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Abstract: The purpose of this paper is to explore the impact of ESG sustainability practices (i.e.,
Environmental, Social, Governance/economic) on share performance. Moreover, the objective of
the study is to investigate the sustainability practices with mediation of board member experience,
which might contribute in maintaining the share performance. The study is unique in such a way
that instead of analysing the stated relationship with internal financial performance measures such as
return on asset (ROA) or return on equity (ROE), this study will investigate the relationship using
external performance measures such as firm share performance. In this research, data were collected
from 100 Bursa Malaysia listed companies using purposive sampling during the sampling period
from 2017 to 2020. The data were analysed using the Autoregressive Distributed Lag (ARDL) bound
testing model instead of a traditional regression model to examine the causal relationship. The results
of the study showed the long-run steady relationships through the error correction term (ECT) at
the optimum lag. Further, the findings also revealed that there is no short run association between
the sustainability practices and the stock performance with mediation of the board experience. The
findings also showed that sustainability practices have a significant impact on share performance
with mediation of board experience. It is found that sustainability practices, especially environmental
and social, are essential to attract investors. The results have also demonstrated that a board of
directors of different ages has different knowledge, competencies, and expertise which could prove
beneficial in terms of board diversity that decides to adapt the best sustainability practices. These
findings provide some inference for future research on the relationship of sustainability practices and
share performance with other mediating factors of board attributes.

Keywords: ESG; sustainability practices; share performance; board attributes

1. Introduction

Sustainability practices are regarded as an understanding of management wherein
businesses are inclined to collaborate with social, economic and environmental issues among
their business operations, and have interaction with their stakeholders (Beji et al. 2021; Font
and Lynes 2018). Sustainability practices are utilised to make companies accountable for the
environment and social communities in a way that means every stakeholder could prosper
and the firm’s negative aspects are reduced (Tran 2019). The concept of sustainability is
important for emerging economies to promote the image of the country in question.

The study in consideration is important for understanding how board members are
adopting the sustainability practices that improve the stock’s performance. Board members
from different age groups and with different experiences will react differently towards
implementation of sustainability practices. This study is unique in such a way that will

Int. J. Financial Stud. 2023, 11, 4. https://doi.org/10.3390/ijfs11010004 https://www.mdpi.com/journal/ijfs

https://doi.org/10.3390/ijfs11010004
https://doi.org/10.3390/ijfs11010004
https://creativecommons.org/
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/
https://www.mdpi.com/journal/ijfs
https://www.mdpi.com
https://orcid.org/0000-0002-5973-4020
https://doi.org/10.3390/ijfs11010004
https://www.mdpi.com/journal/ijfs
https://www.mdpi.com/article/10.3390/ijfs11010004?type=check_update&version=2


Int. J. Financial Stud. 2023, 11, 4 2 of 22

highlight the importance of board member experience in adapting the sustainability prac-
tices to maintain the share performance. The current study will establish this relationship
and help to identify the corporate spending to improve the society and environment, which
will have positive impact on share performance. The scope of this research is to find out
the implementations of this evidence in Malaysia and to evaluate the results and identify
the best sustainability practices employed by the board members to maintain the share
performance. Moreover, the study will focus on factors such as investments and investors’
perception of sustainable practices that are indeed missing in previous literatures. The
past literature focuses on the internal performance factors such as return on asset (ROA),
return on equity (ROE), and profit margin. However, this study is focused on external
performance measures such as share performance. Sustainability practices are still seen
as a losing proposition in certain studies, particularly in the Asian region. The study
presents a characteristic equation to determine how investors will react if businesses adopt
management practices, specifically if they invest in sustainable projects.

In the majority of countries, the company selects corporate social responsibility by
directly integrating sustainable practices to have an influential and noticeable performance
and improve the image of the brand (Bhatti and Sulaiman 2020). Moreover, it has been
contended that it is still considered to be a major cost for the investors of companies
mainly in developing countries, for instance, Malaysia. Similarly, the previous literature
has also depicted the strong impact of the practices of sustainability that are normally
important for preserving the long-term growth of socio-economic circumstances. This
is environmentally important for businesses that are looking to operate in the long run.
This gap is extracted from the study of Keesstra et al. (2018), where the focus is only on
the impact of sustainability practices on share performance and the mediating factor is
missing, covered through this study in relation to the Malaysian listed companies. On the
other hand, share performance as the dependent variable and practices of sustainability
as an independent variable is tested in the study to strengthen the literature and fulfil the
designed aim of the research.

In the majority of the literature, the measurements related to financial performance
have an emphasis on the indicators of internal performance, for instance, the return on
equity (ROE), return on assets (ROA), and other related accounts of balance sheets and
income statements. Nonetheless, the perspective of investors of a company’s performance
depends on the performance of the stock market (Bhatti and Sulaiman 2021). Hence,
there is a gap in the literature relating to the requirement for the improvement in the
sustainability of businesses by stimulating sustainability practices and board attributes by
companies, all of which has an influence on share performance (Zraqat 2019). The concept
of corporate sustainability is not yet extensively studied in terms of the triple bottom line
approach, which focuses on social, environmental, and economic settings. In the extensive
literature study by Praveen et al. (2013), it was observed that only ten papers had discussed
sustainability. The majority of the prior literature focused on developed countries in the
analysis. In relation to Praveen et al.’s (2013) findings, a study conducted by Bhatti and
Sulaiman (2021) argued that the investor’s perspective and their behaviour are not studied
in detail. The literature lacks the knowledge in the identified area; the conceptual model
will provide the basis of research that can be conducted to analyse the investor’s behaviour.
Thus, this research focuses on the identification of the impact of sustainability practices on
share performance with the mediation of board attributes, processed in the consideration
of Malaysian listed companies.

The study in consideration will assist in understanding the firm’s sustainability prac-
tices and how it can impact the firm’s share performance. This study will investigate the
relationships using sustainability as an independent variable and share performance as a
dependent variable while considering board member experience as a mediator. The mediat-
ing role of board attributes will assist in understanding how board members make decisions
that promote corporate sustainability pratices. The sustainability practices are measured
by using three main components of sustainability reporting: social, environmental, and
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economic responsibilities. These widely accepted practices consider the surrounding with
a firm’s capacity to gain profits, known as the triple bottom approach (Zorio-Grima et al.
2017). On the other hand, board attributes will be measured using board members’/CEOs’
experience, relevant qualifications, and expertise (Arora 2022; Dembo 2017).

In this research, 100 Bursa Malaysia listed companies were selected using a purposive
sampling technique. The data for board members’ attributes (experience and age), share
price values (for share performance), and ESG factor rating (for sustainability practices)
were collected and analysed to identify the relationship. The data were collected for
sustainability (ESG), share price and board member experience for the selected period of
2017 to 2020. In this study, the Autoregressive Distributed Lag (ARDL) model is used for
the data analysis model instead of a traditional regression model, in order to avoid biases
in result interpretation. The results of the study showed that the sustainability practices
have long-term relation-term associations with share performance with the mediation of
board members’ attributes.

This paper will provide beneficial information to investors, academics and researchers
on the behaviour of shareholders on corporate social responsibility initiatives by board
members to promote the company’s image. This study will add unique value to the body
of knowledge, which can be used as a solid foundation for future studies. The findings of
this study will benefit the firms by providing insight into the key points of this research,
which assist the firms in building a better brand image.

The upcoming section of the paper will detail the literature review carried out by
previous researches. The third chapter is where the methodological design adopted by the
researcher is proposed. The fourth chapter can also be regarded as one of the most essential
parts of the study, showing the data analysis using the applicable tool and technique. This
chapter also shows the extracted results, which are used in answering the research question
and satisfying research objectives. The fifth chapter is the concluding chapter of the study,
where the researcher concludes the entire research briefly.

2. Literature Review

This research is based on sustainability practices along with their impact on the share
performances of the listed organisations. Sustainability practices have recently started to
be used across types of organisation (Yong et al. 2020). The present study aims to focus
on the effects of sustainability practices on share performance while considering board
attributes as a mediator. Moreover, sustainability practices serve as the outlook of the
impact fostered by a corporation as the result of their economic, environmental and social
properties (Annunziata et al. 2018; Nguyen 2022). Meanwhile, sustainability reporting
or practices have started becoming one of the essential mechanisms for organisations
globally because of growing concerns related to environmental protection. The reports
made as a result of adopting sustainability practices help to ensure a kind of commitment
by the organisation to their own sustainable or green policies. A growing number of
businesses are now connecting with stakeholders on different sustainability subjects with
full consideration. They also listen to opinions from stakeholders on different sustainable
operations (Crane et al. 2019).

Thus, integration, along with the combination of sustainability practices and the
financial performance of organisations, has helped analyse how well organisations produce
their revenues. Hence, this also indicates that the coverage of firms from different kinds of
damages and negative impacts on the environment can impact the image of the company
(Pajunen et al. 2012; Pugna et al. 2019). Firms have diverted their focuses and put more
emphasis on social and environmental efforts rather than earning profits by any cost-
saving strategies.

2.1. Sustainability Practices and Board Attributes

Sustainability practices are those that encompass all environmental, social and gov-
ernance (ESG) concerns; this is now increasingly positioned on the top of agendas (Shen
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et al. 2022; Unruh et al. 2016). Hence, this is also discussed in the study of Sumner (2017);
this is not the boardroom topic that everyone first thinks of. Sustainability has been a
central topic for corporate competitiveness and the ability of companies to continually
operate. Traditionally, topics have been as varied as environmental disasters, labour rela-
tions, different safety incidents, or sustainability effects of all the sectors, along with the
challenges. Another study by Daugaard (2020) found that there is a huge emphasis on the
governance element of the ESG, and that it is the fiduciary board’s duty to look after the
companies’ strategies, risk and allocation of the capital. Furthermore, it has been postulated
that enterprise risk management (ERM) consider the central avenue for expanding the
consideration of the company towards the risk that is posed by the environmental and
societal trends. This also encompasses a change in the expectations of the stakeholders that
can impact the ability of the company to achieve their all-strategic objectives. This is also
revealed by Galli (2021): the expansion of the ERM includes the ESG risk to help make
connections to risk, strategy, and decision making, which makes companies increasingly
resilient and competitive (Dang and Nguyen 2021).

Markets are becoming increasingly competitive with each passing day and corpora-
tions are put under unprecedented pressure to incorporate sustainable practices. The reason
is that their financial success and share performance are highly dependent on sustainability
practices (Alshehhi et al. 2018; Dang and Nguyen 2021). The adoption of sustainability prac-
tices, such as environmental, social and economic practices, has increased over the years
since these practices in the corporate business strategy have shown improvement in brand
image as well as the financial performance of the corporations (Keskin et al. 2020). There-
fore, today, many countries prefer to adopt sustainability practices to improve the share
performance of their corporations (Alshehhi et al. 2018). Investors and customers alike are
conscious of corporate sustainability since they consider it their responsibility to preserve
the environment by encouraging sustainability practices in a corporation. For decades,
investors have been raising their concerns over sustainability, but now they have started
considering making investments in the sustainable projects offered by the corporations
(Keskin et al. 2020).

In addition to the above information, O’Dwyer and Unerman (2020) further argued in
their study that more of the robust ESG integration in the broader sense of ERM practice
and sustainability practices directly helped to promote all kinds of measurements, along
with the disclosure of the meaningful ESG information. They claimed that this enabled
management and the board to access overall resources that are required, and accordingly
assign the capital. As discussed in the study of Fisch (2018), to understand the relationship
between sustainability and board attributes, sustainability practices helped to secure more
time at and in between the board meeting, and a standardised approach towards incorpo-
rating the ESG in the discussion of the boardroom, especially when making longer-term
strategy and identification of the risks. Hence, stakes were found to be very high and
directors had to act to recognise that sustainability is one of the fundamental elements of
stewardship and a fiduciary role.

2.2. Board Members’ Attributes and the Impact on Firm Performance

It has been demonstrated in the study of Masud et al. (2019) that the board and direc-
tors’ expertise, as well as the trust placed in them, inspire board members, which improves
the overall performance. Whitler et al. (2018) pointed out in their study that expertise of
the boards related to that which is relevant to the firm’s industries and business and in
regard to operations and business models has a positive impact on firms. Furthermore,
directors with more experience and from different firms tend to develop tactical knowledge.
This knowledge is found to be very hard to replicate, constitutes an intangible asset, and
potentially leads towards a competitive advantage (Zaragoza-Sáez et al. 2016). Merendino
et al. (2018) indicated that the appointment of some of the experienced directors directly
increases different ranges of perspectives along with their interpretation and that this
reduces the internal biases among the decision-making process of the board. This has
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also been seen from the study of Tejerina-Gaite and Fernández-Temprano (2020), that the
double-aged sword means older age directors are simultaneously associated with greater
experience on one hand, and a high-risk aversion with a loss of productivity on the other.
In relation to this, Loderer et al. (2017) postulated that old age leads to greater market
experience and that this results in the growth of the earnings of firms and the growth of
those employed in the firm (Hastalona and Sadalia 2021).

Corporate social responsibility ESG is a spotlight issue nowadays due to potential
longer-term outcomes from shareholder investment (Hastalona and Sadalia 2021). The
stockholders include customers, individuals, employees and society that show meaningful
impacts on social, economic and environmental effects to achieve corporate sustainabil-
ity practices CSP (Rahman et al. 2022). Implementing such policies and strategies could
strengthen the relationship between the stakeholders to create a positive impact on firm
financial performance (FFP). Different perspectives are seen in the literature on CSP. Com-
panies with eco-efficient strategies revealed high market value compared to companies who
do not implement environmental strategies. The relationship of gender diversity and firm’s
performance with the board of directors. The author concluded that due to effective skills
and better knowledge and understanding, women directors could better share discrete
values and norms than the men. Thus, women directors can increase the decision-making
process and revolutionise business settings (Arora 2022; Saggar et al. 2021).

Previous studies show that the presence of women on boards of directors improves
the performance of companies. Female directors participate in more diverse roles than men.
Women work in more corporate and social organisations (such as NGOs) when compared
to men. Female entrepreneurs also play a significant role in economic activities. Various
parameters such as age, nationality, qualification, decision making power, ethics, and
professionalism are important and play a significant role to promote diversity. Women on
boards of directors should have diverse skills and life experiences (Arora 2022). There are
many other different factors that affect the overall performance of organisations. Women
directors may not perform well in other regions or developing countries, unlike China,
because of social norms and corporate culture. The features of a board with respect to
its independence, diversity and diligence on ESG show various impacts on a company’s
performance (Nguyen 2022). A board is comprised of internal and external directors.
The firm’s daily operations and decision making power is directly impacted by internal
directors (Kamaludin et al. 2022). Managerial or independent members relate to external
directors. Having external or independent directors on the board is critical to confirming
effective monitoring. Studies analysed that board independence and diversity enhance
ESG disclosure, which failed earlier in the Malaysian context. Policy makers may also help
in providing and enhancing the non-financial performance through sustainability activities.

In addition to the above attributes, education, and experience are found to be other
important attributes for the board of directors. These tend to integrate the background
of the directors and their personalities. While addressing the association between the
demographic diversity of the board members and firm performance, Ma et al. (2021)
discussed in their study that educational heterogeneity positively helps to influence the
return on investment (ROI). Furthermore, the study put forward by Hong et al. (2016)
showed that the university degrees that are directly held by the board members are linked
with seven different measures of the performance, such as earning per share (EPS), ROA,
cumulative returns, cumulative abnormal returns, changes in the EPS, changes in the ROA
and the end market-to-book ratio. Likewise, some of the other studies have also found a
significant relationship between education and the performance of the firm, and from the
example of a study conducted by Oziegbe and Cy (2021) and Marn and Romuald (2012),
it is shown that the education of the board has no significant and positive impact on the
firm’s performance, especially in the Malaysian listed firms.
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2.3. Hypothesis Development

The framework shown in Figure 1 is designed to investigate the impact of sustain-
ability practices on stock performance with the mediation of board members’ experience.
As per the conceptual framework, it has been identified that the dependent variable is
share performance. The independent variable is sustainability, which includes three sub-
factors: social, environmental, and economic aspects. Similarly, the mediating variable is
the one that helps in creating an association between dependent and independent variables
that explores the relationship among the two variables (van Schaaijk et al. 2020). It is
mainly a hypothetical variable that acts as a mediator in the connecting of the two vari-
ables. The mediating variable of the study includes board attributes based on experience
and education.
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It has been observed that sustainable practices incorporate help in controlling the
business environment in terms of managing disasters, labour relations, different safety
incidents and sustainability effects that have a significant impact on the progression of
the company (Schmitt 2017). It sheds light on the fact that the growing attention of the
investors is more towards sustainability with a huge emphasis on governance, where
the board of directors looks after the company’s strategies, risks, and the allocation of
capital (Boffo and Patalano 2020). In a broader aspect, enterprise risk management (ERM)
practices and sustainability practices directly help in promoting all types of measurements
with the disclosure of ESG information, which enables the board to gain overall access to
the resources.

The board member experience attribute that has been examined through the study as
having a direct impact on the performance of the company includes composition, charac-
teristics, structure, and process. These attributes show a clear image of the board members
that is correlated with the financial performance of the firm (Arora 2022; Saggar et al. 2021).
In this regard, board member experience plays a vital role, as it determines that it has a sig-
nificant effect on social practices and share performances. The study determines that board
members have a significant and positive effect on the relationship among social practices
and share performance by successfully practicing CSR activities in an organization for the
growth of economic, environmental and social practices (Żelazna et al. 2020). However,
the majority of the prior literature suggests that sustainability practices on environmental,
social, and economic levels will distract firm performance. Higher management will lose
its focus on core business objectives, that, is to maximise shareholders’ wealth. The find-
ings highlighted the fact that sustainability practices have no control over explaining the
changes in firm performance (Dyduch and Krasodomska 2017).

In this regard, various other factors affect share performance, share price, trading
volumes and market capitalisation. In this context, sustainable practices influence share per-
formance by affecting the functioning of the company’s performance where non-financial
performance indicators, including environmental and social performance, are considered
as effective valuation (Alshehhi et al. 2018). These factors help in improving share per-
formance and the share performance is increased by delivering high returns through the
corporate environment and social performance. Adopting best sustainable techniques can
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also help to maintain the brand image (Praveen et al. 2013). The firm’s higher profitability
attracts more investors that help to increase free cash flow. These practices are initiated
from the top-level management which creates a good brand image and reputation in the
market, focusing more on the environment and society instead of profitability in particular
(Oncioiu et al. 2020).

3. Methodology

The current research has used a deductive approach of reasoning since hypotheses are
already established to test the theories. Furthermore, data were collected via a quantitative
method; therefore, the use of deductive reasoning was adequate to ensure results are more
profound, explaining the associations between sustainability practices, board attributes,
and share performance. The data are collected from a sample of 100 Bursa Malaysia listed
companies using a purposive sampling technique. Purposive sampling is used because all
the relevant data are not available for all the companies and all the identified variables.

As stated by Ryan (2018), positivism allows the determining of facts and figures and
examining of associations, relations, and properties of the selected variables of the research.
Based on the nature of this research, positivism was adopted for analysing results using
quantifiable and observable approaches. Therefore, it was utilised in the current study to
identify the impact of sustainability practices (social practices, environmental practices,
and economics) on share performance. It was considered appropriate for assessing the
data collected from secondary sources, i.e., annual reports and stock market websites. The
results by the use of positivism were analysed adequately for large samples. The positivism
provides a range of benefits to the researcher where the foremost advantage includes a
deep examination of results with higher accuracy and validity (Cooper and Schindler 2013).
This research was carried out using the philosophy paradigm of positivism. Therefore,
positivist ontology and epistemology are viewed and justified in this section. According
to Al-Saadi (2014), it is believed by positivist ontology that the world is external and that
the objective reality to any research phenomenon is single regardless of the perspective of
the researcher or his beliefs. Thus, a structural approach is used for identifying evident
research phenomena for the performance of the research by the formulation of appropriate
hypotheses. In addition, the ontology of positivism also explained that there is a clear
distinction between personal experience and value judgement, which is evaluated by deter-
mining statistical inferences adhering to the objective reality of the world (Klakegg 2016).
On the other hand, an epistemology of positivism reflects upon knowledge explaining the
association between research and reality. It is pertinent to undergo a possible review of
objective knowledge where an extensive focus is placed on abstraction and generalisation.
The thought here is governed by state theories and hypotheses (Al-Saadi 2014).

The data collected by the researcher will be evaluated using the Autoregressive Distri-
bution Lag Model (ARDL). The same model is used in previous studies in comparison to
Generalized Least Squares (GLS) and Ordinary Least Square (OLS) methods (Ajide 2014;
Samontaray 2010). The ARDL approach was adopted due to a number of advantages.
Firstly, it can be applied to data regardless of stationarity. Secondly, it can also take a suffi-
cient number of lags. Thirdly, it is a superior estimate of long-run coefficients with reliable
diagnostic testing of the estimated equation. Fourthly, the dynamic error correction model
(ECM) can also be derived from ARDL (Garratt et al. 2012; Gerrard and Godfrey 1998).
However, it is more appropriate on the smaller sample size; that is why, in this study, yearly
data are analysed to keep the data within the range of 100 observation each year. To this
extent, the researcher will employ trend analysis and fundamental financial/econometric
analysis to help establish the relationship.

3.1. Model Specification

The model needed to generate the results is extracted from the generalised least square
regression model. Regression models of this type have been in use for decades, but in more
recent times, they have been shown to provide a very valuable vehicle for testing for the
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presence of long-run relationships between economic time-series (Gujarati 2009). In its
basic form, an ARDL regression model is as it looks in Equation (1).

yt = β0 + β1yt−1 + . . . + βpyt−p + α0xt + α1xt−1 + α2xt−2 + . . . + αqxt−q + εt (1)

The model is derived from the framework to create a framework for the impact
of sustainability practices on the share performance with mediation of board member
experience. The objective is to identify the relationship between sustainability practices
employed by the company and the share performance and how board member experience
plays a mediating role in identifying the best practices to maintain the share performance.
By keeping in view the prior experiential studies, the causal relations among the variables
is specified as follows:

Y = α+ β1 + β2(Me) + ε (2)

The standard regression equation 1 is used for the analysis of the variables where
Y is the dependent variable and Alpha (α) is the constant followed by the independent
variables (β) and (ε) error term.

SPER = f(SS + Age (Me) + ε) (3)

The SPER represents the share performance of the firm, which is a dependent variable
of the function, whereas the SS is sustainability share is represented by the Environmental,
Social and Economic/Governance (ESG). The mediation Age (Me) represents the age of the
board members which also shows experience.

The model explained above is then further classified in three equations in order to
observe the relationship with Environmental, Social, and Economic (Governance).

SPER = F(SS (Environmental, Social, Economic) + Age (Me) + ε (4)

The analysis is performed using the above equations, which assist in identifying the
relationship between share performance and sustainability practices (Environmental, Social
and Economic) with a mediation of board member experience. This will also assist in
identifying the best diversity of board member based on the experience and age.

3.2. Data Sources

ESG rating is defined as the effective measuring tool used for evaluating the companies’
performance regarding the environmental, social and governance/economic risks and
opportunities. It is challenging to report all the sustainability practices or companies’
sustainable activities separately as high cost, resources and time are required. Therefore,
companies have mostly used this method to detail their progress regarding exposure to
ESG risks and opportunities, and how they manage these risks (Keskin et al. 2020). This
is publicly available information about sustainability conducted by the companies, which
helps the investors when making investment decisions. It is recognised that the more
the company conducts behaviour in the area of sustainability, the greater the ESG score
will be, and the more compelling it will be for the investor to invest in the company. By
contrast, a lower ESG score means the company has low exposure and does not perform
well; therefore, the investors have low interest in the company.

In this study, professional experience is used as a proxy for board characteristics. In this
regard, the age of the board member is considered as a representation of their experience.
To examine the industry awareness, it was helpful to gather the data on practical experience,
along with how it would help the success of businesses and stock performance (Rao and
Tilt 2016). The board’s experience was gathered from the organisation’s annual report,
websites, and social media platforms such as LinkedIn, all of which offered significant data
in this area.

The data of the stock trade capitalisation was derived from the Bursa Malaysia website
as a measurement of the stock performance (Malaysia 2022). Increased market capitalisation
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volumes indicate that buyers were interested in stock because of its profitability or other
facts about the company (Ichsani and Suhardi 2015). Trading quantity is a metric of a stock’s
performance that academics and researchers use to evaluate its market worth (Abiola and
Olusegun 2017).

4. Results and Finding

This section revolves around executing analysis of gathered data via chosen secondary
sources to accomplish the central aim of this study. For investigating the gathered secondary
data from mentioned sources, the chapter carries out quantitative analysis, which is tested
stationary, with no unit root in the model, by applying the unit root test, which shows that
data are stationary. The outcomes of testing applied are compiled according to the needs of
the analysis using the Autoregressive Distribution Lag Model (ARDL).

4.1. Descriptive Statistics

From the descriptive statistics shown in Table 1, it is clear that the number of observa-
tions collected to perform the analysis is 100; i.e., 100 Malaysian companies are taken for
the research. However, the sustainability share and share performance of the companies
are taken from the year 2017 to 2020.

Table 1. Descriptive Statistics.

Sustainability
2017

Sustainability
2018

Sustainability
2019

Sustainability
2020

Share
Performance

2017

Share
Performance

2018

Share
Performance

2019

Share
Performance

2020
Experience Education

Mean 89.8 90.3 91.4 89.4 2.8 3.4 3.8 2.5 56.6 2.5
Median 94.5 95.0 96.0 94.0 1.5 1.9 2.5 1.2 57.0 2.0

Maximum 99.3 99.5 100.0 99.0 33.9 34.5 35.6 33.3 83.0 5.0
Minimum 0.3 1.5 3.8 1.0 0.1 0.2 0.3 0.0 32.0 1.0
Std. Dev. 20.4 20.3 20.0 20.2 4.7 4.9 5.2 4.6 11.2 1.5

Probability 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.4 0.0
Sum 9253.4 9305.0 9409.2 9208.5 289.4 345.5 389.8 260.4 5832.0 258.0
Obs 103.0 103.0 103.0 103.0 103.0 103.0 103.0 103.0 103.0 103.0

As shown in Table 1, the age of the board members defines the experience of the board
members and the age of the firm. Moreover, it is found that the age of most of the board
members age lies in the range of 40 to 80 years, whereas the minimum age is 32 and the
maximum age is 83. Considering the share performance of the companies, it is found that
the average share performance of the companies is 3.09%; however, the maximum share
performance is 35.6% and the minimum value is 0.01%. In the case of sustainability share,
the average share in sustainability by the companies is approx. 94.82%, while the maximum
share in sustainability recorded is 99% and the minimum share value is 82%.

Hence, from the primary findings, it is clear that the board of members performed
well due to greater age and experience level; thus, an increase in share performance and
sustainability share came into being. Similarly, it is evident from secondary findings
that the older the board members are, the more expertise or knowledge they will have.
Moreover, expertise and knowledge are considered to be strategic resources that contribute
significantly to share performance as knowledge and expertise assist in management,
advice, counselling and making critical decisions. In previous research, age has been taken
as an indicator of experience and the competencies of board members; i.e., the older the
board members, the more experience they will have.

It is observed that members in their forties and fifties have to face significant challenges
and pressures in the business environment, and that as a result, they are more likely to
be unable to implement investment decisions. In contrast, board members with more
experience are capable of dealing with business matters in a better way due to a high
familiarity with the environment. According to both primary and secondary findings,
a member of a higher age has more competencies and experience compared to younger
aged board members. Moreover, according to resource-based theory, higher aged board
members lead to better performance from a firm.
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4.2. Autoregressive Distribution Lag (ARDL) Model

Before the application of ARDL model, it is determined that the data are stationary
and their lack of serial correlation. The basic rule of applying the ARDL model is to identify
the optimum lag selection. This requires certain criteria which can give us an idea of the
best model application for the study. According to the criteria, lag selection is observed at
different levels (e.g., Lag 4, 3, 2, 1). As a rule of thumb, where Akaike Info Criteria (AIC)
or Schwarz Info Criterion (SIC) are at the lowest level, lag selection is considered to be
optimum (Anderson et al. 2015).

In this study, AIC info can be used for the optimum lag selection criteria. In the given
model, the lag selection criteria are applied at different levels (Lag 1, 2, 3, 4) for each year
(2017 to 2020), as shown in Table 2. As discussed in the criteria above, the point where AIC
and SIC are lowest is taken as the best lag selection, as shown in Table 2. In 2017, Akaike
info criteria (AIC) value is the lowest at Lag 3, which is −6.14 as compared to −6.08 at Lag
4, −6.07 at Lag 2 and −5.99 at Lag 1. Based on the criteria, Lag 3 is at the optimum level
with the lowest AIC value in the year 2017 (Anderson et al. 2015; Gujarati 2009).

Table 2. Lag selection using Akaike Info Criteria (AIC) or Schwarz Info Criterion (SIC).

ARDL Lag Selection

Year
Lag 4 Lag 3 Lag 2 Lag 1

AIC SIC AIC SIC AIC SIC AIC SIC

2017 −6.08 −6.64 −6.14 * −6.69 * −6.07 −6.41 −5.99 −6.23
2018 −6.45 * −7.06 * −6.37 −6.85 −6.26 −6.62 −6.29 6.54
2019 −6.25 * −6.82 * −6.23 −6.71 −6.19 −6.53 −6.12 −6.35
2020 −6.19 * −6.76 * −6.17 −6.62 −6.16 −6.5 −6.1 −6.36

* Optimum lag.

Using the same criteria, in year 2018, the value of AIC is lowest at Lag 4, which is
−6.45, which shows that lag 4 is optimum at this level. In year 2019, the value of AIC is
lowest at Lag 4, which is −6.25. In year 2020, the value of AIC is also lowest at Lag 4, which
is −6.19.

4.3. Results of Breusch–Godfrey Serial Correlation LM Test

The results of the Breusch–Godfrey serial correlation LM test results are calculated for
each year to test if the serial correlation exists in the variable. Table 3 shows the test results
of the serial correlation test at lag 3 for year 2017. The results clearly show that the Prob Chi
Square value is higher than 5% significance level which indicates that the null hypothesis
cannot be rejected. It identifies that there is no serial correlation in the year 2017 dataset,
whereas the serial correlation is tested on the optimum lag model of years 2018 to 2020. The
results showed that the Prob Chi Square is higher than 5% significance level, which indicates
that there is no serial correlation in the data at each optimum lag.

Table 3. Breusch–Godfrey serial correlation LM test (Lag 3–Year 2017).

Breusch–Godfrey Serial Correlation LM Test:

Null Hypothesis: No Serial Correlation at up to 3 Lags

Fstatistic 0.917249 Prob. F(3,77) 0.06436
Obs*R-squared 3.346878 Prob. Chi-Square(3) 0.06343

As there is no serial correlation detected in the 2017 dataset, it follows to test the
stability of the data by using the CUSUM test. As shown in Figure 2, the results of the
CUSUM test show that the blue (Solid) trend line (CUSUM) is in between the two redlines
(Dotted), which means that the dataset of the year 2017 is stable at lag 3. The CUSUM
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stability test is applied on the optimum lag model of the year 2018 to 2020, which indicates
that the dataset is stable for each year.

Int. J. Financial Stud. 2023, 11, x FOR PEER REVIEW 11 of 22 
 

 

Table 3. Breusch–Godfrey serial correlation LM test (Lag 3−Year 2017). 

Breusch–Godfrey Serial Correlation LM Test:  
Null Hypothesis: No Serial Correlation at up to 3 Lags 

Fstatistic 0.917249 Prob. F(3,77) 0.06436 
Obs*R-squared 3.346878 Prob. Chi-Square(3) 0.06343 

As there is no serial correlation detected in the 2017 dataset, it follows to test the 
stability of the data by using the CUSUM test. As shown in Figure 2, the results of the 
CUSUM test show that the blue (Solid) trend line (CUSUM) is in between the two redlines 
(Dotted), which means that the dataset of the year 2017 is stable at lag 3. The CUSUM 
stability test is applied on the optimum lag model of the year 2018 to 2020, which indicates 
that the dataset is stable for each year. 

-30

-20

-10

0

10

20

30

20 30 40 50 60 70 80 90 100

CUSUM 5% Significance  
Figure 2. CUSUM Test Results (Lag 3−Year 2017). 

4.4. Wald Test Bound Testing to Check the Longer-Term Association of Variables 
In order to see the long-term and long-lasting relationship between the variables in 

this study, the researcher can use the coefficient bound testing Wald test. The criteria to 
check the long-term association is to observe the F statistics and compare it to the Pesaran 
critical value at 5% (Garratt et al. 2012; Pesaran et al. 2001). At 5% critical level, the lower 
bound value is 2.86 and the upper bound is 4.01 (shown in Table 4 below) and observed 
F statistics should be higher than the upper bound. It shows that the variables have a long-
term and long-lasting relationship with each other. It also means all the variables move 
along in the longer run (Cooper and Schindler 2013). 

The coefficient bound testing Wald test is applied to the data of each year and com-
pared according to the criteria explained above. The results of the Wald test are shown in 
Table 5. In the year 2017, the results of F statistics value are observed to be 23.14 (at Lag 
3), which is higher than 4.01, the upper bound range identified by the Pesaran criteria at 
5% critical level. It indicates that all the defined variables have long-term and long-lasting 
relationships with each other; i.e., all the variables move together in the long run. 

Table 4. Pesaran and Narayan critical value. Source: (Hassan 2009; Pesaran et al. 2001). 

Pesaran et al. (2001) Hassan (2009) 
Critical 
Value 

Lower Bound 
Value 

Upper Bound 
Value  

Lower Bound 
Value 

Upper Bound 
Value  

1% 3.74 5.06 4.59 6.37 
5% 2.86 4.01 3.28 4.63 

10% 2.45 3. 52 2.70 3 . 9 0 

Figure 2. CUSUM Test Results (Lag 3–Year 2017).

4.4. Wald Test Bound Testing to Check the Longer-Term Association of Variables

In order to see the long-term and long-lasting relationship between the variables in
this study, the researcher can use the coefficient bound testing Wald test. The criteria to
check the long-term association is to observe the F statistics and compare it to the Pesaran
critical value at 5% (Garratt et al. 2012; Pesaran et al. 2001). At 5% critical level, the lower
bound value is 2.86 and the upper bound is 4.01 (shown in Table 4 below) and observed
F statistics should be higher than the upper bound. It shows that the variables have a
long-term and long-lasting relationship with each other. It also means all the variables
move along in the longer run (Cooper and Schindler 2013).

Table 4. Pesaran and Narayan critical value. Source: (Hassan 2009; Pesaran et al. 2001).

Pesaran et al. (2001) Hassan (2009)

Critical Value Lower Bound
Value

Upper Bound
Value

Lower Bound
Value

Upper Bound
Value

1% 3.74 5.06 4.59 6.37
5% 2.86 4.01 3.28 4.63
10% 2.45 3.52 2.70 3.90

The coefficient bound testing Wald test is applied to the data of each year and com-
pared according to the criteria explained above. The results of the Wald test are shown in
Table 5. In the year 2017, the results of F statistics value are observed to be 23.14 (at Lag
3), which is higher than 4.01, the upper bound range identified by the Pesaran criteria at
5% critical level. It indicates that all the defined variables have long-term and long-lasting
relationships with each other; i.e., all the variables move together in the long run.

Table 5. F Statistics of bound testing Wald test (2017–2020).

Coefficient Bound Testing Wald Test (2017–2020)

Year F Statistics Bound Testing Remark

2017 23.41 >4.01 Long-term association
2018 20.48 >4.01 Long-term association
2019 5 >4.01 Long-term association
2020 4.89 >4.01 Long-term association
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In the year 2018, the results of the F statistics value are observed to be 20.48, which is
higher than 4.01, the upper bound range identified by the Pesaran criteria at 5% critical
level. In the years 2019 and 2020, the results of the F statistics value are 5.23 and 4.89, which
is higher than 4.01, the upper bound range identified by Pesaran criteria at 5% critical level.
This indicates that all the defined variables in each year have long-term and long-lasting
relationships with each other; i.e., all the variables move together in the long run.

4.5. Dynamic Error Correction Model (ECM)

One of the most important aspects of applying the ARDL model is to estimate the
Error Correction Term (ECT), which assists in identifying the speed of adjustment toward
the long run equilibrium of the applied model at the optimum lag (Anderson et al. 2015).
According to the criteria, ECT should be a negative number and significant (p value less
than 5%) if model specifications are correct (Gujarati 2009). After analysing the ECT on the
given dataset of each year (2017 to 2020), it is observed that the ECT value is negative and
significant in each year. However, the serial correlation is observed in the test after applying
ECT in the model. To remove the serial correction, one variable DPERFORMANCE (−1) is
dropped from the year 2017 to 2020. After removing the DPERFORMANCE (−1) from the
dataset, the serial correlation is removed, and results are desirable for the further analysis.
Table 6 shows ECT (−1) with no serial correlation observed in the data.

Table 6. ARDL and serial correlation after removing DPERFORMANCE (−1).

Year ECT (−1) p Value Serial Correlation (p Value) Remarks

2017 −0.934889 0.0000 0.2671 Negative, Significant, No Serial Correl
2018 −0.93714 0.0000 0.2351 Negative, Significant, No Serial Correl
2019 −0.941358 0.0000 0.1576 Negative, Significant, No Serial Correl
2020 −0.90208 0.0000 0.1636 Negative, Significant, No Serial Correl

Based on the results shown in Table 6, the ECT value is −0.93 and Prob value is 0.000
(significant), which is desirable for the analysis. The results for year 2017 concluded that
the whole system can get back to the long-run equilibrium at the speed of 93.48%.Table 6
shows that there is no serial correlation in the model. The observed p value is 26.71%,
which is higher than 5%. That means the null hypothesis cannot be rejected and there is no
serial correlation observed in the system. The model derived after applying the diagnostic
testing is stable and ready for analysis and interpretation which helps in answering the
research questions in the study.

In the study, the same procedure is applied to the dataset of year 2018 to 2020 by
removing one variable from the system. After removing DPERFORMANCE (−1) from
the model, it is observed that the serial correlation is removed. As shown in the Table 6,
ECT (−1) is negative each year, p value is significant and there is no serial correlation in
the system. The model in consideration is ready for further analysis and interpretation
of results.

4.6. Testing Short Run Causality

In the given model, it is important to test the short run causality of the independent
variable on the dependent variable (Ajide 2014; Anderson et al. 2015). To test the short run
causality, the researcher can use the Wald test on each variable on the optimum lags.

4.6.1. Experience Short Run Causality Test on the Share Performance

The test is applied on mediation of experience to observe the short run causality on
the share performance. In the year 2017, the optimum lag selection is Lag 3. In that case,
the researcher can check the causality of the independent variable and the mediators on
the dependent variable. The short run causality of board member experience is tested
with the share performance (market capitalisation). As shown in Table 7, the default null
hypothesis shows that Experience Lag 1, Lag 2 and Lag 3 (C 7, C 8, C 9) will not cause short
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run causality in the share performance. From the results of the Wald test below, it can be
seen that the probability value is 23.57%, which is higher than the 5% significance level.
This means that the null hypothesis cannot be rejected, and Experience at Lag 1, Lag 2 and
Lag 3 cannot cause short run causality in the share performance in the dataset of year 2017.

Table 7. Wald test for short run causality between experience and share performance (2017 to 2020).

Year Probability
Value Null Hypothesis Optimum Lags Remarks (5%

Significance Level)

2017 23.57% C(7) = C(8) = C(9) = 0 3 Null hypothesis accepted
(No short run causality)

2018 18.82% C(9) = C(10) = C(11) = C(12) = 0 4 Null hypothesis accepted
(No short run causality)

2019 29.87% C(9) = C(10) = C(11) = C(12) = 0 4 Null hypothesis accepted
(No short run causality)

2020 21.31% C(9) = C(10) = C(11) = C(12) = 0 4 Null hypothesis accepted
(No short run causality)

The dataset of the optimum lag for the year 2018 to 2020 is also tested for the short
run causality between board member experience and share performance. Table 7 shows the
overall results of the F statistics probability value. The results concluded that in the years
2018 to 2020, the default null hypothesis cannot be rejected. This means that there is no
short run causality in share performance caused by experience of board members.

4.6.2. Sustainability Short Run Causality Test on the Share Performance

After testing short run causality with the mediators (education and experience) with
share performance, the next step is to test the short run causality of sustainability perfor-
mance (ESG ranking) with share performance. In the year 2017, the optimum lag selection is
Lag 3. In this case the researcher can check the causality of the independent and dependent
variable. As shown in Table 8, the default null hypothesis shows that the Sustainability of
Lag 1, Lag 2 and Lag 3 (C 10, C 11, C 12) will not cause short run causality in the share
performance. From the results of the Wald test below, it can be seen that the F statistics
probability value is 10.39%, which is higher than the 5% significance level. This means that
the null hypothesis cannot be rejected, and Sustainability at Lag 1, Lag 2 and Lag 3 cannot
cause short run causality in the share performance in the dataset of the year 2017.

Table 8. Wald Test for short run causality between sustainability performance and share performance
(2017 to 2020).

Year Probability
Value Null Hypothesis Optimum Lags Remarks (5%

Significance Level)

2017 10.30% C(10) = C(11) = C(12) = 0 3 Null hypothesis accepted
(No short run causality)

2018 13.78% C(13) = C(14) = C(15) = C(16) = 0 4 Null hypothesis accepted
(No short run causality)

2019 26.39% C(13) = C(14) = C(15) = C(16) = 0 4 Null hypothesis accepted
(No short run causality)

2020 14.83% C(13) = C(14) = C(15) = C(16) = 0 4 Null hypothesis accepted
(No short run causality)

The dataset of the optimum lag for the years 2018 to 2020 is also tested for the short
run causality between sustainability performance and share performance. Table 8 shows
the overall results of the F statistics probability value. The results concluded that in
the years 2018 to 2020, the default null hypothesis cannot be rejected. This means that
there is no short run causality in share performance caused by sustainability performance
(ESG performance).
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4.7. Analysis and Interpretation

Following the diagnostic testing, it is clear that the data has no serial correlation,
and it has no unit root. This means that the data in each year (2017 to 2020) is stable,
stationary and has a longer-lasting relationship. In this section, the coefficients of ARDL at
the optimum lag will be observed for the interpretation, which will help in understanding
the relationship and answering the research questions.

ARDL Optimum Lag Model

From the results of the ARDL model discussed above, it is seen that the dataset is
optimum at Lag 3 in the year 2017, Lag 4 in the year 2018, Lag 4 in the year 2019, and Lag
4 in the year 2020. The results of each year’s Lag are further tested for serial correlation,
stability and the long-run and short run relationship between the variables. The results
show that there is no serial correlation and that data are stable in each year.

In order to understand the longer-term and longer-lasting relationship between the
variables, Coefficient Bound testing Wald Test can be used. The criteria to check the long-
term association is to observe the F statistics and compare it to the Pesaran critical value
at 5% (Garratt et al. 2012; Pesaran et al. 2001). The results of the Wald test are shown in
Table 7. The results of F statistics value in each year is observed to be higher than the
upper bound range (Upper bound 4.01) identified by the Pesaran criteria at 5% critical level
(Ajide 2014; Laskar and Maji 2017). It indicates that all the defined variables have long-term
and long-lasting relationships with each other, i.e., all the variables move together in the
long run.

The most important aspect of applying the ARDL model is to estimate the Error
Correction Term (ECT), which assists in identifying the speed of adjustment toward the
long run equilibrium of the applied model at the optimum lag (Anderson et al. 2015).
According to the criteria, ECT should be a negative number and significant at the 5% level,
if model specifications are correct (Gujarati 2009). Table 9 shows that the ECT (−1) value in
each year is negative and significant at the 5% level, which is desirable for the analysis. The
results concluded that the whole system can get back to the long run equilibrium at the
speed of 93% (2017), 94% (2018), 93% (2019), and 90% (2020).

Table 9. Long run and short run, adjusted R square, and significance (2017 to 2020).

Year Optimum
Lag ECT (−1)

Coefficient of
Bound

Testing > 4.01

Sustainability
(ESG)-Short Run

Causality
(5% Sig Level)

Experience-
Short Run
Causality

Adjusted
R Square

Durbin
Watson

Prob F
Stat

2017 3 −0.93 23.41 10.30% 24% 42.26% 2.923 0.000
2018 4 −0.94 20.48 13.78% 19% 50.50% 2.199 0.000
2019 4 −0.94 5 26.39% 30% 50.23% 2.141 0.000
2020 4 −0.90 4.89 14.83% 21% 56.76% 2.389 0.000

The short run causality of board member experience is tested with the share perfor-
mance (market capitalisation). As shown in the table shown below, it can be seen that the
Probability value is higher than the 5% significance level. This means that the null hypothesis
cannot be rejected and experience at optimum lag cannot cause short run causality in the
share performance.

After testing short run causality with the mediator (experience) and share performance
(market capitalisation), short run causality needs to be tested for sustainability performance
(ESG ranking) and share performance. From the results of the Wald test in Table 9, it can be
seen that the is higher than the 5% significance level. This means that the null hypothesis
cannot be rejected and sustainability at optimum lag cannot cause short run causality in
the share performance.

As shown in Table 9, the overall model is significant at the 5% level (Prob F-statistic),
meaning that the system is estimating long run and short run variations properly. The
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estimates of model fitness in the adjusted R Square measure show that the independent
variable and mediators are explaining 42.5% to 50% (2017 to 2020) variation in the depen-
dent variables, keeping other things constant. In this type of study, the overall range of
adjusted R square is acceptable (Awaysheh et al. 2020). The Durbin Watson statistics also
fall within the acceptable range for this model.

According to the thumb rule, if prob. value (p-value) is less than 0.05, then it can be
said that there exists a significant relationship between variables or the null hypothesis
can be accepted. Table 9 shows that the p value for mediators (experience), and the ESG
ranking (Sustainability) is insignificant in the short run. Moreover, the t-statistics and
prob. value is insignificant at each lag, which means that there is no short run variation
caused by the sustainability with a mediation of education and experience on the share
performance. The results are consistent with the previous studies of Laskar and Maji (2017),
which shows that the short run variation is not observed in the share performance due to
corporate social responsibility. However, the results of the coefficient bound testing Wald
test indicate that all the defined variables have longer-term and long-lasting relationships
with each other, i.e., all the variables move together in the long run. The results of ECT
(−1) also estimate that the system is getting adjusted towards long run equilibrium at the
speed of 93% (2017), 94% (2018), 93% (2019), 90% (2020), which is significant at the 5% level,
meaning that the sustainability has a longer run relationship with the mediation of board
members’ education and experience on the share performance. These results are consistent
with a classical study of Praveen et al. (2013), which shows that sustainability reporting and
corporate social responsivity have a longer run relationship with the financial performance
of the firm.

Table 10 shows the long run association of the variables and its impact on the depen-
dent variable. It shows that the board experience in terms of sustainability share (ESG) and
share performance is associated with each other in the longer run. The p-values of all the
variables are less than 0.05, i.e., age (experience = 0.046) and sustainability share ESG rating
(Sustainability Share = 0.034). Furthermore, the value of the adjusted R square is in the
range of 40 to 50% (Table 9), indicating that share performance of the companies moves
in line with sustainability practices and mediating variables. In the years 2017, 2018 and
2020 the same pattern is observed. The p value indicates that the results are significant,
meaning that the mediator and independent variables have a longer-term association with
the dependent variable. Accordingly, the results conclude that the sustainability practices
of the company impact the share performance with a mediation of board experience in a
longer run.

Table 10. Interpretation of long run coefficient (5% significance level).

Year Items Coefficient T Statistics Prob Results

2017
Experience −0.03 2.65 4.6% Significant

Sustainability 0.01 2.38 3.4% Significant

2018
Experience −0.03 2.62 4.4% Significant

Sustainability 0.03 −2.24 3.2% Significant

2019
Experience −0.02 0.56 3.8% Significant

Sustainability −0.05 −2.23 2.8% Significant

2020
Experience 0.08 −2.87 2.8% Significant

Sustainability 0.00 2.19 3.4% Significant

Accordingly, the coefficients show a positive relationship between share performance
and sustainability practices, with the mediation of education. However, experience shows
a negative association with share performance in each year. It can be said that more
experienced board members are concerned with other performance measures instead of
concentrating on the sustainability practices (Saggar et al. 2021). The expert board of
directors who are highly educated consequently exhibit good sustainability practices, and
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ultimately the share performance of the companies increased. According to Loderer et al.
(2017), the different ages of the board of directors are a reflection of the era in which
they were born: old age directors (above age 50) are viewed as hard-working and have
strong moral beliefs and values towards profit maximisation. By contrast, directors in the
below-fifties age group are seen as more interested in gender equality, human rights and
women empowerment. Further, the generation X director group (i.e., age in forties) are
found to be more technology-oriented and tech-savvy, i.e., they are more concerned with
bringing a green environmental impact through implementing a modern lifestyle with
renewable resources. Thus, different age group directors are important for any firm as
they are the source of better information, resources, and diversified reasoning for decision
making (Galletta et al. 2022). However, the number of board members should be limited,
as fewer board members means less cultural diversity, and in turn there will be less chance
of conflict arising in decision making (Loderer et al. 2017).

From the findings seen in the above Table 10, it can be said that board experience and
board competencies in terms of sustainability share (ESG), share performance or share
price all are associated with each other. It is accepted that, in 2020, the progress of all the
Malaysian companies was not satisfactory due to the dawn of the COVID-19 pandemic, as
all the existing board members did not have high qualifications and experience and were
unable to perform well. Thus, as a result, share performance decreased due to a lack of
sustainable practices. It is evident from the above table that due to negligible sustainability
practices, the level of share performance was low, which indicates that the companies’
progress was not valuable in the view of stakeholders. This happened due to a lack of
expertise, education, capabilities and competencies.

5. Discussion

The board attributes (such as age) and sustainability practices (such as environment,
social and economic) have an important contribution to firm performance (Nguyen 2022).
Moreover, different ages of board members, competencies (qualification), sustainable
practices and the firm’s reputation with respect to share performance all are positively asso-
ciated with each other. The results or findings are consistent with all the previous research
conducted in the past that is in support of the argument that “board attributes, sustainabil-
ity practices and share performance are strongly correlated” (Bhatti and Sulaiman 2021).
Board diversity in the form of different ages ensures better applicability of sustainable
practices and dealing with sustainable issues. Board attributes such as age, qualification,
and the number of board members are a representation of the board’s reputation, while
the board’s reputation influences sustainable practices. It is expected that a good board
reputation in terms of greater awareness about the environment and social issues can make
a decision effectively; otherwise, a bad reputation of the board will lead to bad decision
making that will adversely affect the sustainability ESG rating and thus result in bad firm
performance. According to secondary findings, in the view of the share performance and
sustainability, a major role is played by board attributes. As per the research conducted by
Rao and Tilt (2016), board attributes significantly contribute by playing an important role
in corporate strategy and decision making.

According to Beji et al. (2021), experience is considered a collection of knowledge
and competencies gained by a person from different locations throughout life. Moreover,
experience is not only career-oriented or job-oriented, it can be acquired from any stage
of the lifecycle from childhood to adulthood. It is expected that board of members with
greater experience relevant to the field are likely to be more competent in performing the
firm’s objectives. While discussing experience, the age factor is understood as vital, as it is
taken as a close indicator of experience, capabilities and competencies.

In this regard, it can be said that the older the age of the board members, the more
experience they have, and the more competent they are at decision making (Nguyen and
Johnson 2020). According to Jaturat et al. (2021), the more experience board members
have, the more they will be able to deal with business matters, sustainable practices and
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lead firm performance. According to resource-based theory (2018), age and experience
provide different resources; i.e., older board members with greater field experience ensure
the provision of greater resources than younger members who have less experience in the
field (Pfeffer 1972; Pfeffer and Salancik 1978; Pfeffer and Salancik 2015). In many previous
kinds of research (Beji et al. 2021; Bhala et al. 2020; Cucari et al. 2018), age has been taken
as an identifier of board members’ experience and it is believed that experience is the
necessary element which can bring more awareness to board members regarding social
sustainable practices. In addition, from the research by Ojeka et al. (2019), it is evident that
social sustainable practice is positively related to a firm’s share performance. According
to the report by Chong et al. (2018), in Malaysia, the regulations and policies are not only
considered economic benefits but also social and environmental benefits. Board members’
experience, skills and competencies are the major determinants to predict to what extent
firms deal with such regulations and policies effectively. It is found that experienced board
members can deal more efficiently with such regulations and policies and be the reason for
the firm’s effective sustainability and share performance.

Moreover, the experienced board members can forecast the possible changes in the
future regulations and policy, and thus they can proactively address social sustainability
practices. It is recognised that sustainability issues are complex, and firms should have ex-
perienced board members to achieve sustainability. Similarly, experienced board members
contribute to sustainability; this is important in enhancing the firm’s share performance.

It was found by Bakar and Ahmad (2019) that members with previous experience as
supervisors, directors or CEOs from different firms can prove beneficial for a firm as they
can bring diverse opinions or ideas and possess a wide range of resources or networks, thus
contributing to improved decision making. It is found from the primary data that young
board directors mostly have master’s degrees and international experience as compared
to older board members who mostly have diplomas, certificates and maximum graduate
degree. Moreover, it is expected that diversity in board experience can lead the firm
towards better share performance. The primary and secondary findings support the same
statement, which stated that experienced board members are the source of diversified
opinions and networks useful to the firm that can lead to better corporate governance and
social sustainability practice. However, the results of the study are contradicting with the
existing literature, which shows that the board members with more experience lead to
negative share performance. This is due to the lack of adoption of the new trends emerged
in the market. The results are not supported in the shorter run in the defined sample period,
which highlights the point that the board members can update the expertise and knowledge
to improve the longer-term stock performance.

Conclusively, from the tests, it is analysed that there is a long run relationship between
the share performance and sustainability practices in which board attributes are major
players. It is also evident from the secondary findings from the research conducted by
Augustine et al. (2021) that without the involvement of board attributes, organisations
cannot achieve suitability in operations and performance. This can be supported by research
conducted by Naciti (2019): different board attributes such as meeting, competence and
equity ownership show a positive relationship with sustainable performance. On the other
hand, board attributes also play an effective role concerning the share performance. Besides
that, the share performance is immediately affected as soon as the sustainability share
changes. Besides, how much the percentage change in the share performance will result in
due to a change in sustainable practice cannot be predicted. Lastly, there is a significant
relationship between board attributes (expertise, experience and knowledge) and the firm’s
sustainability practices.

6. Conclusions

The paper examined the impact of sustainability practices on stock performance with
the mediation of board member experience. In this study, 100 Malaysian stock market listed
companies using purposive sampling are selected from the sample period from 2017 to
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2020. An Autoregressive distribution Lag (ARDL) model is employed to investigate the
relationship between the variables. The study is useful in identifying how sustainability
practices can impact the stock prices. The study has also established how the mediation
of board members’ experience can explain the relationship of sustainability practice and
stock prices. It is established that the stock market is influenced by major macroeconomic
variables such as inflation, interest rates and exchange. However, in normal situations, fac-
tors such as sustainability play a vital role in stabilising the stock performance. Nowadays,
companies pay huge amounts to improve the governance structure and the sustainability
practices of a company, which is helpful in maintaining the stock performance. The research
demonstrated that board attributes play a mediating role between sustainability practices
and the share performance of the firm. The sustainable practices of a firm are pushing
top management, including the board of directors, to make decisions that affect the share
performance positively or negatively.

The findings of the study suggest that different ages of the board of directors reflect the
era in which they were born. The descriptive statistics shows that directors of an older age
(above 50) are viewed as hard-working and have strong moral beliefs and values towards
social practices. Conversely, directors in the below-fifties age group are seen as more
interested in gender equality, human rights and women empowerment. Moreover, the
generation X director group (i.e., age in forties) are found to be more technology-oriented
and tech-savvy, i.e., they are found to be more concerned about environmental and social
impacts. Thus, different age group directors are important for any firm as they are the
source of better information, resources, and diversified reasoning for decision making.

The results showed that all the defined variables have longer-term and longer-lasting
relationships with each other, i.e., all the variables move together in the long run. The
dynamic error correction terms (ECT-1) are in the range of 90% and the prob. value is
0.000 (significant) in each year, which is desirable for the analysis. This shows that the
whole system can get back to the long run equilibrium at a speed of 90% approximately at
optimum lag each year. The short run causality of board member experience is tested with
the share performance (market capitalisation). The calculated prob. value is higher than
the 5% significance level, which shows that board member experience is not causing short
run causality in the share performance. The estimates of model fitness measured by the
adjusted R Square show how independent variables and the mediator explains changes
in the dependent variable. The adjusted R square shows that the independent variable
and mediators explain a 42.5% to 50% (2017 to 2020) variation in the dependent variables,
keeping other things constant. In this type of study, the overall range of the adjusted R
square is acceptable (Awaysheh et al. 2020). The coefficients at each optimum lag show
a negative association of experience with share performance. It can be said that more
experienced board members are concerned with others’ performance measure instead of
concentrating on sustainability practices (Saggar et al. 2021).

Thus, from the results, it is recommended that board members should update them-
selves regarding new market changes. Lack of information pertinent to global economics
and the market ecosystem could further accentuate price movement. Therefore, the board
of directors needs to be well-informed regarding the market condition. Similarly, the anal-
ysis of domestic and global market by including better transparency and innovation led
practices can assist in sustaining the prices of the share at international and regional level.

The existing research was carried out with the major purpose of addressing the
research gap of how board member experience considers the importance of sustainability
practices which can impact the share performance. The current study completes the analysis
findings in order to comprehend the relevance of sustainability practises and the influence
of sustainability activities on share performance through the mediation of board qualities.
This was performed by employing approaches of quantitative research to analyse the
relationship between sustainability practices and the share performance with the mediation
of board attributes in the Malaysian listed companies. The study is unique in the way
of presenting the results with external performance measures of the firm, such as stock



Int. J. Financial Stud. 2023, 11, 4 19 of 22

performance, while previous studies considered internal performance measures such as
return on asset (ROA) and return on equity (ROE)

However, in the future, the analysis can be carried out by using the approach of
qualitative methods to present evidence-based justifications of the current results. It will
highlight the insights regarding best sustainable practices that can be employed by the
board members to maintain the share prices. It is also noteworthy that the current study
was based on examining the association between variables of the research by collecting data
from secondary sources, such as annual reports of companies, etc. The study was conducted
during the pandemic (COVID-19). The year 2021 was not taken into consideration because
the stock performance did not show the real impact of social, economic and environmental
changes. The data are also limited since many board members were replaced due to the
impact of COVID-19 in the years 2020 and 2021. The existing study is limited in terms of its
sample period because the ARDL model is not meant for the large data size. In order to
fully adapt the model, the researcher limits the model to the observation each year.
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