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Abstract 
 

The importance of sustainability reporting for companies to be able to know the role of the company in disclosing social responsibility 

and the implementation of corporate sustainability as a manifestation of corporate governance mechanisms, company size and financial 

performance. This study uses a stratified random sampling method for companies that have revealed sustainability reports and those that 

do not disclose sustainability reports. The research method uses logistic regression, with a sample of 13 non-financial companies listed 

on the Indonesia Stock Exchange. Based on the results obtained, it can be seen that the mechanism of corporate governance consisting of 

independent commissioner variables has a negative influence on sustainability reporting, institutional ownership variables have a positive 

influence on sustainability reporting, managerial ownership variables have a negative influence on sustainability reporting, audit commit-

tee variables have a negative effect on sustainability reporting, the variable size of the company gives a negative influence on sustainabil-

ity reporting, and financial performance variables which are leverage variables have a negative influence on sustainability reporting. 

 
Keywords: Independent Commissioners; Institutional Ownership; Managerial Ownership; Audit Committee; Company Size; Leverage; Sustainability 

Report. 

 

1. Introduction 

Sustainability reporting application activity is also associated with 

the regulation of social and environmental responsibility in the 

Law of the Republic of Indonesia No. 40 the Year 2007 regarding 

Limited Liability Company of section 74 in paragraph 1, the Act 

states that "The company that runs business activities in the field 

and or related to the natural resources required to implement so-

cial and environmental responsibility". Law of the Republic of 

Indonesia Number 25 the Year 2007 on Investment Article 15 (b) 

states that "Every investor is obliged to implement corporate so-

cial responsibility". In these regulations explain if the company 

does not perform the obligation, will be penalised in accordance 

legislation. This means that the Indonesian government already 

requires social and environmental responsibility of companies. 

Therefore, the law became one impetus companies in Indonesia to 

implement social and environmental responsibility, then express it 

in a sustainability report. 

The participation of companies in the sustainability of develop-

ment is very important, as part of keeping the surrounding envi-

ronment. Companies are required in order to understand and con-

tribute to the sustainability of life of the surrounding environment. 

The impact of sustainable development provides a significant 

value contribution to society and the environment. Some of the 

cases contained in the company's activities that do not see the 

surrounding environment such as in the case of PT. Lapindo 

Brantas which causes damage to the surrounding environment as a 

result of mudflow in 2010, the case of PT. Tin in Bangka Belitung, 

Case PT. Indo Rayon was due to waste disposal as well as the case 

of PT. Freeport Indonesia related to industrial waste disposal 

companies that cause environmental damage. The cases occurred 

in Indonesia as a form that the company only wants profit alone 

without looking at aspects of society and the environment. 

Research on the mechanisms of corporate governance and corpo-

rate characteristics on Sustainability Reporting is still not widely 

practiced in Indonesia so by doing this research may provide valu-

able insight into the company of the importance of sustainability 

reporting. Some research on corporate governance ever undertak-

en in Indonesia. Another study conducted by [14] with the aim of 

study to determine differences in the characteristics of companies 

(profitability, liquidity, leverage, activity, company size) and cor-

porate governance (audit committees, the board of directors, gov-

ernance committee) of companies issuing the Sustainability Re-

port that are not issued. The results showed that except for lever-

age, all the characteristics of the company and corporate govern-

ance mechanisms differ significantly between the company issu-

ing the Sustainability Report with a no. Furthermore, there is a 

positive effect caused by the variable profitability, size of the 

company, the board of directors and audit committee. While vari-

ables such as liquidity, leverage, activity, and governance commit-

tee do not give effect to the disclosure Sustainability Report. In 

[15] GCG mechanism would be useful in regulating and control-

ling the company to create added value for all stakeholders. To 

support this, GCG implementation must be supported with the 

corporate governance structure consists of the principal organs, 

namely the General Meeting of Shareholders (RUPS), the Board 

of Directors, and the Board of Commissioners. As well as the 

organs of other companies that help the realization of good gov-

ernance, corporate secretarial, audit committee, and other commit-

tees that assist the implementation of GCG. While research [2] 

showed that the variables of the audit committee, governance 

committee and leverage positive effect on the disclosure Sustaina-

bility Report temporary variables independent board, managerial 
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ownership and profitability do not affect the disclosure Sustaina-

bility Report. 

Based on the background that has been stated previously, the re-

searchers intend to conduct this study as a reference and a refer-

ence to determine the role and mechanisms for corporate govern-

ance, financial performance and the size of the company towards 

Sustainability Reporting. 

2. Literature Review 

Corporate governance mechanism is a procedure, and a clear rela-

tionship between the parties decided the parties conducting the 

control or supervision of the decision. According to [9], good 

corporate governance mechanisms classified into external and 

internal mechanisms. 

Independent of commissioners-Independent board is a board that 

perform supervisory tasks on the management of the company's 

performance. Board size is the number of commissioners appoint-

ed, duty, and responsibility to supervise and advise the board of 

directors such as in research [1, 11-12]. Calculation formula with 

the number of board meetings during the period. 

H1: BOC affect the Sustainability Report 

  

Institutional ownership-High level of profitability in the company 

will increase the competitiveness between companies. A high 

level of profit that would signal the company's growth in the fu-

ture. The company's growth requires more extensive disclosures in 

meeting the information needs according to the needs of each user 

[1, 14]. According to [1, 4, 6] suggests that the company's risk, 

trading volume, concentrated ownership and foreign ownership 

affect the environmental disclosure. Based on the assumption that 

foreign countries tend to pay more attention to social activities 

such as reporting Sustainability Report. The formula for calcula-

tion of foreign ownership with the proportion of foreign-owned 

shares divided by the number of shares issued. 

H2: Institutional Ownership affect the Sustainability Report 

 

Managerial ownership is a large number of shares owned by the 

management of the company's total shares outstanding. Manageri-

al ownership is measured in the percentage of shares owned by 

management (in this case the board of directors, and the parties 

directly involved in the decision-making companies) by the num-

ber of shares issued, as in the study [1, 12]. 

H3: Managerial Ownership affect the Sustainability Report 

 

Audit committee-The audit committee was formed to examine the 

financial liability of directors of the company to its shareholders. 

The audit committee has audited the financial statements can be 

trusted if the audit committee has competence and independence. 

Internal control system and the effectiveness of internal and exter-

nal audit assignments. The existence of the audit committee can be 

a useful tool to conduct surveillance mechanism to reduce agency 

costs, improve internal control and will improve the quality of 

corporate disclosure [11-12]. In this study, the audit committee is 

proxied by the number of audit committee meetings within a year. 

H4: Audit Committee affect the Sustainability Report 

 

Company size-According to [7, 11] from several studies, the size 

of the company can be measured by the number of employees, 

total assets, or sales volume ranking index. This study uses total 

assets to measure variables company size. Variable size is pre-

sented in the form of natural logarithms because of the value and 

distribution, which is higher than the other variables.  

H5: Size effect on the Company's Sustainability Report 

 

Leverage-It is supported by a study [8] in [11, 14], which states 

that companies with a high leverage ratio that will bear monitoring 

costs are too high. Companies will tend to incur greater in the 

process of information collection and management in order to 

create reports, so companies will choose to reduce the level of 

disclosure, especially voluntary as SR. In this study, the indicators 

used to measure the level of leverage is Debt to Equity Ratio 

(DER). 

H6: Leverage effect on Sustainability Report 

3. Methodology 

This study uses a stratified random sampling method for compa-

nies that have revealed sustainability reports and that do not dis-

close the sustainability report and annual financial statements of 

companies listed on the Indonesia Stock Exchange with the study 

period 2014-2015. Based on the stratified random sampling meth-

od, the number of sample companies that revealed sustainability 

reports were 13 companies. The regression used in this study is 

the logistic regression as a hypothesis test and analysis tool in the 

study using logistic regression method. 

4. Results and Discussion 

4.1. Regression Model 

This research using logistic regression analysis. Logistic regres-

sion does not require normality test on the independent variables 

as independent variables is a mix between continuous variables 

(metric) and categorical (non-metric) [5]. 

4.2. Regression Logistic Model 

Chi-square value table for the DF 6 (the number of independent 

variables - 1) at the 0.05 significance rate of 12.5916. Because the 

chi-square value of Hosmer and Lemeshow 3.858 < 12.5916 or 

significance value of 0696 (> 0.05), so accept H0 indicating that 

the model is acceptable and hypothesis testing can be done be-

cause there are significant differences between the models with 

observations value. 

 
Table 1: The goodness of Fit test 

Hosmer and Lemeshow Test 

Step Chi-Square df Sig 

1 3.858 6 .696 

4.3. Due Diligence Overall Fit Model Test 

Table 2 gives the conclusion that the value of -2LL block number 

= 0 < value block number = 1, then the value of the initial -2LL 

amounted to 11.014. Once included 6 independent variables, then 

the value of the final -2LL decreased so that it can be concluded 

that the regression model is both better. 

 
Table 2: Comparison value -2LogL beginning and -2LogL end 

-2LogL beginning (Block number = 0) 17,392 

-2LogL End  (Block number = 1) 11,014 

 

Table 3 Value Nagelkerke R Square of 0505 and Cox and Snell R 

Square 0347 which showed that the ability of independent varia-

bles in explaining the dependent variable is equal to 0505, or 

50.5%, and there is a 100% - 50.5% = 49.5% other factors beyond 

models that explain the dependent variable. 

 
Table 3: Cox and Snell’s R square and Nagelkereke’s R square 

Step  -2 Log Likelihood Cox and Snell R 
Square 

Nagelkerke R Square 

1 11.014a .347 .505 

a. Estimation terminated at literation number 8 because parameter 

changed by less than 0.01 

4.4. Significance testing Regression Coefficients 
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Table 4: Significance testing and interpretation 

Variable B S.E Wal

d 

d

f 

Sig EXP (B) 

Ste
p  

1a 

Independent 
Commission-

ers 

-0.32 .235 .018 1 .89
2 

.969 

Institutional 

Ownership 

.048 .078 .370 1 .54

3 

1.049 

Managerial 

Ownership 

-.407 .423 .924 1 .33

7 

.666 

Audit Com-

mittee 

-.084 .085 .975 1 .32

4 

.920 

Company 

Size 

-

2.626 

4.261 .380 1 .53

8 

.072 

Leverage -

1.508 

3.208 .221 1 .63

8 

.221 

Constant 43.30

5 

61.86

2 

.490 1 .48

4 

6.415E1

8 

a. Variable(s) entered on step 1: Independent commissioners, institution-

al ownership, managerial ownership, audit committee, company size, 
leverage 

 

a. Independent commissioner variable with B value of 

natural logarithm is .969 = -.032. The value of B Logarithm is 

negative, so the independent commissioner has a negative effect 

on sustainability reporting. Results of this research is in line with 

[1, 12, 15] said that independent directors do not affect the sus-

tainability report because they cannot influence the decision-

making process on the company's activities and meetings con-

ducted by the board of commissioners less effective and not in 

accordance with the provisions applicable to the implementation 

of Corporate Governance. 

b. Institutional ownership variable with B value of natural 

logarithm is 1,049 = .048. The value of B logarithms is positive, 

so institutional ownership has a positive effect on sustainability 

reporting. This study is not in line with the [10, 15] says that 

there is a negative relationship between institutional stock own-

ership with voluntary disclosure, meaning that the higher share-

holdings by institutions, it will reduce the level of voluntary dis-

closure made by the company. 

c. Managerial ownership variable with a B Logarithm 

value of .666 = -.407. The value of B Logarithm is negative, so 

managerial ownership has a negative effect on sustainability re-

porting. This study is in line with [1-2, 15] says that there is 

much management that does not have a stake in a company that 

is managed or own shares however small that cause has not been 

able to maximize the value of companies in the sustainability re-

port.  

d. Audit committee with B Logarithm value of .920 = -

.084. The value of B logarithms is negative, so the audit commit-

tee has a negative effect on sustainability reporting. This study is 

in line with [11, 15] says that the existence of an audit commit-

tee helps ensure the disclosure and control system to run proper-

ly.  

e. Company size with B Logarithm value of .072 = 2.626. 

The value of B logarithm is negative, so the size of the company 

has a negative effect on sustainability reporting. This study is not 

in line with the [13-15] says that the larger companies will tend 

to eat disclosure broader sustainability report. 

f. Leverage with B Logarithm value of .221 = -1.508. The value of 

B Logarithm is negated, so leverage has a negative effect on sus-

tainability reporting. This study is in line with [3, 11, 14] said 

that the higher the leverage the more likely the company will be 

in violation of the loan agreement, so the company will try to re-

port higher earnings were done one way to reduce costs, includ-

ing costs for social disclose information. 

5. Conclusion 

Based on the results obtained, it can be seen that the mechanism of 

corporate governance consisting of independent commissioner 

variables has a negative influence on sustainability reporting, in-

stitutional ownership variables have a positive influence on sus-

tainability reporting, managerial ownership variables have a nega-

tive influence on sustainability reporting, audit committee varia-

bles have a negative effect on sustainability reporting, the variable 

size of the company gives a negative influence on sustainability 

reporting, and financial performance variables which are leverage 

variables have a negative influence on sustainability reporting. 

This study states that sustainability reporting conducted by listed 

non-financial companies in the Indonesian stock exchange is very 

important because it is a form of corporate responsibility for the 

environment in the form of company operations so that the need 

for corporate governance to be better in sustainability reporting, 

the company size variable, as an indicator in determining the im-

portance of sustainability reporting is seen from the size of the 

company, and also leverage as an indicator of financial perfor-

mance is the number of companies that are unable to carry out 

sustainability reporting due to the large costs in sustainability 

reporting rather than implementing programs corporate responsi-

bility for the community and corporate environment. The im-

portance of sustainability reporting as the basis of corporate re-

porting and indicators in the implementation of corporate respon-

sibility programs and also as a basis for attracting investor interest 

to the company and public trust in the company's operations. 
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