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Abstract. This study aims to examine the effect of Corporate Governance
and Company Characteristics on the quantity of Environmental Disclosure.
The population of this study is mining companies listed on the Indonesia
Stock Exchange (BEI) for the period 2016-2018. Research samples of 32
companies with 96 units of analysis were taken based on purposive
sampling. This study used multiple linear regression analysis technique with
the IBM SPSS 21 program. The results of the regression analysis show that
the proportion of independent commissioners, educational background of
president commissioner, firm age, and firm size have effect on the quantity
of environmental disclosure. Meanwhile, board size is proven not to have a
significant effect on the quantity of environmental disclosure.

1 Introduction

In the past two decades, public awareness of the role of companies in society has increased
significantly[1]. Many companies have contributed to the development of the economic and
technological advances world but have been criticized for causing environmental problems.
Globally, environmental issues have been the topic of this decade among various companies,
governments, and public attention. Various cases of environmental problems have been rife
both nationally and internationally. The presence of these cases is due to the existence of
production process that has a negative impact on the environment caused by companies that
have failed to manage and anticipate the adverse effects caused and endanger the community
and ecosystem sustainability.

The process of corporate activities that because environmental problems has occurred
many in Indonesia. The Office of the Environment (DLH) said that at least 10 factories were
indicated to produce and dispose wastewater and did not have a Wastewater Discharge Permit
(WWDP) from the 24 factories involved [2]. The Ministry of Environment and Forestry
(KLHK) reported that during 2017-2018 there were still dozens of oil and gas as well as
mining companies that polluted the environment. The Indonesian Forum for the
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Environment (WALHI) said that there were 10 coal-fired steam power plants that contributed
actively to air pollution in Jakarta by 20 -30% [3].

Environmental problems that have occurred themselves are of particular concern to
investors because they will show interest in companies that have implemented good
environmental management. Good environmental management can be demonstrated by
company's concern and responsibility through providing and disclose an information about
environmental. Environmental Disclosure is defined as reporting by the company regarding
the environmental impact of the activities and the effectiveness of company's programs as a
way for the company to fulfil its environmental responsibilities and management of
environmental resources [4].

There have been many studies observe the influence of corporate governance and
company characteristics with environmental disclosure. Nevertheless, there are still
inconsistencies in the results of testing. Therefore, this study aims to investigate whether any
relationship between corporate governance (the proportion of independent commissioners,
board size, educational background of a commissioner), company’s characteristics (firm age
and firm size) with environmental disclosure.

1.2 Theoretical Framework

Definition of Stakeholder theory related to environmental disclosure is the presence of a
company determined by parties who have an interest, where the stronger the role of
stakeholders in corporate operational activities, the greater the environmental disclosure that
must be informed [5]. [6] argued that in legitimacy theory, environmental disclosure is a part of
social and political pressures faced by a company regarding its environmental performance.
This pressure makes the company will try to reveal more information related to environment.
When the social system has been built between the community and the company, it will create
legitimacy.

1.3 Hypotheses

1.3.1 Proportion of independent commissioners

Independent commissioners in a company can be defined as a board of commissioners in a
corporate governance structure that is not from an affiliated party. Stakeholder theory
emphasizes the importance of having a board of independent commissioners in the
composition of the board aimed at protecting the interests of investors [7]. The existence of
independent commissioners will cause monitoring carried out by board of commissioners
will be more stringent, so that it can complicate the coordination process and cause an
imbalance between the proportion of the board of independent commissioners on
environmental disclosure. This can be seen from the results of research conducted by [8,7]
which find a positive influence between board of independent commissioners and
environmental disclosure. On the other hand, [9] indicated that there was no relationship
between the proportion of independent commissioners and environmental disclosure.

Hi: Proportion of independent commissioners has a significant negative influence on
the environmental disclosure

1.3.2 Board Size

The quantity of environmental disclosure will get better along with the total members of the
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board of commissioners. This aims to facilitate controlling of manager's performance for the
creation of effectiveness in the company. Stakeholder theory states that a company does not
only operate in the interests of the company but the company must provide benefits to its
stakeholders. In addition, the board of commissioners will conduct monitoring and direct the
directors to make the company benefit its stakeholders. Legitimacy theory is used to explain
the relationship of the board of commissioners that can encourage management to disclose
environmental information that can improve economic prosperity for the community.
Research conducted by [10,9,8] found that size of board commissioners affect the level of
environmental disclosure.

H: : Board Size has a significant positive influence on the environmental disclosure

1.3.3 Educational Background

Educational background of a commissioner is proven to have no relationship on the
environmental disclosure. The presence of a president commissioner who is educated in
economics and business tends to prioritize obtaining high profits rather than disclosing
environmental information because of the large costs to be incurred. Research related to the
effect of the educational background of the president commissioner with environmental
disclosure has been investigated by Said et al. [11] but there are still resultthat show no effect.

Hs: Educational background of President Commissioner has a significant negative
influence on the environmental disclosure

1.3.4 Firm age

Longer-established companies will generally become larger companies so that they are more
willing to provide environmental disclosure information and more likely to adopt new
policies to maintain their business [12]. Stakeholder theory explains that company activities
will be seen by each stakeholder. Stakeholders will encourage the company to be broader in
implementing and providing their environmental disclosure. Therefore, providing the
extensive of environmental disclosures related to stakeholders expectations and beliefs may
also increase the legitimacy of company activities carried out from the community. Firm age
is proven affected to the quantity of environmental disclosure. This is indicated by research
conducted by [13,14]. Research result of [12] at the companies that listed on the Ghana Stock
Exchange (GSE) also confirms that firm age is significantly related to the quantity of
environmental disclosure.

Ha: Firm age has a significant positive influence on the environmental disclosure

1.3.5 Firm Size

Legitimacy theory shows that large companies must act more in response to disclosure to
have a greater influence on social expectations. It is because large companies have more
stakeholders than small companies [15]. Therefore, larger companies will provide more
environmental disclosure to show that the operational activities carried out are consistent and
legitimate with good governance. Some prior studies indicated that size of company
related to the quantity of environmental disclosure, among others [13,14,16,17].
Meanwhile, [18] prove that firm size does not have any relationship with the quantity corporate
environmental disclosure.

Hs: Firm size has a significant positive influence on the environmental disclosure
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2 RESEARCH METHODS

This study use mining companies that listed on the Indonesia Stock Exchange (IDX) for the
period year of 2016-2018 as a population. Research samples of 32 companies with 96 units
of analysis were taken based on purposive sampling. Table 1 displays the sample selection
criteria in this study.

Table 1. Sampling Procedure

Criteria Total

Research population 47
Mining companies that were not listed on the IDX in a row for ©6)
the period of 2016-2018.

Mining companies that did not publish annual report and or
sustainability report during 2016-2018. )
Total Samples 32
Total units of analysis (2016-2018) 96

This study using the quantity of environmental disclosure as the dependent variable and
five independent variables, namely the proportion of independent commissioners, size of the
board of commissioners, the educational background of principal commissioner, firm age,
and firm size. Environmental disclosure as an independent variable was measured by content
analysis [19]. Content analysis was done by calculating the sentence quantity of each of the
30 specific items of GRI Standards 2016 by referring to the research conducted by [20]. Score
0 if there was no one disclosure sentence, score 1 if there were one to two sentences, score 2
if there was one paragraph (minimum of three sentences), score 3 if there were sentences of
half an A4 page, score 4 if there was one A4 page, and score 5 if more than one A4 page.
Table 2 shows the explanation and measurement of each variable.

Table 2. Variable measurement

No | Variables Definition Measurement
1 Environment | Disclosure of environmental | Content analysis
al Disclosure | information by a company.
(ED)
2 Proportion of | Total independent ) .
S . Total independent commissioners
Independent | commissioners from outside x 100%
Commission | company with having no Total members of board of commissioners
ers (IND) relationship with the
company.
3 Size of | The number of board of | Total member of board of commissioners in
Board of | commissioners in a | a company
Commission | company consists of
ers president commissioner,
(BOARD) independent commissioner,
and commissioner.
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4 Educational | Educational background ofa | Score 1: Economic and business education
Background | president commissioner in Score 0: Education other than economics
of President the fields of economics and | and business

Commission | business which will be

er (EDUBG) | directly in contact with the

company.
5 Firm Age | Firm age that indicates the | Ln (Total Month)
(AGE) length of a company from
listing to the year of
research
6 Firm  Size | Large or small size of a Ln (Total asset)
(SIZE) company

This study used multiple regression technique, therefore, equation 1 shows the multiple
regression equation.

EDQ = o + B1IND + B2BOARD + B3EDUBG + B4AGE + B5SIZE + ¢ M

3 Results and Discussions

The classic assumption test in this study use Kolmogorov-Smirnov with the significance
value of 0.091. It point out that the residual data is normally distributed. The multicollinearity
test shows that all variables have a tolerance value> 0.10 and VIF <10. This indicates that
there is no multicollinearity between variables in the regression model of this study. Another
classic assumption test of heteroscedasticity is done by Glejser. The significance values of
all variables are more than sig> 0.05, therefore, there is no heteroscedasticity. Furthermore,
the autocorrelation test of this study uses a run test with a test value of -2.67494 and a
probability of 0.151 with a significance of 0.05. As a result, in this regression model there
was no found autocorrelation.

Based on the ANOVA test result, the regression model in this study can be used to predict
ED because the F count value is 12.081 with a probability of 0.000 less than 0.05. The
coefficient of determination shows the Adjusted R? value of 0.368. It means that 36.8% of
EDQ variations can be explained by independent variables and the remaining 63.2% is
described by other factors. Equation 2 shows the regression equation based on multiple linear
regression of this study.

ED =-100.447-31.524 IND + 1.367 BOARD - 6.038 EDUBG +6.476 AGE +3.319 SIZE+e (2
Table 3 displays the results of research hypothesis testing.

Table 3. Hypothesis Testing Results

Hypothesis Measurement p Sig. Results
Proportion of independent

Hi commissioners has a significant negative  -100.447 0.009  Accepted
influence on the environmental
disclosure

Board Size has a significant positive
influence on the environmental disclosure
Educational background of President

H; Commissioner has a significant negative  -6.038 0.017  Accepted
influence on the environmental disclosure

-31.524 0.085 Rejected
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Firm age has a significant positive

influence on the environmental disclosure
Firm size has a significant positive
influence on the environmental disclosure

Ha 6.476 0.001  Accepted

Hs 3.319 0.000  Accepted

3.1 The Effect of the Proportion of Independent Commissioners on the
Environmental Disclosure

This study’s result point out that the proportion of independent commissioners has
significantly effect on the environmental disclosure. Meanwhile, the relationship was
negative. Thus, it can be concluded that the larger number of independent commissioners in
the company, the environmental disclosure efforts undertaken by the company will be lower.
In addition, the increasing number of independent commissioners in the company will make the coordination
process more difficult and ineffective in providing control to increase environmental disclosure by the
company. So, the environmental disclosure will decrease along with the lack of control. The negative
effect of the proportion of independent commissioners on environmental disclosure can also
be affected by the lack of active presence of the board of independent commissioners in
corporate supervision activities. The results of this study is consistent with prior research
conducted by [13].

3.2 The Effect of Board Size on the Environmental Disclosure

According to the significance value from table 3, the second hypothesis is not proven or
rejected. This indicate that the size of board commissioners in the companies tends not to
have an interest in the quantity of environmental disclosure. Total number of board
commissioners owned by a company indicate that none of the board of commissioners is
concerned with environmental management [6]. The board of commissioners may not have
any relationship with the environmental disclosure because the duties and responsibilities of
the board commissioners are as follows; give advice to the board of directors, monitor
company policies and management, be responsible for company losses and company
bankruptcy due to lack of supervision or advice. Thus, the board of commissioners is more
focused on the financial aspects. Result of this study is in line with prior research conducted
by [13].

3.3 The Effect of the Educational Background of President Commissioner on
the Environmental Disclosure

Therefore, the third hypothesis is proven or accepted. This means that companies that have a
president commissioner with an economic and business educational background will have
lower scores of environmental disclosure equated to companies that do not have a president
commissioner with an economic and business educational background. High educational
background of the president commissioner is likely to make decisions to increase profit as
high as possible compared to environmental disclosure. ]13] reveal that a president
commissioner with a background in legal education has effect on the environmental
disclosure. This is due to the president commissioner will understand and know the laws and
regulations to manage the company or the principles behind the level of voluntary disclosure,
especially environmental disclosure.

3.4 The Effect of Firm Age on the Environmental Disclosure

The research result shows that firm age significantly related to the quantity of environmental
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disclosure. Based on these results, the fourth hypothesis is proven or accepted. Long-
established companies will have more experience so that they will have more understanding
of environmental disclosure so that they are able to provide disclosure information needed
for its stakeholders better. Companies with longer lifespan also have reporting capabilities
that increase from time to time. Companies that have a longlife with a longer social existence
have relatively higher legitimacy and higher involvement of social and environmental
responsibility than younger companies. This finding is in line with research conducted by
[12,13,14].

3.5 The Effect of Firm Size on the Environmental Disclosure

The research result shows that firm size significantly effect on the environmental disclosure.
According to the result on table 3, the fifth hypothesis is proven or accepted. According to
[21], companies with larger size will pay more attention to environmental issues so that they
will be better at disclosing environmental disclosure. When the companies grow, they are
more exposed because their image and size by the community will get more demands and
pressure from the community. This causes the companies to become more responsible for
environmental issues and to provide further information about the company’s activities by
disclosing environmental information. Large companies must act more in response to
disclosure to have greater influence [15]. This research is in line with what was done by
[12,13,16].

4 Conclusions

This study investigates the effect of corporate governance (the proportion of independent
commissioners, educational background of president commissioner, board size), company
characteristics (firm age, and firm size) on the quantity of environmental disclosure mining
companies in Indonesia. The outcomes of this study indicated that the proportion of
independent commissioners, educational background of president commissioner, firm age,
and firm size have an impact on environmental disclosure quantity. In contrast, this study
failed to provide evidence that board size is a contributing factor of environmental disclosure.
In addition, the results of this study can be used as a communicating procedures for decision
making associated to environmental disclosure by regulators, companies, and investors.
Meanwhile, there are some limitations in this study. Since many countries still do not require
environmental disclosure to be reported in their financial statements, most of the mining
companies do not provide sustainability report or any report that related to environmental
disclosure. Second, this study only focus on mining companies that listed in Indonesia Stock
Exchange (IDX) in 2016-2018. Automatically, this points considerably decrease the total
number of companies as the sample size because there were less than 50 mining companies
listed in that period. Forthcoming studies are likely to use other industries beside mining
industry and put other variables that are assumed have an effect on environmental disclosure.
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