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Abstract 

This study aims to examine the influence of board characteristic which are board 

tenure, board remuneration, woman on board, and board age on ESG performance in 

companies listed on the Indonesia Stock Exchange for the 2019-2022 period. The 

population in this study are all companies listed on the Indonesia Stock Exchange from 

2019-2022, companies that make or complete annual reports and sustainability reports 

from 2019-2022, and companies that have ESG scores available during the observation 

period from 2019-2022. The sampling technique in this study used purposive sampling 

technique and obtained a sample of 28 companies. The data analysis method used is 

multiple regression analysis. The results of this study indicate that board tenure 

negatively influences the ESG performance, woman on board influences the ESG 

performance, board educational background and board age does not influence the ESG 

performance. 

Keywords: ESG Performance, Board Tenure, Board Remuneration, Woman on Board, 

Board Age 

INTRODUCTION  

The concept of ESG (Environmental, Social, and Governance) really started 

gaining attention around 2004 and spearheaded by the report called Who Cares Wins 

that published by the United Nations. Since the ESG principle was officially introduced 

in 2004, it has been actively used in Europe, United States, and other developed 

countries. A series of achievements promoted the development and maturity of 

environmental, social, and governance, including creating systems to evaluate ESG 

performance, setting standards for companies to report their ESG activities, and 

developing ESG index systems to measure these factors (Li et al., 2021). The report 

called “Who Cares Wins” highlighted the importance of including environmental and 

social responsibility, as well as good governance of a company in investment decision. 
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It was the first time ESG became part of mainstream discussions about how business 

should operate responsibly (Mcpherrin, 2023).  

ESG is a framework that includes environmental (E), social (S), governance (G). 

ESG performance refers to a company’s ability to consistently manage and improve 

practices in all three aspects. The first is environmental, which assesses how the 

company manages its impact on the environment. The second is social, which assesses 

how the company interacts with employees, suppliers, customers, and communities. The 

third is governance, which involves structures and processes that ensure the company is 

well-governed (Muhammad et al., 2023).  

In 2006, the United Nations supported a group that encourage big companies and 

investors to make decisions that support ESG goals by launching the Principles for 

Responsible Investment (PRI). At first, only 63 organizations were involved, controlling 

about $6.5 trillion in investments. However, ESG quickly gained traction as more 

investors realized that companies considering environmental, social, and governance 

issued tended to perform better over time. By 2022, PRI grew to include over 4,700 

members, managing a massive $100 trillion in assets. This shows that ESG became a 

key part of how many businesses operate, as they saw that adopting good ESG practices 

could help them stay strong and profitable in the long term (PRI, 2024). 

Throughout the industrial business era, as the economy and technology developed, 

most companies and industries worldwide focused only on making profits without 

caring much about the effects of their actions to the environment and society. Many 

businesses caused harm, such as polluting air and water, cutting down forests, overusing 

natural resources, and damaging ecosystems that people rely on (Iqbal, 2023). However, 

over time, people became more aware of the damage to the environment and the social 

issues caused by unsustainable business practices. This growing awareness led to a big 

change in how companies thought about their business models. They realized that they 

couldn’t just chasing profits if it meant hurting the people and planet itself (Amalia and 

Kusuma, 2023). 

In Indonesia, the application of ESG principles (Environmental, Social, and 

Governance) has been growing quickly, driven by investments that focus on 

sustainability (Fadhillah and Marsono, 2023). Companies that follow ESG practices 

have a comprehensive understanding of long-term issues when making decisions and 
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setting policy directions. As of now 88 public companies in Indonesia have been given 

ESG scores on the Indonesian Stock Exchange (IDX, 2024). These ESG scores have 

become more important for investors when deciding which stocks to buy and 

information about companies that implement ESG aspects can be found in sustainability 

report, financial reports, company websites, and other sources (Sormin et al., 2023).  

The Indonesian government has shown its commitment to sustainable 

development by issuing regulations like Presidential Regulation No. 59 of 2017, which 

aims to improve social welfare, protect the environment, and ensure good governance. 

Similarly, the Financial Services Authority (OJK) introduced OJK Regulation No. 

51/2017, requiring financial institutions and public companies to adopt sustainable 

finance practices. These regulations reflect the government's effort to support and 

monitor companies' ESG practices. By disclosing ESG information well, companies can 

boost their reputation, attract investors who care about sustainability, and improve their 

overall ESG performance (Fadhillah and Marsono, 2023). 

ESG performance has been a warm topic in Indonesia. Indonesia, one of the 

developing countries with abundant natural resources, faces a difficult problem in this 

sustainability business (Hibatullah and Tarjo, 2024). There are problems that occur and 

make the existence of ESG become an attention in Indonesia.  

First, in environmental issues, the environment in Southeast Sulawesi threatened 

by nickel mining waste, which contributed to at least 21 floods and landslides in the 

region throughout 2022 (Baraputri, 2023). In addition, quoted from BBC News 

Indonesia, The Ministry of Environment and Forestry (KLHK) has stopped the activities 

of four coal processing and storage companies that are a source of air pollution in 

Marunda, North Jakarta. The pollution has severely impacted the health of local 

residents, with some even requiring corneal transplants due to prolonged exposure to 

coal dust. Second, in social issues, quoted from Ministry of Labor Indonesia, over the 

past five years the trend of work accident insurance and death insurance claims has 

continued to increase on average. The increase in the number of participants indirectly 

also affects the number of claims paid (Mediana, 2024). Besides, according to the annual 

report of the Social Security Administering Agency (BPJS) for Employment, in 2020 

there were 221,740 cases of work accidents. Furthermore, in 2021 there will be 234,370 

cases. Throughout January - November 2022, 265,334 cases were recorded. In 2023, the 
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number of work accident cases in Indonesia was recorded at 370,747 cases. This shows 

that companies in Indonesia still lack awareness regarding work safety for employees. 

Third, in governance issues, in the period 2015 to 2021, there were 106 reported cases 

of suspected village fund corruption, resulting in a total state loss of Rp 31.3 billion. In 

2022, the number of village fund corruption cases rose to 791, and by 2023, it had further 

increased to 851 cases, involving 973 individuals and causing losses amounting to Rp 

28.4 trillion. This indicates that corruption in village funds remains a serious challenge 

that requires effective preventive solutions. It also demonstrates that the principles of 

Good Governance have not yet been consistently implemented in village administrations 

across Indonesia (Febrianti, 2024). 

All of the problems occurred that described above have made become a warm 

topic in the world of business and investment. Companies are starting to recognize that 

good ESG performance not only enhances a company's reputation and attractiveness, 

but also has the potential to improve their long-term financial performance (Fadhillah 

and Marsono, 2023). Therefore, it is imperative to understand the factors that influence 

the ESG performance of companies in Indonesia. 

A company’s success largely relies on its board of directors, as they are 

responsible for setting and overseeing key goals, managing governance, and shaping the 

company’s culture (García-Sánchez et al., 2018). A good board also focuses on business 

ethics and corporate responsibility. Studies increasingly show that there is a strong link 

between a company’s sustainability efforts and its profitability (Eccles et al., 2014). 

Companies with high sustainability ratings tend to do better in the stock market and 

perform well financially. This means that following ESG practices can give company a 

long-term competitive advantage. Many businesses now recognize that their future 

depends on meeting sustainability (Birindelli et al., 2018). 

There are previous studies that have examined the influence of variables that affect 

ESG performance including board tenure (Al-Gasawneh et al., 2022; Popov and 

Makeeva, 2022), board size (Al Amosh and Khatib, 2021; Birindelli et al., 2018; 

Nguyen et al., 2021; Nuhu and Alam, 2024; Suttipun, 2021; Yeh and Guo, 2022), board 

meeting (Al Amosh and Khatib, 2021; Birindelli et al., 2018; Nguyen et al., 2021; Nuhu 

and Alam, 2024; Yeh and Guo, 2022), board remuneration (Suttipun, 2021), woman on 

board (Al-Gasawneh et al., 2022; Cucari et al., 2018; Menicucci and Paolucci, 2022; 
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Popov and Makeeva, 2022; Rella and L’Abate, 2022; Romano et al., 2020; Suttipun, 

2021), board educational background , Foreign Board (Beji et al., 2021; Liao and 

Jesmin, 2023; Onyali and Okafor, 2019), board independence (Chebbi and Ammer, 

2022; Chouaibi et al., 2022; Lu and Wang, 2021; Mallin et al., 2015), board age (Cucari 

et al., 2018; Menicucci and Paolucci, 2022; Rella and L’Abate, 2022). 

First factor is board tenure. Board tenure refers to the length of time a director 

hold a position in company Blocher (2019). This tenure also influences the experience 

and knowledge a director possesses in leading or managing a company (Gallego-Álvarez 

and Rodriguez-Dominguez, 2023; Hafsi and Turgut, 2013). According to Al-Gasawneh 

et al. (2022), overall board diversity, particularly in terms of tenure diversity, can 

enhance the board’s involvement and ability in Environmental, Social, and Governance 

(ESG) performance. This view is supported by Gallego-Álvarez and Rodriguez-

Dominguez (2023) who stated that board tenure affects a company’s commitment to 

environmental sustainability. However, research conducted by (Halid et al., 2022) found 

the opposite, stating that board tenure does not influence a company's Environmental, 

Social, and Governance (ESG) performance score. 

Second factor is board remuneration. According to Goergen (2012), board 

remuneration refers to the compensation provided to the members of a company’s board 

of directors for their service and duties. The level or amount of remuneration provided 

by each company varies based on their specific conditions and internal policies of the 

company. While the amount that offer by every company may be different, the goal of 

remuneration itself is the same for each company. This is aligned with Suttipun (2021) 

which states that remuneration positively influence the ESG performance. It is because 

top management has reasons to share extra information voluntarily because of their 

remuneration is tied to the company’s success, and they also want to protect their jobs 

and reputations. 

Third factor is woman on board. According to Vinnicombe et al. (2018) woman 

on board refers to the presence or representation of women as members of a company’s 

board. Men and women tend to have different perspectives and approaches to decision-

making, shaped by their varied backgrounds and experiences and due to their upbringing 

and social interactions, they may approach problem-solving in distinct ways (Gilligan, 

1982; Birindelli et al., 2018). Women can enhance ESG performance in two main ways: 
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(1) they may place greater importance on ESG issues because of their unique values and 

ethical outlooks (such as fairness and integrity); and (2) their presence in leadership roles 

can drive more attention and action on ethical matters like ESG (Issa and Hanaysha, 

2023).  

Fourth factor is board age. Board age is one of the easiest diversity factors to see 

since they represent the influence of different generations. According to Wright et al. 

(2013) board age refers to the average age of board members in a company. This brings 

different values, motivations, cultures, habits, and experiences to the way directors make 

decisions (Menicucci and Paolucci, 2022).  Having a range of ages on the board can also 

help improve how companies understand and handle ESG issues.  

In this research, the author uses two control variables. The two control variables 

that author use are firm size and leverage. These control variables help to ensure that the 

board characteristics are variables that can motivate companies to adapt to ESG issues.  

The author is conducting current research based on Halid et al. (2022) entitled 

“Does Firm’s Board Affects ESG? Malaysian Evidence”. There are three points that 

distinguished between the previous study and current research, namely: 

First, the independent variables that used in this study focused on board tenure, 

board remuneration, woman on board, and board age. There are two additional 

independent variables in this study namely board remuneration and board age, it is 

because there is lack of research relate those variables to ESG performance. Second, 

companies studied by Halid et al. (2022) are companies that listed on Malaysia Stock 

Exchange and collected data for three years (2017-2019). Whereas this study looks at 

companies in Indonesia that are listed on the Indonesian Stock Exchange (IDX) and 

collected data for four years (2019-2022). Third, research study by Halid et al. (2022) 

used sample of 55 listed Malaysian firms. Whereas this study is using a sample of 46 

companies listed on the Indonesian Stock Exchange.  

Therefore, it can be concluded that the formulation of the research problem can be 

constructed as: “Does board tenure, board remuneration, woman on board, and board 

age influence ESG performance of Companies Listed on the Indonesian Stock Exchange 

in 2019 – 2022?”. Consequently, the objective of this study to examine the influence of 

board tenure, board remuneration, woman on board, and board age on ESG performance 

of Companies Listed on the Indonesian Stock Exchange in 2019 – 2022. 
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For researchers, this study aims to understand what affects the ESG performance 

for energy and basic material companies on the Indonesia Stock Exchange, and more 

research is needed to determine the factors influencing ESG performance of companies 

listed on the Indonesia Stock Exchange; for academics, this research can add empirical 

evidence from previous research, it can be used as discourse and reference in the field 

of accounting and finance in conducting further research, and it can be applied in the 

future. 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT  

Previous research provides supporting facts and arguments that help strengthen 

the justification for conducting a study. The findings from previous studies can serve as 

valuable references for this study, including: 

Halid et al. (2022) examined Does Firm’s Board Affects ESG? Malaysian 

Evidence. This study shows that the board independence is significantly positively 

influenced the ESG performance. Other board characteristics; board size, tenure and 

board diversity, however, is not influenced the ESG performance. 

Al-Gasawneh et al. (2022) examined the Impact of Board Diversity on ESG. This 

study shows that board tenure has a statistically insignificant negative relationship with 

ESG scores. 

Suttipun (2021) examined the influence of board composition on ESG disclosure 

of Thai listed companies. This study found that board size, female board, compensation 

committee, CSR committee, and remuneration is influence significantly positive on ESG 

disclosure. 

Birindelli et al. (2018) examined the influence of a firm’s board of directors on 

ESG performance. This study shows that gender diversity, board size, and CSR 

committee is positively impacts a bank’s ESG performance, while board independence 

has a negative relationship with ESG performance. 

Agency Theory 

Agency theory can be defined as a contract between one or more people called 

principals hire someone else called agent to do a job for them. In carrying out this job, 

the agent is given some decision-making power. Agent in here is expected to provide 

responsibility for their actions to shareholders. Agency theory states that agents such as 

management often act in their own self-interest and make decisions that benefit 
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themselves rather than the company or shareholders (Jensen and Meckling, 1976).  

The relationship between agency theory and ESG performance revolves around 

reducing conflicts of interest and improving trust between a company’s management 

and its shareholders. This happens because shareholders do not always have complete 

information about what managers are doing, which creates a gap called information 

asymmetry. This gap can lead to mistrust, inefficiency, and higher costs for the 

company, known as agency costs (Jensen and Meckling, 1976). When a company 

discloses its ESG performance—how it addresses environmental, social, and 

governance issues—it provides more transparent and detailed information about its 

activities. This reduces the information gap and allows shareholders and investors to see 

how the company is handling important responsibilities beyond just making profits. By 

being open about its ESG efforts, the company demonstrates accountability and builds 

trust with shareholders, which helps to lower agency costs (Chen, 2022).  

The linkage between board characteristics (including gender, age, remuneration, 

and tenure) and agency theory lies in the board’s role as a monitoring mechanism to 

mitigate agency problems between managers and shareholders. Agency theory, as 

proposes by F. Fama and C. Jensen (1983), the board helps make sure that management 

acts in the best interests of shareholders by supervising their actions to create value for 

the company. Diversity on the board can help this process by bringing different 

viewpoints and experiences into decision-making. For example, gender diversity might 

bring fresh ideas that challenge traditional ways of thinking, while age diversity can 

provide a mix of experience and new approaches. Differences in remuneration and 

tenure might also affect how independent directors are and how they oversee 

management (Akpan and Amran, 2014; Carter et al., 2005; Katsiampa et al., 2024). 

ESG Performance 

ESG is a framework that includes environmental (E), social (S), governance (G) 

and it is also factors used by investor to assess the sustainability and risks of their 

investments (Li et al., 2021). ESG performance refers to a company’s ability to 

consistently manage and improve practices in all three aspects (Muhammad et al., 2023). 

The first is environmental, which assesses how the company manages its impact on the 

environment. The second is social, which assesses how the company interacts with 

employees and clients by ensuring accountability for products and services, promoting 
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diversity, upholding human rights throughout the entire supply chain, ensures health and 

safety, and supports community initiatives. Third, governance related to business 

practices like ethics, executive compensation, board structure, and financial 

transparency (Masi et al., 2021; Morrison, 2021). 

Board Tenure 

Board tenure refers to how long the directors or executive hold a position in 

company (Blocher, 2019). This tenure is related to the experience of directors as board’s 

member and their knowledge about the company (Hafsi and Turgut, 2013). Long-

tenured directors bring valuable experience, deep knowledge of company policies, and 

expertise in monitoring financial reporting due to their familiarity with the firm’s 

operations, rules, and regulations. On the other hand, short-tenured board members often 

contribute fresh perspectives, greater willingness to take risks, and innovative 

approaches, which can enhance the board’s credibility and adaptability. A balanced 

composition of tenure lengths can thus optimize governance by combining stability with 

innovation (Cahyono et al., 2023) 

Board Remuneration. 

Board remuneration refers to the compensation awarded to directors for their 

services, including salaries, bonuses, and stock options, designed to align their interests 

with shareholders and motivate effective governance (Goergen, 2012; Septiani et al., 

2024). While the structure and amount vary across companies based on internal policies 

and specific conditions, the core purpose remains consistent: to enhance performance, 

ensure commitment, and incentivize strategic decision-making that drives corporate 

success (Puspasari and Sujana, 2021). 

Woman on Board 

Women on board refer to the representation of female directors in a company's 

governance structure, whose presence enhances decision-making by offering diverse 

perspectives, fostering sustainability, and improving long-term corporate performance 

(Vinnicombe et al., 2018). Research indicates that women tend to employ socially 

oriented reasoning, prioritize collaboration, and adopt cautious, process-driven 

approaches to risk management, while male directors often exhibit greater risk tolerance 

and outcome-focused strategies (Eliya and Suprapto, 2022; Jaffee and Hyde, 2000; 

Naciti, 2019). This diversity encourages rigorous debate, reduces groupthink, and 
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strengthens ethical oversight, as boards with varied backgrounds critically evaluate 

ideas, balance risk-taking with prudence, and remain attuned to external opportunities 

and societal responsibilities (Gul et al., 2017; Orij, 2010) 

Board Age 

Board age, defined as the average age of directors or the variation in age among 

board members(Menicucci and Paolucci, 2022), represents a key dimension of board 

diversity that significantly influences governance dynamics (Abdullah and Ismail, 

2013). Age-diverse boards combine the seasoned expertise, long-term strategic vision, 

and industry wisdom of older directors with the innovative thinking, adaptability, and 

contemporary insights of younger members, thereby enhancing overall board 

effectiveness through a balanced integration of experience and fresh perspectives 

(Wright et al., 2013). 

H1: Board Tenure influences ESG Performance 

As noted by Setiawan et al. (2018), the length of time a director serves on the 

board represents the duration of their involvement within the company's operations. The 

longer a board member has been in their position, the more knowledge they accumulate 

about the essential elements of the company and the broader industry environment. This 

extended experience allows them to develop a deeper insight into effective managerial 

practices, helping them make more informed and strategic decisions (Gallego-Álvarez 

and Rodriguez-Dominguez, 2023). 

In addition, Al-Gasawneh et al. (2022) found that more diverse board, particularly 

in terms of the variety of tenures among its members, positively influences a company's 

ESG performance. The idea is that the time board members spend in their roles can 

significantly affect how well the company manages environmental, social, and 

governance issues. A board made up of members with different lengths of service brings 

diverse perspectives, which can enhance decision-making in these key areas. 

H2: Board Remuneration influences ESG Performance 

In agency theory, it is said that remuneration for directors is one of the mechanisms 

to mitigate or minimize agency problems that occur in the company. By structuring 

compensation packages that are tied to the company's performance, shareholders can 
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ensure that directors' personal financial outcomes are aligned with the overall success 

of the company (Hu and Loh, 2018).  

Moreover, well-structured remuneration helps to curb opportunistic behaviour by 

directors. Without proper incentives, directors may make decisions that benefit them in 

the short term but are harmful to the company’s long-term interests. For example, they 

might take excessive risks to boost short-term results or pursue expansion strategies to 

enhance their personal power, even if these actions are not aligned with shareholder 

goals. By incorporating mechanisms like deferred compensation or long-term 

incentives, directors are encouraged to think about the company’s future performance 

rather than just short-term gains. This ensures that their actions benefit the company 

over time and reduce the risk of decisions driven solely by self-interest (Suttipun, 2021). 

H3: Woman on Board influences ESG Performance 

Woman on board refers to how many women are represented on the board. Many 

studies have shown that having more women on the board positively impacts a 

company’s Environmental, Social, and Governance (ESG) performance (Romano et al., 

2020). For example, Jizi (2017) found that the presence of women on the board 

positively influences the company’s involvement in Corporate Social Responsibility 

(CSR). Similarly, Birindelli et al. (2018) 108 listed banks in Europe and the United 

States and found that board gender diversity positively impacts a bank’s ESG 

performance. 

Diamantopoulos et al. (2003) highlighted that women play an important role in 

environmental and sustainability efforts. Harjoto and Wang (2020) also found that a 

higher percentage of female directors leads to better ESG performance. Dyck et al. 

(2023) studied companies in 41 countries and discovered that having women on the 

board improves environmental performance. Gurol and Lagasio (2023) found a strong 

positive link between the percentage of women on the board and the scores for 

environmental and social disclosures. Chouaibi et al. (2022) also noted that gender 

diversity especially for the presence of women on board helps improve the quality of 

company reports, and Rella and L’Abate (2022) agreed that gender diversity has a 

positive effect overall. 

H4: Board Age influences ESG Performance 
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Board age is a significant factor influencing board dynamics and decision-making 

effectiveness (Wright et al., 2013). Older board members bring extensive industry 

experience, long-term strategic vision, and deep institutional knowledge, which are 

crucial for sustainable corporate governance. Their accumulated wisdom allows them 

to better assess risks, navigate complex regulatory environments, and prioritize long-

term value creation which are key aspects of strong Environmental, Social, and 

Governance (ESG) performance (Menicucci and Paolucci, 2022). 

RESEARCH METHOD  

The current research is research that uses secondary data on companies listed on 

the Indonesia Stock Exchange (IDX), so the data used is data obtained from the website 

www.idx.co.id and from the websites of the companies that are used as research 

samples. The data taken are through annual reports and sustainability reports from the 

companies studied. 

The following are some of the criteria or benchmarks contained in the sample in the 

current study, namely: 

1. All companies listed on the Indonesia Stock Exchange from 2019 to 2022. 

2. Companies that have available ESG score during the observation period from 2019 

to 2022. 

3. Companies that report complete annual reports and sustainability report during the 

observation period from 2019 to 2022 

Number of companies listed on Indonesia Stock Exchange 903 

Companies that did not obtain an ESG score from 2019 – 2022 (858) 

Companies that did not publish annual report and sustainability 

report from 2019 – 2022 
(17) 

Total Company 28 

Total Companies observed from 2019 – 2022 112 

 

Data collection techniques are carried out using the documentation method, 

namely studying, classifying and analyzing secondary data relevant to the needs of this 

study.  This research is used the annual report data and sustainability reports from the 

http://www.idx.co.id/
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data provided on the Indonesia Stock Exchange (IDX) for the period 2019-2022. 

Based on the previous explanation, the data collection process will follow the 

formulas used in the variable measurement as below: 

Table 1 

Variable Measurement 

The data analysis tecniques in this research are using descriptive statistics that 

intended to describe measured data in various ways, namely looking for the maximum 

value, minimum value, average, sum, standard deviation for the dependent variable and 

independent variables. The current study uses data processing techniques carried out 

through the Statistical Package for Social Sciences (SPSS) 26 program, where the 

classical assumption test used in the current study is the normality test, multicollinearity 

test, heteroscedasticity test, and autocorrelation test (Ghozali and Ratmono, 2020). 

RESULTS AND DISCUSSION 

Descriptive Statistical Analysis 

In this research, descriptive statistical measurements are in the form of minimum 

value, maximum value, average value (mean), and standard deviation. Descriptive 

Variable Abbreviation Indicator 

Dependent Variable 

ESG Performance (Y) 

 

ESG 

 

The percentage of ESG score in the Refinitiv Database 

with a value in the range of 0 to 100 

Independent Variables 

- Board Tenure (X1) 

 

- Board Remuneration (X2) 

 

- Woman on Board (X3) 

 

- Board Age (X4) 

 

BT 

 

BR 

 

WOB 

 

BA 

 

𝐵𝑇 =  
𝑇𝑜𝑡𝑎𝑙 𝑡𝑒𝑛𝑢𝑟𝑒 𝑜𝑓 𝑒𝑎𝑐ℎ 𝑏𝑜𝑎𝑟𝑑𝑠

𝑇𝑜𝑡𝑎𝑙 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑏𝑜𝑎𝑟𝑑𝑠
 

 

𝐵𝑅 = 𝑇𝑜𝑡𝑎𝑙 𝑎𝑛𝑛𝑢𝑎𝑙 𝑟𝑒𝑚𝑢𝑛𝑒𝑟𝑎𝑡𝑖𝑜𝑛 𝑜𝑓 𝑏𝑜𝑎𝑟𝑑𝑠 

 

𝑊𝑂𝐵 =  
𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑊𝑜𝑚𝑎𝑛 𝑜𝑛 𝐵𝑜𝑎𝑟𝑑

𝑇𝑜𝑡𝑎𝑙 𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐵𝑜𝑎𝑟𝑑
 × 100% 

 

𝐵𝐴 =  
𝑇𝑜𝑡𝑎𝑙 𝐴𝑔𝑒 𝑜𝑓 𝐵𝑜𝑎𝑟𝑑𝑠

𝑇𝑜𝑡𝑎𝑙 𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐵𝑜𝑎𝑟𝑑
  

Control Variables 

- Leverage 

 

- Firm Size 

 

LEV 

 

FSIZE 

 

𝐿𝐸𝑉 =  
𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

 

𝐹𝑆𝐼𝑍𝐸 = 𝐿𝑛 (𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡) 
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statistical data can be seen in this table:  

Table 2 

Descriptive Statistical Results of Research Variables 

 
 

From the table of descriptive statistical analysis result above, it presents an overview 

of each variable related to this research. Board Tenure variable, it has minimum value of 

0.8600, maximum value of 20.5700, sum value of 622.8900, mean value of 5.561518, and 

standard deviation value of 3.9283470. From the data, it shows that the mean of board 

tenure variable is larger than the standard deviation which illustrates the distribution of 

Board Tenure variable data is small or there is no significant gap, indicating that the board 

tenure variable data is homogeneous. 

Board Remuneration variable, it has minimum value of 2.750.000.000, maximum 

value of 1.400.000.000.000, sum value of 20.377.860.990.643, mean value of 

181.945.187.416.455.350, and standard deviation value of 255.171.995.761.901.520 

mean of 181.945.187.416,455 is smaller than the standard deviation of 

255.171.995.761,901. From the data, From the data, it shows that the mean of board 

remuneration variable is smaller than the standard deviation which can be concluded that 

the data of Board Remuneration variable is heterogeneous (the data distribution is too 

extreme). 

Women on Board variable, it has minimum value of 0, maximum value of 0.444, 

sum value of 13.911586, mean value of 0.12421059, and standard deviation value of 

0.104974920. From the data, it shows that the mean of woman on board is larger than the 

standard deviation which illustrates the distribution of Woman on Board variable data is 
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small or there is no significant gap, indicating that the woman on board variable data is 

homogeneous.  

Board Age variable, it has minimum value of 47.2000, maximum value of 59.1429, 

sum value of 5939.3030, mean value of 53.029491, standard deviation value of 2.858537. 

From the data, it shows that the mean of board age is larger than the standard deviation 

which illustrates the distribution of Board Age variable data is small or there is no 

significant gap, indicating that board age variable data is homogeneous.  

ESG Performance variable, it has minimum value of 24.4400, maximum value of 

87.7600, sum value of 7066.0100, mean value of 63.089375, and standard deviation value 

of 16.0120099. From the data, it shows that the mean of ESG performance variable is 

larger than the standard deviation which illustrates the distribution of ESG Performance 

variable data is small or there is no significant gap, indicating that the ESG Performance 

variable data is homogeneous. It also shows that the average of the ESG performance of 

companies sampled in Indonesia each year has range from 60 to 65 meaning that the score 

is in the third quartile which indicates good relative ESG performance and above average 

degree of transparency in reporting material ESG data publicly. 

Hypothesis Test Results and Discussion 

In the t test, decisions are made by considering the significance value from the SPSS 

output and comparing t-count with the t-table value. In this study, the number of samples 

(n) is 112, with the number of independent variables (k) as many as 4 and the significance 

level used is 5% or 0.05. The value of t-table or degree of freedom (df) is calculated using 

the formula n – k – 1, namely 112 – 6 – 1 = 105, which results in a t-table value of 1.983. 

The decision is made by comparing the calculated t-value and t-table. The results of the t-

test can be seen in table: 
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Table 3 

T-Test Results Statistics 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -100.028 58.081  -1.722 .088 

Board Tenure -1.110 .449 -.272 -2.470 .015 

Board Remuneration -8.807E-12 .000 -.140 -1.099 .274 

Woman on Board .461 .139 .303 3.325 .001 

Board Age .051 .630 .009 .082 .935 

Firm Size 5.284 1.858 .447 2.845 .005 

Leverage -13.225 7.919 -.196 -1.670 .098 

a. Dependent Variable: ESG Performance Score 

The results of the t-test are as follows: 

1. Test H1: The influence of Board Tenure on ESG Performance 

Based on the table above, the t-count value of -2.470 with a significance value of 

0.015 and the coefficient value of -1.110. The results of this study indicate t-count > t-

table (2.470 > 1.983) and the significance value less than 0.05 (0.015 < 0.05). Based on 

these results, it shows that board tenure variable does have a significant influence on the 

ESG performance variable. Thus, Hypothesis 1 (H1) which states that board tenure 

influences ESG Performance, is accepted.  

The result shows that board tenure does negatively influence on ESG performance. 

According to the data obtained regarding the length of tenure of the board, it was found 

that most of the companies sampled in this study had boards whose tenure was above 5 

years. In accordance with POJK Regulation Number 33 concerning directors and board 

of commissioners of issuers or public companies, it states that in 1 period the term of office 

of a board is no longer than 5 years, so it can be concluded that the boards of the companies 

sampled in this study have a long tenure. Although the longer board tenure should improve 

the quality of a company's ESG performance, the results of this study show that the longer 

the board tenure in the company actually decreases ESG performance. This is because 

even though the board's tenure is long, it makes them not carry out his supervisory function 

properly. This is influenced by conformity bias or loss of critical perspective of the board 
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on ESG performance decision making and is also influenced by other factors, namely the 

longer board tenure may become entrenched in established routines and less willing to 

challenge existing practices or embrace new sustainability initiatives, making it difficult 

for the company to adapt to evolving shareholder expectations and regulatory demands in 

the ESG landscape. 

This is in line with entrenchment theory, which suggests that longer board tenure 

may lead board to become entrenched in existing mindsets and practices, thereby reducing 

their ability to adapt to changes, respond to shareholder needs, and address dynamic ESG 

issues. As a result, the board’s objectivity and monitoring function over management may 

weaken (Shleifer and Vishny, 1989). This finding also aligns with agency theory as 

proposed by Vafeas (2003), which argues that long board tenure can lead to close or 

special relationships between board members and management, ultimately diminishing 

the board’s effectiveness in overseeing the management in terms of compliance and 

advancing ESG practices. 

This result is aligned with the research from Ardianto et al. (2024), Marrone et al., 

(2023), and Ratri et al. (2021) which states that board tenure negatively influences the 

ESG performance. This indicates that the longer board tenure could lead to less innovative, 

less responsive to external changes, and maintain the status quo. Furthermore, longer 

board tenure is more prone to prioritizing personal interests, stability, and led to 

entrenchment which means reluctance to adopt innovative ESG practices. In addition, 

Vafeas (2003) stated that the entrenchment that arise is not only talking about the 

stagnation but the close relationship between board and manager, and Hafsi and Turgut 

(2013) also stated that this kind of relationship may lead board members to follow rather 

than lead or make a decision that is in line with the interest of the shareholders. 

This result is not in line with Halid et al. (2022) which states that board tenure does 

not influence ESG performance because even though long tenure may be beneficial as 

board members have better interaction and information, longer tenure may detrimentally 

affect the directors’ quality. 

2. Test H2: The Influence of Board Remuneration on ESG Performance 

Based on the table above, the t-count value is -1.099 with a significance value of 

0.274. The results of this study indicate t-count < t-table (1.099 < 1.983) and the 
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significance value more than 0.05 (0.274 > 0.05). Based on these results, it shows that 

board remuneration variable does not have a significant influence on ESG performance 

variable. Thus, hypothesis 2 (H2) which states that board remuneration influences ESG 

Performance, is rejected.    

The result shows that board remuneration does not influence the ESG performance. 

According to the survey conducted by PWC Singapore in 2022 that only 16% of 

companies in the Asia-Pacific region link board remuneration to ESG targets, with 

Indonesia among the countries with the lowest implementation rates (less than 10%). 

Based on data, the remuneration structures in the sampled companies of this research are 

determined by some regulations such as Minister of State-Owned Enterprises Regulation 

No. PER-03/MBU/03/2023, OJK Regulation No. 34/POJK.04/2014, and the result of the 

GMS, which are not accommodated or tied the achievement of sustainability goals or ESG 

aspects into board remuneration. Therefore, the current remuneration practices not 

sufficiently influence the board to prioritize ESG goals. 

In Indonesia, the remuneration of board members is regulated by a comprehensive 

set of laws and guidelines designed to ensure transparency, fairness, and alignment with 

corporate governance. The process for determining board remuneration typically involves 

three main stages: first, the remuneration committee formulates a remuneration structure. 

Second, this proposal is submitted to the General Meeting of Shareholders (GMS) for 

approval. Third, the components of remuneration are usually tied to the achievement of 

annual performance targets. 

It aligns with agency theory that suggests the remuneration given to the board is 

crucial and can be a solution to reduce conflict of interest and minimize the agency cost. 

Remuneration that designed to fluctuate with the company’s performance is expected to 

motivate, enhance the performance and boost board’s productivity and align to the 

interests of shareholders. However, if the remuneration structure focuses solely on short-

term financial metrics without considering ESG factors, the board may neglect 

sustainability responsibilities in favor of meeting incentive targets. This concept supports 

the remuneration structure must be linked to the objectives and shareholder needs 

especially in ESG aspects, but in fact the remuneration mechanisms fail to incorporate 

long-term impacts and broader shareholder interests (Jaafar, 2025). 

The result of this study is in line with the research by Carvalho et al. (2017) which 
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states that board remuneration does not influence the ESG performance, it indicates that 

other factors, such as organizational characteristics and auditing practices, have a more 

significant influence on ESG performance. In addition, argue through the lens of agency 

theory that remuneration packages often fail to align board actions with shareholder 

interests because they are not effectively tied to the performance.  

The result of this study is not in line with the research by Suttipun (2021) which 

states that board remuneration influences the ESG performance due to the remuneration 

that provide to the board have encourage them to lead to the better ESG performance. 

3. Test H3: The Influence of Woman on Board on ESG Performance 

Based on the table above, the t-count value is 3.325 with a significance value of 

0.001. The results of this study indicate t-count > t-table (3.325 > 1.983) and the 

significance value less than 0.05 (0.001 < 0.05). Based on these results, it shows that 

woman on board variable does have a significant and positive influence on ESG 

performance variable. Thus, hypothesis 3 (H3) which states that woman on board 

influences ESG Performance, is accepted.  

The result shows that woman on board influences the ESG performance. It shows 

that woman on board brings a broader perspective that can enhance strategic decision-

making, as they tend to be more socially problem-oriented, cautious in risk assessment, 

and use social reasoning to build strong relationships and effectively address the needs of 

others, including a greater concern for the environment, factors that significantly 

contribute to improving a company’s ESG performance (Naciti, 2019). 

It aligns with agency theory proposed by Jensen and Meckling (1976) emphasize 

the need for effective monitoring to control managerial behaviour and reduce agency 

costs. Woman on board can improve this monitoring function through varied viewpoints 

and risk awareness as they tend to demonstrate increased thoroughness in risk assessment 

and more focused on being open and responsible. This helps reduce management’s 

opportunistic behaviour that can harm shareholders related to ESG (Adams and Ferreira, 

2009). 

This result is aligned with research from Dyck et al. (2023), Gurol and Lagasio 

(2023), and Jizi (2017) which state that woman on board influences ESG performance. 

These indicate that women play an important role in improving ESG performance by 
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promoting more effective oversight, and their concern to the environmental and social are 

integrated into corporate strategy and reporting so that can influence the ESG performance 

of companies. 

This result is not in line with Manita et al. (2018) which state that woman on board 

does not influence ESG performance. It is due to women on boards may be marginalized 

or their voices stifled, thus diminishing their impact on ESG performance. 

4. Test H4: The Influence of Board Age on ESG Performance 

Based on the table above, the t-count value is 0.082 and t-table of 1.983 with a 

significance value of 0.935. The results of this study indicate t-count < t-table (0.082 < 

1.983) and the significance value more than 0.05 (0.935 > 0.05). Based on these results, it 

shows that board age variable does not have a significant influence on ESG performance 

variable. Thus, hypothesis 4 (H4) which states that board age influences ESG 

Performance, is rejected.  

The result shows that board age does not influence the ESG performance. It is 

because although increasing in board age is generally associated with greater experiences 

and knowledges, but the majority of board members in the Indonesian companies sampled 

in this study which is above 70% companies board do not have specific knowledge, 

experience, or certifications related to sustainability or ESG. This indicates that being 

older does not necessarily equate to having adequate capability in managing sustainability 

or ESG issues, which explains why board age has an insignificant influence on ESG 

performance.  

According to the Human Capital Theory by Becker (1964) suggests the success of 

ESG performance is more closely tied to functional competencies (such as technical 

expertise in sustainability or experience in implementing ESG policies) than to age factors 

alone. Thus, the research findings support the proposition of Human Capital Theory 

(HCT) that investment in human capital development such as ESG training is a more 

crucial driver of ESG performance than mere variations in board age composition.  

This study’s findings align with research from Cucari et al. (2018), Menicucci and 

Paolucci (2022), and Rella and L’Abate (2022) which state that board age does not 

influence ESG performance. This might be due to the fact that ESG issues are complicated 

and also cannot limited to the viewpoints related to the age of board members. Instead, 
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other characteristics of the board may have a greater impact on ESG performance. 

This study’s finding is not in line with Handajani et al. (2014) that state board age 

influences the ESG performance. This finding indicates that generational differences on 

board influence decision making strategies, such as risk aversion and openness to 

technology adoption, with older board members demonstrating extensive experience and 

richer practices as a result of accumulated skill based on competencies that can influence 

the ESG performance. 

Coefficient of Determination Test Result 

Table 1 

 Coefficient of Determination Test Result 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate Durbin-Watson 

1 .480a .230 .186 14.4422032 .552 

a. Predictors: (Constant), Leverage, Board Remuneration, Woman on Board, Board Tenure, 

Board Age, Firm Size 

b. Dependent Variable: ESG Performance  

From the table 3, it is known that all independent variables (board tenure, board 

remuneration, woman on board, and board age) have a relationship with the dependent 

variable, namely the ESG performance (Y) as evidenced by the multiple coefficient value 

(R) of 0.186. It shows the independent variables give effect to the ESG performance of 

0.186 x 100% = 18.6%, it can be concluded that the influence of independent variables 

(board tenure, board remuneration, woman on board, and board age) on the dependent 

variable (ESG performance) is 18.6% while the remaining 81.4% is influenced by other 

factors or other independent variables that were not observed in this study. 

CONCLUSIONS AND SUGGESTIONS 

Conclusions 

This study examined the influence of board characteristics on ESG performance 

using companies listed on the Indonesian Stock Exchange for the period 2019–2022 as 

a sample. The results of the analysis of the research model and hypothesis testing 
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proposed in this study resulted in the following conclusions: Board tenure negatively 

influences the ESG performance. This means that the longer board tenure can influence 

a company’s ESG performance, implying that longer board terms may reduce the 

company’s ability to effectively implement and adapt ESG initiatives. Board 

remuneration does not influence the ESG performance. This is due to the remuneration 

provided by the company to the board does not influence the company's ESG 

performance because the board remuneration structure does not accommodate or tie to 

the achievement of sustainability goals or ESG aspects. Woman on board influences the 

ESG performance. This shows that the presence of woman on board in the sampled 

companies can enhance strategic decisions as they are socially oriented, cautious in risk 

assessment, and focused on building relationships, including greater environmental 

concern, all of which significantly influence a company’s ESG performance. Board age 

does not influence the ESG performance. This is because while older board members 

are typically assumed to have greater experience due to their age, they often lack 

specialized ESG knowledge or certifications, resulting in board age has no influence on 

ESG performance. 

Limitations and Suggestions  

This research has several limitations that should be acknowledged. First, the 

relatively small number of companies in Indonesia with regularly reported and 

standardized ESG scores constrained the sample selection process. As a result, the study 

included firms across various sectors to ensure sufficient data availability, which may 

introduce variability in ESG measurement due to differing industry-specific 

sustainability practices. Second, the findings may not be generalizable to other 

countries, as Indonesia’s unique corporate governance structures, cultural norms, and 

regulatory frameworks could influence board dynamics and ESG performance 

differently compared to other markets. These contextual differences limit the 

applicability of the results to global settings. Future research could benefit from a more 

sector-focused analysis or cross-country comparisons to strengthen the validity of the 

findings. 
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Based on the research findings, several actionable recommendations can be 

proposed to enhance ESG performance. First, companies should implement board term 

limits in compliance with applicable regulations to prevent stagnation and promote the 

infusion of new perspectives in ESG strategy development and execution. Second, 

board remuneration structures should be revised to incorporate ESG-linked incentives, 

such as performance bonuses or stock options tied to measurable sustainability targets, 

thereby aligning directors' motivations with long-term ESG goals. Third, increasing 

female representation on boards can strengthen ESG-focused decision-making, as 

gender diversity brings socially oriented perspectives and more balanced risk 

assessment. Finally, providing specialized ESG training for board members would help 

bridge knowledge gaps, ensuring that directors possess the necessary expertise to 

effectively oversee and drive corporate sustainability initiatives. These measures 

collectively aim to improve governance practices and foster stronger ESG outcome. 
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