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ABSTRACT 

 

The purpose of this research was to examine empirically the effect of sustainability reporting disclosure on 

companies’ financial performance. Sustainability reporting is a report that measures, discloses and shows the 

responsibility of the company to internal and external parties as an accountability form of organization 

performance in order to gain continuous development purpose. Sustainability reporting becomes trend and 

need for companies to disclose economic, environmental, and social performance to stakeholders. Samples 

of40observations were derived from companies that consistently become Indonesia Sustainability Reporting 

Award (ISRA) nomination and listed in Indonesia Stock Exchange (BEI) during 2016-2017. Sustainability 

reporting measured by Global Reporting Initiative (GRI) continuous reporting guideline-G4 with 91 indicator 

items and financial performance measured by Return on Assets (ROA). The analysis method used was 

Multiple Linear Regression. The results of the research showed that Economic Dimension Disclosurein 

sustainability reporting has effect on financial performance. Whereas, Environmental Dimensionand Social 

Dimension have no effects. The condition indicates that sustainability reporting in short term has not been 

able to affect companies’ financial performance. 

 

Keywords: Sustainability reporting, Economic Dimension, Environmental Dimension, Social Dimension, GRI-

G4, ISRA 

 

INTRODUCTION 

 

The main goal of the company is not only to 

seek profits or gain, but also the company is 

expected to be able to provide benefits to all 

parties involved in it, i.e. consumers, 

employees, society and the environment in 

related to management and shareholders. 

Basically, companies must maintain good 

relationships with their stakeholders, especially 

in the availability of resources to carry out 

operational activities. This awareness drives the 

community to expect the information 

disclosure by companies that is not only limited 

to one aspect of performance or single bottom 

line, but also overall indicators, sustainability 

performance that is economic, social and 

environmental performance or triple bottom 

line (Ken, et.al, 2012).  

Sustainability report is a report that 

measures, discloses and shows the 

responsibility of the company to internal and 

external parties as well as accountability efforts 

from organizational performance in achieving 

sustainable development goals. The goal of the 

sustainability report is to meet the living needs 

of the present generation without disrupting the 

ability of future generations to fulfill their lives 

by paying attention to environmental aspects 

and social aspects (Maria, 2014). Sustainability 

report can be a benchmark for the company has 

been carrying out the sustainable 

environmental development. Sustainability 

report is presented into two forms of reports 

both reported separately or in the Annual 

report. Annual report is a tool used by 

companies to communicate with external 
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parties. Sustainability report activities can be 

said as part of good corporate governance, 

which is expected to improve the company's 

financial performance. Performance is often 

associated with the company's financial 

condition. Information on company 

performance, especially profitability, is needed 

to assess the economy in the future. 

Sustainability report researches continue to 

develop related to the sustainability report's 

impact on company performance (Tarigan & 

Samuel, 2014; Nur Maharani, 2014; Safitri & 

Fidiana 2015, Dewi & Sudana 2015). 

Since 2005, the Indonesian Institute of 

Management Accountants (IAMI) and Institute 

of Indonesia Chartered Accountants (IAI) 

Management Accountants Compartment in 

collaboration with the National Center for 

Sustainability Reporting (NCSR) awarded the 

sustainability reporting award for companies 

that well reported their sustainability 

performance in the social, environmental and 

economic fields. IAMI awards on reporting 

sustainability performance is very important to 

improve the performance itself. Reporting will 

trigger benchmarking, learning, setting and 

achieving targets and building accountability, 

transparency, and encouraging the involvement 

of all stakeholders. 

This study focuses on the effect of 

continuous reporting disclosure on a company's 

financial performance. Financial performance 

is measured using profitability which is proxied 

by Return on Assets (ROA). Whereas for 

sustainability reports, economic, environmental 

and social performance use proxy index 

sustainability report (GRI-G4) with 91 

disclosure items during 2016-2017 in publicly 

listed companies that are included in the ISRA 

(Indonesia Sustainability Reporting Index) 

nomination. The companies included in the 

ISRA nomination are expected to be able to 

build a positive image for the company so that 

people are increasingly interested and loyal to 

the products sold. If product sales increase, it 

will have an impact on increasing company 

profits. The ISRA nominees are expected to be 

able to increase the company’s positive image 

which will impact on increasing sales and 

profits. 

Stakeholder Theory that explains the 

management, recommend attitudes, structures 

and  implemented practices will shape the 

stakeholder management philosophy and 

related to stakeholders and information 

received. Companies must continue to strive to 

build and maintain good relationship with 

stakeholders. (Hill & Jones, 1992; Donaldson 

& Preston, 2005; Freeman & McVea, 2001). 

This thought leads to the existence of a 

company or organization that is influenced by 

support from parties who have a relationship 

with the company. The company does not only 

operate for its own sake but also must be able 

to provide reciprocal benefits to its 

stakeholders. This theory is also in line with 

legitimacy theory. Legitimacy theory 

emphasizes that companies continue to strive to 

ensure that they operate within the framework 

and norms that exist in society or the 

environment in which the companies are 

located, where they strive to ensure that their 

activities are received by outsiders (Deegan, 

2006).  

One of the efforts to build good relations 

with stakeholders is to create business 

sustainability by using the triple bottom line 

concept. The Triple Bottom Line (TBL) is an 

Accounting framework that combines 3 

dimensions, i.e. social, environmental and 

financial dimensions. The three dimensions in 

TBL are commonly called people, planet, and 

profit (Slaper& Hall, 2011). TBL is the most 

important tool used to support sustainability 

goals. TBL is increasingly demanded  by 

companies or profit organizations, non-profit, 

and government. Companies or organizations 

begin to adopt TBL in sustainability reports to 
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evaluate performance. Evaluation of financial 

performance can be seen from the profitability 

ratio. Profitability is the company's ability to 

earn profit related to assets, the level of sales 

and certain stock capital. One way to measure 

profitability ratio is to use ROA (Return on 

Assets). ROA is a measurement of the returns 

produced by the company on its assets. This 

measurement is measured  based on the way 

the organization finances its assets (Anthony, 

et. al, 2012; Hanafi, 2013). 

Information contained in a continuous report 

on the economic dimension can help 

stakeholders to believe that competitive capital 

resources have a low level of risk. With the 

trust of investors and creditors, the funds 

owned by the company will increase, making it 

easier for companies to improve their financial 

performance. Information contained in 

economic performance is considered more 

transparent when compared to the financial 

performance of the company, because 

stakeholders consider economic performance to 

be higher in accuracy for predicting and 

analyzing lower risk information. This proves 

that economic performance in sustainability 

reports has an influence in increasing company 

profits. The management approach covers three 

economic aspects such as indirect economic 

impacts and market presence (Natalia 

&Tarigan 2014). From the above arguments, 

the proposed hypothesis is: 

H1:Disclosure of economic dimension has 

effect on company's financial 

performance. 

The environmental dimension is an 

important factor to show the existence and 

participation of businesses in dealing with 

environmental problems as a form of corporate 

responsibility towards the environment in 

which the company operates. Such disclosures 

are carried out to obtain certainty that the 

company has operated in accordance with 

applicable rules and norms. The company 

reveals the environmental dimension trying to 

ensure that the company's actions are involved 

in disclosing sustainability report in order to 

get approval from the public and ensure that the 

company's operations continue. If the 

company's operations continue, the company's 

profits will increase. Disclosure of 

environmental performance can have an effect 

on financial performance at annual returns 

compared with industry returns which will 

certainly affect the company's image through 

company values (Nofianto & Agustina, 

2014;Tarigan & Samuel, 2014; Rosyid, 2015). 

Based on these explanations, the hypothesis 

used to support these arguments is as follows: 

H2: Disclosure of environmental dimension 

has effect on company's financial 

performance. 

The social dimension in the sustainability 

report is related to the impact of the company 

on the community around the company. The 

disclosure of the social dimension in 

sustainability report is expected to provide 

tangible information that the production 

activities carried out by the company are not 

only oriented  towards profit but also concern 

the environmental and social, increasing 

stakeholder confidence (Rosyid, 2015 ). The 

company reveals the social dimension to attract 

investors and maintain the survival of the 

company for a long period of time and helps 

improve the company's image, attracts public 

sympathy so that people are more loyal and like 

the products produced by a company. From the 

description, the hypothesis to be used is as 

follows : 

H 3: Disclosure of social dimension has effect 

on the company's financial performance 
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MATERIALS AND METHODS 

 

Population and Samples 

 

The companies which become the samples 

in this study are the companies included in the 

ISRA (Indonesia Sustainability Reporting 

Award) nomination which are listed on the 

Indonesia Stock Exchange (IDX) in 2016-2017 

not the financial sector. The samples that fit 

with the criteria are 20 companies with a total 

of 40 observations. The companies were 

chosen because they have  a clear vision and 

mission and a sustainability business program 

and  in general, the companies also show the 

openness to stakeholder involvement. 

 

Operational Definition and Variable 

Measurement 

 

Independent Variables 

 

The proxy variable used is SRDI 

(Sustainability Report Disclosure Index) which 

is regulated in GRI-G4 Guideliness. In GRI-G4 

Guideliness the disclosure of items is more 

than GRI-G4 Guideliness which is 91 items. 

Economic dimension consists of 9 disclosures, 

environmental dimension consists of 34 

disclosures and social dimension consists of 48 

disclosures. The measurement of the disclosure 

of each dimension is as follows (Wijayanti, 

2016): 

           Total Items disclosed  

SR =         x 100% 

               Maximum Score  

 

Dependent Variable 

 

The dependent variable (y) is a variable that 

can be influenced by independent variables. 

The dependent variable is used to examine the 

relationship between the independent variables 

and the dependent variable. The research uses 

profitability ratio as the dependent variable that 

is proxied by using ROA (Kasmir, 2014). 

ROA Formula is: Net Profit / Total Assets 

 

Data Testing 

 

Data were analyzed using Multiple Linear 

Regression Analysis. Regression Analysis is 

used to determine the effect of sustainability 

reporting disclosures on the company's 

financial performance. 

 

RESULTS AND DISCUSSION 

 

Descriptive Statistics 

 

Based on the results of descriptive testing 

describing the three dimensions of 

sustainability reporting.Disclosure of economic 

dimension ranging from 0% -88.90%. 

Disclosure of environmental dimension from 

11.80% - 70.60% and disclosure of social 

dimension as much as 10.40% -81.30%. While 

Return on Assets (ROA) shows a decrease of 

up to 55.83% with a maximum increase of 

52.57%. This indicates that the company's 

financial condition is not stable. 

 

Comparison of Sustainability Reporting 

Disclosures with Financial Performance in 

2016 and 2017 

 

Sustainability Reporting describes a 

combination of disclosure of 3 dimensions, 

namely economic, environmental and social, 

while financial performance is measured using 

Return on Assets (ROA). 
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Fugur 1. Sustainability Reporting Disclosure and Financial Performance (ROA)  Year 2016 

 

Sustainability Reporting Disclosures with 

Financial Performance in 2016 

 

Figure 1 clearly shows the relationship of 

sustainability reporting disclosure with the 

company's financial performance. The 

percentage of sustainability reporting 

disclosure varies from 9.9% to 70%. The 

highest sustainability reporting disclosure was 

carried out by PT. Astra Agro Lestari, Tbk as 

much as 70%, while PT. Multi Bintang 

Indonesia, Tbk, which posted the highest profit 

with ROA of 43.17%. This condition indicates 

companies that report improved financial 

performance or report increased profits have 

the awareness to disclose more sustainability 

reports as a form of social responsibility to 

stakeholders. 

Sustainability Reporting Disclosures with 

Financial Performance in 2017 

 

Figure 2 clearly shows the sustainability 

reporting disclosure of 2017 varies from 11% 

to 67%.This year, many companies 

experienced fluctuating earnings changes 

compared to 2016, which affected the 

company’s financial performance. There were 

several companies that experienced a decline in 

profits such as PT. Bakrie & Brother, Tbk; PT. 

Garuda Indonesia, Tbk and PT. Holcim 

Indonesia, Tbk. However, the companies were 

still trying to report its sustainable activities. 

The highest sustainability reporting disclosure 

was carried out by PT. Indo Tambang Raya 

Megah, Tbk as much as 67% and PT. Multi 

Bintang Indonesia, Tbk, which posted a profit 

with the highest ROA of 52.67%. 
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Figur 2. Sustainability Reporting and Financial Performance Year 2017 

 

 

Statistical Test 

 

Regression statistical test was used to 

determine the effect of economic dimension 

(H1), environmental dimension (H2), and 

sosial dimension on financial performance. 

The economic dimension has effect on 

financial performance (H1) so the hypothesis is 

accepted. The result of the test showed that 

financial performance provides information 

about the financial condition of a company in a 

certain period that the development can be seen 

in financial statements. The economic 

dimension in the sustainability report provides 

an explanation of organization impact related to 

economic conditions of stakeholders and 

economic system of companies at the local, 

national and world level (Natalia & Tarigan, 

2014). Information contained in economic 

performance is considered more transparent

 

Table 1 Results of Multiple Regression Analysis 

 

Variable 
Regression 

Coefficient 
t value 

 

Sig. Explanation  

 

Economic -.305 -2.656 .012 Accepted 

Environmental -.025 -.112 .911 Rejected 

Social .042 .189 .851 Rejected 

 Adjusted R Square = 0,136 F calculate = 3.051    

n = 40  Sig. F = 0,041   

Source: Data reprocessed (2018) 
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when compared to the financial performance 

of the company, because stakeholders consider 

economic performance to be higher in accuracy 

for predicting and analyzing information at 

lower risk. With this information can increase 

confidence regarding competitive capital 

resources at the minimum risk level for 

stakeholders. From the result of regression 

coefficient testing the economic dimension has 

a negative direction, it can be explained that the 

companies have a quite high desire to disclose 

economic dimension with an average 

disclosure of 60.57%. Like PT. Backrie& 

Brothers, Tbk in 2016 experienced a decline in 

profit with ROA of -55.83%, but the disclosure 

of the economic dimensions carried out in 

sustainability reporting reached 88.90%. 

Similarly, PT. Antam, Tbk in 2017 posted a 

profit that was not too high with ROA of 0.45% 

but revealed an economic dimension disclosure 

of 88.90%. The conditions above are in line 

with the legitimacy theory even though the 

company's financial performance does not 

show good condition reflected by ROA, but 

encourages companies to ensure that their 

activities and performance are acceptable to the 

community. 

The environmental dimension has no effect 

on financial performance (H2) so the 

hypothesis is rejected. Environmental 

performance has no effect on financial 

performance because sustainability report 

affects the value of the company and market 

response in a long time. (Adams, at al, 2010; 

Burhan & Rahmawati, 2012, Nofianto & 

Agustina (2014). The average score of 

environmental performance disclosure and 

ROA of each company are still fluctuating 

within 2 years started in 2016-2017. ROA 

condition, showed an average yield of 4.58% 

with fairly sharp financial performance 

fluctuations. The company that most disclosed 

its environmental dimension was PT Timah, 

Tbk as many as 70.6% of disclosures in 2016, 

the company that most disclosed their 

environmental dimension was PT Antam, Tbk 

as much as 70.6%. 

The social dimension has no effect on 

financial performance (H3) so the hypothesis is 

rejected. The implementation of the social 

dimension requires a large asset investment in 

implementing sustainability activities. 

Sustainability activities are carried out not only 

for external stakeholders, but also internally. 

Stakeholders in Indonesia have not all seen the 

elements reported in the sustainability report as 

consideration in making decisions so that the 

sustainability report's impact on financial 

performance has not been seen (Adams et al, 

2010; Nofianto & Agustina, 2014). The social 

dimension in the sustainability report disclosed 

an average of 45.58%. PT. Indo Tambang Raya 

Megah, Tbk experienced a rise in company 

profit in 2016 with ROA of 10.80%, but only 

disclosed the social dimension in its 

sustainability reporting based on GRI-G4 was 

only 33.3%. In 2017 PT. Bukit Asam (Persero), 

Tbk with ROA level of 20.68% with social 

dimension disclosure rate of 70.8%. 

The limitation of the research is the 

sustainability activities are not all referring to 

GRI-G4, but based on the activities that are in 

accordance with the activities carried out by the 

companies so far which become specifications 

of the company so that the percentage of 

disclosures based on these indicators is still 

low. This research can only explain the 

financial performance variable of 13.6%, while 

the remaining 86.4% is explained by other 

variables outside the research.The suggestions 

given based on the results of regression 

coefficient statistical tests showed that only 

13.6% of the sustainability reporting dimension 

can affect the company's financial performance, 

so it is necessary to look for other measures in 

sustainability reporting disclosure. In addition, 
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it is necessary to expand the observation period 

so that the long term impact can be seen and 

the research samples are not limited to the 

companies included in the ISRA nomination. 

 

CONCLUSIONS 

 

Sustainability report is a practice of 

measurement, disclosure and accountability 

efforts of organizational performance in 

achieving sustainable development goals for 

both internal and external stakeholders that 

illustrate the coverage of economic, social and 

environmental activities. It can be concluded 

that the economic dimension disclosure has 

effect on financial performance because the 

information contained in economic 

performance is considered more transparent 

when compared to the financial performance of 

the company, because stakeholders consider 

economic performance to be higher in accuracy 

for predicting and analyzing information at 

lower risk, whereas the environmental and 

social dimensions have no effects. 

Sustainability report can affect the value of the 

company and can be felt in the long term, 

especially the environmental dimension. This 

condition is caused by the Stakeholders that 

have not all seen the elements reported in the 

sustainability report as consideration in making 

decisions. The impact of sustainability report 

on financial performance cannot be seen. 
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