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Penelitian ini mengkaji pengaruh tata kelola perusahaan terhadap praktik
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ABSTRACT

This study examines the effect of corporate governance on greenwashing
and the moderating role of government pressure. Using panel data from
34 non-financial firms listed on the Indonesia Stock Exchange for 2017—
2023, the results show that board gender diversity significantly reduces
greenwashing, while board size and independence have no direct effect.
Activist pressure strengthens the negative effect of board size on
greenwashing, whereas government pressure enhances the impact of
gender diversity and board independence. These findings indicate that
effective governance combined with strong regulatory oversight can
minimize symbolic sustainability disclosures. The study contributes to
legitimacy theory by showing that governance effectiveness depends on
external institutional forces. Practically, it suggests the importance of
strengthening ESG regulations, third-party assurance, and substantive
governance practices to promote corporate transparency and
accountability.
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1. Introduction

Global awareness of the importance of sustainability has increased substantially, making
Environmental, Social, and Governance (ESG) aspects a central consideration in business and
investment decision-making (X. Liu et al., 2023). ESG is no longer perceived merely as a tool for
corporate image-building, but has evolved into a long-term strategic instrument that enhances
competitiveness and ensures business sustainability. In Indonesia, ESG implementation is reinforced
by regulations issued by the Financial Services Authority (Otoritas Jasa Keuangan/OJK) through
Regulation No. 51/POJK.03/2017, which mandates listed companies and public firms to publish
sustainability reports. This policy aims to enhance corporate transparency and accountability in
implementing sustainable finance principles, while also supporting the achievement of the Sustainable
Development Goals (SDGs).

Nevertheless, the reliability of ESG scores is frequently questioned due to their perceived
inconsistency and limited credibility (Benuzzi et al., 2023; Berg et al., 2022). This inconsistency arises
from differences in rating methodologies and the lack of transparency in the assessment process (Berg
etal., 2021). These gaps create opportunities for firms to manipulate their sustainability image through
greenwashing practices, namely symbolic efforts to appear environmentally responsible in order to
obtain high ESG scores. The term greenwashing was first introduced by Jay Westerveld in 1986 and
has become increasingly relevant alongside rising public concern for environmental issues. Walker &
Wan (2012) define greenwashing as symbolic corporate communication regarding environmental
commitment without substantive action, while Bansal & Clelland (2004) describe it as the disclosure
of information that benefits firms but harms society. Based on legitimacy theory (Dowling & Pfeffer,
1975), companies engage in greenwashing to maintain public legitimacy when facing social pressure
related to sustainability issues.

Greenwashing phenomena have also occurred in Indonesia. Between 2017 and 2021, nine
greenwashing cases were identified in the media (ICEL, 2021). One of the most notable cases involved
Adaro Energy, which claimed to diversify toward green energy through its “Green Initiatives”
program, yet continued to rely heavily on coal as its core business, with 87% of group revenue derived
from the coal sector (Trend Asia, 2021). This contradiction between corporate claims and actual
practices reflects how greenwashing is used to preserve corporate legitimacy in the public eye. Its
impacts include not only declining consumer trust in green brands and products (Kahraman &
Kazangoglu, 2019; Rausch & Kopplin, 2021), but also misleading investors in assessing firms’
environmental responsibility and long-term prospects (Gatti et al., 2021; Torelli et al., 2020).

For investors, greenwashing creates information distortions that can lead to substantial decision-
making risks (P. Chen & Dagestani, 2023). Firms engaged in greenwashing tend to experience
valuation declines, heightened stock price volatility, and increased litigation risk (Q. Li et al., 2024).
Consequently, a growing number of investors incorporate greenwashing risk into their investment
considerations and are even willing to sacrifice potential returns to avoid firms associated with such
practices (Kleffel & Muck, 2023).

One of the fundamental roots of greenwashing lies in weak corporate governance. Managerial
incentives that are misaligned with long-term objectives encourage manipulative behavior (Cohen et
al., 2023; Galletta et al., 2023). In this context, corporate governance functions as a monitoring
mechanism that can mitigate agency conflicts between managers and owners (Shleifer & Vishny,
1997). Within Indonesia’s two-tier governance system, the board of commissioners plays a crucial
role in supervising the board of directors to ensure that corporate policies are implemented in an
accountable and transparent manner. Effective corporate governance can restrain greenwashing
practices through more transparent disclosure policies, stringent monitoring systems, and the
appropriate application of incentives and sanctions (Bebchuk & Weisbach, 2010; Fama & Jensen,
1983).

However, empirical evidence regarding the impact of corporate governance on greenwashing
remains mixed. Several studies find that board independence and board diversity enhance
transparency and reduce greenwashing (Duarte et al., 2024; Liu et al., 2015; Yu et al., 2020), while
other studies report contrasting results (Ghitti et al., 2024; Taglialatela et al., 2024). These
inconsistencies indicate that the effectiveness of corporate governance in curbing greenwashing is
contingent upon the context of implementation and the external pressures faced by firms.
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Referring to the moderation framework proposed by Baron & Kenny (1986), this study introduces
government pressure as a moderating variable to explain the inconsistent relationship between
corporate governance and greenwashing. Government pressure is defined as regulatory and
institutional influence that compels firms to align their business practices with sustainability principles
(Eesley & Lenox, 2006; Freeman, 2007). In the context of developing countries such as Indonesia,
government pressure serves as a coercive and normative force that strengthens corporate commitment
to sustainability. When government oversight is strong, corporate boards tend to be more cautious in
their disclosures and more committed to substantive rather than symbolic practices (Bhandari et al.,
2022).

This study addresses four main research gaps in the greenwashing literature. First, empirical
studies on greenwashing in the Indonesian context remain limited, even though Indonesia has a unique
institutional setting marked by increasing sustainability reporting demands and regulatory attention.
Second, this study responds to the measurement gap by using the discrepancy between the Green
Communication Index (GCI) and Green Practice Index (GPI) to capture greenwashing, since
greenwashing is commonly understood as the gap between environmental claims and actual
environmental practices (Bernini et al., 2023; Testa, Miroshnychenko, et al., 2018).

Third, this study extends prior research by examining board-level governance mechanisms, namely
board diversity, board size, and board independence, as determinants of greenwashing. Previous
studies suggest that board characteristics may influence corporate monitoring and environmental
disclosure behavior (Ma & Ahmad, 2024). However, the effectiveness of corporate governance may
depend on external institutional conditions. Therefore, fourth, this study examines government
pressure as a moderating variable to determine whether regulatory pressure strengthens or weakens
the role of corporate governance in reducing greenwashing. In this regard, this study contributes by
integrating internal governance mechanisms and external government pressure to provide a more
comprehensive understanding of greenwashing control in Indonesia.

2. Literature Review

2.1.Legitimacy Theory

Legitimacy theory posits that the survival of an organization depends on societal acceptance of its
existence and activities. Legitimacy is achieved when organizational values align with the values of
the social system in which the organization operates (Dowling & Pfefter, 1975). This relationship is
understood as a “social contract,” whereby society provides resources while companies are expected
to generate economic value and fulfill socio-environmental responsibilities. Because legitimacy is
context-dependent across time and space (Suchman, 1995), changes in public expectations may lead
to a legitimacy gap, a discrepancy between corporate behavior and societal expectations. To obtain,
maintain, or restore legitimacy, companies often increase their social and environmental disclosures,
particularly when facing threats such as disasters, lawsuits, or media scrutiny (Deephouse, 1996). The
media plays a major role in shaping public perceptions (Brown et al., 2006), while internal
organizational factors also influence legitimacy strategies (Cho et al., 2015).

2.2. Greenwashing

Greenwashing refers to exaggerated or misleading sustainability claims intended to construct an
environmentally friendly image without corresponding substantive actions (Delmas & Burbano,
2011). As market preferences for “green” products continue to increase (Zhang et al., 2024), firms are
incentivized to make aggressive environmental claims which, when unsupported by genuine practices,
undermine stakeholder trust (Marquis et al., 2016). The consequences include reputational damage,
consumer boycotts, and declines in market value (Netto et al., 2020). To mitigate greenwashing,
reporting standards such as the Global Reporting Initiative (GRI) promote transparency and third-
party verification (Gatti et al., 2019). Internal drivers of greenwashing include short-term financial
performance targets and weak accountability, while external drivers include market pressure and
competitive intensity (Radu et al., 2023; Torelli et al., 2020).

Methodologically, greenwashing measurement varies across studies, ranging from Likert-scale
assessments based on managerial perceptions (Feng et al., 2022), index-based measures capturing
mismatches between corporate communication and actual practices (Testa, Boiral, et al., 2018), to
consumer-based perspectives (Y. S. Chen et al., 2020; Ha et al., 2022). This study adopts the approach
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proposed by Testa et al. (2018), employing Refinitiv-based calculations, which are considered more
credible and less prone to source bias than the Bloomberg—Refinitiv score discrepancy method
(Bernini et al., 2023; Yu et al., 2020; Zhang, 2022).

2.3. Corporate Governance

Corporate governance (CG) refers to the system by which companies are directed and controlled
to ensure transparency, accountability, and the protection of stakeholder interests. CG mitigates
agency conflicts through mechanisms such as managerial ownership, performance-based incentives,
and board monitoring (Edmans et al., 2017). Indonesia adopts a two-tier governance system (Law No.
40/2007), in which the board of directors manages the company while the board of commissioners
performs supervisory and advisory functions.

The effectiveness of board oversight is shaped by board composition and structure. Board
diversity, particularly gender diversity, enhances decision quality by introducing diverse perspectives
(Garcia-Meca et al., 2015), board independence improves objectivity and constrains managerial
opportunism (Fich & Shivdasani, 2012), and optimal board size depends on firm complexity (Coles,
2008). Strong corporate governance enhances both financial and non-financial transparency (Y. S.
Chen et al., 2020; Khlifi & Zouari, 2022; Wu et al., 2023) and influences environmental performance
(Enciso-Alfaro & Garcia-Sanchez, 2022). Four governance mechanisms are frequently identified as
central: board size, board independence, gender diversity, and CEO duality (Aguilera et al., 2021;
Chams & Garcia-Blandon, 2019). This study focuses on the supervisory role of the board of
commissioners in mitigating greenwashing risk.

2.4. Government Pressure

Government pressure refers to external pressure arising from regulations, supervision, policy
enforcement, and public sector expectations that encourage firms to align their business activities with
social and environmental responsibilities (Freeman, 1984). In the context of sustainability,
government pressure plays an important role in shaping corporate disclosure practices because firms
are required to comply with environmental regulations, sustainability reporting standards, and
governance requirements. Such pressure encourages firms to improve transparency and accountability
in order to maintain legitimacy in the eyes of regulators and the public.

Previous studies show that regulatory pressure and government supervision can influence
corporate sustainability behavior and disclosure quality. Regulations and public policy expectations
encourage firms to comply with sustainability standards and improve transparency (Eccles et al., 2021;
Kumar et al., 2023; W. Li et al., 2022). In addition, stronger government pressure may push boards to
adopt more proactive sustainability policies and reduce symbolic environmental disclosure (Bhandari
et al., 2022). Thus, government pressure is expected to function as an external mechanism that
strengthens corporate accountability and limits greenwashing practices.

2.5.The Effect of Corporate Governance on Greenwashing

Corporate governance reflects the system through which firms are directed and controlled to ensure
that corporate activities are conducted in a transparent, accountable, responsible, independent, and fair
manner (OECD, 2015, 2021). In the context of sustainability, corporate governance is not only
relevant as an internal control mechanism, but also as a means through which firms respond to social
expectations regarding environmental responsibility. Based on legitimacy theory, firms seek to ensure
that their actions and disclosures are perceived as consistent with the values, norms, and expectations
of society (Dowling & Pfeffer, 1975). When firms face pressure to appear environmentally
responsible, they may engage in greenwashing by communicating environmental commitments that
are not fully supported by substantive environmental practices. Therefore, effective corporate
governance is expected to reduce greenwashing by encouraging greater alignment between
environmental communication and actual environmental conduct.

In this study, corporate governance is represented by three board-level attributes, namely board
gender diversity, board size, and board independence. These attributes are considered important
because the board plays a central role in shaping corporate responses to social and environmental
expectations. From the perspective of legitimacy theory, board characteristics may influence whether
firms pursue legitimacy through substantive environmental practices or merely through symbolic
environmental disclosure. Stronger governance structures are expected to encourage firms to maintain
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legitimacy by improving the credibility of environmental disclosure rather than relying on symbolic
claims.

Board gender diversity is particularly relevant in explaining greenwashing because a more diverse
board may improve the firm’s sensitivity to broader social and environmental expectations. Female
board members are often associated with greater concern for ethical conduct, social responsibility,
and sustainability-related issues (Eliwa et al., 2023; Haque & Jones, 2020). In the perspective of
legitimacy theory, the presence of women on the board may help firms better understand societal
expectations and encourage more credible environmental disclosure. As a result, firms with higher
board gender diversity are less likely to rely on symbolic environmental communication to maintain
legitimacy. Instead, they are expected to align their sustainability communication with substantive
environmental practices. Prior studies also indicate that female board representation can reduce
misleading sustainability disclosure (Garcia-Sanchez et al., 2021). Therefore, board gender diversity
is expected to reduce corporate greenwashing.

H1: Board gender diversity negatively affects corporate greenwashing.

Board size reflects the collective capacity of the board to respond to complex social and
environmental expectations. From the perspective of legitimacy theory, firms seek to maintain public
acceptance by aligning their activities and disclosures with prevailing societal norms and expectations
(Coles, 2008; Dowling & Pfeffer, 1975). A larger board may provide broader knowledge, experience,
and perspectives in interpreting environmental expectations from stakeholders, thereby helping firms
ensure that their environmental communication is consistent with actual environmental practices. In
this regard, larger boards are expected to reduce the tendency of firms to rely on symbolic
environmental disclosure as a means of maintaining legitimacy.

Prior studies support the argument that board size can influence corporate sustainability behavior.
Lu & Wang (2021) show that larger boards are associated with stronger governance capacity in
improving the credibility of sustainability-related reporting. Similarly, Ghitti et al. (2024) find that
firms with larger boards are better able to constrain manipulative sustainability reporting practices.
These findings indicate that a larger board may help firms avoid legitimacy risks arising from
misleading or exaggerated environmental claims. Therefore, larger board size is expected to reduce
greenwashing because firms are more likely to maintain legitimacy through substantive environmental
practices rather than symbolic disclosure.

H?2: Board size negatively affects corporate greenwashing.

Board independence refers to the presence of independent commissioners who are expected to
provide objective judgment in corporate decision-making, including decisions related to
environmental responsibility and sustainability disclosure. From the perspective of legitimacy theory,
firms seek to maintain legitimacy by ensuring that their activities and disclosures are consistent with
societal values and expectations (Dowling & Pfeffer, 1975). In this context, independent boards may
help firms reduce legitimacy risks by encouraging more credible and transparent environmental
disclosure. When sustainability disclosure is used only to create a positive environmental image
without being supported by actual environmental practices, firms may face legitimacy threats in the
form of public distrust and accusations of greenwashing.

Independent commissioners are more likely to assess corporate environmental policies and
sustainability disclosures objectively because they have no material ties to management (Lopez-
Arceizetal., 2021). Therefore, a higher proportion of independent commissioners can encourage firms
to maintain legitimacy through substantive environmental practices rather than symbolic
environmental claims. Prior research also supports this argument. Zhou et al. (2022) document a
negative association between board independence and greenwashing tendencies, indicating that
independent boards can enhance the credibility of sustainability reporting and reduce misleading
environmental disclosure. Thus, higher board independence is expected to reduce corporate
greenwashing.

H3: Board independence negatively affects corporate greenwashing.
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2.6. The Moderating Role of Government Pressure on the Effect of Corporate Governance on
Greenwashing

Beyond internal governance mechanisms, government pressure may influence how firms maintain
and protect their legitimacy in relation to environmental responsibility. From the perspective of
legitimacy theory, firms seek to align their activities and disclosures with social expectations in order
to gain and maintain public acceptance (Dowling & Pfeffer, 1975). Government pressure represents
an important source of legitimacy expectation because regulations, supervision, and policy demands
define the standards of acceptable corporate environmental behavior. When government pressure is
strong, firms face greater legitimacy risks if their environmental communication is not supported by
substantive environmental practices. Therefore, government pressure may encourage firms to reduce
symbolic environmental disclosure and improve the consistency between environmental claims and
actual practices.

Board gender diversity is expected to be more effective in reducing greenwashing when firms
operate under stronger government pressure. Diverse boards are generally more sensitive to ethical,
social, and sustainability issues, and prior studies show that female board representation can reduce
misleading sustainability disclosure (Garcia-Sanchez et al., 2021). In the context of legitimacy theory,
the presence of women on the board may help firms better understand social and regulatory
expectations related to environmental responsibility. When government pressure increases, this
sensitivity becomes more important because firms are required to demonstrate more credible
environmental conduct. As a result, board gender diversity is expected to strengthen the firm’s ability
to maintain legitimacy through substantive environmental practices rather than symbolic
greenwashing. Previous studies also suggest that external pressure can influence whether firms
respond to environmental expectations substantively or symbolically (Testa, Miroshnychenko, et al.,
2018). Therefore, government pressure is expected to strengthen the negative effect of board gender
diversity on greenwashing.

H4: Government pressure strengthens the negative effect of board gender diversity on greenwashing.

Board size may also determine how effectively firms respond to legitimacy pressures arising from
government regulations and supervision. From the perspective of legitimacy theory, firms are required
to align their environmental practices and disclosures with social and regulatory expectations to
maintain public acceptance (Dowling & Pfeffer, 1975). A larger board may provide broader
perspectives, expertise, and experience in interpreting these expectations, allowing firms to better
assess whether their sustainability disclosures are consistent with actual environmental practices.
Therefore, larger boards are expected to reduce the use of symbolic environmental claims as a strategy
to maintain legitimacy.

The negative effect of board size on greenwashing is expected to become stronger when
government pressure is high. Strong government pressure increases the legitimacy risk faced by firms
because environmental claims are more likely to be evaluated against regulatory standards and public
expectations. In this condition, larger boards are more capable of responding to such legitimacy
demands by encouraging more credible and accountable sustainability disclosure. Garcia-Sanchez et
al. (2021) show that the interaction between governance mechanisms and regulatory pressure can
improve corporate transparency. Thus, government pressure is expected to amplify the role of larger
boards in reducing greenwashing because firms are encouraged to maintain legitimacy through
substantive environmental practices rather than symbolic disclosure.

H5: Government pressure strengthens the negative effect of board size on greenwashing.

Board independence is expected to become more effective in reducing greenwashing when firms
face strong government pressure. From the perspective of legitimacy theory, firms seek to maintain
legitimacy by aligning their environmental actions and disclosures with social values, public
expectations, and regulatory demands (Dowling & Pfeffer, 1975). Government pressure increases the
need for firms to demonstrate credible environmental responsibility because non-compliance or
misleading sustainability disclosure may create legitimacy risks. In this context, independent
commissioners play an important role in ensuring that environmental disclosure is not merely
symbolic, but reflects actual environmental practices.

Independent boards are more likely to encourage transparent and credible sustainability reporting
because they can assess corporate policies more objectively and are less influenced by managerial
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interests (Lopez-Arceiz et al., 2021). When government pressure is strong, the role of independent
commissioners becomes more relevant because firms are under greater scrutiny to ensure that their
environmental claims are consistent with regulatory expectations. Zhou et al. (2022) also show that
board independence is negatively associated with greenwashing tendencies, indicating that
independent boards can reduce misleading environmental disclosure. Therefore, government pressure
is expected to strengthen the negative effect of board independence on greenwashing by encouraging
firms to maintain legitimacy through substantive environmental practices rather than symbolic
disclosure.

H6: Government pressure strengthens the negative effect of board independence on greenwashing.

3. Research Methods

This study employs a quantitative causal approach to examine the effect of corporate governance
on greenwashing practices and the moderating role of government pressure. This design aims to obtain
empirical evidence on causal relationships among variables that are measured numerically and
analyzed using statistical techniques. The population consists of all non-financial firms listed on the
Indonesia Stock Exchange (IDX) over the period 2017-2023. The sample is selected using purposive
sampling based on the following criteria: (1) the firm publishes a sustainability report on its official
website or on the IDX website, (2) sustainability data are available in the Refinitiv ESG database, and
(3) the firm is not a financial institution, in order to maintain homogeneity in reporting structures.
Based on these criteria, the final sample consists of 34 firms, yielding a total of 160 firm-year
observations.

The dependent variable in this study is greenwashing (GW), measured using the approach of Testa
et al. (2018) through the difference between the Green Communication Index (GCI) and the Green
Practice Index (GPI). GCI represents the extent of corporate sustainability communication, whereas
GPI captures actual environmental practices. Both indices are constructed from environmental
indicators available in LSEG. The standardized difference between GCI and GPI yields a Discrepancy
Index (DI), where positive values indicate a higher tendency toward greenwashing. The independent
variables consist of three corporate governance indicators: board gender diversity (Bdiv), board size
(Bsize), and board independence (Bind). Board gender diversity is measured by the proportion of
female commissioners to total board members; board size is measured by the total number of
incumbent commissioners; and board independence is measured by the percentage of independent
commissioners relative to total board members. The moderating variable, government pressure
(Sgov), is measured using a dummy variable based on ownership status. State-owned enterprises
(SOEs) are assigned a value of 1, while privately owned firms are assigned a value of 0 (Lulu, 2021).
This approach reflects the higher level of regulatory pressure on SOEs to maintain public
accountability and comply with sustainability policies.To control for potential bias, the study includes
several control variables: firm size (natural logarithm of total assets), leverage (ratio of total debt to
total assets), profitability (return on assets/ROA), and sales growth. The empirical models of this study
are specified as follows.

The baseline regression model without the moderating variable (Model 1) is:

GW = g + BiBdivi; + B2Bsize; + B3;Bindi; + p4Sizei + PsLevic + fsRoai + €

The second model incorporates the moderating effect of government pressure (Model 2):
GW= a + BiBdivi + P:Bsizei + P:Bindic + PsSgovic + PsBdiv*Sgovic + PsBsize*Sgovie +
B-Bind*Sgovi + BsSizei + PoLevic+ BroRoaic+ €

where:

GW = Greenwashing

o = Constant term

B = Coefficients of the independent variables

Bdiv = Board gender diversity

Bsize = Board size
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Bind = Board independence

Sgov = Government pressure

Bdiv*Sgov = Interaction between board gender diversity and government pressure
Bsize*Sgov = Interaction between board size and government pressure
Bind*Sgov = Interaction between board independence and government pressure
Size = Firm size

Lev = Leverage

Roa = Return on assets

Growth = Sales growth

¢ = Error term

i=Firm

t=Year

The analysis is conducted using panel data regression with either a fixed effects model (FEM),
random effects model (REM), or ordinary least squares (OLS), depending on the results of the Chow
test, Hausman test, and Breusch—Pagan test (Baltagi, 2021). A fixed effects model is selected when
there is evidence that individual effects are correlated with the independent variables, while a random
effects model is used when individual effects are assumed to be uncorrelated with the regressors.
Statistical significance is assessed at the 5% level (o = 0.05). The t-statistics are used to examine the
partial effect of each variable, whereas the F-statistic is employed to evaluate the overall significance
of the model. The adjusted coefficient of determination (Adjusted R?) is used to assess the explanatory
power of the model in capturing variations in greenwashing (Ghozali, 2018).

To examine the moderating effect, this study applies Moderated Regression Analysis (MRA) by
incorporating interaction terms between corporate governance variables and regulatory pressure
(Baron & Kenny, 1986). The interaction terms are used to determine whether regulatory pressure
strengthens or weakens the relationship between corporate governance mechanisms and greenwashing
(Ghozali, 2018). A moderating effect is indicated when the coefficient of the interaction term is
statistically significant. The direction of moderation is interpreted based on the sign and significance
of the interaction coefficient (Wooldridge, 2010). If the interaction coefficient has the same direction
as the main effect and is statistically significant, the moderating variable is interpreted as strengthening
the relationship. Conversely, if the interaction coefficient has the opposite direction from the main
effect and is statistically significant, the moderating variable is interpreted as weakening the
relationship. In the context of this study, a negative and significant interaction coefficient indicates
that regulatory pressure strengthens the role of corporate governance in reducing greenwashing,
whereas a positive and significant interaction coefficient indicates that regulatory pressure weakens
the ability of corporate governance to reduce greenwashing. To ensure the validity of the results, this
study applies robust standard errors clustered at the firm level to address potential heteroskedasticity
and autocorrelation (Wooldridge, 2010).

4. Results and Discussion

The study initially identified 966 firms listed on the Indonesia Stock Exchange during the 2017—
2023 period, equivalent to 6,762 potential firm-year observations. After excluding 106 financial firms,
815 non-financial firms with incomplete greenwashing measurement data, and 11 firms without
sustainability reports, the final sample consisted of 34 firms with 160 firm-year observations. The
number of observations is lower than the maximum possible observations because not all sample firms
had complete data for each year during the observation period. Therefore, the final dataset forms an
unbalanced panel. The majority of the sample firms operate in the infrastructure, basic materials,
energy, and consumer staples sectors. Overall, the sample firms are characterized by relatively large
asset sizes, low leverage levels, and substantial variability in profitability. The greenwashing (GW)
indicator is constructed from the standardized difference between sustainability communication and

Andy Iranda et al. (When Good Governance Isn’t Enough: Government Pressure as a...)


http://issn.pdii.lipi.go.id/issn.cgi?daftar&1452078037&1&&

68 Nominal Barometer Riset Akuntansi dan Manjemen ISSN 2502-5430
Vol. 15, No. 1, April 2026, pp. 60-78

sustainability practices, resulting in a mean value of zero with a relatively wide dispersion of
observations.

Table 1 Descriptive Statistics of the Research Sample

Variable Obs. Min Max Mean Std. Dev.
GW 160 -2.55 2.37 0 1.02
Bdiv 160 0 0.43 0.09 0.12
Bsize 160 3 15 6.33 2.39
Bind 160 0.29 0.83 0.41 0.11
Size 160 20.13 24.10 21.93 0.76
Lev 160 0.00 0.74 0.07 0.09
Roa 160 -0.10 0.55 0.25 0.20

Source: Data processed in 2025

The panel data model selection results indicate that the Fixed Effects Model (FEM) is the most
appropriate specification for the baseline analysis without moderation, whereas the model
incorporating government pressure (Sgov) as a moderating variable is better estimated using the
Random Effects Model (REM). This selection was based on standard diagnostic tests (e.g., Chow test,
Hausman test), ensuring that the most efficient and consistent estimator was applied for each model
specification. All estimated models pass the F-test with probability values below 0.05, indicating that
the models are statistically valid and jointly significant. To ensure the reliability of the estimated
coefficients in the presence of potential heteroskedasticity and autocorrelation, the analysis applies
robust standard errors clustered at the firm level. The coefficients of determination (R?) range from
0.10 to 0.11, which, although relatively modest in magnitude, is considered acceptable for cross-
industry studies in the fields of corporate governance and sustainability, where firm behavior is
influenced by a wide array of unobserved and industry-specific factors.

Table 2 Model 1 Testing

Variable Coef. Std. Error P-value
Bdiv -1.585 0.757 0.044
Bsize -0.035 0.054 0.525
Bind -0.789 0.656 0.238
Size 0.397 0.133 0.005
Lev -0.502 0.838 0.553
Roa 1.677 1.003 0.105
Konstanta -8.006 2.931 0.010

Source: Data processed in 2025

The regression results reveal that board gender diversity (Bdiv) exerts a negative and statistically
significant effect on greenwashing (B = —1.585, p = 0.044). This finding suggests that a higher
proportion of female commissioners is associated with lower levels of corporate greenwashing,
consistent with the argument that gender-diverse boards tend to exercise stronger ethical oversight
and more rigorous monitoring of sustainability disclosures, thereby reducing the gap between reported
and actual environmental practices. Firm size (Size), by contrast, shows a positive and significant
effect on greenwashing, indicating that larger firms are more prone to discrepancies between their
sustainability communication and actual practices.

This pattern likely reflects the greater visibility and stakeholder scrutiny faced by larger firms,
which may create incentives to overstate environmental performance in order to manage reputational
risk and meet external expectations. Meanwhile, the other control variables in the baseline model
board size (Bsize), board independence (Bind), leverage, and profitability (ROA) do not exhibit
statistically significant effects on greenwashing. This suggests that, within the context of this study,
structural board characteristics beyond gender composition, as well as firm-level financial attributes
such as leverage and profitability, play a relatively limited role in explaining variations in
greenwashing behavior, at least in the baseline specification.
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Table 3 Model 2 Testing

Variable Coef. Std. Error P-value
Bdiv -0.816 0.563 0.147
Bsize -0.033 0.058 0.567
Bind 0.551 0.863 0.523
Sgov 1.325 0.853 0.120
Bdiv*Sgov -2.348 1.190 0.049
Bsize*Sgov -0.115 0.091 0.205
Bind*Sgov -2.303 0.965 0.017
Size 0.151 0.153 0.324
Lev -0.073 0.633 0.908
Roa 3.006 0.886 0.001
Konstanta -3.359 3.221 0.297

Source: Data processed in 2025

When government pressure (Sgov) is introduced as a moderating variable, the results indicate that
the interaction between board gender diversity and government pressure (Bdiv*Sgov) has a negative
and statistically significant effect on greenwashing (coefficient = —2.348, p = 0.049). This finding
suggests that government pressure strengthens the role of board gender diversity in constraining
greenwashing practices Moreover, the interaction between board independence and government
pressure (Bind*Sgov) is also negative and statistically significant (coefficient = —2.303, p = 0. 017)
indicating that regulatory pressure enhances the effectiveness of 1ndependent commissioners in
mitigating greenwashing. By contrast, the interaction between board size and government pressure
(Bsize*Sgov) is not statistically significant, implying that government pressure does not amplify the
monitoring effect of board size on greenwashing. Overall, these results demonstrate that the impact of
corporate governance on greenwashing becomes more pronounced under stronger regulatory pressure
or state ownership.

Based on the regression results, board gender diversity, measured by the proportion of female
commissioners, has a negative and statistically significant effect on greenwashing. This indicates that
firms with a higher proportion of women on the board of commissioners tend to have a lower level of
greenwashing. Therefore, H1 is supported. This finding is relevant to legitimacy theory because
greenwashing can be understood as a symbolic strategy used by firms to obtain or maintain legitimacy
when their environmental communication is not fully supported by substantive environmental
practices. According to Dowling & Pfeffer (1975), firms seek to align their actions and disclosures
with societal values and expectations in order to secure social acceptance. In this context, the negative
effect of board gender diversity suggests that female representation on the board may help firms
maintain legitimacy through more credible sustainability practices and disclosures, rather than through
symbolic environmental claims.

The presence of women on the board of commissioners may strengthen the firm’s sensitivity to
social, ethical, and environmental expectations. Gender-diverse boards are more likely to consider the
broader social consequences of corporate decisions and to encourage more transparent sustainability
reporting. As a result, firms with greater board gender diversity may be less likely to use
environmental disclosure merely as an image-building tool. Instead, they are more likely to ensure
consistency between environmental communication and actual environmental practices. From the
perspective of legitimacy theory, this condition reduces the risk of a legitimacy gap, namely the gap
between how firms want to be perceived by society and how their actual environmental conduct is
evaluated by stakeholders.

In the Indonesian context, although there is no explicit regulation mandating gender diversity on
corporate boards, the Financial Services Authority (OJK) has encouraged the implementation of good
corporate governance principles through Regulation No. 33/POJK.04/2014 concerning the Board of
Directors and Board of Commissioners of Public Companies. These governance principles are
relevant to sustainability because they support accountability, transparency, independence, and
responsibility in corporate decision-making. Therefore, the presence of women on the board can be
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viewed as part of a broader governance structure that helps firms respond to increasing public and
regulatory expectations regarding sustainability and ESG performance.

This result is consistent with prior empirical studies documenting a negative association between
female board representation and greenwashing (Eliwa et al., 2023; Gull et al., 2023; G. Liu et al,,
2024; Zahid et al., 2023). Datta et al. (2021) argue that women directors tend to bring stronger ethical
perspectives and promote more transparent reporting practices. Similarly, Kuo et al. (2022) find that
gender-diverse boards are more likely to critically evaluate corporate environmental claims. Majid &
Jaaffar (2023) also suggest that the presence of women on corporate boards shifts greater attention
toward the social consequences of business decisions. Overall, these findings indicate that board
gender diversity is not merely symbolic, but may play a substantive role in reducing greenwashing by
encouraging firms to maintain legitimacy through credible environmental accountability rather than
misleading sustainability disclosure.

The hypothesis testing results show that board size does not have a statistically significant effect
on greenwashing, as indicated by an insignificant coefficient. This implies that the number of board
members does not materially influence a firm’s tendency to engage in misleading sustainability
reporting. Therefore, H2 is not supported. From the perspective of legitimacy theory, firms seek to
align their actions and disclosures with societal values and stakeholder expectations in order to
maintain social legitimacy (Dowling & Pfeffer, 1975). In this context, a larger board is theoretically
expected to provide broader perspectives in responding to social and environmental expectations.
However, the result indicates that merely increasing the number of board members is not sufficient to
reduce greenwashing.

This finding suggests that board size alone does not necessarily determine whether firms pursue
legitimacy through substantive environmental practices or symbolic sustainability disclosure.
Although larger boards may provide more diverse knowledge and experience, their effectiveness
depends on whether board members are able to translate these resources into credible environmental
accountability. When sustainability issues are not treated as a strategic priority, a larger board may
still fail to prevent firms from using environmental disclosure as a symbolic tool to maintain
legitimacy. Therefore, the insignificant result indicates that the quantity of board members does not
automatically reduce the legitimacy gap between environmental communication and actual
environmental practices.

This result is consistent with Ghitti et al. (2024), who show that a larger number of board members
is not necessarily effective in preventing greenwashing. Previous studies also suggest that larger
boards may face coordination, communication, and decision-making difficulties, which can reduce
their effectiveness in addressing complex corporate issues (Bernini et al., 2023). In the context of
sustainability, board size may become merely a formal governance attribute when it is not
accompanied by environmental awareness, competence, and commitment. Thus, this study indicates
that reducing greenwashing requires not only a larger board structure, but also board members who
are substantively capable of ensuring that sustainability disclosure reflects actual environmental
practices. Overall, the finding implies that legitimacy cannot be maintained simply through formal
governance structures, but must be supported by substantive environmental accountability.

The results indicate that board independence does not have a statistically significant effect on
greenwashing practices. This finding suggests that the presence of independent commissioners does
not necessarily reduce firms’ tendency to engage in misleading sustainability disclosure. Therefore,
H3 is not supported. From the perspective of legitimacy theory, firms seek to maintain social
acceptance by aligning their actions and disclosures with societal values and expectations (Dowling
& Pfeffer, 1975). However, this result indicates that the formal presence of independent
commissioners has not been sufficient to ensure that sustainability disclosure reflects substantive
environmental practices. In this context, board independence may function more as a formal
governance attribute that helps firms appear legitimate, rather than as a mechanism that effectively
reduces symbolic environmental claims.

This finding also suggests that independent commissioners have not yet been able to close the
legitimacy gap between environmental communication and actual environmental conduct. Although
independent commissioners are theoretically expected to encourage more credible and transparent
disclosure, their presence alone does not guarantee that firms will avoid greenwashing. In Indonesia,
this condition may occur because the appointment of independent commissioners is often driven by
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regulatory compliance rather than by a substantive commitment to strengthen environmental
accountability. Under OJK Regulation No. 33/POJK.04/2014, public companies are required to ensure
that at least 30% of their board of commissioners consists of independent members. However, when
independence is treated merely as a formal requirement, it may provide symbolic legitimacy without
necessarily improving the credibility of sustainability reporting.

This result reflects the possibility that formal governance structures are insufficient to prevent
greenwashing when they are not supported by actual independence, relevant competence, and strong
commitment to sustainability issues. In line with legitimacy theory, firms may adopt governance
structures to demonstrate conformity with social and regulatory expectations, yet such structures may
remain symbolic if they do not lead to substantive changes in environmental practices. Bebchuk &
Weisbach (2010) emphasize that the effectiveness of independent commissioners depends on their
actual independence and ability to influence corporate decision-making. Similarly, Naciti (2019)
shows that board independence does not always improve corporate sustainability performance.
Therefore, this study indicates that board independence alone is insufficient to reduce greenwashing
unless it is accompanied by substantive environmental accountability and genuine governance
effectiveness.

The results indicate that the interaction between board gender diversity and government pressure
has a negative and statistically significant effect on greenwashing. This suggests that government
pressure strengthens the negative effect of board gender diversity on greenwashing. Accordingly, H4
is supported. From the perspective of legitimacy theory, firms seek to maintain social acceptance by
aligning their actions and disclosures with societal values, norms, and regulatory expectations
(Dowling & Pfeffer, 1975). In this context, government pressure represents an external legitimacy
demand that encourages firms to demonstrate credible environmental responsibility. When firms face
stronger government pressure, symbolic environmental claims become riskier because they may
create a legitimacy gap between what firms communicate and what they actually do.

The significant moderating effect indicates that board gender diversity becomes more effective in
reducing greenwashing when firms operate under stronger government pressure. The presence of
women on the board may increase sensitivity to ethical, social, and environmental expectations,
thereby encouraging firms to respond to government pressure through more substantive sustainability
practices rather than symbolic disclosure. This finding implies that gender-diverse boards help firms
maintain legitimacy not merely by improving corporate image, but by strengthening the credibility of
environmental disclosure. Therefore, the interaction between internal board diversity and external
government pressure reduces the tendency of firms to use greenwashing as a symbolic legitimacy
Sstrategy.

This result is consistent with Elsheikh et al. (2024), who find that female board participation
strengthens the effect of institutional pressure in improving sustainability performance and reducing
greenwashing. Similarly, Wu et al. (2023) show that female directors are more responsive to
environmental policies and are more likely to transform external pressure into substantive
environmental actions. Overall, this finding supports the argument that board gender diversity and
government pressure complement each other in reducing greenwashing. From the legitimacy theory
perspective, firms with more gender-diverse boards are better able to respond to regulatory
expectations by maintaining legitimacy through substantive environmental accountability rather than
misleading sustainability disclosure.

The analysis further shows that the interaction between board size and government pressure is not
statistically significant. This indicates that government pressure does not moderate the effect of board
size on greenwashing. Accordingly, HS is not supported. From the perspective of legitimacy theory,
larger boards are theoretically expected to provide broader perspectives in responding to social and
regulatory expectations. However, the insignificant result suggests that the number of board members
alone does not determine whether firms are able to respond substantively to government pressure. In
other words, larger boards do not automatically reduce the legitimacy gap between environmental
communication and actual environmental practices.

This finding indicates that board size may remain a formal governance attribute rather than a
substantive mechanism for addressing greenwashing. Although government pressure creates external
legitimacy demands, such pressure does not necessarily make larger boards more effective in reducing
symbolic sustainability disclosure. A larger board may provide more members and perspectives, but
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without sufficient environmental competence, commitment, and coordination, it may fail to translate
regulatory pressure into credible sustainability practices. Therefore, the absence of a moderating effect
suggests that formal board structure alone is insufficient to ensure that firms maintain legitimacy
through substantive environmental accountability.

This result is consistent with Chen & Dagestani (2023), who argue that board size does not always
function as an effective mechanism in constraining greenwashing, even when firms are exposed to
external pressure. Farisyi (2023) also emphasize that regulatory pressure does not necessarily
strengthen the relationship between corporate governance mechanisms and greenwashing when such
pressure is unable to induce substantive behavioral change. Thus, from the legitimacy theory
perspective, this finding implies that government pressure cannot strengthen the role of board size
when the board’s capacity to respond to sustainability issues remains limited. Reducing greenwashing
therefore requires not only compliance with formal governance structures, but also substantive board
capability in ensuring the credibility of environmental disclosure.

The analysis reveals that the interaction between board independence and government pressure has
anegative and statistically significant effect on greenwashing. This indicates that government pressure
strengthens the negative effect of board independence on greenwashing. Accordingly, H6 is
supported. From the perspective of legitimacy theory, firms seek to maintain social acceptance by
ensuring that their actions and disclosures are consistent with societal values, public expectations, and
regulatory demands (Dowling & Pfeffer, 1975). In this context, government pressure represents an
external legitimacy demand that increases firms’ need to demonstrate credible sustainability practices.
When such pressure is strong, firms face greater legitimacy risks if their environmental disclosures
are perceived as misleading or inconsistent with actual environmental performance.

The significant interaction suggests that independent boards become more effective in reducing
greenwashing when firms are exposed to stronger government pressure. Independent commissioners
are expected to provide more objective judgment in evaluating whether sustainability disclosures
reflect actual corporate practices. Under strong government pressure, this role becomes more
important because firms must respond not only to internal governance expectations, but also to
external regulatory demands. Therefore, board independence may help firms maintain legitimacy by
reducing symbolic environmental claims and encouraging more credible sustainability reporting.

This finding indicates that government pressure strengthens the ability of independent boards to
close the legitimacy gap between environmental communication and actual environmental practices.
When regulatory scrutiny increases, independent commissioners are more likely to challenge
sustainability disclosures that are merely symbolic or potentially misleading. As a result, firms with
stronger board independence are less likely to use greenwashing as a strategy to gain or maintain
legitimacy. Chauhan & Kumar (2018) explain that the role of boards in reducing manipulation in
sustainability disclosure becomes more significant under strong regulatory pressure. Similarly,
Sebrina et al. (2023) show that external pressures, such as government regulation, can strengthen the
influence of independent boards in enforcing good corporate governance principles.

Overall, this finding suggests that board independence and government pressure complement each
other in reducing greenwashing. From the legitimacy theory perspective, independent commissioners
help firms respond to government pressure through more transparent and accountable sustainability
disclosure. Thus, the combination of substantive board independence and strong regulatory pressure
encourages firms to maintain legitimacy through actual environmental accountability rather than
symbolic disclosure.

5. Conclusion

This study aims to examine the effect of corporate governance on greenwashing and the
moderating role of government pressure. The results indicate that among the three governance
indicators tested only board gender diversity has a significant negative effect on greenwashing. This
implies that a higher proportion of female commissioners is associated with a lower likelihood of
misleading sustainability reporting. By contrast, board size and board independence do not exhibit
significant direct effects on greenwashing.

With regard to external pressure, government pressure strengthens the negative effects of both
board gender diversity and board independence on greenwashing, suggesting that regulation and
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governmental oversight enhance the effectiveness of board monitoring in constraining manipulative
sustainability reporting practices. These findings indicate that the influence of corporate governance
on greenwashing becomes more pronounced when firms operate under stronger regulatory pressure
or state ownership.

From a theoretical perspective, these findings enrich the application of legitimacy theory by
demonstrating that the effectiveness of corporate governance depends not only on internal structural
mechanisms but also on the strength of external institutional pressure shaping corporate behavior.
Practically, the results imply that regulators should strengthen sustainability policies, ESG audits, and
sanctioning mechanisms to enhance the monitoring function of corporate boards. For firms, the
findings underscore the importance of building inclusive and independent governance structures
beyond mere formal compliance. For civil society, NGOs, and the media, active engagement in
monitoring corporate disclosure practices remains crucial for fostering a transparent and sustainable
business environment.

This study has several limitations. It relies on only three governance indicators and one main form
of external pressure, and the measurement of greenwashing remains based on narrative content
analysis. Future studies are encouraged to incorporate additional governance variables, such as
managerial ownership and the presence of sustainability committees, as well as other sources of
pressure, including investor or media pressure. The use of text mining or semantic analysis is also
recommended to improve the objectivity of greenwashing measurement. Furthermore, the integration
of institutional theory and agency theory in future research is expected to provide a more
comprehensive understanding of how governance mechanisms and external pressures jointly shape
corporate greenwashing behavior.
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