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Abstract
Purpose: This study investigates whether corporate governance (CG) mechanisms impact financial performance (FP) in FTSE 350 corporations, and if Environmental, Social, Governmental (ESG) performance modifies this connection. It answers to the continuing mixed findings in CG-FP research, as well as the restricted number of FTSE 350 studies that use ESG as a moderator instead of a direct forecast.
Design / Methodology: Grounded on agency theory, stakeholder theory, and the resource-based view approach, the study uses a quantitative explanatory design with secondary data from the London Stock Exchange Group (LSEG), Yahoo Finance and annual reports. A selective, market capitalisation filtered sample of six FTSE 350 companies is examined. CG is implemented through board independence, board size, CEO duality, ownership concentration, and audit committee effectiveness; ESG performance through LSEG pillar and composite scores; and FP through Return On Assets (ROA) and Return On Equity (ROE). Analytical methods involve utilising descriptive statistics, Pearson correlation, and hierarchical regression with interaction factors.
Findings: CG mechanisms are statistically significant for ROE (p =.038), driven mostly by ownership concentration and annual audit meetings, but have no similar influence on ROA (p =.147). Board independence is moderately significant, while board size has no influence. ESG performance has no substantial direct association with ROA or ROE, and extreme multicollinearity within ESG pillars makes interpretation difficult. The four-term model (Board Size × ESG, Board Independence × ESG, Ownership Concentration × ESG, Audit Meetings × ESG) is estimable but does not show any significant moderating for ROA or ROE.
Practical Implications: The results suggest that governance quality, namely ownership dispersion and audit committee engagement, may be more important for ROE than ROA. Boards and stewardship teams may utilise these insights to favour governance improvements above ESG investments when aiming for accounting-based results. Regulators may also be aware of the methodological hurdles associated with assessing multi-way interactions in tiny FTSE 350 subsamples.
Originality / Value: The study combines agency, stakeholder, and resource-based viewpoints into a unified FTSE 350 moderation framework, demonstrating the methodological challenges of modelling ESG moderation in small, stratified samples. It makes a theoretical contribution by defining when CG mechanisms link to FP, as well as underlining the situations under which ESG does not modify this relationship.
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[bookmark: _Toc237010656]1.Introduction
[bookmark: _Toc237010657]1.1 Background of the study
Company governance (CG) measures, such as board size, board independence, CEO duality, ownership structure, and audit committee efficacy, have a significant impact on management decision-making, organizational supervision, and company performance (Arsh et al., 2025). These techniques increase board responsibility, safeguard shareholders, and impact strategic decision-making. Along with governance, Environmental, Social, and Governance (ESG) performance has emerged as a key measure of an organization's capacity to manage sustainability risks and produce long-term value (Ahmad, Mobarek and Roni, 2021). Despite their expanding relevance, scant research has evaluated the combined impact of corporate governance and ESG performance on the financial performance (FP) of FTSE 350 businesses (Ahmad, Mobarek and Raid, 2023).
The UK's corporate governance structure has changed significantly since the Cadbury Report (1992), culminating in consecutive amendments of the UK Corporate Governance Code (2024). Complementary policies, such as the Companies Act of 2006, Streamlined Energy and Carbon Reporting, and the Task Force on Climate-related Financial Disclosures, have increased corporate responsibility by enhancing governance standards and ESG disclosure requirements. As a result, ESG performance now has a significant impact on investment decisions, business value, and capital allocation (Aydoğmuş, Gülay and Ergun, 2022).
Additionally, empirical research implies that corporate governance improves financial performance, however the relationship is uneven. Aibar Guzmán et al. (2024) show that effective governance improves climate-risk supervision and long-term competitiveness, whereas Paniagua, Rivelles and Sapena (2018) find favorable relationships between governance quality and return on equity (ROE). Darko, Aribi, and Uzonwanne (2016) discover that, while concentrated ownership and female board presence boost business performance, more board independence and more frequent audit committee meetings may lower it. These mixed findings show that contextual factors, particularly ESG performance, can affect the governance-performance link.
In parallel, ESG has become an important component of CP evaluation, assessing organizations' environmental, social, and governance activities (Gillan, Koch and Starks, 2021). The environmental dimension represents how organizations manage their environmental consequences (Handoyo and Anas, 2024), whereas the social dimension includes labor practices, employee welfare, consumer interactions, and community participation (Becchetti et al., 2022; Boufounou et al., 2023). The governance pillar prioritises transparency, ethical leadership, and shareholder protection (Handoyo and Anas, 2024). The growing relevance of ESG is mirrored in the rapid rise of sustainable investing (Cornell, 2021), with global ESG assets topping $30 trillion in 2022 and anticipated to reach $40 trillion by 2030 (Giannopoulos et al., 2026).
Consequently, the relationship between ESG and FP is predominantly positive. Friede, Busch and Bassen (2015) discovered that over ninety percent of empirical research identified positive or neutral relationships between ESG and FP. Furthermore, ESG disclosure improves corporate transparency, lowers information asymmetry, and adds value, especially for organisations with ESG-focused shareholders and higher agency expenses (Chen and Xie, 2022). These findings suggest that ESG may enhance the efficacy of CG in improving FP.
Furthermore, according to Agency Theory, governance effectiveness reduces agency conflicts and monitoring costs (Jensen and Meckling, 1976; Fama and Jensen, 2019), whereas Stakeholder Theory and the Resource-Based View contend that ESG capabilities improve organisational legitimacy, strengthen stakeholder relationships, and create long-term competitive advantages (Freeman, 1984; Barney, 1991). However, the moderating influence of ESG performance has received little attention. Existing research usually looks at corporate governance and ESG separately, ignoring their possible relationship (Kyere and Ausloos, 2021; Hu, Lin, and Tosun, 2023). This study addresses a significant conceptual and practical gap by investigating whether ESG performance modifies the relationship between CG and FP of FTSE 350 companies, offering a better comprehensive understanding of governance, sustainability, and creating long-term value.
[bookmark: _Toc237010658]1.2 Problem of the Statement
This study fills three major gaps in previous studies. FTSE 350 governance studies sometimes examine discrete processes or depend solely on FTSE 100 samples, limiting their applicability to the more diversified mid cap size FTSE 350. The evidence on ESG's direct financial consequences is likewise contradictory: Buallay (2019), Alareeni and Hamdan (2020), and Sandberg, Alnoor, and Tiberius (2023) all indicate mixed environmental and social implications on ROA and ROE.  Most importantly, it is unknown if ESG performance moderates the relationship between governance and financial performance. Moussa, Elmarzouky, and Shohaieb (2024) emphasise the lack of a single UK moderation model that incorporates ESG pillars and internal governance procedures. Using a market capitalization-stratified FTSE 350 sample, this study investigates governance impacts, ESG effects, and ESG's moderating influence. Consistent with this motive, Giannopoulos et al. (2026) discover that ESG enhances ROA but not ROE, showing small metric-dependent impacts.
[bookmark: _Toc237010659]1.3 Research Question
RQ1: How does CG mechanisms impacts FP of FTSE 350-listed organisations?
RQ2: How does ESG performance influence the FP of FTSE 350-listed organisations?
RQ3: Does ESG performance moderate the relationship between CG mechanisms and FP of FTSE 350 organisations?
[bookmark: _Toc237010660]1.4 Research Aims and objectives
1.4.1 Research Aim
The purpose of this study is to investigate the impact of CG mechanisms on the FP of organisations and to examine the moderating role of ESG performance in this relationship of FTSE 350 companies.
1.4.2 Research Objectives
1. To examine the influence of CG mechanisms on FP of FTSE 350-listed organisations.
2. To evaluate the effect of ESG performance on FP of FTSE 350 organisations.
3. To examine whether ESG performance moderates the relationship between CG and FP of FTSE 350 organisation. 
[bookmark: _Toc237010661]1.5 Significance of the Study
The study provides three complementary contributions. It contributes to academic literature by combining agency theory, stakeholder theory, and the resource-based approach into a single moderation framework, addressing a Moussa, Elmarzouky, and Shohaieb's (2024) call urging to regard ESG performance as a conditioning-based variable instead of a direct predictor. It also adds statutory significance by informing the Financial Reporting Council's (2024) review of the UK Corporate Governance Code and ESG disclosure regulations, providing evidence on whether the governance as well as sustainability provisions strengthen one another within FTSE 350 firms, which is critical for successful compliance or explanation and mandatory reporting regimes. Practically, the study informs boards, investors, and asset managers by demonstrating whether stronger ESG performance improves financial returns in relation to governance quality, impacting allocation of capital, stewardship priorities, and the sequential execution of governance as well as sustainability reforms among FTSE 350 constituents.
[bookmark: _Toc237010662]1.6 Scope and limitation of the study
The analysis is limited to FTSE 350 companies and relies on secondary, publicly accessible data for fiscal year 2025, augmented with the most current governance and ESG filings. The sample consists of six carefully chosen enterprises covering each market capitalisation band, providing analytical depth and cross-band coverage but restricting statistically generalisation to all 350 members. The research is quantitative and uses accounting-based measurements (ROA and ROE), excludes market-based indicators like Tobin's Q, enterprises outside the FTSE 350 (including AIM listed corporations), and banking sector organisations with different regulatory regimes. These restrictions, which are explained further in the limitations of the study section, establish the study's empirical bounds.
[bookmark: _Toc237010663]2. Literature Review
This part provides a comprehensive and thematically organised examination of existing literature on CG, ESG performance, and FP, tying each thematic strand to the study's three guiding research objectives and underlying conceptual framework. It then articulates the theoretical underpinnings and philosophical assumptions that underpin the investigation, before outlining the study gap which requires and ultimately shapes the empirical technique produced in the next methodological section.
[bookmark: _Toc237010664]2.1 Corporate Governance and Financial Performance
Established predominantly on agency theory, which contends that governance structures monitor managerial behaviour and match managerial incentives with shareholder interests, CG quality is closely associated with firm level financial performance in FTSE 350 and larger London Stock Exchange samples (Meckling and Jensen, 1976). In the analysis of 252 companies that significantly overlap with the FTSE 350, Kyere and Ausloos (2021) demonstrate that ROA and Tobin's Q are correlated with board size, board independence, CEO duality, and audit committee meetings, supporting interpretations of governance effectiveness based on both agency and stewardship.
2.1.1 Board Independence
Board independence, as defined by the number of non-executive directors, remains one of the most contentious governance measures in FTSE-listed companies. The evidence consistently reveals context-dependent rather than universal effects. Hu, Lin, and Tosun (2023) discover that independence boosts monitoring and improves performance, particularly when firm-specific demand drops, implying that its importance increases amid operational stress. Agarwal and Singh (2020) propose that independent directors improve profits quality while lowering agency expenses. Florackis (2005) finds a positive but modest connection, noting that the UK's non-confrontational board culture may restrict independence's monitoring power. In contrast, Hosny and Elgharbawy (2022) find negative and significant associations between numerous independence proxies and ROA and Tobin's Q across FTSE 350 businesses, emphasising the importance of measurement, model design, and sampling time. Overall, board independence emerges as a conditional mechanism, effective only when institutional norms, market conditions, and firm-specific monitoring requirements all coincide.
2.1.2 Board Size
Board size, expressed as the number of directors, has both positive resource-based impacts and negative agency-related coordination costs. Larger boards can improve monitoring, information flow, and strategic supervision, but they also risk making slower decisions and reducing accountability. Empirical evidence reflects this tension. Yusuf and Sherif (2020) demonstrate that board features link with performance across FTSE indexes, albeit in varied directions and magnitudes, emphasizing the significance of examining the whole capitalization spectrum rather than just big size enterprises. More recent research has found that stronger governance structures, including well-sized boards, enhance financial performance, whereas Aladwey, Elgharbawy, and Ganna (2022) argue that large boards mitigate information asymmetry up to an optimum level, after which inefficiency emerges. Thus, board size is advantageous when it enhances knowledge without compromising strategic agility.
2.1.3 CEO Duality
CEO duality, where the CEO serves as the board chairman, centralizes authority and represents a trade-off between agency theoretic hazards and stewardship-based advantages. Agency theory predicts weak oversight and worse performance, but stewardship theory argues that united leadership can improve strategy coherence. Empirical results remain varied. Cannella and Lubatkin (1993) indicate positive ROE benefits, however Yu (2023) demonstrates very varied results influenced by institutional environment and ownership structure. Aladwey, Elgharbawy, and Ganna (2022) provide more key data indicating that duality affects monitoring quality and transparency. However, Kyere and Ausloos (2021) find no significant relationship between ROA and Tobin's Q in UK businesses, showing that duality neither damages nor enhances performance in this scenario. Overall, CEO duality appears to be a weak and context-dependent governance lever, influenced more by institutional norms and firm-specific monitoring requirements than by structural design alone.
2.1.4 Ownership Concentration
Ownership concentration is assessed by the collective ownership of the largest blockholders: concentrating holdings may improve monitoring incentives but increase minority shareholder expropriation concerns (Fama and Jensen, 2019). Evidence indicates that its effects are largely situation dependent. Yu (2023) discovers more beneficial benefits in emerging markets than in the scattered ownership arrangements characteristic of FTSE 350 companies. Crisis-focused research (Mitton, 2002; Lemmon & Lins, 2001) indicate that distributed ownership and higher transparency promote resilience, whereas concentrated ownership can exacerbate losses when control authority surpass cash flow rights. However, these investigations do not empirically integrate concentration of ownership in their models, thus their results are theoretically reasonable but not directly validated by the facts. Overall, ownership concentration is a contingent mechanism, with its worth determined by institutional protections and the balance of monitoring positive effects vs taking over risks.
2.1.5 Audit Committee Effectiveness
Audit committee effectiveness, determined by meetings intervals and autonomy, is often connected with better monitoring, transparency, and financial performance. Kyere and Ausloos (2021) demonstrate that more regular audit committee meetings are associated with higher reporting quality, thereby supporting the agency theory perspective that robust monitoring minimizes information asymmetry. Affes and Jarboui (2023) argue that audit effectiveness improves internal control and restricts managerial discretion, resulting in more reliable financial reporting and greater ROE. However, their research incorporates audit effectiveness into a composite governance score, which limits the ability to isolate its independent influence. Li (2022) emphasises internal audit as a critical method for building governance frameworks and maintaining regulated company operations. Overall, while evidence strongly correlates audit effectiveness to better outcomes, conclusions are limited by measurement choices and the frequent confusion of audit quality with larger governance characteristics.
[bookmark: _Toc237010665]2.2 ESG Performance and Financial Performance
ESG performance has been identified as the primary predictor of firm-level results, with a growing body of research examining its direct link with financial success, especially inside the FTSE 350. Aydoğmuş, Gülay, and Ergun (2022) found significant relationships between individual and total ESG ratings, company value, and profitability in Refinitiv data. Din et al. (2022) also found good connections with Tobin's Q and ROA in developing market businesses. FTSE-specific research is more limited: Ahmad, Mobarek, and Roni (2021) find that ESG ratings have a moderate but considerable positive effect on ROA but no effect on ROE, demonstrating how results are highly influenced by the financial metric used.
2.2.1 Environmental Performance
Environmental performance is the most inconsistent ESG pillar. According to Buallay (2019), environmental scores boost Tobin's Q while decreasing ROA and ROE, implying that environmental activities may sacrifice short-term profitability while increasing market valuation. Maji and Lohia (2024) observe comparable negative ROA impacts from environmental disclosure, but they explain this to underinvestment and inadequate disclosure rather than underlying financial penalties, arguing that insufficient transparency inhibits markets from detecting long-term environmental strategies. In contrast, Atz et al. (2023) demonstrate that good environmental performance frequently improves business financial results but does not always convert into improved investor returns, owing to data constraints and diverse ESG portfolio strategies. Overall, environmental consequences vary depending on the metric: accounting returns, market value, and investor performance all react differently to environmental activities, and disclosure quality has a significant impact on observed effects.
2.2.2 Social Performance
The social pillar, which includes worker, rights for people, society, and product liability principles, offers uneven financial outcomes. Some research show negative ROA and ROE relationships, while others show positive effects where strong social practices improve efficiency, employee productivity, and stakeholder trust, which is consistent with stakeholder theoretic argumentation that focusing on stakeholder requirements reduces relational risk (Freeman, 1984). According to Elamer and Boulhaga (2024), while social performance typically enhances financial results, it becomes vulnerable when ESG disputes occur, as reputational harm depresses market value; only credible, well-governed, and substantial ESG commitments offset this impact. Khan (2022) also finds a positive but context-dependent link, highlighting that while social performance frequently increases market value and decreases risk, its accounting-based impact is uneven due to institutional variances, disclosure quality, and short-term cost constraints.
2.2.3 Governance Performance
Governance pillar ESG ratings show a distinct and primarily indirect financial trend. According to Sandberg, Alnoor, and Tiberius (2023), governance scores lower businesses' cost of capital while having minor or negative relationships with ROA and ROE, showing that governance-related ESG advantages are mostly realized through valuation and finance channels rather than short-term accounting returns. Nirino et al. (2021) show that business conflicts continuously lower financial performance, particularly Tobin's Q, and that governance and other ESG practices do not mitigate this impact, implying that governance serves as a preventative measure rather than a remedy. According to Coelho, Jayantilal, and Ferreira (2023), successful climatic governance enhances financial performance, with greater impact when firms accomplish higher climate performance; governance functions as a strategic tool, integrating environmental concerns into decision making, minimizing risk, and enhancing trust among stakeholders. Pathan and Mohanty (2025) argue that governance performance improves business profitability and firm worth through oversight, transparency, and accountability; however, but that the impacts vary with company size, market maturity level, and ESG emphasis, thus making governance a variable facilitator rather than a guaranteed source of financial performance.
Overall, these data demonstrate that ESG-financial performance correlations in the FTSE 350 are pillar-specific, metric-dependent, and theoretically framed. Environmental activities may incur short-term expenses while increasing long-term value; social practices improve stakeholder connections but vary by context; and governance pillar scores impact capital market sentiment more than accounting outcomes. This mixed evidence emphasizes the need of disaggregating ESG analysis and demonstrates why the FTSE 350 continues to be an important setting for studying how ESG performance interacts with firm-level financial results.
[bookmark: _Toc237010666]2.3 ESG as a Moderating Variable
ESG performance is increasingly being seen as a moderator of the corporate governance-financial performance (CG-FP) connection since it augments monitoring-centered governance with validity and resource-driven capabilities. Strong ESG performance increases support from stakeholders and governance legitimacy (Freeman, 1984), whereas ESG capabilities serve as important, difficult-to-implement tools that enhance governance and promote its conversion into financial results (Barney, 1991). This establishes a consistent theoretical foundation for moderation. Mukhtar et al. (2025) demonstrate that ESG operates as context determining mechanism, thereby strengthening or weakening governance impacts based on ESG quality; however, ESG is not a universally positive moderator, as poor or inconsistent environmental, social, or governance practices could reduce governance positive outcomes. This logic is supported by information-based explanations: Sharfman and Fernando (2008) contend that high ESG ratings reduce residual risk, whereas Godfrey et al. (2009) demonstrate that ESG investment offers reputational insurance, implying that ESG improves governance effectiveness by decreasing risk and protects enterprises from reputational shocks.
However, empirical evidence on ESG moderation is very limited but generally encouraging. Moussa, Elmarzouky, and Shohaieb (2024) use FTSE All Share data from 2010 to 2021 to discover that internal governance quality positively moderates the link between ESG performance and market capitalization, with ESG-governance interaction factors providing significant positive coefficients in ROE models. In developing countries, ESG performance also moderates correlations between governance features such as board structure and diversity and firm value, however the direction and magnitude of impacts vary depending on governance feature and national context. On a larger scale, country-specific governance quality has been demonstrated to modulate the ESG-financial performance link across global panel data, with higher ESG impacts reported in jurisdictions with successful political, regulatory, and anti-corruption contexts. This strengthens the case for governance-ESG complementary characteristics in a well-governed index like the FTSE 350, where institutional circumstances favor such interaction effects.
[bookmark: _Toc237010667]2.4 Conceptual Framework
The conceptual framework suggests that the financial performance of FTSE 350 companies (measured by ROA and ROE) is influenced by CG mechanisms (board independence, board size, CEO duality, ownership concentration, and audit committee effectiveness) as independent variables, while ESG performance (environmental, social, and governance scores, along with a composite ESG score) is modelled as a moderating variable that strengthens (Moussa, Elmarzouky, and Shohaieb, 2024).
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[bookmark: _Toc236978916]Figure 1: Conceptual framework of the Study
[bookmark: _heading=h.m769fghi5h2]Source: Authors' Work.
[bookmark: _Toc237010668]2.5 Theoretical Foundations
This moderating logic is built upon three theoretical premises. Agency theory (Meckling and Jensen, 1976; Fama and Jensen, 2019) depicts the business as a network of contracts, with governance instruments such as independent boards, effective audit committees, CEO-Chair separation, and concentrated monitoring ownership lowering agency costs by increasing supervision. This offers the most direct causal relationship between governance structures and accounting-based success, and it supports RQ1 and Objective 1. According to stakeholder theory (Freeman, 1984), corporations improve their legitimacy, reputation, and trust by addressing stakeholder interests; ESG performance increases these connections, supporting both the direct financial impacts (RQ2) and the moderating function. Finally, the resource-based approach (Barney, 1991) sees ESG skills as valuable, scarce, and non-replaceable resources that supplement governance frameworks. Integrated ESG governance skills may either increase or diminish the CG-FP connection (Moussa, Elmarzouky, and Shohaieb, 2024), which directly supports the moderating logic in RQ3 and Objective 3.
[bookmark: _Toc237010669]2.6 Philosophical Underpinning
Ontologically, the study takes a realistic approach, treating CG structures, ESG performance, and FP as objectively existing organizational features that can be measured through external disclosures, in line with the realistic presumptions established by Creswell and Creswell (2017). Epistemologically, it is positivist in nature, generating knowledge via testable assumptions derived from agency theory, stakeholder theory, and the resource-based view, and evaluating it using statistical relationships between observable governance, ESG, and performance variables, reflecting Bryman's (2016) positivist orientation. Axiologically, the study aims for value neutrality, restricting the investigator's role to objective assessment and inference using publicly accessible information, while acknowledging that the selection of governance and ESG proxies reflects theoretical and disclosure-based decisions made by data providers such as LSEG.
Although examined collectively, the literature demonstrates three trends that constitute the research gap. First, CG-FP connections in FTSE 350 and associated London Stock Exchange samples are empirically established but directionally inconsistent, with variations between methods, time periods, and index coverage (Kyere and Ausloos, 2021; Hu, Lin, and Tosun, 2023). Second, ESG-FP findings in the FTSE 350 are equally mixed, with outcomes varying depending on the performance indicator and ESG pillar (Ahmad, Mobarek, and Roni, 2021; Sandberg, Alnoor, and Tiberius, 2023).  Third, and most importantly, relatively few FTSE 350 studies investigate ESG as a moderator of the governance-performance connection using samples that purposely span the whole capitalization range; Moussa, Elmarzouky, and Shohaieb (2024) highlight this governance-ESG interaction as an underexplored topic. This study is specifically designed to solve that gap.
[bookmark: _Toc237010670]3. Research Methodology
This section outlines the analytical technique used to investigate the impact of CG and ESG performance on the FP of FTSE 350-listed companies. The strategy strongly aligns with the three research questions indicated in the introductory section: RQ1 focuses on the link between CG and FP, RQ2 on ESG's direct effect on FP, and RQ3 on ESG's moderating role in the CG-FP relationship. To enhance the interpretation of quantitative data, a quantitative research approach is employed in conjunction with a theme reading of governance and sustainability disclosures. This mixed logic incorporation represents the multilayered methodological choices defined by Saunders et al. (2019), which ensures consistency across research topics, sources of data, and analytical techniques. The technique aims to improve methodological robustness by triangulating data from governance filings, ESG evaluations, and financial statements.
[bookmark: _Toc237010671]3.1 Research Design
A concise quantitative explanatory approach is used to investigate the causal links between CG, ESG performance, and FP in FTSE 350 corporations. Quantitative, based on assumptions, methodologies allow for formal assessment of theoretical predictions from agency, stakeholder, and resource perspectives, with limited generalization across the indices (Kyere and Ausloos, 2021; Ahmad, Mobarek, and Roni, 2021). Secondary, externally verified data are employed to minimize researcher bias, which is consistent with the study's positivist philosophy.
In addition to the population, it consists of all FTSE 350 enterprises taken from the London Stock Exchange Group (2025). To prevent the FTSE 100 bias identified by Yusuf and Sherif (2020), the index is divided into six market capitalisation bands, with the largest firm in each band chosen to guarantee representation throughout the whole capitalisation structure. Data are gathered from LSEG, Yahoo Finance, and business filings to guarantee objective and trustworthy measurement.
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[bookmark: _Toc237010697]Table 1: The FTSE 350's market-capitalization bands and the business chosen to symbolise each band.
Source: Authors' Work.
[bookmark: _Toc237010672]3.2 Data Sources and Collection Methods
Secondary data from different reliable sources were combined to increase reliability, validity, and triangulation. CG variables were taken from annual reports and governance statements obtained from LSEG, in line with FTSE 350 study on the CG-FP relationship (Kyere and Ausloos, 2021). ESG ratings were acquired from LSEG's Sustainability Ratings, which are consistent with previous FTSE 350 research (Ahmad, Mobarek, & Roni, 2021). FP data were sourced from annual reports, with ROA and ROE normalized via GBP conversions using Yahoo Finance exchange rates for USD and EUR reporting companies. The 2020-2024 timeframe includes the COVID-19 shock and recovery, characterized by volatility, operational disruption, and increased stakeholder attention on resilience and sustainability (Giannopoulos et al., 2026). Post-pandemic financial results are skewed and do not accurately represent enterprises' underlying performance. As a result, 2025 timeframe is taken for study which represents the first steady and methodologically adequate window for studying how corporate governance and ESG performance affect financial outcomes across FTSE 350 companies. The sample includes six FTSE 350 businesses, guaranteeing coverage across market capitalization bands. This multi-source strategy lowers measurement error and improves data trustworthiness.
[bookmark: _Toc237010673]3.3 Sampling Techniques
A purposive sample technique picks FTSE 350 companies with comprehensive and comparable CG, ESG, and FP data sets. The index is split into six market capitalization bands, and the largest firm in each band is picked, eliminating the FTSE 100 bias shown in previous research (Yusuf and Sherif, 2020; Hosny and Elgharbawy, 2022). This approach captures governance and transparency procedures across the whole capital structure, ensuring that each picked business reflects its tier. Although the sample only contains six businesses, collectively they constitute a structured cross section of the FTSE 350 rather than an arbitrary choice, facilitating the investigation of governance and ESG performance correlations across size segments.
[bookmark: _Toc237010674]3.4 Operationalisation of variables
All variables are gathered from secondary disclosures in annual reports, LSEG sustainability statistics, and corporate websites, in accordance with the conceptual framework and Objectives 1 through 3. Independent variables for CG mechanisms include board independence (Kyere and Ausloos, 2021; Hosny and Elgharbawy, 2022), board size (Yusuf and Sherif, 2020), CEO duality (Cannella and Lubatkin, 1993; Yu, 2023), ownership concentration (Fama and Jensen, 2019), and audit committee effectiveness (Kyere and Ausloos, 2021). ESG performance (environmental, social, governance, and composite ESG scores) is based on LSEG pillar ratings, with the composite score defined as a weighted average, as reported by Ahmad, Mobarek, and Roni (2021) and Moussa, Elmarzouky, and Shohaieb (2024). FP is assessed by ROA and ROE (Kyere and Ausloos, 2021; Sandberg, Alnoor, and Tiberius, 2023).
[bookmark: _Toc237010675]3.5 Data Analysis Techniques
A structured hierarchical regression strategy was used to empirically test the three research questions of the study. This resulted in three sequential models that were estimated separately for ROA and ROE using SPSS outputs, specifically the model summary, ANOVA, and coefficient tables. Together, these models provide the statistical evidence needed for rigorous model evaluation under a 95% significance level (α = 0.05, two tailed).
Model 1: Corporate Governance-Financial Performance (RQ1/Objective 1) evaluates the direct impact of governance mechanisms on firm profitability by defining Financial Performance = f(Board Independence, Board Size, Ownership Concentration, Audit Meetings per Year); in line with previous correlation results, CEO Duality and Audit Independence were excluded because they are constant throughout the sample and thus not estimable. Model 1a (ROA) and Model 1b (ROE) are two distinct estimates for this model.
Model 2: ESG-Financial Performance (RQ2/Objective 2) uses individual ESG pillars instead of the composite ESG score to assess the direct impact of ESG performance on ROA and ROE. This model is estimated as Model 2a (ROA) and Model 2b (ROE). Financial Performance = f(Environmental Score, Social Score, Governance Score) is specified.
Model 3: Moderation Model (CG × ESG - FP) (RQ3/Objective 3) expands the specification to Financial Performance = f(Moderate Value of Audit Meetings × ESG Composite, Moderate Value of Ownership Concentration × ESG Composite, Moderate Value of Board Independence × ESG Composite ,Moderate Value of Board Size × ESG Composite). This model, which is estimated as Model 3a (ROA) and Model 3b (ROE), tests whether ESG performance moderates the relationship between corporate governance and financial performance.
The ANOVA table provides the F statistic and degrees of freedom, indicating whether each regression model is statistically significant overall at the 95% confidence level; the coefficient table provides the unstandardised coefficients, standard errors, t values, and p values, allowing precise interpretation of whether each predictor is statistically significant (p < 0.05, two tailed) and the direction and magnitude of its effect; and the SPSS model summary reports R² and adjusted R², indicating the proportion of variance in ROA and ROE while accounting for model complexity. The shift in R² from Models 1 and 2 to Model 3 is the fundamental statistical test of moderation, demonstrating whether including CG × ESG interaction variables provides considerable explanatory power and directly addresses RQ3. This hierarchical modelling methodology allows for a cohesive and theoretically informed examination of direct and conditional impacts, assuring methodological compatibility with current empirical standards in corporate governance and ESG research.
[bookmark: _Toc237010676]3.6 Ethical consideration
To ensure openness and methodological consistency, only publicly accessible secondary data from annual reports, LSEG, and Yahoo Finance are utilized. No personal, private, or commercially sensitive information is collected, ensuring that the study meets ethical standards and data protection obligations. All governance, ESG, and financial variables are attributed to their original public sources, and the study does not violate any data provider usage guidelines. This dependence on independently audited, publicly published material reinforces dependability, decreases researcher bias, and supports the study's positivist design.
[bookmark: _Toc237010677]4. Data Analysis and Findings 
[bookmark: _Toc237010678]4.1 Descriptive Statistics Analysis
Descriptive statistics provide an overview of the data and show patterns in FP, ESG ratings, and governance structures throughout the sample (n = 6) prior to inferential testing. Every conclusion is derived directly from the output of SPSS Descriptives (valid n = 6, missing = 0, for each variable).
[bookmark: _Toc237010679]4.1.1 Corporate Governance Variables
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[bookmark: _Toc237010698]Table 2: Descriptive statistics for corporate governance variables.
Source: Authors' Work.
In accordance with UK Corporate Governance Code criteria for FTSE 350 companies (Financial Reporting Council, 2024), the sample's board structures were comparatively large and consistently independent, with boards ranging from 10–14 directors (M = 11.50, SD = 1.643) and independence between 60% and 82% (M =.7067, SD =.08477). Every company reported CEO-Chair separation and totally independent audit committees, however CEO duality and audit committee independence exhibited zero variance. This means that these variables cannot be used as predictors in subsequent regressions because constants cannot account for variation. Audit committees met four to seven times a year (M = 5.67, SD = 1.211) and ownership concentration varied significantly (17%–68%; M =.3400, SD =.20504), showing significant cross-firm variations in monitoring intensity.
[bookmark: _Toc237010680]4.1.2 ESG Performance Variables
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[bookmark: _Toc237010699]Table 3: Descriptive statistics for ESG performance variables.
Source: Authors' Work.
With a mean composite ESG score of 3.6067 (SD =.43066) on the employed scale and a rather small range surrounding that mean, the selected companies consistently exhibited solid ESG profiles. The environmental score showed the largest spread (SD =.59805, range 2.60-4.10), suggesting that the six selected businesses varied the most on environmental performance, whereas the governance score was both the highest (M = 4.0167) and the least scattered (SD =.31252) of the three pillars.
[bookmark: _Toc237010681]4.1.3 Financial Performance Variables
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[bookmark: _Toc237010700]Table 4: Descriptive statistics for financial performance variables
Source: Authors' Work.
The sample demonstrates minor profitability on an asset basis. ROA averaged 0.0617 (SD =.05154), with values ranging from 0% to 14%. ROE was higher and more scattered (M =.2233, SD =.21667, range.02-.64), and the difference between its mean (.2233) and median (.1600) shows positive skew, most likely due to highly leveraged or capital light firms such as banks or consumer goods companies. This discrepancy between ROA and ROE is consistent with FTSE 350 findings showing governance and ESG factors connect differently to each metric (Ahmad, Mobarek, and Roni, 2021), a pattern addressed further in the regression study.
[bookmark: _Toc237010682]4.2 Correlation Analysis
Prior to the regression analysis in Section 4.3, a Pearson correlation matrix was generated for all CG, ESG, and FP variables to identify preliminary bivariate relationships and screen for multicollinearity. Table 5 includes the following variable labels: board size, board independence, CEO duality, ownership concentration, annual audit meetings, audit independence, ESG composite, ESG-environmental, ESG-social, ESG-government, ROA, and ROE. Each cell shows the Pearson correlation coefficient (r) over the two-tailed significance level (p); bold values imply statistical significance.
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[bookmark: _Toc237010701]Table 5: Pearson correlation matrix for all study variables.
Source: Authors' Work.
Two governance factors. CEO Duality and Audit Independence had no relationships since they were consistent across all six businesses, indicating that they should be eliminated from regression analysis because zero variance predictors cannot explain variation in ROA or ROE. Several connections were statistically significant at the p <.05 level. Board independence was substantially positively connected with Audit Committee Meetings (r =.844, p =.035), indicating complementary monitoring systems, which is consistent with Kyere and Ausloos' findings (2021). The Composite ESG Score was substantially linked with its pillars: Environmental (r =.973, p =.001), Social (r =.966, p =.002), and Governance (r =.983, p <.001), indicating potential multicollinearity issues. ROA and ROE were similarly substantially related (r =.884, p =.019), demonstrating their common trend despite different distributions.
No governance or ESG variables had significant bivariate relationships with ROA or ROE. Board Independence, on the other hand, exhibited moderate negative associations with ROA (r = -.639, p =.172) and ROE (r = -.250, p =.633), while Audit Meetings showed a near-significant negative connection with ROA (r = -.790, p =.061). Given the limited sample size (n = 6), these patterns are preliminary; multivariate regression models offer a more solid assessment of RQ1 and RQ2.
[bookmark: _Toc237010683]4.3 Regression Analysis
Three regression models were estimated to address RQ1–RQ3. CEO Duality and Audit Independence were excluded from Model 1 because both were constant across firms, leaving Board Size, Board Independence, Ownership Concentration, and Audit Meetings as predictors. Model 2 used individual ESG pillars rather than the composite score to avoid severe multicollinearity (r = .966–.983).
[bookmark: _Toc237010684]4.3.1 Model 1: Corporate Governance- Financial Performance
Model 1a - Dependent Variable: Return on Assets (ROA)
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[bookmark: _Toc237010702]Table 6: Model 1a (ROA) model summary
Source: Authors Work.
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[bookmark: _Toc237010703]Table 7: Model 1a (ROA) ANOVA.
Source: Authors work.
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[bookmark: _Toc237010704]Table 8: Model 1a (ROA) coefficients
Source: Authors work.
Model 1 clearly differentiates between the ROA and ROE requirements. The four governance factors explain considerable variance in ROA (R² =.990; Adjusted R² =.952), but the model is not statistically significant (F(4, 1) = 25.764, p =.147). The ROE model has a near-perfect fit (R² =.999; Adjusted R² =.997) and approaches significance (F(4, 1) = 390.370, p =.038). This provides partial support for RQ1 by demonstrating a governance-ROE link but no confirmable governance-ROA association at p <.05.
However, these data must be viewed with caution. Model 1 with n = 6 and four predictors has only one residual degree of freedom, which inflates R² and causes instability in significance tests. The ROA model's non-significant F test and the ROE model's marginal significance are likely due to sample size limits rather than true differences in governance impacts. This is consistent with the finding that no bivariate associations between governance and performance were significant. Hu, Lin, and Tosun (2023) emphasize that assessments of governance performance are very susceptible to sample design.
The ROA coefficient table supports this conclusion, as none of the governance predictors are significant (p values.090-.701), and all confidence ranges encompass zero. Although Board Size (B =.002) and Board Independence (B =.133) have positive relationships, Ownership Concentration (B = -.219) and Audit Meetings (B = -.069) have negative associations, none of them can be considered verified impacts.
Model 1b - Dependent Variable: Return on Equity (ROE)
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[bookmark: _Toc237010705]Table 9: Model 1b (ROE) model summary
Source: Authors Work.
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[bookmark: _Toc237010706]Table 10: Model 1b (ROE) ANOVA
Source: Authors Work.
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[bookmark: _Toc237010707]Table 11:Model 1b (ROE) coefficients
Source: Authors’ Work.
Model 1b explains which governance processes cause the substantial ROE outcome. The only variables approaching conventional significance are ownership concentration (B = -1.338, t = -33.797, p =.019; CI -1.840 to -.835) and audit meetings per year (B = -.336, t = -31.689, p =.020; CI -.471 to -.202), both of which have substantial negative relationships with ROE. Board independence is only slightly significant (B = 1.500, p =.052; CI -.047 to 3.047), while board size is inconsequential (p =.159). These findings show that the model-level ROE significance in Table 4.6b is predominantly driven by ownership concentration and audit meeting frequency, with board independence having a marginally favorable influence.
The standardised Betas for ownership concentration (-1.266) and audit meetings (-1.880) are more than ±1, indicating multicollinearity. This aligns with the substantial connection between Board Independence and Audit Meetings reported in Section 4.3 (r =.844, p =.035). Multicollinearity increases coefficient variance, implying that the direction and significance of these effects are reliable, but the magnitudes should be taken with caution. When combined with Model 1a, evidence for RQ1 demonstrates no substantial governance-ROA link, but a notable adverse relationship exists between ownership concentration and, to a lesser extent, audit meetings and ROE, an imbalance investigated further in Section 5.1.
[bookmark: _Toc237010685]4.3.2 Model 2: ESG Performance - Financial Performance
Model 2a - Dependent Variable: Return on Assets (ROA)
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[bookmark: _Toc237010708]Table 12: Model 2a (ROA) model summary.
Source: Authors' Work.
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[bookmark: _Toc237010709]Table 13: Model 2a (ROA) ANOVA
Source: Authors' Work.
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[bookmark: _Toc237010710]Table 14: Model 2b (ROA) coefficients.
Source: Authors' Work.

Model 2b - Dependent Variable: Return on Equity (ROE)
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[bookmark: _Toc237010711]Table 15: Model 2b (ROE) model summary
Source: Authors' Work.
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[bookmark: _Toc237010712]Table 16: : Model 2b (ROE) ANOVA.
Source: Authors' Work.
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[bookmark: _Toc237010713]Table 17: Model 2b (ROE) coefficients
Source: Authors' Work.
Model 2 finds no statistical evidence indicating that ESG performance affects FP in this six-firm FTSE 350 sample. The three ESG pillars explain just 8.3% of the variance in ROA (R² =.083), and the model's negative Adjusted R² (-1.294) suggests it performs worse than a mean only benchmark. The model is completely non-significant, F(3, 2) =.060, p =.976. ROE has a greater raw R² (.374) but is not statistically significant (F(3, 2) =.398, p =.772). The Adjusted R² is still negative (-.566). Thus, neither ESG pillars nor composite ESG performance significantly improves the forecast of ROA or ROE.
Coefficient-level data support this notion. None of the ESG predictors are significant (p ≥.572), and all 95% confidence intervals are 0. Environmental ratings have negative correlations for both ROA (B = -.079) and ROE (B = -.350), but social scores are favorable (B =.112; B =.411). Governance ratings for ROA (B =.003) are close to zero, but ROE (B =.353) is greater, albeit still non-significant. These conflicting indications among models highlight the lack of reliable ESG-FP correlations.
The standardised Betas for Environmental and Social pillars (ROA: -.921, 1.073; ROE: -.966,.941) surpass ±1, indicating significant multicollinearity. This is consistent with the extraordinarily high ESG pillar correlations reported in Section 4.3 (r =.966-.983). Because the pillars move virtually equally among enterprises, the model cannot separate their unique impacts, rendering coefficient magnitudes inaccurate, even when directions look interpretable.
Overall, Model 2 does not support RQ2: In this dataset, ESG performance does not significantly predict ROA or ROE. This is in contrast to bigger sample FTSE 350 evidence (Ahmad, Mobarek and Roni, 2021) and worldwide results (Aydoğmuş, Gülay, and Ergun, 2022; Din et al., 2022). The most obvious explanation is inadequate statistical power (just six businesses) and extreme multicollinearity, which means the data show "no effect detected" not "no effect exists".
[bookmark: _Toc237010686]4.3.3 Model 3: Moderation Analysis (CG × ESG = FP)
Moderation was assessed using an interaction (Model 3) formulation. Five CG × ESG composite interaction variables, namely Board Size×ESG composite, Board Independence×ESG composite, Ownership Concentration×ESG composite, Audit Meetings×ESG composite, and Audit Independence×ESG composite, were used to predict RQ3 and Objective 3. Two versions of Model 3 were estimated, using ROA and ROE as the dependent variables.
Model 3a - Dependent Variable: Return on Assets (ROA)
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[bookmark: _Toc237010714]Table 18: Model 3a (ROA) model summary
Source: Authors' Work.
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[bookmark: _Toc237010715]Table 19: Model 3a (ROA) ANOVA.
Source: Authors' Work.
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[bookmark: _Toc237010716]Table 20: Model 3a (ROA) coefficients
Source: Authors' Work.

Model 3b - Dependent Variable: Return on Equity (ROE)
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[bookmark: _Toc237010717]Table 21: Model 3b (ROE) model summary.
Source: Authors' Work.
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[bookmark: _Toc237010718]Table 22: Model 3b (ROE) ANOVA
Source: Authors' Work.
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[bookmark: _Toc237010719]Table 23: Model 3b (ROE) coefficients
Source: Authors' Work.
Model 3 validates RQ3 and demonstrates that ESG performance does not influence the link between corporate governance and financial performance. The ROA specification explains a significant amount of raw variation (R²=).962; Adjusted R² =.812), although it remains statistically non-significant (F(4, 1) = 6.405, p =.287). The ROE model matches more closely (R²=).991; Adjusted R² =.957) and approaches but does not achieve significance (F(4, 1) = 28.500, p =.139). Similar to Model 1, the near-perfect R² values and non-significant F‑tests are due to estimating a four-term interaction model with just one residual degree of freedom, rather than a true moderation effect.
While several of the four interaction terms them reach statistical significance at the coefficient level. P-values for ROE vary from.076 (Audit Meetings × ESG Composite) to.216 (Board Size × ESG Composite); for ROA, they range from .153 for the Audit Meetings × ESG Composite interaction to .399 for Board Size × ESG Composite. Ownership Concentration × ESG Composite and Board Independence × ESG Composite also approach significance for ROE (p =.089 and.088), but the Audit Meetings × ESG Composite term continues to be the strongest in all models, generating the biggest t-values (t = –4.079 for ROA and t = –8.311 for ROE). The crucial two-tailed 95% t-value is significantly higher than the observed range of 1.4 to 8.3. This highlights the fact that the four-term specification, while computationally viable, is still significantly underpowered with a six-firm sample and explains why even huge ROE t-statistics fail to approach significance.
Further, Coefficient directions are largely constant. Board Size × ESG Composite has a positive correlation with ROA (B =.011) and ROE (B =.050), showing that greater ESG levels may increase the board size-performance link. Ownership Concentration × ESG Composite (B = -.112; -.573) and Audit Meetings × ESG Composite (B = -.035; -.141) are still adversely correlated, suggesting that improved ESG performance may worsen negative governance impacts. Although not statistically significant, these patterns suggest potential for repetition in the future.
Finally, the standardised betas for Audit Meetings × ESG Composite and Board Size × ESG Composite (1.605; 1.756) are more than ±1, showing continuing multicollinearity. Because each interaction term increases a governance variable by the same ESG composite score, lowering term count alone will not eliminate shared variation, and any significant coefficients should be interpreted with caution..
[bookmark: _Toc237010687]5. Discussion of findings 
[bookmark: _Toc237010688]5.1 Corporate Governance and Financial Performance (RQ1)
The empirical evidence for the first question is inconsistent and differs depending on the financial metric. While ROE is the dependent variable, the four estimated governance mechanisms Board Size, Board Independence, Ownership Concentration, and Audit Meetings produce a statistically significant model (F(4, 1) = 390.370, p =.038), which conforms to agency theoretic assumptions that more robust monitoring enhances performance (Meckling and Jensen, 1976; Kyere and Ausloos, 2021). The coefficient level findings demonstrate significant negative impacts for concentration of ownership (B = -1.338, p =.019) and annual audit meetings (B = -.336, p =.020), implying that concentrated ownership and lesser audit meetings are linked with lower ROE. The negative concentration of ownership impact is more consistent with expropriation risk assessments (Fama & Jensen, 2019). Board Independence has a positive but small impact (B = 1.500, p =.052), but Board Size is non-significant (p =.159).
The predictors for ROA show a comparable R² (.990 vs..999 for ROE) but no significance (F(4, 1) = 25.764, p =.147), and none of the coefficients approach significance. This ROA-ROE difference is most likely due to the exceedingly low degrees of freedom in a six-firm sample, rather than a significantly different governance-performance relationship. Nonetheless, the consistency of coefficient indications positive for Board Size and Board Independence, negative for Ownership Concentration and Audit Meetings gives interpretative weight to the ROE results.
Two commonly researched governance variables, CEO Duality and Audit Independence, could not be examined since there was no variation among organizations (Hosny and Elgharbawy, 2022). Overall, RQ1 finds cautious, partial support: governance mechanisms strongly predict ROE but not ROA, and results should be viewed as suggestive until bigger sample replication.
[bookmark: _Toc237010689]5.2 ESG Performance and Financial Performance (RQ2)
RQ2 statistics do not demonstrate a significant association between ESG and financial success in this sample. Model 2's ROA specification (F(3, 2) =.060, p =.976) and ROE specification (F(3, 2) =.398, p =.772) both produced negative results and were statistically insignificant. After accounting for model complexity, corrected R2 values demonstrate that the ESG component variables fail to perform better than a no predictor baseline.
The standardised Beta coefficients in both specifications surpass ±1, indicating substantial multicollinearity between the three ESG pillars (consistent with the pillar correlations of r =.966-.983 reported in Section 4.2). This undermines any attempt to understand individual pillar effects. Furthermore, neither of the corresponding pillar coefficients were significant (Tables 14 and 17). In contrast, Aydoğmuş, Gülay, and Ergun (2022) and Din et al. (2022) identified a positive ESG-profitability relationship in other markets, while Ahmad, Mobarek, and Roni (2021) demonstrated a significant, albeit slight, positive ESG-ROA association for a much larger FTSE 350 sample. As a result of the very low statistical power available from six observations and three highly collinear predictors, the study's results should be interpreted as "no significant ESG–FP relationship detected in this sample," rather than as evidence that no such relationship exists in the larger FTSE 350 population. Consequently, RQ2 is not supported by the available data; nonetheless, the result should be seen as inconclusive rather than as a direct rejection of the larger body of FTSE 350 evidence.
[bookmark: _Toc237010690]5.3 ESG as a Moderator (RQ3)
The Model 3 may now be used to directly answer ESG term while keeping Board Size × ESG, Board Independence × ESG, Ownership Concentration × ESG, and Audit Meetings × ESG is it statistically estimable. The specification yields one residual degree of freedom and demonstrates that ESG performance does not significantly moderate governance–performance relationships for either ROA (F(4, 1) = 6.405, p =.287) or ROE (F(4, 1) = 28.500, p =.139). All interaction terms remain non-significant (Sig. =.076-.089), though several ROE coefficients approach significance. The original five-term model produced zero residual degrees of freedom and an uninformative R² = 1.000.
However, The resource-based view (Barney, 1991), the theoretical moderation (Moussa, Elmarzouky, and Shohaieb, 2024) are all unsupported. The crucial t-value (12.71) is significantly higher than the obtained values (1.4–8.3) with only one residual degree of freedom, indicating that only very big effects could be found. The ROE model approach significance for three interaction factors, although RQ3 is best summed up as no meaningful moderation was found.
As a result, RQ3 is best taken as "no significant moderation found in this sample," rather than proof that ESG has no moderating function in the FTSE 350 as a whole. The repeatedly negative coefficients for Ownership Concentration × ESG and Audit Meetings × ESG across both ROA and ROE suggest a theoretically grounded hypothesis. Higher ESG performance may grow more intense, rather than mitigate, the negative direct effects of concentrated ownership and limited audit oversight. This idea needs more testing with a bigger, multi-year FTSE 350 panel.
[bookmark: _Toc237010691]6. Conclusion
The study investigated whether ESG performance has a direct impact on FP, if it moderates the governance-performance relationship, and how CG procedures relate to financial results in six FTSE 350 organizations. Three main findings arise. First, CG demonstrates limited support for RQ1. ROE is substantially linked with Board Size, Board Independence, Ownership Concentration, and Annual Audit Meetings (F(4, 1) = 390.370, p =.038), whereas ROA is not (F(4, 1) = 25.764, p =.147). This discrepancy represents the exceedingly restricted degrees of freedom in a six-firm architecture. At the coefficient level, Ownership Concentration (B = -1.338, p =.019) and Audit Meetings (B = -.336, p =.020) drive the ROE finding, both negatively indicated and consistent with expropriation risk accounting as opposed to traditional monitoring advantages (Fama and Jensen, 2019). Board Independence is positive but marginal (p =.052), while Board Size is not significant (p =.159). CEO duality and audit independence could not be evaluated due to zero variance.
Second, there is no assistance for RQ2. The Environmental, Social, and Governance pillar scores of ESG performance do not significantly correlate with ROA (p =.976) or ROE (p =.772). Severe multicollinearity (r =.966 - .983) compromises interpretability, and none of the pillar coefficients are significant. These findings are in contrast to global evidence of modest FTSE 350 ESG–ROA relationships (Ahmad, Mobarek, and Roni, 2021) and positive ESG–profitability correlations (Aydoğmuş, Gülay, and Ergun, 2022; Din et al., 2022). The results should be interpreted as "no significant ESG–FP relationship detected," not as proof of absence, due to the incredibly low statistical power.
Third, The moderation hypothesis was initially untestable, as the an uninformative R² = 1.000, barring significance testing. After revising the specification to include four terms (Board Size × ESG, Board Independence × ESG, Ownership Concentration × ESG, and Audit Meetings × ESG) and deleting the zero-variance Audit Independence × ESG term, the model regained one residual degree of freedom and was estimated. It yielded a clear but weak result: ESG performance has no significant moderating effect on governance-performance correlations for ROA (F(4, 1) = 6.405, p =.287) or ROE (F(4, 1) = 28.500, p =.139), while three ROE interactions approach significance (p =.076–.089).
Overall, the analysis reveals no direct ESG–performance association, no substantial ESG moderation, and limited ROE-specific evidence for a governance–performance relationship; all non-results are explained by severe power constraints.
[bookmark: _Toc237010692]7. Implications of the Study
This work provides three theoretical contributions. First, it broadens the predominantly agency theoretic framing of FTSE 350 governance-performance research (Meckling and Jensen, 1976; Kyere and Ausloos, 2021) by integrating governance into a joint framework that also includes stakeholder theory (Freeman, 1984) and the resource-based view (Barney, 1991). This integration is operationalized by a standard moderation framework, directly responding to requests for study that considers ESG performance as a conditioning variable instead of just an extra predictor (Moussa, Elmarzouky, and Shohaieb, 2024).
Second, the study makes methodological contributions by exhibiting a market capitalization stratified purposive sampling technique aimed to reflect the whole FTSE 350 population, including the understudied mid size section. This contrasts with FTSE 100 weighted or random sample methodologies popular in past work (Yusuf & Sherif, 2020), and provides a reproducible blueprint for future index-based sampling in doctorate and practitioner research.
Third, the study improves theoretical precision by comparing five governance processes to three ESG pillars and a composite score using a single moderation framework. This disaggregated methodology advances beyond the aggregated "ESG" and "governance" categories utilized in comparative analyses (Ahmad, Mobarek and Roni, 2021; Sandberg, Alnoor, and Tiberius, 2023), allowing a more explicit determination of which governance-ESG combinations may important.
In practice, the framework gives regulators like the Financial Reporting Council a foundation for determining whether governance and ESG disclosure regimes function as a whole, assists FTSE 350 boards in determining whether ESG investment improves returns to governance reform, and supports stewardship teams and institutional shareholders in prioritizing engagement.
[bookmark: _Toc237010693]8. Limitation of the study
This study's use on secondary data from Yahoo Finance, LSEG, and annual reports reduces researcher bias but makes conclusions dependent on third-party disclosure accuracy; LSEG's developing ESG rating system may impair comparability over periods (Ahmad, Mobarek, and Roni, 2021). The findings are exclusively applicable to FTSE 350 enterprises operating under the UK Corporate Governance Code's describes structures (Financial Reporting Council, 2024) and cannot be extrapolated to AIM listed, unlisted, or non-UK companies. Sector variety in the six company sample banking, consumer goods, energy, defense, mining, beverages represents market capitalization sampling rather than sector logic, therefore moderating effects must be taken cautiously given sector specific ESG-FP Dynamics (Buallay, 2019).
The quantitative, positivist methodology supplemented by thematic disclosure analysis reveals statistical relationships but fails to capture qualitative mechanisms like boardroom dynamics or governance-sustainability bargaining. The cross-sectional, single-period structure is prone to reverse causality and cannot demonstrate directionality, mirroring larger endogeneity difficulties in CG-FP research conducted using instrumental or quasi-experimental methods (Hu, Lin, and Tosun, 2023). Consistent with these difficulties, Giannopoulos et al. (2026) present conflicting FTSE 350 data. ESG positively predicts ROA but is negligible for ROE, emphasizing the sensitivity of ESG-FP correlations to model specification and performance measurements.
[bookmark: _Toc237010694]9. Recommendation for future research
The study's limitations suggest four paths for future investigation. First, to address the endogeneity and reverse causation problems raised in the future work section, the cross-sectional design should be replaced with a multi-year FTSE 350 panel. A complete index panel would significantly boost statistical power and allow for more confident testing of moderating effects than the current six-firm sample. The moderation model currently needed an a modification from an inconceivable five term interactions structure to a four term version, and even the corrected model retained only two residual degrees of freedom, demonstrating that reducing interaction terms is only a partial solution; a robust test of RQ3 requires a larger, multi-period dataset.
Second, industry-specific governance–ESG dynamics indicated by environmental pillar evidence require sector stratified sampling (Buallay, 2019). Stratification by industry and market capitalization bands would allow testing if moderating effects vary systematically between sectors.
Third, in order to shed light on internal governance procedures that determine whether or not ESG factors are incorporated into board-level monitoring and decision-making, future research should supplement quantitative modeling with qualitative techniques like semi-structured interviews with company secretaries, sustainability officers, or non-executive directors.
Fourth, in addition to accounting-based indicators, future study should include market-based performance metrics like Tobin's Q. Considering findings that financial performance proxies (ROA vs. ROE) significantly affect conclusions, this would examine whether governance–ESG moderation effects function similarly through investor value channels (Ahmad, Mobarek, and Roni, 2021).
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Appendix – 1: Data tables of the variables.
1a. Corporate Covernance Variables
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[bookmark: _Toc236979312]Appendix 1 a: Corporate Governance Variables Values.
Source: Authors' Work.

1b. ESG Performance Variables Values[image: ]
[bookmark: _Toc236979313]Appendix 1 b: ESG Performance Variables Values.
Source: Authors' Work.
1c. Financial Performance Variables Values
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[bookmark: _Toc236979314]Appendix 1 c: Financial Performance Variables Values
Source: Authors' Work.

1d. Moderation Values (interaction terms)
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[bookmark: _Toc236979315]Appendix 1 d: Moderation Variables Values.
Source: Authors' Work.
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