value of assets. The components HCE and SCE were
computed as:

HCE = VA/HC (6)

SC = VA − HC (7)

SCE = SC/VA (8)

In the Equations (6) and (8), HC is the personnel expenses of the firm, and SC is the
difference between VA and HC.

5. Discussion

Scant literature is available on the green board committees and their role in the
performance of firms. The study [10] explored the little attention paid by researchers
on green board committees and firm performance. A conceptual framework has not
been observed for green board committees and firm financial value. This has drawn the
attention of academics and practitioners to the importance of green board committees in
firm performance.

The board of directors can produce sub-level committees to improve the firm per-
formance. Green board committees were produced to focus on achieving sustainability
and removing obstacles that stop an organisation from driving to sustainable develop-
ments. These committees perform multiple roles to meet the demands of stakeholders and
shareholders. For instance, they engage in sustainability operations to ease stakeholders’
concerns and to create a shared firm value. From the lens of stakeholder theory, green
board committees contribute significantly to a firm’s value by meeting the interests of
diverse stakeholders via sustainability reporting. Thoroughly reviewing each content of
non-financial reporting that comprises risk management reduces information asymme-
try at every level of organisation and ultimately culminates in cost reduction and high
firm performance. Through agency theory, the green board committee ensures that the
management operations align with the company’s mission, vision, and strategy. It helps
hinder opportunistic behaviour at the managerial level and resolves the conflict of interests
between principals and agents. Firms enjoy high profits in the absence of agency costs.
Such committees bolster corporate governance and internal control through a supervision
approach and through consideration of ESG issues. It assists in firm value creation by
adopting a top-down approach to sustainability issues. Various researchers have inves-
tigated a positive correlation between green board committees and firm performance in
the academic literature. This study assumed a significant positive impact between the two
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variables under the lens of the first two theories following the previous studies. The essence
of IC is also highlighted in the study. A firm cannot last without IC investment. It increases
the capacity and capability of an organisation at every level. IC provides a competitive
advantage and increases the firm’s value. Using RBV theory, the current study alludes to
a positive moderating effect of IC on the relationship between green board committees
and firm performance. Organisations with green board committees can preserve firm
reputation and enjoy high shareholder value.

6. Conclusions

The study aimed to formulate a conceptual design that reflects on the practices of green
board committees as it has an intertwined relationship with firm performance. A moderat-
ing role of IC on the nexus between two variables is suggested. The design paradigm will
foster the understanding of corporations on the roles of green board committees towards
the sustainable development of the firm. The study highlighted four major working areas
in which the green board committee employed its expertise and knowledge: strategy and
policymaking, monitoring and control, sustainability reporting, and risk management.
This study hypothesised that firms could attain financial sustainability if their green board
committee focused on the four aforementioned dimensions. An integration of IC with
the green board committee might trigger the firm performance. The use of the proposed
conceptual paradigm is not limited to the energy sector as the components are general,
which can be applied to every type of industry. However, this study focused on the oil
and gas sector due to its vulnerability in terms of sustainable risks. Such issues lead not
only to economic losses but also to societal and ecological degradation. The existence of
green board committees will assist a firm in performing cleaner sustainable operations
and attaining financial sustainability. These committees would help reduce societal harm
and might lead countries to low carbon emissions in the long run. It will help to achieve
the sustainable development goals set by the United Nations. It is concluded that the
conceptual framework and propositions might open new vistas of empirical validation and
other moderating factors in the future.

This research claims the novelty of the conceptualisation of green board committees’
practices and firm performance. Not many studies exist on the moderation of intellectual
capital on such a paradigm. The execution of this study will foster the knowledge on firm
performance with green governance in general and green board committees in particular. It
contributes to the body of knowledge by employing the notion of agency and stakeholder
theory to design an intertwined relationship between green board committees and firm
performance. An empirical investigation of the proposed notion will uncover the important
role of the green board committee in firm value.

The study provides a base for producing a green board committee index for firm
performance. The literature shows that the green board committee is measured only as
a binary variable. An index comprising four dimensions is produced. This contribution
could provide a road map to future researchers and add other elements and dimensions in
the proposed index to further enhance the proposed framework. Such a framework will
work as a methodological base for the computation of firm value.

A green board committee is vital for the board and all stakeholders who have stakes
in the firm. Its inclusion improves environmental and social performance, which positively
affects an organisation’s accounting performance. Based on the results, investors are
encouraged to ask enterprises to produce green committees in the board room to face lower
environmental and social risks and to enjoy high transparency in sustainability reports. The
formation of these committees is also vital for aligning the interest between stakeholders
and firms and may pursue the United Nation’s sustainability goals. To avoid the significant
financial, human, social, and ecological losses evident by the major Deepwater Horizon oil
spill, firms have to employ green board committees to integrate risk management policies in
the firm’s sustainability. Policymakers may endorse the green board committees to ensure
transparent disclosure of sustainability practices and implementation of CSR policies.
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The study provides information to managers and practitioners on achieving financial
and non-financial benefits. It suggests to regulatory bodies that green board committees’
existence mitigates the agency cost through monitoring and controlling, which, in turn,
creates shareholder/stakeholder value by transparent sustainability reporting. Firms can
sustain their value if green board committees emphasise stakeholders by forging a strong
relationship with them.

Despite providing a high-scale contribution and policy implications, the study was con-
fined to conceptualisation. It lacked empirical investigations. Therefore, future researchers
are encouraged to empirically validate the paradigm. Researchers are encouraged to testify
the designed framework in different countries with variant sample sizes in different indus-
tries. Future studies are invited to identify other moderating factors that can accelerate the
nexus between green board committees and firm performance.
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