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Sustainability Reporting (SR) is a report containing economic, social, and environmental
information, mandatory for public companies in Indonesia since the issuance of POJK
regulation Number 51/POJK.03/2017. However, not all companies prepare SRs, and many do
not focus on the determinants of SR quality, resulting in substandard reports. This study
examines the determinants of SR quality using the institutional isomorphism theory approach.
The research hypothesis posits that SR quality is influenced by CSR disclosures (economic,
social, and environmental), creditor pressure, pressure from industry groups, government
pressure, and the diffusion of shareholding structures (both high- and low-based) influences
SR quality. The research sample consists of 305 public companies in Indonesia listed on the
IDX during 2017-2020. Data were analyzed using content analysis and Multivariate
Regression. The study results indicate that almost all hypotheses were confirmed to impact SR
quality, except for government pressure, which is not supported due to the relatively small
government share ownership, rendering it ineffective. The study also finds that the diffusion
of shareholding structures, both high and low, can influence SR quality. On average, the
quality of SR among public companies in Indonesia is 64.5% in the medium category,
suggesting that companies are disclosing SR information in accordance with the POJK
provisions and considering the principles of relevance and reliability, thereby making SR

useful for decision-making.

1. INTRODUCTION

A Sustainability Report (SR) is a company report that serves
as a form of compliance to disclose economic, social, and
environmental activities [1]. The preparation of SRs is crucial
for every public company, particularly in Indonesia, as it aids
the government in devising a sustainable financial roadmap
through sustainable development programs. Currently, there is
still a debate over whether SRs should be mandatory or
voluntary [2]. A well-prepared SR should adhere to the
guidelines set by the Financial Services Authority Regulation
(POJK) Number: 51/03/2017, detailed in Chapter 4, Article
10, paragraph 1, on pages 10-11. The definition of a
Sustainability Report is given in Article 1, paragraph 13, on
page 6, which reads:" Sustainability Report (SR) is a report
announced to the public which contains the economic,
financial, social and environmental performance of a
Lembaga Jasa Keuangan (LJK), issuers, and public
companies in running a sustainable business™ [3].

Based on observations and attention to the results of
previous SR studies in Indonesia, it is evident that many public
companies in Indonesia do not follow the POJK guidelines
when preparing SRs, opting instead for other guidelines such
as those from the GRI [2, 4, 5]. This deviation makes the
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effectiveness of the regulations less apparent. Nevertheless,
companies that have prepared SRs should be commended for
supporting sustainable development policies [6, 7],
particularly with regard to the creation of a sustainable
financial roadmap. According to a 2021 Deloitte survey of
CEOs in Indonesia, 89% agree that their companies prepare
SRs to comply with government regulations [8].

Assessing the quality of SRs is crucial due to the
discrepancy between expectations and the actual preparation
of SRs. The 2020 NCSR survey results indicate that only 44
Indonesian companies were listed in the Asia Sustainability
Report Rating (ASRRAT), which is a modest figure in
comparison to the overall number of public companies in
Indonesia, particularly those that rank in the Asian class [9].
In 2022, out of the 50 companies participating in ASRRAT,
10 were from Indonesia, signifying an improvement.
However, this represents a mere 5.33% of the companies
registered on the IDX in 2022 [10]. Additionally, a
PricewaterhouseCoopers (PwC) survey revealed that of the top
100 companies listed on the IDX, only 55 had published SRs
in 2021 [11]. Since the enactment of SR preparation
regulations, there has been an increase in the number of SRs,
a trend also observed in other regions following the
implementation of policies like the Directive 2014/95/EU in
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European countries [12, 13], in India [14], Malaysia [15, 16],
and elsewhere. These instances demonstrate that regulations
are influential in promoting the preparation of SRs.
Nonetheless, it is also vital to ensure the substance of SRs so
that their preparation transcends mere compliance and
symbolism [17-19], which otherwise might result in reports
that lack quality.

The quality gap in SRs arises when there is a mismatch
between stakeholder expectations and company actions. For
instance, shareholders typically desire a substantial return,
whereas companies strive to optimize the variety of shares in
circulation. Therefore, the company must carefully consider
the composition of shares, which should not be classified
merely by government and private shares [20], majority shares
only [4, 5], public shares [21], or managerial shares [22]. The
assessment of share types is often limited to the total
percentage of shares without categorization into high and low
groups; this approach does not reveal the company's
efficiency, nor does it show whether the diffusion of the
ownership structure affects the quality of the SR. This study
addresses this gap by analyzing the diffusion of share
ownership structures, categorizing share types into high and
low, to ascertain the company's efficiency regarding share
policy and its impact on the quality of SR.

A quality SR is one that is prepared in accordance with the
guidelines and adheres to the principles of relevance and
reliability [19]. The principle of relevance is associated with
information that is timely, confirmatory, understandable,
clear, comparable, predictive, and balanced, containing both
positive and negative aspects. The principle of reliability
encompasses materiality, completeness, and verifiability to
minimize the error rate. If a company implements these
principles of relevance and reliability when compiling SRs, the
reports can be of high quality and serve as valuable tools for
decision-making [23].

The preparation of SRs has not yet been able to convince
investors to make decisions [24]. Furthermore, in preparing
SRs, it is essential to consider the various expectations of
stakeholders who exert pressure on the company, which, in
turn, can influence the quality of the SRs. The discussion of
SR quality, taking into account the determinants of SR quality,
is most suitably approached using the theory of institutional
isomorphism—including coercive, mimetic, and normative
isomorphism [25]. This theory is relevant to accounting
practices within organizations [26], which encompass
organizational changes [27], including the practice of
preparing quality SRs.

The preparation of a quality SR is inseparable from
stakeholder pressure, which may originate from outside or
within the company [4]. External stakeholder pressure, such as
regulatory requirements for CSR disclosure—covering
economic, social, and environmental aspects [19, 28, 29]—and
creditor pressure [30, 31], can coercively isomorphically
compel companies to prepare quality SRs. Government
pressure, which can be indicated by state share ownership, also
pushes companies to prepare SRs [32]. Additionally, industry
groups exert external pressure because companies face
environmental uncertainty and may not fully understand SR
guidelines [2, 33]. In response to these challenges, companies
might emulate other successful companies within their
industry [34] or follow industry associations [4, 12], which can
mimetically influence the quality of SRs.

Internal pressures that influence the quality of SRs include
the diffusion of share ownership structures through normative

3910

isomorphism. Managers, as company leaders, have the
authority to determine policies on the types and numbers of
shares in circulation professionally and independently. These
policies can reflect the spread or diffusion of share ownership
structures, which in turn can impact the quality of SRs [24,
34], particularly when considering the high and low groupings
of share ownership.

From the above explanation, it is evident that testing the
quality of SRs in public companies in Indonesia is crucial.
Questions to be addressed include the level of compliance of
these companies with regulations, whether economic, social,
and environmental CSR disclosure pressures affect SR quality,
whether creditor and government pressures have an impact,
and whether the diffusion of public share ownership structures
affects SR quality.

The structure of this article is divided into several sections.
Section 1 introduces the topic, while section 2 presents the
literature review and hypothesis development. Section 3
describes the research method, and section 4 provides data
analysis and discussion of the findings. The final section draws
conclusions, outlines implications, and offers suggestions for
future research.

2. LITERATURE
DEVELOPMENT

REVIEW AND HYPOTHESIS

2.1 Institutional isomorphism theory

This research adopts the institutional isomorphism theory
approach because it elucidates the motivations behind the
similarities in organizational forms and practices [26], as a
process that constrains and induces one unit in a population to
resemble others facing similar environmental conditions [25].
This theory also delineates how organizations align with
stakeholder expectations and secure legitimacy from their
environment, which is categorized into three mechanisms:

1) Coercive isomorphism, which suggests that
organizations change institutional practices due to
pressure from key stakeholders upon whom they
depend [35].

Mimetic isomorphism, which
uncertainty, leading organizations
institutional practices of others.
Normative isomorphism, which refers to organizations
adopting institutional practices in response to
pressures from professional norms or standards [25].

The pressure of isomorphism is exerted based on a
mechanism that serves as a motivation in determining quality.
The quality of SRs is assessed using a coercive isomorphism
approach because regulatory requirements compel companies
to develop SRs. Previous studies, such as the one by Khan et
al. [19], evaluated the quality of SRs using institutional
decoupling theory; however, this approach has limitations
because the preparation of SRs must consider the alignment of
expectations between stakeholders and the company to ensure
that the reported SRs reflect reality. Similarly, Adaui's study
[12] assessed the quality of SRs using institutional theory but
did not examine it through the lens of isomorphism; thus, it
failed to account for stakeholder motivation in determining SR
quality. Consequently, this study investigates the quality of
SRs by applying institutional isomorphism theory, which
aligns with the motivations of stakeholders.

The application of the institutional theory of coercive

2) is a response to

to imitate

3)



isomorphism is also used to explain CSR disclosures, both
economic, social, and environmental. Previous studies
conducted by Khan et al. [19] and Adaui [12] explained CSR
disclosure using institutional theory but not with isomorphism
so it did not explain the role of regulatory pressure on CSR
disclosure. Therefore, this study complements CSR testing by
using a coercive isomorphism institutional theory approach.

CSR disclosure as part of the contents of POJK regulation
Number 51/03/2017 emphasizes that SR at least contains
information about the economy, society, and environment so
that CSR testing is appropriate to carry out the theory of
institutional isomorphism because POJK regulations force
companies to disclose economic, social and environmental
performance environment.

The difference between the concept of SR and CSR is in the
content of SR which is carried out as a whole. The SR test
contains various contents including SR disclosure compliance
such as company profile, company strategy, disclosure of
economic, social, and environmental performance, positive
and negative impact aspects, and verification which in total
consists of 71 items. Meanwhile, the CSR concept is only part
of SR disclosure by focusing on economic performance
consisting of 7 items, social performance consisting of 8 items,
and environmental performance consisting of 8 items.

2.2 SR quality

SR quality is the disclosure of the SR which covers all
aspects that must be included in the preparation of the SR by
the provisions of POJK Number 51/03/2017. Previous
research has tested the quality of SR, using GRI guidelines [2,
4, 5] even though Indonesia already has its own SR
regulations, namely POJK. The preparation of SRs as a form
of compliance with government regulations puts pressure on
companies [36-38] which can force them to comply with the
rules. According to the theory of institutional isomorphism in
accounting practices in organizations or institutions [26, 39],
it is necessary to pay attention to applicable regulations so that
companies can adjust [27] the preparation of SRs [27] to be of
high quality. Apart from that, in testing the quality of SR, it is
necessary to ensure the content of the SR, including
credibility, communication and content [12], and reliability
[20]. According to Khan et al. [19], quality SR is SR that is
prepared based on the principles of [19] relevance and
reliability [19]. The principle of relevance means that SR can
be used for decision-making according to report users [40],
based on timeliness, confirmation, understandability, clarity,
comparison, and having predictive and balanced value. In
terms of reliability, SR must be comparable and credible [12]
based on the reliability aspect, SR contains materiality,
completeness, and accuracy [41].

2.2 The influence of CSR economic disclosure (X1) on SR
quality

Economic CSR (X1), namely disclosure of the company's
economic performance which contains information about
economic activities and the company's concern for economic
problems [3]. Disclosure of economic CSR is a coercive
pressure of isomorphism because the provisions for disclosure
of economic CSR are also contained in the POJK regulations.
Economic CSR activities also include socio-economic-related
activities [12, 42]. Economic CSR activities cannot be
separated from disclosure of financial performance [43, 44].
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Several previous studies have examined the influence of
economic CSR on SR quality [12, 28, 29, 45, 46]. The research
results show that economic CSR has a positive effect on SR
quality. In terms of coercive isomorphism, economic CSR
disclosure influences the quality of SR, so hypothesis 1 is as
follows:

Hypothesis 1: Economic CSR with a coercive isomorphism
approach has a positive effect on SR quality

2.3 The influence of CSR social disclosure (X2) on SR
quality

Social CSR is the disclosure of company performance
which includes social activities and the company's concern for
social problems [3]. In social CSR disclosures, companies
refer to activities related to social responsibility including
information about employment opportunities, permanent
employee remuneration, employee training, and other social
activities that are considered moral obligations [47] and
companies pay attention to issues related to social aspects [12],
anti-corruption measures [48], public policies, and compliance
aspects, which demonstrate that business processes have met
stakeholder needs [49].

Compliance informs social CSR pressuring companies to
prepare quality SRs. Several previous studies that have
examined social CSR about to SR quality [42, 46, 49, 50] have
proven that social CSR disclosure has a positive effect on SR
quality. The higher the social disclosure, the higher the quality
of SR, which means that regulatory pressure on social CSR
disclosure coercively isomorphically influences the quality of
SR.

Hypothesis 2: CSR social disclosure using a coercive
isomorphism approach has a positive effect on SR quality

2.4 Effect of CSR environment (X3) on SR quality

Environmental CSR is the disclosure of company
performance which includes environmental activities and
awareness of environmental problems [3] including
environmental sustainability [42]. Companies that disclose
environmental CSR can increase the trust of investors and
other stakeholders [51]. Several researchers have previously
examined environmental CSR disclosure about SR quality
[12]. Study results show that environmental CSR disclosure
forces companies to prepare quality SR by paying attention to
environmental costs [52]. According to the coercive
isomorphism mechanism, environmental CSR disclosure can
exert pressure on companies and influence corporate strategies
[34] including SR quality. Based on this, hypothesis 3 is
derived, namely:

Hypothesis 3: Disclosure of environmental CSR using a
coercive isomorphism approach has a positive effect on SR
quality

2.5 Effect of creditor pressure (X4) on SR quality

The quality of SR cannot be separated from the support of
stakeholders, including creditors from outside the company.
Creditors are one of the stakeholders who provide a source of
company financing by lending funds to the company [31] so
that creditors can pressure companies to prepare quality SRs
[34]. Creditor pressure is the company's pressure because it
receives the amount of funds from creditors to prepare a
quality SR [32].



According to Eccles et al. [53], the more a company
borrows funds from creditors, the greater the company's
dependence on creditors, so creditors put pressure on the
company. Creditors are measured in this study using leverage,
namely the amount of debt divided by the company's total
assets, as was done in previous studies [30]. Several previous
studies have examined the influence of creditors on SR quality
[30, 54-56]. The research results show that creditor pressure
has a positive effect on SR quality. By the coercive
mechanism, creditor pressure can influence companies to
prepare quality SRs, so hypothesis 4 is proposed, namely:

Hypothesis 4: Creditor pressure using the coercive
isomorphism approach has a positive effect on SR quality

2.6 The influence of industry association membership (X5)
on SR quality

SR quality can also be determined by pressure from
industrial groups because industries experience environmental
uncertainty. Apart from that, industrial groups also experience
difficulties in understanding SR guidelines, so in preparing SR
companies imitate other companies according to their
industrial group [25]. The definition of an industrial group is a
company's participation in an industrial community [12, 57].
Several previous studies have examined the influence of
industry groups on SR quality [12, 58, 59]. Environmentally
sensitive companies or industries have better quality
sustainability disclosures [57] as shown by several empirical
tests [12, 60-62]. According to De Villiers and Alexander [34]
when a company prepares an SR, the company feels unsure
about the results achieved, so through mimetic isomorphism
the company imitates other companies that are considered
superior according to industry associations, thus affecting the
quality of the SR. Therefore, hypothesis 5 is:

Hypothesis 5: Membership of an industry association with
a mimetic isomorphism approach has a positive effect on SR
quality

2.7 Effect of government pressure (X6) on SR quality

SR quality cannot be separated from government pressure
which plays a role in supervising the running of the company.
Government pressure is pressure on share ownership by the
government which can indirectly be used to control company
operations [63], meaning that the government normatively
puts pressure on companies so that companies inform about
SR-related activities transparent and credible manner so that
SR is of high quality. Several researchers have previously
examined government pressure regarding SR quality [31, 32,
64]. The research results show that government pressure has a
positive effect on the quality of SR. By the normative
isomorphism mechanism, the company's strategy in carrying
out the company's operational success is one of the factors
influenced by formal pressure [34], namely the government is
one of the parties that can normatively influence the company
to prepare a quality SR. Therefore, hypothesis 6 is proposed,
namely:

Hypothesis 6: Government pressure with a normative
isomorphism approach has a positive effect on SR quality

2.8 Effect of diffusion of share ownership structure (X7) on
SR quality

Managers have professional policies in running the
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company, including determining the type and percentage of
company shares. Several types of shares owned by a company
are known as the diffuse share ownership structure or spread
of company share ownership which shows information and
accountability [20]. Several previous researchers have tested
the diffusion of share ownership structures, but only on certain
share ownership structures, namely government and private
shares [20] or from public shares [21], while Arrokhman &
Siswanto [65]; Qisthi and Fitri [5]; Rudyanto and Siregar [66]
tested shares based on majority shares. Puspitaningrum and
Atmini [67] tested the diffusion of shares with managerial
shares while Singal and Putra [68]; Edison [69]; Marsinah
[70]; Rustiarini [71] focused on the diffusion of institutional
shares and Putri et al. [72] diffusion in foreign shares.

This study complements previous studies that never tested
the diffusion of share ownership structures in high and low
categories. This is a gap for researchers to examine the
diffusion of share ownership structures because the level of
diffusion of share ownership structures can influence the
quality of SR [20]. Bohren et al. [73] tested the diffusion of
share ownership structures by grouping majority and minority
shares. The results of the study [73] show that the diffusion of
share ownership structures can reduce stakeholder conflicts
and can be used by managers for dividend payment policies
and improve company reputation. Managers have the authority
to determine the company's share structure using normative
isomorphism [34] trying to maintain their professionalism by
determining the type and percentage of share ownership which
can influence the quality of SR. Therefore, it is stated that:

Hypothesis 7: Diffusion of share ownership structure using
the normative isomorphism approach has a positive effect on
SR quality

Several of the variables mentioned above are determining
factors that are implicated in public companies in Indonesia
because they have the potential to influence the quality of SR
which can be presented in Figure 1 as follows:

COERCIVE ISOMORPHISM:
e (SR economy HI+

s (CSRsocial H2+ "
¢ (SR environment H3+

COERCIVE
ISOMORPHISM
SR Quality

A
e  Creditor pressure H4+ )

MIMETIC ISOMORPHISM: !

e Membershipof an Industry
AssociationH 5+

NORMATIVE ISOMORPHISM:

¢  Government pressure H6 +

« Diffusion of share ownership
structure H7+

CONTROL:
SIZE

Figure 1. Research framework

3. RESEARCH METHODS
3.1 Research sample

Table 1. Determining the research sample

Information 2017 2018 2019 2020 Total
IDX listing company 556 618 688 713 2591
The Compa:é conceived o1 556 603 604 2178
The company structured 456 458 462 467 1843
AR & SR
AR & SR Combined 407 396 377 358 1538
AR & SR Separate 49 62 85 109 305




A total of 305 companies listed on IDX were the research

3.2 Research and measurement variables

sample. The sample was determined using purposive sampling

using criteria, namely: 1) the company prepared an Annual
Report (AR) for the period 2017-2020; 2) the company
prepares a separate SR with the annual report; and 3)

Three types of variables are used: dependent, independent,
and control variables. The definition and measurement of
each variable is presented in Tables 2 and 3.

companies that publish AR and SR on the company website.
Table 1 provides the sample details.

Table 2. Definition and measurement of dependent variable

Dependent Variable

Proxies and Data Sources

SR Quality (Y1)

The POJK Index consists

of 71 items

Relevance: (Y2)

Consists of 9 items based
on seven aspects of the

relevance principle

Reliability: (Y3)

There are 62 items based

on the principle of
reliability

SR quality is the disclosure of the SR which covers all aspects that must be included in the preparation of the SR
by the provisions of POJK Number 51/03/2017 [3].
Measurement is an SR prepared based on POJK guidelines no. 03/51/2017 [46] with a total of 71 items based on
the principles of relevance and reliability.
SR Quality=i/}, ni
SR Quality=(Relevance+Reliability)/2
QSR;; = f (Relevance, Reliability)
[Z1Z7(Relevance )] + [X1Z3(Reliability)

2
Relevance is SR information that can be used by report users for decision-making [40].
Relevance measurements are timely (1 item), confirmatory (2 items), understandable (1 item), clarity (1 item),
comparable (1 item), predictive (1 item), and balanced (2 items) aspects [12, 19, 41, 57, 73]. Relevance is
measured by the total relevance aspects in the sustainability report divided by the total relevance aspects
n=7
(> (T1) + (CF2) + (UN3) + (CL&) + (COD) + (PR6) + (B7)) |
=t ; ]
Reliability is that SR has comparable and credible accuracy [12, 41].
The measurement principle of reliability is information accuracy based on aspects of materiality (60 items),
completeness (1 item), and accuracy (1 item). Reliability is measured from the total aspects of the sustainability
report divided by the total reliability aspects

n=8

z (Materiality1) + (Completeness2) + (Accuracy3)
i 3

Table 3. Definition of independent variables and measurement

Independent Variable

Proxies and Data Sources

CSR (X1)

Social CSR (X2)

Environmental CSR
(X3)

Creditor Pressure (X4)

Industry Association
Membership (X5)

Independent variable

Government Pressure
(X6)

Diffusion of Share
Ownership Structures

Coercive Isomorphism
Economic CSR (X1), namely disclosure of the company's economic performance which contains information
about economic activities and the company's concern for economic problems [3].
Measurement of economic CSR with a score of 1 if there is economic CSR disclosure and 0 if not. Total
economic CSR measurement 7 items.
CSR index=e/Y. nEconomi
Social CSR (X2) is the disclosure of company performance which includes social activities and the company's
concern for social problems [3].
Social CSR measurement with a score of 1 if there is disclosure of social performance and 0 otherwise. Total
measurement 8 items.
CSR=s/Y'n Social
Environmental CSR (X3), namely disclosure of company performance which includes activities regarding the
environment and awareness of environmental problems [3].
The measurement of environmental CSR is measured by the total environmental aspect items in the sustainability
report divided by the total environmental aspect POJK index. There are a total of 8 measurement items.
CSR=e/}; nLingkungan
Creditor pressure is the amount of funds a company borrows from creditors which can pressure the company to
prepare a quality SR [30, 32].
3 Total Liability

o ) Total Aset
Mimetic Isomorphism

The definition of an industrial group is the company's participation in the industrial community [12].
The measurement of industry groups is by dummy variable (1). If the company is part of an industry association
and 0 if not

Proxies and Data Sources
Normative Isomorphism

Government pressure is pressure on share ownership by the government which can indirectly be used to control

company operations [63]. Measuring government pressure with a dummy variable equal to 1 if there is share
ownership by the government and 0 if not

Measurement of creditor pressure=

Diffusion of share ownership structure is the spread of the types of shares owned by a company [20]
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Measuring the diffusion of share ownership structure in two steps, namely: step 1, namely by adding up the types
of shares in the company. In this study, shares are divided into 6 types, namely: company shares, government
shares, directors' shares, public shares, commissioners' shares; and foreign shares.

Step 2 by scoring if the company has 4 types of shares such as company shares (score 1), public shares (score 1),
directors shares (score 1), and government shares (score 1) meaning the total number of types of shares is 4, then
grouped divided into two, namely total share types 1-3 with a score of 1 meaning low, and total share types 4-6
with a score of 2 grouped as high share ownership structure diffusion

Control
Variable
Size (K1)

Proxies and data sources

Size is the size of the company's assets. Size is measured by the Natural Logarithm (Ln) of the asset

3.3 Data analysis

This research uses content analysis and Multivariate
Regression. The researcher tested the classical assumptions
first which consisted of outlier tests, normality,
multicollinearity, and heteroscedasticity, all of which were
met to be continued with the Multivariate Regression test.
Researchers use SPSS Version 22 software. Hypothesis testing
uses a significance of 5% as an interpretation of the results, if
the study results show a t with a significance of less than 5%
then the hypothesis is supported which means the proposed
hypothesis is by on the evidence in the field, bro, if the results
of the t-test have a significance of more than 5% means the
hypothesis is not supported, which means that the
interpretation of the results in the field has not succeeded in
proving the proposed research hypothesis.

4. RESULTS AND DISCUSSION

4.1 Descriptive statistics of metric data

Table 4 shows the descriptive statistics of the variables with
metric data presented as follows.

Table 4. Descriptive statistics metric data, n=305

Variable Minimum Maximum Mean S.td'.
Deviation
SR Quality (Y) 0.369 0.956 0.642 0.087
Relevance 0.357 0.929 0.703 0.089
Reliability 0.139 0.989 0.581 0.136
Economic CSR (X1) 0.140 1,000 0.758 0.192
Social CSR (X2) 0.380 1,000 0.737 0.171
E”"'m“(’;‘(%r;ta' SR 0000 1000 0676 0212
Creditors (X4) 0.040 1,740 0.563 0.247
Size (2) 13,253 22,062 17,237 1,876

Table 4 shows that the average SR of public companies in
Indonesia is 64.20%. The preparation of the SR is presented
separately from the annual report and uses the POJK index.
The quality of SR in Indonesia shows a higher value than the
study by Khan et al. [19], namely 50.70% which was tested on
bank companies in Bangladesh. Judging from the results of the
relevance principle, it proves that 70.3% of SRs in Indonesia
can be used to make decisions. The reliability principle of
58.10% shows a lower value than the study of Khan et al. [19],
namely 66.7%, which means that SR can be relied on to
increase confidence in making decisions.

Economic CSR disclosure was 75.80%, a lower value than
Aggarwal and Singh's [28], namely 78.33% tested in India, but
higher than Yadava & Sinha's [29] study of 40 % tested on 329
companies in European countries.

The average size is 1723.70%, which means that the assets
of public companies in Indonesia used in carrying out
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company operations are 1723.70%. Asset usage is higher than
the previous study tested by Khan et al. [19] at 1118.60% in
banking companies in Bangladesh.

4.2 Level of compliance with sustainability reports

This section presents the results of data processing related
to the frequency of SR quality based on three levels, namely:
low, medium, and high. This classification aims to determine
the level of company tendencies in preparing SR. Qualification
is obtained from the difference between the highest and lowest
scores, namely (0.96-037=0.59), then divided by three to
produce 0.197; thus showing that<.low 0.567; 0.568-0.765
moderate; and height>0.766).

Table 5. Compliance with SR, n=305

Obedience SR Qualification Frequency (%)
Low 36 11.80
Medium 246 80.70

High 23 7.50

Total 305 100

Table 5 shows that the company has SR quality with
moderate qualifications, namely 80.70%; low qualifications
are 11.80%, and high qualifications are 7.50%. Most
companies have SR compliance with moderate qualifications
indicating that 80.70% compliance has been met.

4.3 SR quality based on the principle of relevance

The results of SR quality testing based on the relevance
principle show that all aspects of the relevance principle,
namely: timely, confirmatory, understandable, clear,
comparable, predictable, and balanced, have increased (see
Figure 2). This can indicate that the company has complied
with the provisions of the SR guidelines based on POJK index
N0.51/03/2017. This aspect can be understood optimally,
because in preparing SRs almost 100% of companies use two
languages, namely Indonesian and the international language,
namely English, by POJK provisions. Based on the overall
clarity aspect look at whether the company includes tables and
graphs as explanatory notes in the company's descriptive
information. The confirmator aspect i shows low because not
all companies provide feedback to stakeholders; the predictive
aspect is also low, indicating that not all companies list the
targets they want to achieve; while the balance aspect with an
average of less than 50% is still relatively low, this shows that
not all companies provide explanations regarding the positive
and negative impacts of the economic, social and
environmental activities carried out. However, overall public
companies have prepared SRs and paid attention to seven
aspects of the relevance principle, this is by previous research
[12, 57, 74] which shows that they fulfill the relevance
principle [19, 75].
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Figure 2. Principle of relevance
4.4 SR quality is based on the reliability principle N Lo
Reliability Principle
The results of SR quality testing based on the reliability 1 0.871 0.906 0.945
principle show that almost all aspects of the reliability 0702 0.71% 0.744 0.753
principle have increased (see Figure 3), especially in the
aspects of materiality and completeness from 70.20% in 2017 0.5
to 75.55% in 2020, indicating that the company in preparing 0.102 0.097 0.129 0.101
the SR have paid attention to the content. This research 0
supports previous research [12, 76-80] that materiality can 2017 2018 2019 2020
measure SR quality.
The completeness aspect also shows an increase, from = Materiality = Completeness = Accuracy

83.70% in 2017 to 94.5% in 2020, which means the company
has approached stakeholders in preparing its SR. This research
shows that SR quality based on the principle of reliability also
pays attention to stakeholder involvement so that it can
understand the expectations of both internal and external
stakeholders [4]. The accuracy aspect experienced
fluctuations, namely a decrease from 10.20% in 2017 t0 9.70%
in 2018; in 2019 it increased to 12.90% but in 2020 it fell again
to 10.10%. The results of the accuracy aspect are very low,
which means that in preparing SRs, most public companies in
Indonesia have not been verified by independent parties,
meaning that there are still many SRs that have not been
validated by external parties. The validation results are in the
form of a statement attached to the preparation of the SR, as
proof that a verification test has been carried out. The very low
verification results show that the accuracy of SR needs to
receive serious attention as an assessment of SR content
confidence so that it can show the level of SR substance that
is not only symbolic [18, 41]. This research is consistent with
previous research [12, 19] which shows that it is necessary to
carry out careful reliability testing in assessing the quality of
SR because the verification aspect is still low. However,
overall this research proves that the preparation of the SR has
taken into account the principle of reliability, meaning that the
SR has been prepared to be reliable. The study results show
that companies need to pay attention to validation
measurement techniques from independent companies. Figure
3 presents a graph of reliability principles.
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Figure 3. Reliability principles
4.5 Descriptive statistics of categorical data
The descriptive statistics of variables with categorical data,
namely industry membership, government pressure, and
diffusion of share ownership structure are shown in Table 6 as
follows.

Table 6. Descriptive statistics for categorical data

Variable Low % High %
Industry 30 9.80 275 90.20
membership
Government 225  73.80 80 26.20
pressure
Diffusion of share
ownership 138 45.20 167 54.80
structures

Table 6 shows that industry membership is very high,
namely 90.20%. The results of the study mean that the
company is aware of being involved in the industrial
community so that if the company has difficulty in preparing
the SR, it can imitate other companies according to its
community. A lower value for industry membership when
compared to a previous study of 95.24% tested by Adaui [12]



on public companies in Peru. If we look at the government
pressure variable, it shows 73.80%, which means the company
has low qualifications, and only 26.20% has a high
classification. The achievement is almost the same as the
previous study tested by Lulu [32] only 29%. The results show
that government share ownership in companies is only small
compared to companies without government ownership. The
next description with categorical data is the diffusion of share
ownership structures. Diffusion means spread. This study
examines how wide the spread of company stock types is. The
diffusion pressure of share ownership structure shows 54.80%,
which means that it includes high share structure diffusion,
meaning the company has more than 3 types of shares.
Previous studies only tested share diffusion based on

government shares and company shares [20] by showing more
for public shares 75.47% which influenced the quality of SR.
Trianaputri and Djakman's [81] study shows that the diffusion
of share ownership structures has an average of 33.89% tested
on companies in Asian countries, but the study does not
explain the type of share diffusion.

This study elaborates on testing the diffusion of share
ownership structure using two steps, hamely by determining
the number of types of shares and then classifying the types of
shares based on high and low. Classifying stock types based
on high and low can help managers assess the efficiency of the
distribution of stock types. The types of sharpeners as a
reference for the distribution of diffusion classifications are
listed in Table 7 as follows.

Table 7. Type of shares
Description CS PS GS DS CsS oS
Mean 4155 2061 1387 1.99 222 19.95
Median 4930 18.30 0.00 0.00 0.00 12.66
Min 0.00 0.00 0.00 0.00 0.00 0.00
Max 98.70 64.70 8154 4110 7218 80.69

Notes: CS: Company Shares, PS: Public Shares, GS: Government Shares,

Table 7 shows that the average type of company shares is
41.55% of all types of ownership. The highest share ownership
is 98.70%, namely company shares, which means almost
100% of the shares are owned by the company. The type of
share ownership with the least ownership is directors' shares
with an average of 1.99%, followed by commissioners' shares
at 2.22%. This shows that companies do not always provide
compensation to directors and commissioners in the form of
shares. The grouping of stock structure diffusion can be seen
in Table 6 above.

4.5 Hypothesis test results
The results of content analysis and Multivariate Regression
can be tested for hypotheses based on the 5% significance

level shown in Table 8 as follows.

Table 8. Hypothesis testing

Coefficient t Sig  Description
Variable St.
Deviation
Constant 0.173 0.045 3,819 0,000
Economic CSR 0.183  0.022 8337 0000%% _ H%
Supported
Social CSR  0.155 0030 5068 0,000% _ HZ
Supported
Environmental . H3:
CSR 0.236 0.022 10,913 0,000 Supported
Creditor 047 0015 3218 0001 _ ¥
Pressure Supported
H5:
*kk
Industry Group 0.038 0.012 3,192 0.002 Supported
Government 43 0gog 0352 0725 1o Not
Pressure Supported
Diffusion of
Share oo H7:
Ownership 0.022 0.007 3,223 0.001 Supported
Structure
Size -0.002 0.002 -1,148 0.252 No effect

F test=57.856; significance 0.000; Adjusted R?>=0.599

Note: *** significant at 1%; ** significant at 5%; *significant at 10%
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DS: Directors Shares, CsS: Commissioner Share, OS: Other Share

The results of testing hypothesis 1 show that the t-calculated
value of the CSR economic variable is 8.337 with a
significance of 0.000, which means hypothesis 1 is supported.
Economic CSR disclosure is proven to coercively
isomorphically influence SR quality with an influence level of
18.30%. The study results support the study of Aggarwal &
Singh [28] which tested 60 companies in India with economic
CSR disclosure of 47.25%. The study results are bycordance
with the study by Ching et al. [82] which tested companies in
Brazil with an average level of economic CSR of 56% and
significant at 5%. The study results show that the higher the
economic CSR disclosure, the higher the SR quality. These
results are also in line with the provisions of POJK Number
51/03/2017 and support the institutional theory of coercive
isomorphism which explains that POJK regulations regarding
economic CSR disclosures influence the quality of SR.

The same results in testing hypothesis 2 show a social CSR
significance value of 0.000 and a t-value of 5.068, which
means hypothesis 2 is supported. These results indicate that
corporate social CSR disclosure influences the quality of SR.
The higher the social CSR disclosure, the higher the quality of
SR. A total of 15.5% of social CSR disclosures showed lower
achievements than the study by Ching et al. [82] which was
tested on companies in China. Disclosure of social CSR in the
POJK also contains a public complaint mechanism, which in a
previous study was carried out by Yadava and Sinha [29]
regarding corruption disclosure. In coercive isomorphism,
social CSR disclosure influences the quality of SR.

Testing hypothesis 3 shows that the environmental CSR t-
calculated value is 10.913 with a significance of 0.000,
meaning that hypothesis 3 is also supported. The higher the
environmental CSR disclosure, the higher the quality of SR.
The level of influence of environmental CSR is 23.6%. The
influence value is lower when compared to the Aggarwal &
Singh [28] study, namely 45.9% which was tested on
companies in India, and also higher in the Ching et al. [82]
study of 43.5% on companies in China. The findings of this
study prove that isomorphism in regulations regarding
environmental CSR disclosure can improve the quality of SR.

Apart from regulatory pressure in the form of CSR
disclosure, creditor pressure proves that coercive isomorphism



influences SR quality. Creditors as a source of funding for
companies have the authority to impose conditions on
companies that will receive loans, namely to prepare SRs.
Based on the results of hypothesis 4 testing, the t value
(significance) of creditor pressure is 3.218 (0.000), meaning
hypothesis 4 is supported. The level of creditor influence is
4.7%, although small, it can increase SR. The study results are
consistent with previous studies tested by Ramadhini et al.
[30], namely 0.1% tested only on manufacturing companies in
Indonesia. The results also show that it is lower than the study
by Gunawan and Sjarief [83], namely 40.70% which was
tested only on energy and materials companies in Indonesia.
The study results are consistent with the study of Karaman, et
al. [84] which was tested on companies in European countries.
The stronger the pressure from creditors, the higher the SR
quality will be. This research is by the theory of coercive
isomorphism which proves that creditors put pressure on
companies to prepare quality SR.

Based on the results of testing hypothesis 5, the calculated
t-value for industrial association membership was 3.192 with
a significance of 0.002, which means the hypothesis is
supported. Company participation in industry associations can
make it easier to prepare quality SRs, because companies
experience uncertainty, so they imitate other companies by
referring to industry associations when preparing SRs. This
research supports previous research [12] which tested public
companies in Peru. Industry membership can provide benefits
for companies through communication between members
regarding the preparation of SRs by provisions such as POJK
No: 51/3/2017.

The results of hypothesis 6 testing showed that government
pressure has a t-value of 0.352 with a significance of 0.725,
which means hypothesis 7 is not supported because the p-value
is > 5%. Therefore, government pressure has not been shown
to influence SR quality. The results of this study contradict the
research of Cahaya et al. [63] and Lulu [32], but are consistent
with the study of Qisthi and Fitri [5] with insignificant results
tested on 35 companies in Indonesia with data for 2016-2019.
The study results show that a coefficient level of 0.3% is
unable to influence the quality of SR. The study results show
that government pressure is not proven to coercively influence
the quality of SR. The study results are consistent with the
study of Lu and Abeysekera [31] which was tested on public
companies in China. The reason hypothesis 6 is not supported
is that the amount of government share ownership is too small,
so the government lacks the power to pressure companies,
including in preparing quality SRs. The existence of shares
owned by the government is a normative isomorphism that is
unable to supervise company operations.

Testing hypothesis 7 shows that the diffusion of share
ownership structure has a t value of 3.223 with a significance
of 0.001, which means hypothesis 7 is supported. Diffusion of
share ownership structures influences the preparation of
quality SRs. The more spread out the share ownership
structure, the higher the quality of SR. This research is by
previous research [72] which examined the diffusion of
limited share structures in 287 banks in Norway. This study
provides novelty in testing the quality of SR because previous
research only tested the diffusion of share structures based on
public and private shares [20], public shares [21], or majority
shares [5, 83], but the study tested based on six types of shares
which later based on high and low levels. This study succeeded
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in proving that diffusion of ownership structure can improve
the quality of SR. Managers managing the company by
determining the diffusion of share ownership structures can
influence the quality of SR.

The control variable size shows a significance value of
0.252 with a t-value of -1.148, which means size does not
affect SR quality because the p-value is > 5%. SR quality is
more aligned with disclosures related to social and
environmental responsibility, so size plays a smaller role in SR
preparation. The results of this research are consistent with
previous research by Thomas and Indriyati [85] which shows
that size does not affect on the quality of SR in public
companies in Indonesia in 2020. The results of the study show
that size can reduce the quality of SR because size shows a
negative direction, which means that the consequences of SR
disclosure can reduce size, especially with the allocation of
environmental costs, so companies need to pay attention again
to environmental costs that do not interfere with the assets they
own. This study supports the study results [86] who tested 152
companies in the Netherlands with the results that size had a
negative relationship to company performance related to the
environment and society, which could mean that the
consequences of the company incurring costs including
environmental and social costs could reduce size which
ultimately also affected the quality of SR. Likewise, Darus et
al. (2015)' s study was tested on companies in Malaysia which
proved that size does not influence sustainable business
practices, including SR quality.

After obtaining the test results for both independent and
dependent variables, the following equation can be formulated:

SR Quality (Y1)=0.173+0.183 CSR_eco+0.155 CSR_soc
+0.236 CSR_env+0.047 Credit+0.038 In+0.022 Dif+0.003
Gov-0.002 Size

The SR quality equation shows that the influence of
CSR_economy is 0.183, which means that if it increases by 1
it will increase SR by 0.183. The Adjusted R2 value of 59.90%
shows that the SR quality level is 59.90% determined by
CSR_economy, CSR_social, CSR_environment, creditor
pressure, membership of industry associations, diffusion of
share ownership structure, government pressure and size,
while the remaining 40.10% is influenced by other factors
outside the research model. The F test result is 57.856 with a
significance of 0.000 < 0.05, which means that this
Multivariate Regression model is suitable for predicting the
quality of SR, and the variables CSR economy, CSR_social,
CSR_environment, creditor pressure, membership of
industrial associations, diffusion of share ownership structure,
government pressure and size of ownership simultaneous
influence on SR quality.

The residual value of the 40.10% model needs to be tested
with other factors outside the model, such as including
elements of corporate governance such as the existence of a
board of commissioners or a board of directors which is likely
to provide better results. Apart from that, is able t is possible
that future studies can also test the determinants of SR quality
by separating industrial sectors which will provide better
results. This study has limitations in testing SR separately, it
is likely to show different results from testing SR combined
with annual reports.



5. CONCLUSIONS

Based on the results of data testing and analysis of SR
quality content, it shows that 305 public companies in
Indonesia registered on the IDX for the 2017-2020 period have
a moderate level of qualification compliance, which means the
level of compliance expressed will reach 64%. In addition,
companies have also paid attention to SR regulations. issued
by the government, namely POJK No. 03/51/2017, and apply
the principles of relevance and reliability in maintaining SR
quality.

This study can contribute both theoretically and empirically.
This research proves that the quality of SR using the
institutional isomorphism theory approach is most appropriate
to use to test the quality of SR, as proven by the institutional
explanation of coercive isomorphism which can prove that the
quality of SR can increase because there is forced pressure on
companies to prepare quality SR, both from internal or
external.

Institutionally, mimetic isomorphism is proven to be able to
explain that the quality of SR in Indonesia is proven because
companies imitate other companies that are superior so they
can prepare quality SR. Likewise, institutionally with
normative isomorphism, company policies are independent
and normative, managers can develop strategies by issuing
outstanding share policies, using share diffusion.

This study has implications for policymakers such as POJK
as representatives of government elements in the Republic of
Indonesia to pay attention to the efficiency of the SR
preparation provisions so that the sustainable financial
roadmap can be realized.

The implication for industry and companies is that it can be
used as a reference in paying attention to the preparation of
SRs, taking into account factors that can influence the quality
of SRs, such as determining the diffusion of share ownership
structures.

This study has implications in testing the quality of SR,
especially in public companies in Indonesia, that the
preparation of SR with the POJK index can be carried out as a
company's compliance with regulations so that it can be used
to see the efficiency of SR regulations on practices in the field,
especially related to the sustainable finance roadmap.

The next implication is that the preparation of SRs using
POJK guidelines can be used to determine compliance, even
though the results show moderate, in the future, it needs to be
re-evaluated so that companies really understand the POJK
guidelines and implement SRs better and more precisely so
that the quality of SRs can increase.

The research is that it can use a diffusion test of share
ownership structure with two steps, namely testing the number
of types of shares which are then classified, because it can be
used to see the company's efficiency in determining the types
of shares in circulation.

The final implication is that this study can show that the
quality of SR can be determined from CSR disclosures both
economic, social, and environmental, external stakeholder
pressure from creditor pressure, industrial group pressure, and
internal from the diffusion of share ownership structures.

This study proves that it can illustrate that public
companies, especially companies in Indonesia that are listed
on IDX, are required to comply with applicable regulations.
Apart from that, you need to test the content from SR to see
the quality of SR. SR testing which is measured using the
principles of relevance and reliability will be more convincing
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in assessing the quality of SR. Apart from that, testing the
diffusion of share ownership structure has proven to be able to
be used to test the quality of SR and can be used to test the
company's efficiency in policies regarding the types of shares
in circulation.

This study has limitations, namely that it is unable to prove
that government pressure can improve the quality of SR. and
Size which can reduce the quality of SR. To overcome the
weakness of the study, namely government pressure, we used
a measurement of the percentage of ownership from the
government using a coercive isomorphism approach. This
study uses a measurement of government pressure with a score
of 1 if there is government pressure, and a score of 0 if there
is none with normative isomorphism which turns out to have
weaknesses. Likewise, for size so as not to reduce the quality
of SR, the Size measurement is the number of employees
measured from the natural logarithm of the number of
employees which is likely to show better results, because the
number of employees can also fluctuate compared to the
number of assets.

This research still has great potential to be developed both
theoretically and practically, with the development of the
institutional theory of coercive isomorphism, it is possible to
test the quality of SR by testing the role of other stakeholders
that have not been tested in this study, such as; media,
consumers, the role of tax provisions, that would likely
provide a better explanation.
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