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ABSTRACT

This research paper focuses on green governance and its role of boards in driving environmental
sustainability and also studies the conceptual framework on CSR and environmental sustainability. The
modern interpretation of CSR took hold during the 1960s when movements for labour rights, racial equality,
and environmental protection took centre stage. Corporate social responsibility acknowledges that a
company’s performance cannot be measured by profit alone but relies on its social and environmental impacts.
This is an attempt to study the role of green governance based on descriptive method and focused on
conceptual framework of data and information. The article reveals the relationship between green governance

and sustainability
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Introduction

Climate change, biodiversity loss as well as depletion of natural resources have become challenges of
paramount concerns among contemporary businesses that need to align their priorities to the environmental
dimensions of sustainability. Due to the constant pressure on corporations by stakeholders, governments, as
well as investors to be responsible in their operation, their corporate governance is being restructured to reflect
the attributes of environmental values. Green governance is described as a combination of the consideration
of environmental issues in corporate decision-making and governance processes. It places sustainability on
the board level and asks directors to integrate the environmental aspirations into the long-term business

strategy, risk management, and company measures.
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This article examines how the role of corporate boards in promoting sustainability in the environment has
changed. It addresses theoretical frameworks, practical governance mechanisms, issues, world trends and
makes recommendations to advise and enhance leadership at the board level towards handling environmental

responsibilities.
Research Objectives

1. To study green governance

2. To understand the relationship between green governance and boards

Theoretical Foundations of Green Governance

Several and important theoretical approaches may be utilized in explaining the shift towards
environmental accountability in governance. In the always-in-vogue stakeholder theory of corporate
responsibility, companies owe duties to shareholders, but also to more diverse stakeholders, such as
communities, ecologies, and future generations (Aguilera et al., 2021). Boards that embrace this lens should

put into account the impact that its activities have on the environment and social wellbeing.
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Figure 1: Agency theory
(Source: Asni and Agustia, 2022)

Agency theory, which investigated the alignment of the interests of the managers and the shareholders,
IS changing to incorporate the ESG performance. Sustainability results are currently regarded as constituent
of sustainable growth and are hence subject to fiduciary board supervision. The Corporate Social
Responsibility (CSR) was handled as an auxiliary activity. But as the level of investor and regulatory
anticipations increases CSR has been integrated into the core of governance. Environmental sustainability is
not a voluntary reporting, or a charity anymore, but an inseparable part of the performance evaluation, a board
charter, and an executive compensation. This conceptual progression forms the foundation of a more strategic
and systematic role of boards in dealing with sustainability issues, as they shift in an active role of leadership

when compared to their passive role in oversight.
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Environmental Challenges and Corporate Accountability

There are numerous environmental issues, which boards cannot ignore as they have direct bearing on
their business operations and reputation. Besides the physical risks (e.g., extreme weather events) and the
transition risks (e.g., regulation, carbon pricing) brought by climate change, the company may face impeding

operation and a decrease in asset values (Asni and Agustia, 2022).

Therefore, risk related to climate should be part and parcel of the corporate risk management.
Simultaneously the expectations of the investors are changing. The sustainability is an issue in which
shareholders and asset managers are growingly interested in knowing about and taking action. The
consideration of ESG performance in leading firms, such as BlackRock, in their investment choice and vote
at the board level has been commendable, which has compelled firms to enhance governance related to climate

concerns.

Role of the Board in Environmental Oversight

Boards have to be central in getting the sustainability into the heart of business strategy and
governance. Their role includes shaping strategic direction of the organization that comes to include climate
objectives and sustainable resource consumption, and the principles of the circular economy. The board
should make sure environmental priorities are captured in the mission, values and objectives of the company.
Good governance also includes the inclusion of the climate and environmental risks to the risk management

body of the organization (Haque and Ntim, 2018).

This will entail examining environmental risk reports, knowledge of regulatory trends and scenario
planning such as one suggested by the Task Force on Climate-related Financial Disclosures (TCFD). In order
to cope better with the notion of sustainability, numerous firms have been forming specific board-level ESG
or sustainability committees. The areas of concern of these groups are to put environmental targets in line
with business operations and to coordinate them across the functions. Board composition is another important
aspect. The expertise of directors in environmental science or sustainability can help board members evaluate
the challenging issues on climate better and interact knowledgeably with experts. PwC (2022) stated that less
than a fifth of directors in large companies have any ESG-specific work experience, which explains why new

recruitments and trainings are necessary.

Board Leadership and Corporate Culture

The leadership of a company is frequently reflected in its culture and as far as environmental
sustainability is concerned; leadership undertaken by boards is very important. Sustainability as an
organizational driving force will eek into the organizational actions and decision-making when it is promoted
at the top. The company incentive structure to sustainability is one of the most important levers that boards
can employ. Such firms as Microsoft and Unilever have already implemented the performance-based

compensation linked to the environmental indicators, which is an indication that the sustainability issue is as
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vital as the profit (Moussa et al., 2024). The board should also embrace good health through governance,
which embraces transparency and integrity about environmental reporting. By preventing greenwashing and

proper representation of climate measures, one strengthens the investor and consumer confidence.

Board shapes a culture of sustainability, which in turn enables board inspiration and encourages
employees to take part in environmental activities. This cultural convergence in turn assists corporations to
transition quicker to regulatory change, efficiently use their resources, and establish a good brand reputation,

all this facilitated by obvious values and priorities of the board in question.

Case Examples of Effective Green Governance

There are some top companies which are a good example of green governance practices. Unilever is
notable through its Sustainable Living Plan, which had been overseen on the board level. The directors of the
company took regular reviews of the environmental advancements and aimed at high performance
expectations of emissions, packaging and resources utilization. Unilever has been conducting a consistent
sustainability reporting, which has helped in increasing its reputation and increasing the attractiveness to its

long-term investors.

Patagonia, which is privately owned apparel company shows how a company can incorporate
environmental ethics within ownership and governance forms of organizing (Naciti, 2019). The board of a
company insists on the preservation of nature and in 2022 the company founder Yvon Chouinard sold the

company to a trust which distributes all profits in environmental organizations.

Apple and Microsoft have adhered to specific ESG board committees. An example of clear association
between board control and the environment is the executive bonus being pegged on carbon reduction and
conservation of water, especially in the case of Microsoft. These cases indicate that the board participation,
an explicit policy framework and rotational controls can make the difference between actual sustainability
results. Conscionable boards are able to make this profitability-planetary-responsibility match successful.

Challenges Boards Face in Driving Environmental Sustainability

In spite of the improvements, there are a number of challenges that boards need to address in the
furtherance of the governance of the environment. Most of them do not have directors who understand issues
of sustainability causing uninformed decisions on climate complications. A 2023 survey has shown that the
majority of business boards continue attaching more importance to financial experience rather than ESG
expertise. There are market and shareholder pressures that are also short term. Short-term quarterly

profitability may swamp long-term environmental planning and dedication of money in green innovation.

Also, there are threats of greenwashing. Unless it is committed and straight-forwarded, companies
might put out false stories about their green initiatives, and this may lead to reputation and regulatory costs.

Environmental impacts are significant and unpredictable, so boards can hardly measure the performance of
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sustainability or calculate the degree of profitability. To deal with these challenges, structural changes,

education, and strategic view need to be long term.

Global Trends and the Future of Green Governance

Green governance is dawning internationally with respect to new standards and inclinations of
stakeholders. The emergence of ESG reporting frameworks (TCFD, ISSB, and GRI) have encouraged
business entities to publish the climate-related risk in a more transparent way. Responsible companies want
to gain investor confidence not a strange animal, since it is becoming encouraged to practice integrated
reporting. Changing board dynamics is also driven by investor activism. One response is growing pressure
they exert on shareholders to act on climate through lobbying on board elections of ExxonMobil and other

large companies (Elsayih et al., 2021).

Improvement in technology is improving board oversight. Climate risk modelling, artificial
intelligence, and blockchain are such tools that provide real-time monitoring of the environmental
performance and compliance. In the meantime, mandatory forms of sustainability governance are being
injected through regulatory change. Companies in the EU and sections of Asia will now have to report
emissions, and certain companies will have to have ESG specialists on boards.

Recommendations for Strengthening Board-Level Environmental Governance

In order to promote the promotion of sustainability in corporate governance, boards have to boost their
capacity and design. First, there is a need to introduce training programs that will help the directors develop
environmental literacy, including the ability to process the ESG information and understand climate risk.

There is also the need to have official sustainability boards that are put in place by organizations
(Naciti, 2019). Such bodies have the potential to monitor the environment in regards to green objectives,
coordinate, amongst other departments and be responsive towards engaging the stakeholders on a regular
basis. Climate risk reviews should be institutionalized by boards to pursue environmental scenarios that are
being part of financial planning and strategic boardroom discussions. Finally, enhanced stakeholder
interaction, including NGOs, regulators and local people, can also guide board decisions and stamp it with
credibility.

Conclusion

Corporate boards are at the middle of the global movement toward sustainable environment.
Envisioning to realize long-term value and innovation, boards, by utilizing environmental issues in strategy,
culture and accountability systems, not only succeed to neutralize risk, but to also convert their investment.
This paper has explained that the ranges of theoretical frameworks, governing instruments, and leadership
cases show the immense importance of boards in green transition. Green governance needs to be changed to
something mandatory as climate risks tighten. The proactive boards dealing with the environmental issues

effectively will create resilient organizations that will be able to adapt even to the rapidly changing world.
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This future of politics is neither in financial management but the kind of leadership where profits should be

maintained with the responsibility to the planet. To the boards, the way ahead is open: sustainability is not

only good business, it is good governance.
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