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Abstract. The aim of this swdy & 0 examize the effect of good cospomite giwernsmce mechmmism o swck pefomesce decogh
susinizatiliny repmn disckosue as medisson. Good conpomie govermance mechanism used in this case is omemissser board s size. the
prepmarticon of independen] commisdone . aud® commmlles s soc, and mmagenal oanenim, wheres stck perfoemmnce measumd in this
Gasg s sk remam. Useg gsunple 13 compimocs ol secios [:80d = Imdoncsia 880k Exclume which publish essimna by repont dumng
2011 4-2004, This soady were usang simple mead makiple o regression mmalysed 1o delermine indirect effed through peth dagrom Boed
i the result of te fist hypothesis lesing of GOG medbmmsm sose f which have significam effect on SR distlosure. the secomd
hypothess i cmly ibe proponicn of indzpended commissioner and sedid comamiiee’s size of GOG mechanizm which kave posiave
sipnificanl effiect on ook perfommande. the Urmd bypothess of 5B disclosan: Bas mo signilicant dfed on ok perfoemimoe and e warih
hypothesis explamin: chs SR disclosurs & mot exoctly a mediaimg vanpble.
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sustaimedility meport; stock nesarn: Indoness
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JEL ChasssiBostions: M4 M4 M48

1. Intreduction

Reporiing from the Susuinability Reporting Avwards Indonesia 2006, there are alrepdy 120 companies tha have
sued SR and annual repon (AR) a5 a separate reporl. Bazed on observatbons of researchers through companies
fisted on the 10X, the development of 5B reposting in Indosesia in 2006 has increased S0% compared 10 2002,
Althoagh still a voluntary disclosre, the ameant is nod mach different from Singapore stabe that hues mandatory
dizschosure, Bosed on the GRI databpse through website ditabase globalreporting org, in 2006 the number of
Singapore companies that publish 5B as many as 35 companies. while in Indonesin as many a5 58 oompanies.
Accorting to Weber et al (20083, wn increase in companies thid publish 5B indicotes that there @5 an awiarencss
that s beginning io emerge and ansing from the benefits penerated in 5B dischosun:,
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5K Desclosure amms to demonstrode the company’s commiment in camying oot its socipl and envimoomental
responsibilities vowands sustaknability improvemsnt {(Urama & Mithord, 20063 Sockety will give o pod
perception it the company 15 able to provide mutual refatiors o the envimonment, Mo just follow the trend and
wand 1o see that the company cares about the enviconment outside the entity bul the company alss kas the viston
und mission o he ochicved in buikling and improving the environment und social sustainobility. By issuing the
SR, the company has shown #s senousness to muntan the balaee and sestainabality of the environment,
ruinkmizing social inegualities. and the cconomic welfare of the people (Isnalicen & Narsa, 2002). In Indonesia. SR
= sl o yvoluntary disclosure. Therefore, not all companies want to publish SR becase # requires the cost and
ERErgy to arrange it.

In sccordance with the objoctives of sustunable development, addressed o miemal and extemul partics, the
company must begin preparing a4 strategy (o show the company's poing concern o stakeholders. Particularky
parties associated with sopervision through the effectiveness and efficiency of corporate performance be corporate
governance . Good Corposate Governance (GOG) s o conporate maragement owechanism o mmprove the
effectivencas and efficiency of financial smtements, aimed st dakeholders o attract investoss (Agustia, 2010 3a).
GOG mechansm serves o supervise and ensure that any activities undertaken company management can provide
benefits and has been prepansd carefully for fumre planning cormpany. Acconding e Aziz (2004}, the existence of
G0 b expressing (e fpocts that exist in 51 becoms o mediim for companies @ comemunicate w stakebolders
im preparing accountobility reports. Ebfective GOG implementation i eapected o improve a company's
peiformance throuzh sustained vision and mission, a3 Rodigoez-Fernandez (20150 observes that most of the
GOG mechanisms have an effect on delivering bener finuncial resulis, In the study of Bistrova and Lace (201 2]
states that ane of the factors that affect the cormpany’s pedormance is inforration disclosume o cxtemal partbes.
Amuti et al (20159} put emphasis on rofe of mdependent auditing in good corporate govemance miclel,

Perfomunce of the company ke be siudied in the form of stock performance or stiock performunce because stock
return given to sharehalders is o fundamental mdicator in assessing the suceess of the company attmet investors
Tovestors are more interested in cormpanies that bave stock price stability, becise stable stock prices show that
the company is able to maintain e company's performance even more if there is an increase . Companies should
be able to present good and guality company performance reports (o be able o provide a peeitive signal to
ivestors. Accordimg to Aziz (2004 who examines the effect of GOG on the guality of discksune of sustaimability
repont prosduoss a slgnificant mfluence only feom managenial share ownership m line with research Janggu of al.
(2004), while the size of the board of commissionets. the prepertion of independent commissioness. the size of
the awdit committes, the concentrmted shoreholdings, and the sz of the company have me significant relationship
ter the quality of disclosure of sustainability reponts, o= Hussain et ol (20046) opd Mahmood ond Omazalin {2007)
and Prabowo e al. (2007) In addition. managenial share ownership ks regulated in Law Moo 40 of 2007 so tha
there = no doubt its existence in the rescarch In this case mconsistent with research conducted by Khafud and
Aniktim (2015), the sire of owdit commities, povernance commitiee  positively  offect the disclosure of
sustainabality seport.

RBeseorch Agustin (200 5k, staies that the oumber of boards of commissioners has o significant effiect on marke
reaciion i line with research Sharife (2017, while the propostion of managernal pamership bas no significant
effect on market resction i= ned i line with Sharifi (2007} study, In ancther study conducted by Bistrova ind Lace
(2002), revealed a significant relatomship between GO0 and the company's stock perfornance, supperieel by
Bauver et al. (2004}, Tjondro and Wilopo (206 1), Drobetz et al. (20045 ond Aditvora (20045, This stedy is
mconsistent with research conducted by Ahmed and Haman {2005}, which siates there s no significant
m]u1i|:|.|'uI'Li|:| between GOG mnd stock retums, suppoced by Yotme et al. {20016 Fufthormore, research condocted
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by Dhaoet al. (2007T) whech resulied in o relabonship between sustmnability repods und abnommal stocks
significontly mfluenced by Rokhiermal (2000), Jones ¢4 al, {20070 and Irivante and Mugroho (2004, while in
unother study comducted by Stekelenburg et al, (2005) states that the two relationships have no significont effect,
suppaocted by Prayosho and Hananto (2003) and Lo amd Kwan (20071 This & due 1o the uncertainty in - the stock
redurn ol the company.

Thes research s motivated by research Bhutta et al, (200043, Asz (2004}, Agustin (200 3b), and Fatchan wnd
Trisnawidi (20160 o continue or improve the mesearch. The mesearch contnbuted to the following: (1) the
reseurcher expanded the previovs research by adding the medition variable and (2) if the previous researcher
oty i soime speci o mdustry sector, the researcher used all scctors,

Based on the description. the researcher conducted a smudy enritbed "Disclosure of Sustaipability Bepont Mediming
Influence Mechanism of Crood Corporute Governanee o Stock Performance®, Thus, the nesearch problem can be
formulated s= follows: (1) 15 good corporate governance mechansm influencing the disclosure of sustaimbility
repont!, {21 15 good corporde povemance mechanism affecting stock performance’”, (3) Is sustzinability repon
disclosure effect to stock padformance?, and {4 Does the mechanism of good conporate govermance affect stock
perfomimce threugh the disclosuse of sustainabilidy report?

2. Literature Review
21 Ageney Theory

Jensen und Meckling (1%76) defines thot agency refations anse when one of the mieresed parties (as principal)
employs someoie who has knowledge (as an agent) by delegating authority te manage amd moke decizions within
the company, When the agent doss nod work in line with the expectations of the shareholders, there 5 o conflict af
imterest that causes the cpmpany 0 spend on agency opsts o overcome it, This conflict & riggered by the
existence of different goals owned by each pury. Bused on the stdy Javed ed ol {20073 npency theory ko
explhivins the existence of psymmetne information, As oo agent, manpgers must also provide tnee and transparenl
information 1o stakeholders a5 a principal concerning the acmal condition of the company (Untoro & Zulaikha,
A3, Criven intormation of wsymmetry and conflict of interest, it can cavse harm o the company

2.2 Slgnalling Theary

In signul theory, describes how the company sliempts to signal to exteroal pariies to invest into the company by
eapecting a higher setum value and disclosure temspasency through SR repodting {Fawchan & Trisnawati, 2006).
Development done by Ress (1977 stated that the best important informatesn ks owned by the ivemal company o
b presented fo podential investors 1o invest their capitil so that the stock price of the company will merease. The
company an provide a good signal to investors and =takehobders when the company 15 able te mmplement the
performance of the company based on the triple botiean line, In this theory management not enly pay atention o
the caondinon of the company from (he ecconomic side but also from the envinonmemntal and social side of the
COMpany,

23 Good Corporaie CGevermoe

According to POGL (20001 ), the mnplementation of GCG can provide effective protection for shareholders and

creditars 5o us to provide confidence to shareholders of the retum on iovestment from the company. Studies
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conducted by Bover ef al, (200 siafed that investors tend o invest in compemies thit hove goed mansgemen
povernime: becanse they have a small rsacket risk compared o companics with poer governance . Conspanics with
goned governance will hiove o longer going concem. According to Jamali et ol (HE, monagement must b able
tex determine the right decision, especially o erns of corporale management w omeet the objectives 1o be
mchieved, The existence of (00 is expecied to prevend the munagement of the company against the gap of
mierest,

24 Sustalnabdlity Report

Sustainability report (5B} 15 a sustainability report consisting of three dimensiens: environmental dimension,
social dimension and economibc dimension (e.g. Yegerm, Malet, Sapeha, Sushko 2008 Yegesa, Malei, Trubovich.
A 8). According to PWE (200121 SR is a practice of meéasuring. dizclosing, and accountabilicy of the company o
stakebolderns both internally and externally for the performance of the company towards o sustainable gaal, In
Indonesia, SR is still o woluptary disclosure meanimg the govemment hus not obliged the compony to issue 5B
Internationatly, the GRI pudelines of the G4 version are the puidelines currently wsed to compile worldwide
recognized SR disclosure reporting (GRI 20030, GRI comtaing the disclosure of governance and perfommance
along with the mpacts of the three sspect: of compny pertormance, namely the impact of the environment, the
soind imipacts and economic impacts that the company genemtes and the documents required in disclosure onder
certain conditions that must be met (Global Reponing nitiacive. 20030, Theough this unifocmity, it is hoped that
the seport disclised by the company is mereasingly accountability and fransparency to the public,

2.5, 50wk Performanee

Baged on the Investrsem Guide Book in Indonesian Capital Mater. shares e certificates indicating poood of
ownemship of the company and sharchelders have rights over claimes against ineeme and activity of the company
(Bapepam, 20003:9). Stock performance i a company’s ability o atiract investors o invest in the company in ordes
by isbtnin return and achieve the company's goals, To memsure the performance of shares in the company, the
rescurcher mwses stock returms obtwned from the closing price of 1C1 stocks. Good stock performance i seen m the
rise insock prices above the macket index value (Mursasi, 20075 Investors always pay atention o the merease or
decrease in stock value i the capstal market becawse 1t = related 10 the return of stock investment considering the
bevel of sweck price speculation, According e Sharifi (301 T, stock price speculation is a consequence of investions
in getting the latest information before other mvestors find the infermution in making a deci=ion k buy or sl
shares in the copitnl market

2.6, The Inflaence of GOG Mechanisms on SH Dischsarye

The Boand of Commissieners is one of the imporimt reles inothe GOG mechanism in overseeing and providing
direction for the company o mapage the company's pedfermance well, Good oversight will prevent the company
friom a conflict of inierest, In addition to supervising and advising the board of directors, the function of the board
of commissioners 5w ensure that the company bas carred out its social and envivonmental responsibilitics
through the effectivensss of corporate governance (Agustia, 201 3a). God supervision will encourage companies
ter disclose more information aboul company’s performance.

Board of commissioners consists of mdependent and pon  independent  commissioners.  Independent

commissioners are part of the unoffilited board of commissioners =o that minontes con have egqual oghts m
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every manmagement decision. 53R Disclosres illustmtes how well the company performs i increasmg the
confidence of minorities, The number of boards of cominissioners per obmpany vafes, depepding on oompay
pelicy. Bused on Law N, 400 of 2007 article 108 (5], for the compeny go public the mumber of existing board of
commissioners in the company consists of at least 2 members {Republik Indonesia, 2007). It ains 1o seduce
mishehavior,

The audilt committee iy established by the Board of Commistioners. Under the GCG guidelines of the [DX. ihe

andit committes i tasked with axsisting the executson of the duties of the board of commissinpers, mehudng (1)
presenting reaspnable Nisancial statements in acoordance with GA AP, (i) applying effectve mterpal contrals, rsk
management and GG, and (il that the function of intemal ond exstemal aoditing 15 going well, With the
supervision in reporiing and mtemal contrel Eore intense. it is expected that information submited by company
become more complete and ransparent. The size of the audil commites is mdicated by the imtensity of mesting
pmong members of the sudit committes, Bosed on the Begulation of the Fimancial Services Authority Mo, 55/
POXK0S /2003 seaces that in the intensity of meetings conducted ar beast 3 months o in& vear an beast 4 times,

Mlanagerial share ownership is the participation of mandgers as sharehalders ownmg cemakn shares in & company.
With the concurnent interesd, it will increase the chonce for management o mamge the company for the bester. [n
agency theory, with mamagerial share ownership, companies com reduce apency costs because of conflicts of
ierest will decrease, so management becomes confiden o disclose the company's performance to the public
becavss the management will work in accordance with the intetests of stokeholders,

H v yize of the Bovied of comenibsatoners influences the SR diselosure

HI b praportion of independent commixsioners influences the S8 diveclosure
Hi oo size of the alls cominiinee ifTuences the SR aiselosire

H{ o Managerial share ovwnership affeces SR dlzolosure

17. The Effect of (oG Mechanism on Sweck Performance

Effective GO implementation is demonstrabed by the right decision making =0 a5 to mmprove the compony’s
gock performance and have o high return on mvestneent because of b5 sraegy bocouse bt hes been though
through and i ferwand-ooking. This makes mvestars think that risks o the company ane decreasing and have a
hig ermaigh going concern opponunities that are mobe aitracive o investors, Conpankes are oot only orkemed o
entiies, but also contribute to stzkeholders and minorties who are afse strugeling with the company's success
Companies that pay clos: attention to minetity interests so they can abtrisct in the capitil merket. This can giree o
signal o potendial investrs i be inerested in investing into the cormpany and can increase the stock price due w
un inerease in demand o that the return obiamed will be greater,

Regular mecting of members of the audi cominmittes to discuss internal control i a company. whether it B going
weell ar not to avoid fraud. With the audit commitez, the reponts produaced by the company 1o be qualified and
protected from fraud, so that myvestor confidence o the company will be greater. Managerial shanchelding in the
company, it manager and shamchelder, belps o encourage management management 0 mmproving the company's
perfomuance toearn retirn an shares myvesied o tbe cormpany, Based on the ageicy theory . ranagerial owrership
will recluce the conflict agency so that investors are confident that the company's shares will be managed better
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for management not only for persenal micrests but also for sharcholders: mierests, This means thal management es
capected 1o heve compony shaves b reduce the cos of conflict end work in the interests of all pamices, With good
management performance and focus on the company's stock, the Tuctaion of shure price will become stable, so
dernand becomes high and the petam carped also increases (Mursasi, 200 7) so that stock performance increases.

H2 s pize of the bovred of commmilsstovers influences the srock performanee
H2 0 prapetion of Indepeident commnlszioners nfleences stock pedformance
H2 s stze aof the awdls commninies InfTaences the ok performonice

H2.a: Managevial share swnership gfecsd o geck performance

2.8 The Effect of SK Disclusure On Stock Performande

In signal theory, SR disclosunes are made o assist cormpanics in mising invesior interesd through the operations of
participating companies e replize sustainoble performonce towands pature and reseurces that can sustain fife
the future, Compleieness of mepons produced by the company can provide added value for the compony
blormover, SR disclosure has become a special concern and is being developed worldwide. Therefode, investons
will be imterested in investing in companies that have been able to publish 5B because information symmetry is
getting smnller,

H3: SR disclosure affects stock performance

The Influence of GOG Mechanism On Siock Peformance: Through SR Disclosune

SR 15 o mediation wariable vsed os o bndge to demonstrute the role of GUG to the firm's performance for
investors. Stock performsmes is dentical to the presence of shareholders or investons as the company's mvestors.
Sock performunce should display stuble sock markel condiions and mguire eftective aversight of GOG, Mony
mvestors only recspnize the board of commissioners, audit commitices and managers entering i the stakcholdess.
However, they are an inseparable part of the GOG role. To be oble to convey b message from GOG it s necessury
ter repart @ report o give an idea of what hes been done by the company, ome of which is sustaimability repon

In the medmtion relabionship. before the board of commizsioner size varimbles directly affect the siock
performnce as in the ressorch Agustio (2001 360 and Sharifi (200 7). the variable must hive an mdarect relationship
through 5B disclosure, Mediation can be said to be successtul when SE disclosure vanables and stock
perfommance have significant effect. Based on the description above, the mescarcher proposed the follwing
Iy poahesis:

Hd e qize r.l_ﬁ.ﬂ.h' EPRTEY ) ﬂ'_fu.#:l'l#:ll'.ﬂﬂml‘t‘r.t mﬂrm'm‘ﬂ. ek ;Jn':'.l_f:w.'ur.lr\-:'t'rﬁnmll.;.rr SR dizclosre

M4 ke prepention of indepeident commnlsstoners nfleences stock pedformance thioigl SR disclosure

M e r sige of N mndls covmnittes nflonences stock performance througk S8 i lomre

Hd ! Hnmﬂg-éﬂ:r.l' slere rm'r.lr:'.l‘.ﬂ'dr,l! r.j'_i"&:"l' ot £l pé-.-:,l’r:-rm.::m-# |'Ir.l'¢.-.|r||;|'1 SR disciosure
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3. Resvarch Methodalay

31, Research Deslgn

This esearch was condicted usig quantifative approach. The explorativie research approach s to explam the
reluticmship between variahles through hypothesis esting that has been predetermmed o obtain the resalis of
resgarch that cam be generalized.

32 The Meansarement Model

3.2.1. The skee of the Baard of Commissioners

The board of commissioners is someone nesponsibbe for overseeing performance and advising the boand of
divectors in management management. Based on the Company Law No. 40 of 2007 article 108 (1), the board of
commissioners is one of the organ of comperme structure that plays oo important ke in the Geperal Meeting of
Shareholders especially in overseeing the Gnancial performance of the cormpany i accordance with the anticles of
pssociation and giving advice to the board of diredors (Republik Indonesia, 2007}, This varinble uses the mtis
geale by measaring the wotal sumber of board of commisioness. both independent commissioners and non-
mdependent commissioners listed in the anmual report { Agiz, 2014}

X221 Proportion of Independent Commissioners

An independent board of commisstoners s port of a board of commissioners whe & not affilised, neatmal and
impartial. Affilise relaionships such s family refationships with company owners or former members of
directors and managers or anyvone who hos beld positions in the company. [n this study, the scole used is the rabio
scale and the proportien of indepadent commissiones measured by the following formula { Agusta, 2000 3bj:

KOMIND = (Muwmber of lide pendent Commissioners)| Total of Board of Commisioners) L 1005

323, Andit Commibties Sieo
The wedif commities is the party sppointed by the board of commizsioners to assist in completing the duties of the
board of commissioness in canying out the GOG mechanim effectively. The audit committor serves o overses
the reporting svstem to comply with the applicable [IFREs, The researcher mensored the opde commitiee osing the
rdin scabe messured by the number of meetings among members of the sudit committes which held a three-yeur
reponing period (Aziz, M004),

324, Managerial Share Ownership

Manogerial shore ownership & the sum of the oty shares owned by the mansger o= o party of the company's
inferests of the todal outsanding shares of the company. The ratio scale is used in this varable and and ranagerial
sharcholding s measured by the fellowing formuala (Agustia, 20030

MlAMNAL =  (Mumber of managernial shares i Todal shares outstanding) o 1R

325, Suwk Performance

Stock performance is the company's ability to atiract investors w invest in the company in order 1o obain reiurn
and achieve company poals. Proxy used is stock seturn,. Beturn ol shares o5 the resall of relumns meceived by
mvestors on mvestments made, The price used 15 the closing price of shares (THSG) at (Yohoo Finance, 20071
The ruties scale is wsed in this vinahle, with the follosaing formula {Shamti, 200 7k
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RETLUHHEN = (Pt - Pit-1iFiPi-1))

Mobe:

BEETURM = Sock retum al yenr

M = Bock price at year 1
Pii-1) = Siock price af year {1-1)

3200, Sustainahility Report Disclisurs

SR Disclosure is a form of coporade responsibility in publishing company performance as o fallow-up of the
company’s enveronmment, This variable uses the proxy of GRI G4 indicator swhich has 91 jtems oonsisting of 3
citegaries numely social cotegory (including human rights, lobor, proghucteon pnd society responsibilidy ), economy
ul environment (Ghobal Reportmg Initiotiee, 20003) This vanable vses dummy vanoble o scole mte with the
Following foomula (Aziz, 2004):

X!
SRDISC = o
5B = 51 disclmeure
=l = Number of items disclosed, using dummy variables, | = item disclosed, 0= flem not dischsed
X B = Armeant 10 ke disclosed. maximum vatoe i 91
33, Types and Sources of Data

The type of ditta used by researchers in the form of quantitative data, and data sources used are secondary data.
The data iy obdained from 3 main sources, oamely the official website of Indonesia Sock [ Exchange
oy e corm. website of each company, and Yaloo! Finance. Researchers examine all sectors of companies
fisted on the Indonesin Stock Exchange (DX} from the range of 2004 o 2016,

3. Pepulation and Samples

The populatien wsed in the reseach @5 all sectors of companees listed in Indonesin Stock Exchange (100X periosd
of 200 14-20106 and has published sustainability repoat. Besearchers use the study period from 2004 o 2006 because
the company wses GRI G4 indicator. The total population of companies that have published SR during the period
AlA-200 0 £5 116 companics. Based on the selection of sample selection eriteria conducted by rescarchess, of 116

companies that publish 5B on the BED during the penod 2004 to 2006, there are 113 samiplies that have miet the
criterit, Sea Table |

Table 1. Simmpling Tecbmyue

[Fo___[ Crierin P T T e 1T Toe
. Contigrane= Disted on the BED pailisk SR v 41 1 R [RE]
T, D sz 0 gl e lims i - I 13
3, Mo informetios m [HEG = = | 5 2
Sl vl 35 41 | 17 113

1.5, Technigues Analysis
This reseqrch uses analviical technigues in the form of path analyvsis or path onalysis, becouse in this study
reseirchers used the influence of intervening variabdes as a lmison beevesn dependent and Endependent variables
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in hypothesis festing. The mesearcher fesied the hypothesis using path snalysis with PSS version 20 ststistical
ol The analysis test iz used 1w find ot the velatonship of a set of verkabbes either direcily or indivectly, The
reseurch madel cun be formadated os follows:

Modcl | 2 Z =0+ BLEKOMIS + 2 KOMIND + 3 KOMDIT + pd MANAJ + 2
Maodel 20 Y = + 1 KOMIS + f2KOMIND + f3KOMDIT + BAMANAT + RS RETURN + &

The first model deseribes a simple linear regression with SR disckosure as the dependent varioble and the secons
izl describes multiple linear segression with stock performance as the dependent variable. Both models are
wsed to analyee the indirsct effect of the mediatien variable, e SR disciosurme.

A, Hesult and Mscussion

4.0, Deseriplive Statistics

Companies wsed in the rescarch are oll sectors of companies listed in Indonesia Stock Exchunge (10X and have
published sustninability eport (SR} period 200042000 and using GRI G4 guideline. The sample of company used
bag been i accordance with sample selection critera using purpoesive sampling. The number of companies thal
publish SB= in 2004, 2005, and 20016 respectively are 37,41, and 35 earnad from the webs=ites of each compuany.
Eliminstion resilts according o sample selection criteria risalied in the number of research firme in 2004, 2005,
and 2006 sequencing wene 35,41, and 37 mspectively. See Tahle 2,

Tabde I, Dmsriptio: Salslics

Mimimum Muasimim Meas S, Deviaioe
BN D s LELL {1 A5 TG Li |40
MANAL I LLLLY 4R {1LHI27 I0hH 0 CHIR GRS
o BETURN | Do ) LEIHAIA 4 -ODneRERe) | DLMATSRET4
SROISC 0054045 115 5055 13 | Bieer | 015739219

Descriptive statisticnl araly=is describes the descriplion of ronge, minimam ealoe, maxmmum valoe, mean valoe,
ond standurd devistion, This study vses size of the board of commissioner (KOMISE, propetion of independent
coimimissioner  (KOMINDY, audit committe:  size (KOMDIT), managerial  share ownership (MANAT).
sustiinability report disclosure (SEDISCY, und stock performance {RETLTRM),

d.2. Test Resolt Analysis of Class Assumptions

Mormality pest was performed vsing Kolmegosoy -Smornoy non-parametie stabisiecal st with p-values 003, The
pesults showed that the madets | and 2 have p-value of 0062 and U000, so the research data b5 sl not nocesally
distributed. Furthermeore, the rescarchers reduced the outler dote through casewise on the regression result
gradually and had eliminated 13 putlber data. Initial sample data showed & total of 113 samplbes and 00 meet the
standurd of dita nervality, the fmal dat uwsed after eliommating the dato @ilier of the sample data of the
rescarcher i be 00 samples. Afer the process of elimination, the resolts shosed that the models | and 2 have p-
valpes 003 that is egual o 001349 and 0,309, Thus, this study has been normally distobuied, The nesult of
beteroseedasticity test, multieollinearity 1oet of smoceerelation teat hos beon qualified, See Tabkle 3
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4.3. Hypotheses Development
Tahle 3, Reprossion Teal Beaals Model |
s gandbinl ieed CoelTiem mis "
Mlndel B Sul Eror Sig
Do o UATH o000 LLELLY
RIS TES AHKIE 041z {LA8S
EOIND A1 2 0,15k 14154
KOmorm g 0 HIT 11204
MANM SApdal 1,802 114147
R Sqpare i

Dependent Yariskle: SROISC
Bazed on these simple linear regression resuls produce the first equation as ol lows (see Table 4):
L= 0476 - 0RKOMIS — 0, 260KOMIND + 0 002KOMDIT - 3 642MAMAL + 2

Talls 4, Bepressiom Tl Rsalis Mode] 2

;Mll'l}ﬂ Llnslamlamlized CocfTacienls Elu.
B [5uil. Erren

Cnnanmd L0551 £1. 2K 1)
AR lm.?ld- TR A
ARTTE 6 156 012235 i
BOMUHT [ TECIE] [IECTE] 1 ks
MANAS _fiBan R IS
BRISC SEEAE]| L1 IS
B Squwe | 0,134

Dhepemden Varisibic: RETURN
Based on these simple linear regression resuls produce the second equation as folliss:

Y = -0550 H 03K OMIS +0 S6KOMIND +0005KOMDIT - [ B48MANAL - 003 |SRDISC + &
The medistion variuble can be said to be significunt if the indirect effect value is greater than the direct effect.

The indirect effect is obtaimd from the mubtiplication of drect effect cocfficients X — £ and 2 — Y. The
folkwiing s the calculation of te magniude of indirec effect:
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Fignare 1. Diapasm Palk Rescarch Rizvaks
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Froan the path disgeans (see Figure 1), 0cas be seen the coeffickents of each vanable vebationship that will ba used
tex cabeulate the magnitude of indeect effect. The folkwing test resulis indiract influence (see Table 5):

Tahle 5, Imsfiret EMeel Testing

H . r, |
Hyporbes s g‘i} Ffkdcs leﬁltjim | Tl
H4 4 4sT [REE L [ [ e
Hi b 1I.$_ (RIS [§ M |
[ His IEECHE | w4 | Da0GIZE
H4 4 [LKETRT ] RN REC R | FSAA520

4.3.1, The Influenee of GOG Mechanizms on SE Disclosore
4.3.1.1, The size of the board of commissoners Lo the SE disclosure
The Law of the Compuny Mumiber 40 Yeor 2007 arficle 108 {1 states that the board of commissboners plavs an
pportant role in carrying out the GOG mechanism. In the agency theery. the board of commissioners is cne of

the pmncipal parties that have an important role i everseemg the operationi] performunce in onder o keep the
company running clhfectively, efficiemly and ecomemicully.

161




JOURNAL OF SECURITY AND SUSTAINABILITY IS5UES
155N H20-TO 1 TS8N 2020-T025 (online)

2020 Volume 9 January

b el ! 10,97 7003551, 2000.9 (1 2)

Scopus’

According o Hussain o al, {2006), the existence of this nsgnificant mfluence occurs becouse the board of
cofnimissicners stll reguine adapration with the existence of SR, This adepiation process is conducted to dinsct the
hoard of commissioners o going concem throogh mproving the sustainobility of the company's performance m
the fumre, This 1% of concem o esearchers because of the GRI G amendment these 15 congidemble renewal of
the previous guidelines (Huosswin et al ., 20E6). The study is consistent with Aoir (20040, Hussoin e al, {24018 wnd
Mahmood and Orazalin (200 T},

This study b5 inconsistert with research by Jongpeo et al. (200043, neveals that the existence of a professional boord
of commissioners will hive 2 major impact on the qualite of SE disclosure, Thus, the govemment needs to reform
the board's membership (o develop the professional bevel of the boand of commisaioners in order o improve SR
reporting in developing countrics,

4.3.1.2, Proportion of independent commissioners e 5K disclosure

Independent commissioners come from newtral parties outside the seepe of the company, such as members of the
THL, government officials, or anyoine else wha has no affiliation relatiomship with the company. Bagsed on agency
theory, the invalvement of external parties m a company con minimize the conflict of interest. This sitaatien will
encoueage the management of the company 1o dischose all informatken regarding the actual condition of the
company to stikeholders including invesiogs.

The fonction of an mdependent commissioner a5 a peatral party is 0o represent o proded mmority reghts agains
magority partics’ decisions. According to Khafid and Anikia, (2005), the duties of mdependent commisioner
function become nobt maxinal becowse of the low competence and knowledge, different backgroand, and have
mEny ather activitbes outside the company, This is an obstacle for independent commissioners i enosuraze the
disclosure of SR i the company because it still does not understamd well the existence and benefis of S8, This
studly supports the mesulis of rosearch from Aziz (20043, Jangen et ol 2003, Khafid and Aniktia {2005) and
Mahmond and Oragadin {20007,

4.3.1.3, The size of the audil committes on S disclosore

The awdit committee servies to assist the board of commissioner's duties. In this variahle. researchers use the
imtensity of mectings in a period as an indicator of the audil commitiee's performance on the interests of the
company, Judgng from the agency theory, the audit commities serves to help reduce the presence of asyvmmetric
informmation im GOG through intemal contrel systems, However, this study prodaced insignificant muences. This
rzans that the intensiny of meetings by the audit commiites does not affect managemsent in expressing the SR
maximatly. The Compeny undenakes SR eporting enly do fulfill the obligations of Law No. 40 of 2007
concerning the Compony regardless of the enfity’s responsibility on an ongoing basizs, This stuly supports the
rescarch of Azuz (2004) and Hussain et al. {2006} partially,

In the study of Hussuin et al. {2008), only from the social peint of view affecting SR disclosure, This happens
because the conpany anly considers the legitimacy of the community o keep going concem {Khafid & Anikiia,
ZplE). In teros of environpsent abd economy, the company ks sill fecusing on mproving the  reporting
framework. In line with the chonge in GRI G4, there 15 a chunge of TE% cconomic dems [ Hussain o al., 2006)
bmpacting on the resulis of this study .

This = contrury o the findings of Khafid and Aniktin (2005) statmg thot there 13 a signitcant relatonship
bepween the audit cormmittee and the SR disclosore. The function of the awdil commilee a5 a communicaton

medium cun help the company to gain mvestor confidence in obfuining the required imformation. However. in this
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sudy reveals that 5B reportimg can not describe stnkebolder desire for any information that has been published, so
asvinnedry information is still found. Thus, this can Fead 1w the opening of management epportunitics w hide
mftormidion held 1o stakeholders and mvesiors,

A3.0 4, Managerial share ownership of SR disclosure

Based on the resulis of research velated 1o the agency theory, the company still can nol reduce the conflicr of
inferest causmg higher azency costs, so companies nead to be careful in disclosing intormation m SR {Iriyanto &
Mugroho, 2004). Moreover with the policy of voluntary disclosore, encourage companies b reduce the
publication of negitive information o the public abow conflicts within the company, The research findings
suppoct the results of rescarch by Khafid and Asiktia {2005) and Hussain et al. 2006), The absence of a
signifcunt mffoence from this variable is due o pob all company management having ownership fghts over a
company or ownimg shares bot small (Khebd & Anikbn, 2005}, s0 managers are ned mativabed (oo disclose
coimpany performance (o SR repoting.

This is contrary b Avie {2004) study, which sfutes that manageriol share ownership affects 5B disclosure, Given
the managerial ownership of a company, managers will scek o disclose company information becawse the
manager ilso acts as a shareholder witkin the compiny. Increasingly open and transparent informatin csm
increase shurehalders’ confidence in the company's management of asymmetric mfommation

432, The Effect of GOG Mechanism on Stock Peformance

4321, The size of the board of commissioners to stock performance

Asspciated with agency theory, the large mumber of beard of commissioners can determine the course 6F oonine
und supervision of the management compeny {Agustia, 200363, Low controd and supervision lead 1o 5 conflict of
inicrest betwoen the agent and the principal, Inthis css, rescarchers suspect that the board of commissiones may
stilk be less professional in overseeing the performance of management in decision making {langgu et al., 2014,
o the opporunity for small going concem.

Board of commissioners has an impoant role o improving steck performance thirsugh supervision with fulre -
oriented sirategy und prospective. The view i different if the number of the board of commissioners of o
coimpany s not proponaal o the size of the company. Acconding G Agustia {20030}, coordination bebween
members becomes less systemtic ond structured doe to too much the number of boards of commissioners., s» the
company's performance beeomes fess maximal. The results of this swudy suppon Bhutta et al. {20040

Listed o the Company Law Mo, 40 of M7 aticle 108 (5), thar for the company so publee: boand of
comimissioners B a minkmum of 2 members, However, good corporate perfoemance also depends on the
professionalism of the bourd of commissioners and proportional m deferminmg the number of bourds of
COFTITE RS 1M s,

4.3.2.2, Proportion of independent commissioners to stock performance

The proporte of mdependent comunbsioners luas a Senificen infuence oo ook peifonnnce, taeaning e e
comimissiones has Tulfilled the dutbes and functions as an mdependent commissiones. Minority nghts have been
well sabmidted by mdependent commissioners, Thus, the sipaal given by the compiny is able to sitract investors
and incrcasg sock prices i the capital market .

In agency theory, especially on stkeholders swch as an independemnt commissioner i a broader responsibiling o
the company's policy of mite of returm (Agustia, 2003k As a neatral pany . the effort to increase the performance
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ol sheres through stock returns can be well executed while mamiainmg minocidy rights i every decision, The
improvement of the company's performones 5 oble woincrease the confedence of the capital macked (Agustia,
201 3k} =ov that shareholder retum will incrense (Sharifi, 2007), The results of this stedy are in line wih the
research of Agustia (20130}, Al e al. {2007), and Sharfi {2017}

In geweral, corporate govermance is impotant in aBocating profiability and growth of the company effectively
und efficiently, providing o higher refurn than the cost of company capital. In this case contrary to the rescarch of
Bhutts et al. (2004} which states that the propodtion of independent commizsioners does m affect stock
pertomunce,

4323, The size of the audlt committee on stock performsance

In agency theory, the audit commicee is a newtral party in a conflict of interest. As a newtral pasty, the audi
commitiee hos o rele in sepamting the differences of interests between managers angd stakeholders (Ali & al.,
W7 Measurement through the intensity of meetings indicates pocd coondination amang members b mprove
the company's intemal controls oo avosd frowd (Al et al., 20075 In research shows that the relationship con
support the lesel of progress of the company. so that the signal given is able to attmact investors. In regular
meetings, the uudil commaties i able ko coordmate well in minimizing mermal contlicts. The luck of conflict of
interest, will resut in increase of investor’s confidence in increpsing stock neturn company,

In this variable, it supports the results of Ali et ol (2007 which stoies thot the size of the sudit committee can
influcnee steck performonee, Oforites Jasa Keunngon (2001 states are not in L because it s coused by mistakes
mvestors in choosing the right company and profiable in investing. This sudy B in acooedanae with the Financial
Services Authorily (200 1} statement, that the sudit commities is able o support government reforms, by assisting
in solving problems and developing corporate povernance through the company's financial satcments in
Indonesia. This study contradicts the rescarch of Bhotta et al. (2004), which states that the siee of the auds
comminee has no effect on stock performance. This 15 caused by the mistake of iovestos i choosing the cight
company nnd profitable in investing.

4324, Munagerinl share ownership of stock performemoe

o this research, managerial share ownership can not be a ool o aveid conflets of inerest and deoes o affect
mvestor resctions on stoek refums obtaned (Bhutka e al,, 20045, This is presumably becoose most compinies do
et implement o Management Sieck Option Plan (MSOP) policy o have a snall amount {Khafid & Anikia,
21 5), The policy is shown as the compony's efforts o reduce manager misconduct i fulfilling its persomal
micrests (Apgustin, 2013k}, With this persopal inberest cause ppents to limit the information thut corporode
nnpmgenent as w stakeholders. This study suppors the research of Agustia (200 3b}and Blutta et al. (2004).

In controst to research Sharifi (20073 states that monagenial share ownership effect on stock  performance
blanagenial share ownership bas the efficiency i epcouraging managers to work more productively and incrense
the retum ps cxpected by investors, Stock owoership s able o provide an importamt mle o the company’s
effective and efficient performance in order to improve long-term poing concem.,

4325, The Effect of SR DEchisure To Stock Performance

The desckosun: of SR has po significant effect on stock peformance dus to the company issaing the SR sl no
detivering the mformation masimally o still less open so that the signal given by the comgpany has not eached
the investor's understanding {Stekelenburg et al,, 200 5)
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According fo Stekelenburg et al, (2000 5), views that compunges thot mvest in Corporate Sustuinability Performance
(CSM) abways show higher and move promusent financial performance, vestors recognize the advantages of
these companizs, However, investors stifl do not hove the enthusizsm for susminable mformmation {Proyosho &
Hananto, 2003 The company's curent ompagement focuses on coporate policies that wall enhanee the
cupahilibies of corporate orgunizstions (Lo & Kaoan, 200070 Thos, it s necessary (o develop an anderstundimg in
micgrating sustainable systems that impact on investor valuation considemtions,

By izsuing 3Rs cun improve the relevance of company performance on an ongoing basie (Du et al, 20073
However, this view & contrury tothe resubts of the study. This is due 1o the speculative stock price that 1s always
changing so that the effects of high performance on the company's performsance is only eoporary (Stekelenburg
et ul,, A1 50, Although this sustainable sveiem is popalar omong frms, investors e still difficalt o defme as o
the mmpact of the pssessment on the defmition of sustamable refums that investors willl recsive (Lo & Kwan,
21Ty This stedy supporis Prayosho and Hananio (2013), Sekelenburg e1 al. (3015, and Lo ard Kwan (2007)
resciarch.

This dudy is incompatible with the research of Jomes o al. {307, Irivanto and NMugroho {20045, and Dw et al.
(200 7). Compemics that eam greater profits encournge management to disclose wider social information [oyants
and Mogmohe (20041 Thes, investor interest will incresse and demand on the capital market will be greater so thal
the siock price becpmes high and the rewrn carned gets bigger. Acoording to Du et al, (2007, SR is wsed by
stakebalders, especially investods, io influence the company's performeance in the short and long term because the
mformation prosented i wbde o include the valuation of stock price. In this pegand, SR s considensd an ingpodan
sowree of informution amd has broader information.

433, The Effect of GOCG Mechanism aon Stock Performance throogh SR Disclosure

This hypothesis is not pnswersd because of the stotistical test resaltz for diregt imfluence between vaable
dischosure of SR (£) 1w steck performance (Y ) showed insignificam influence. The insignificant influence of the
direct influence of £ 10 Y 15 not eligible for mediation.

Based on Baron snd Eenny {1988) theory, mesdisdion describes the causel relationships of the two vamables.
bbediation is used as a bridge of the relatinship between independent and dependent variables significantly. A
varinhle is said 10 successfully mediote the relationship with the temms have significant mfluence between GCG
mechanism 1o mediator and mediater wostock pecforosance. In this siody, the relaienship of both has o
significont infloence, so the disclosure of SR is considered not qualified a5 2 mediator,

From the resiulis of this sndy SE diclosure is said not as @ meediator, This is because SR reporting is a staned-
wlone vartahle and is still volontary disclesure, so not all companies disclos: this repotmg and indicate the
ommiure readiness of the company m isswing the 5K,

There are companies thar already have mandatory disclosure on SR, such as Singapore, Japan, France, Holland
and so ol The growth ol compaitices Wil countiies il lave mandatody disclosuie has dombnited but grosih o
wvisluntary  disclosure is also strong. From research conducted by King ot al. (2006), about two-thicds of
wlentifinble dischosure is mandutory and about onethird voluntiry, the remainder of obout cne in ben mstruments
vsing the ‘ohoedicm oF chear’ approach. Boesearch of Leh e al, (2006) sates that virually every coumry has
weaknesses and advantages with different levels in 53R repoit disclosure,
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Cudance. from o chunging GRI can be epe of the faciors of nop-fulfillmend of SR declsure as 0 mediotion
wvarioble, Rescorch Iriyvanto and Mupgralo (2004 revealed o significant influerce of SR disclosue on eompany
pertommance by wsing GRI G310 o= the research index, This means the company is still not ready with the pew
guidelings. Moreover in 2008, GRI bas set new pusdelines with GBI Standards in the hope of adjusting the

condiions of every company sordwede,

Conchisions

Based on hypothesis tesnng, the result of rescanch @ Tollows:

I The influence of the size of the boord of commissioners hos ne significant effect on SR disclosure, since
the boardt of commissionery still need adapeatken with the existence of SR o0 be able o direct the
company toward going concern through sustainability improvensent.

21 The effect of independen! commissioners" proportion has ne significanl effect on SR disclosore, since it
cormes from external company and has different backoround.

31 The effect of awdit commiities zire has no significunt effect on 3R disclosure, in every mectimg among
audit meners the result can oot meeet the peeds of stakeholders.

41 The effect of manogerinl share ownership his no significant effest en SR disclesure, because not afl
mEngerment compiiies hive ownership right= of shores of company or own shores bat sl amount,

31 The influence of the size of the board of commissioners has o significant effect on stock performance,
because il hos an unproportionate number of boand commissiopers =0 that the structure becomes less
systematic wnd well strucmired

61 The ipfluence of the propodion of indepemdent commissioners has a significant effect on stock
perfomance. as peural party able o pay attention i the nght of mimority well and able o attract
myeshor micrest through the signal given by the company.

71 The influence of audit committes size bas o significant effect an stock perfomenee, coordination ameang
audit merehers s abbe w provide good internal conteal so a8 0 minkmize conflicts of interest and inbermal
frand of the codimpany .

a1 The effect of managenial shave cwnership bas no significam effect on stock performsance, since rod all
compindes implement the Munagement Stock Option Plun {M3OF) policy so that the ownership of top
nsanagers is sl small,

Q% The effect of 5B dischesure does not have a significant effiect on stock perfornence, because investors
still dos not consider SR mporting as well as speculiative stock prices hove an effect on the assessment of
potentiol investors

1 The SR disclosure vanabde = not an appropriste mediation varinble, as seen from the statistical analvses
of the esearch indicating that the mediatbon variabbe o the dependent variable has no significant effect,
s bbdoes not qualify For the madiation vanehle,

Creerall, it can be concludad that the role of GG mechanbm s able to fulfill is duties and functions by using
high ability omd professionalism with high integrity, GO0 mechanisms thit have o significant effest on stock
perfomuamee are the proportion of independent commissioness and the size of the andit comminee, both modes act
us nevtrl parties within the company. Theretore, the number of influences thiad are not significont in this study
because thene is an ioterest in the intemal company snd can oot be inegrated well.

In deing a ressirch of course the results & a Anding will oot be perfiect due o the limetations that exist in the
study, (20 Fesearchers we GRI G4 puidelines for sustzinability report disclosuse varables and (3) GRI indicator
Cid has seane rane items an the company.
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For further research, may replace other independent varipbles such s market reasction or firm characien=tics and
consider the wse of the latest GRI iadicavor, GRI Standard. For the gpovernment, the ek of corporoe
povermines’s rode in SE disclosure should be obk to encoursge povemments to toke a form stand  against
repeting practices. [n 5B reportieg that promotes sustaimability in the fuiure, @ 5 necessary to 2et attention from
the public und governmend. Therefore, to improve the reporting in Indonese, the government cam establiish
regulations by chunging voluntary disclosure to mandatory disclosure.
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