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ABSTRACT 

This research aims to analyse the effect of financial slack, institutional ownership, media exposure on carbon 

emission disclosure with solvability ratio as a moderating variable. In addition, the population of this study is 109 

manufacturing companies basic & chemical sector and plantation companies listed in the Indonesia stock exchange 

in the period 2017-2019. The sample was selected using the purposive sampling technique so that it produced 59 

samples with 177 units of analysis. This research uses absolute difference analysis. The result shows that financial 

slack and media exposure have a significant and positive effect on carbon emission disclosure and institutional 

ownership has no significant effect on carbon emission disclosure. Then the solvability ratio succeeded in 

moderating the effect of financial slack and media exposure on carbon emission disclosure. The solvability ratio 

is not able to moderate institutional ownership on carbon emission disclosure. Therefore, it can be concluded that 

carbon emission disclosures are increasing when companies have financial and media advantages that focus on 

implementing the company's carbon emissions disclosures. If the company has a high solvability ratio will make 

the company more careful about carbon emission disclosure decisions. 

Keywords: Carbon Emission Disclosure, Financial Slack, Institutional Ownership, Media Exposure, 

Solvability Ratio

1. INTRODUCTION 

The advancement of industrial activities has an 

impact on a country's economic growth, but there will 

be environmental problems to follow. Global warming 

is one of the environmental problem plantations are 

one of the sources of man-made emissions, that arise 

due to industrial activities that produce greenhouse 

gases [1]. Based on IPCC (Intergovernmental Panel on 

Climate Change) since pre-industrial, the surface air 

temperature has increased by 1.53º the collapse of the 

aluminium factory in Jakarta in 2019 due to the 

production process's smoke has exceeded 

predetermined limits based on the Decree of the 

Governor of DKI Jakarta No. 670 off 2000, the effect 

of industrial activities that causes pollution [2], [3]. 

Based on the pages of National Geographic [4], the 

peat forest can absorb CO2 from the atmosphere which 

is then stored in the soil that would reduce the effects 

of greenhouse gases. However, in Indonesia and 

Malaysia peat forests have been converted to oil palm 

plantations, which produce 16.6% and 27.9% of 

carbon emissions, respectively.  especially CO2, 

methane, and nitrogen dioxide. 

According to WRI (World Resources Institute)[5], 

Indonesia is one of the largest contributors to 

greenhouse gas emissions and the largest contributor 

to forest-based emissions in the world rank 6th. 

Indonesia in 2015 joined the UNFCCC and became 

acquainted with the Kyoto Protocol, an entity 

operating in the industrial sector with more attention 

to the environment [6]. The Government of Indonesia 
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has also ratified through Law No. 17 of 2004[7] and 

Presidential Regulation No. 61 of 2011 on the National 

Action Plan for Reducing Greenhouse Gas 

Emissions[8]. 

The existence of an entity affects its surrounding 

environment. Companies require activities in harmony 

with the values and norms of the neighborhood. The 

company needs to produce a carbon emission 

disclosure to obtain legitimacy from the stakeholder. 

The report is used to inform the public that companies 

can avoid the effects of greenhouse gases from 

operational activities[9]. The participation of the 

company can be seen from annual reports and 

sustainability reports that provide information on the 

carbon emission disclosure. however, the carbon 

emission disclosure in Indonesia remains a voluntary 

disclosure [10]. 

Research on carbon emission disclosure still finds 

inconsistent results. The previous research have found 

that the effect of financial slack on carbon emission 

disclosure produces inconsistent results research by 

[11][12][13][14]. The previous research have found 

that the effect of institutional ownership on carbon 

emission disclosure produces inconsistent results 

research by [15][16][17][10]. Meanwhile, research the 

previous research, have found that the effect of media 

exposure on carbon emission disclosure produces 

inconsistent results [18][15][19][20]. 

Based on previous research that showed 

inconsistent results, the researchers want to re-

examine the factors that could affect carbon emission 

disclosure. This research aims to analyze the effect of 

financial slack, institutional ownership, media 

exposure on carbon emission disclosure with 

solvability ratio as a moderating variable. The 

originality of this research lies in the addition of the 

solvability ratio as a moderating variable. The 

solvability ratio owned by the company plays a role in 

the company's ability to pay its obligations. So when 

the company has financial slack, institutional 

ownership, media exposure, the solvability ratio can 

influence the company's decision when determining 

the carbon emission disclosure.   

There are three theories that support this research. 

The first, theory of legitimacy. Legitimacy theory as 

an organization that strives to create harmony between 

social values and acceptable behavioral norms in the 

larger social system of which they are a part [21]. The 

company will try to implement carbon emission 

disclosures in the annual report and sustainability 

report to meet the needs of public information that the 

company's operational activities are following the 

values of the community. The company doing a carbon 

emission disclosure to keep it gained legitimacy. 

The second theory that supports the voluntary 

implementation of carbon emission disclosures can be 

explained through agency theory[6]. Agency theory  

defines as the relationship between the agent and the 

principal, the agent as the manager be elected by the 

principal to manage resources effectively, efficiently, 

and in decision making [22]. The agent has a strong 

reason not to always act in the interests of the 

principal, this causes information asymmetry. 

Therefore, companies are expected to disclose their 

social and environmental responsibility reports, one of 

which is carbon emission disclosure. A carbon 

emission disclosure is expected to minimize the 

occurrence of information asymmetry[10]. 

The last of the theory is a signaling theory, said that 

was developed to find out that information related to 

the company’s state in the future is known to the 

management of the company more than the 

stakeholders[23]. The signaling theory suggests that a 

well-quality company will give a signal the market is 

expected to differentiate good companies. The 

implementation of carbon emission disclosure is 

expected to proved information to interested 

parties[24]. 

Financial slack is a company's financial 

availability that exceeds the necessary needs and can 

be used to finance other activities[25]. Financial slack 

describes the companies having more financial 

resources[26]. According to agency theory, the 

existence of differences in the interests of the principal 

assumes that managers have more information will 

result in information asymmetry. The manager can 

overcome that problem by presenting a broader 

amount of information, one of which is a carbon 

emission disclosure. This is to show that the manager 

is still acting following the wishes of the principal. 

Companies with good finances can carry out carbon 

emission disclosures, especially companies that have 

financial slack. Several researchers found that 

financial slack had a positive effect on carbon 

emission disclosures[11][12]. 

H1: Financial slack has a significant positive 

effect on carbon emission disclosure 

Institutional ownership is share ownership that can 

be owned by an institution and corporate institutions 

such as insurance, banks, and other institutional 

ownership. Based on agency theory, it states that there 

are differences in interests between the agent and the 

principal, causing information asymmetry. So that 

there is no difference in the information by managers 

and stakeholders, it would require a broader amount of 

information including a carbon emission disclosure. 

The companies can exist in the present run when 

considering the profits, people, planets; And 

innovations care about the management of companies 

in this regard. So that management will be monitored 
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and encouraged to implement carbon emission 

disclosures by institutional ownership. Several 

researchers found that institutional ownership has a 

positive effect on carbon emission disclosures 

[16][17]. 

H2: Institutional ownership has a significant 

positive effect on carbon emission disclosure 

Media exposure is one of the mechanisms for 

public supervision through the information presented 

in the media. Based on the legitimacy theory which 

states that the role of environmental responsibility 

disclosure is carried out by companies to try the 

legitimacy of their companies. The role of the media 

can encourage companies to publish environmental 

activities and carbon emission disclosures. This is to 

show the public that the company's activities are 

following the values and norms around the 

community. Some researchers also found financial 

slack on carbon emission disclosures [18][15]. 

H3: Media exposure has a significant positive 

effect on carbon emission disclosure 

Companies with the good financial condition are 

able to expand the information disclosed, including 

carbon emission disclosures. The solvability ratio is 

the ratio used to measure the company's assets 

financed using debt[27]. According to the legitimacy 

theory, the solvability ratio can influence decisions 

regarding the policy for implementing carbon 

emission disclosures. At a time when a company has a 

solvability, it would affect the company's policy of the 

carbon emission disclosure. Because the company has 

debt obligations that must be paid, to provide 

information that the company is still able to survive 

and pay its obligations. So that when the company has 

financial slack but there is solvability, the company 

will reconsider its policy and possibly cancel the 

implementation of carbon emission disclosures. 

H4: Solvability ratio significantly moderates the 

effect of financial slack on carbon emission 

disclosure 

The companies that have institutional ownership 

can supervise the management of information 

regarding the future that corporate capabilities that 

would play a role in climate change, the information 

that would be needed is a carbon emission disclosure. 

Solvability ratio is the ratio used to measure operating 

assets financed by debt[27]. The theory of legitimacy 

at the level of solvability could influence the decision 

regarding the implementation of the policy of the 

carbon emission disclosure. So it can influence the 

legitimacy of the corporations. When according to the 

signal theory a good company will give a signal to the 

market so that it is expected to be able to distinguish 

good and bad companies. So it requires more extensive 

information. The existence of solvability will make the 

institutional ownership encourage management to 

bring about the carbon emission disclosures to give a 

signal to stakeholders that the company's condition is 

doing well and can survive even though the company 

has debt. 

H5: Solvability ratio significantly moderates the 

effect of institutional ownership on carbon 

emission disclosure 

Carbon emission disclosures need to be reported 

through the media to inform the public that the 

company has carried out environmental activities to 

participate in climate change. The solvability ratio is 

the ratio used to measure the company's assets 

financed using debt[27]. According to the legitimacy 

theory, the solvability ratio can influence decisions 

regarding the policy for implementing the carbon 

emission disclosures. So that it can affect the 

legitimacy of the company. Then according to the 

signal theory, there is a difference in information 

between management and stakeholders and results in 

information asymmetry. Therefore, carbon emission 

disclosures need to be reported through the company's 

website to inform the public that the company can 

finance its debts and can carry out environmental 

activities to participate in climate change 

H6: Solvability ratio significantly moderates the 

effect of media exposure on carbon emission 

disclosure 

2. RESEARCH METHOD 

This is a quantitative study with the object of 

research from a manufacturer of materials & 

chemicals companies and plantation companies listed 

in the Indonesian Stock Exchange. The population in 

this research is 109 companies and used the purposive 

sampling technique. The remaining 59 companies with 

4 years observation period (2017-2019), thus there is 

177 unit analysis. Data is collected using 

documentation techniques from annual reports and 

sustainability reports from www.idx.co.id and the 

company's website. Data analysis methods used is 

descriptive analysis and inferential statistics that 

include classical assumption test, absolute difference 

test, and hypothesis test, with score α=0.05. This 

research model used the moderated regression 

analysis, which can be seen in the following equations 

1: 

CED = α + β₁FSLACK + β₂INS_OWN + β₃ME + 

β₄|FSLACK-DAR| + β₅|INS_OWN-DAR| + 

β₆|ME-

DAR|+e..............................................(1) 

description: 
CED  = Carbon Emission Disclosure 

α  = Constant 
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β₁-β₆  = The regression coefficient 

FSLACK = Value financial slack 

INS_OWN = Value institutional ownership 

ME  = Value media exposure 

DAR  = Value solvability ratio 

|FSLACK-DAR| = Zscore FSLACK – Zscore DAR 

|INS_OWN-DAR|= Zscore INS_OWN - Zscore DAR 

|ME-DAR| = Zscore ME – Zscore DAR 

e  = error 

Carbon Emission Disclosure 

The dependent variable used in this study is carbon 

emission disclosure. The extent of the carbon emission 

disclosure can be determined by the carbon disclosure 

project (CDP). Carbon emission disclosure is 

measured through a checklist index which is divided 

into five categories, namely environmental change, 

greenhouse gas emissions, energy consumption, 

greenhouse gas reduction, and carbon emission costs 

and accountability. Under these five categories will be 

divided into 18 items. The maximum score that can be 

achieved by a company is 18 by giving a score of 1 if 

the company implements one of these items. Then to 

determine the size of carbon emissions can be 

calculated using the following formula which refers to 

research[20]: 

𝐶𝐸𝐷 =
𝑇𝑜𝑡𝑎𝑙 𝑖𝑡𝑒𝑚 𝑑𝑖𝑠𝑐𝑙𝑜𝑠𝑒𝑑

 𝑡𝑜𝑡𝑎𝑙 𝑖𝑡𝑒𝑚 𝑖𝑛𝑑𝑒𝑥 𝑐ℎ𝑒𝑐𝑘𝑙𝑖𝑠𝑡
𝑥100% 

Financial Slack 

The first independent variable used is financial 

slack, which can be measured by the following 

formula which refers to research[11]: 

𝐹𝑆𝐿𝐴𝐶𝐾 =
𝐶𝑎𝑠ℎ 𝑎𝑛𝑑 𝐶𝑎𝑠ℎ 𝐸𝑞𝑢𝑖𝑣𝑎𝑙𝑒𝑛𝑠

𝑇𝑜𝑡𝑎𝑙 𝑠𝑎𝑙𝑒𝑠
 

Institutional Ownership 

The second independent variable used is 

institutional ownership, it can be measured by the 

following formula which refers to research[15]: 

𝐼𝑁𝑆𝑂𝑊𝑁 =
𝑆𝑡𝑜𝑐𝑘 𝑂𝑤𝑛𝑒𝑑 𝑏𝑦 𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛

𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 𝑆𝑡𝑜𝑐𝑘
𝑥 100% 

Media Exposure 

The third independent variable used was media 

exposure, which could be measured whit dummy 

variables. Which would score 1 for the change that 

gives a description of a carbon emission disclosure 

over a company's website and score 0 for a company 

that does not provide information about carbon 

emission disclosure over a company's website[1]. 

Solvability Ratio 

The moderating variable used in this study is the 

solvability ratio using the debt to asset ratio (DAR) 

proxy and can be calculated using the formula 

referring to research[10]. 

𝐷𝐴𝑅 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑦

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡
𝑥100% 

3. RESULTS AND DISCUSSION 

 Table 1 shows the results of descriptive statistics 

consisting of the minimum, maximum, mean, and 

standard deviation of the variables of carbon emission 

disclosure, financial slack, institutional ownership, 

solvability ratio. While the media exposure variable as 

measured by the dummy variable, resulting in the 

percentage of 58% of companies that were informed 

through the website and 42% of companies that did not 

inform through the media. The results of the classical 

assumption test in this study were good. Based on table 

2 shows a summary of the results of hypothesis testing. 

The regression equation in this study is in equation 2. 

CED = 0.338 + 0.085 FSLACK – 0.006 INSOWN) + 

0.061 ME – 0.100 |FSLACK-DAR| - 0.031 

|INSOWN-DAR| + 0.082 |ME-

DAR…......(2) 

The Effect of Financial Slack on Carbon 

Emission Disclosure 

Companies that have good finances especially 

those financial slack companies can carry out more 

environmental activities, to expand the carbon 

emission disclosure information to a greater extent and 

the information it contains can be qualified. So that the 

financial slack owned by the company can affect the 

implementation of carbon emission disclosure. This 

result is consistent with a researcher who says a high 

financial slack can affect the quality of carbon 

emission disclosure [11][12]. 

 
Beta 

coefficient 
Sig Description 

FSLACK 0.085 0.000 Accepted 

INS_OWN -0.006 0.668 No Accepted 

ME 0.061 0.000 Accepted 

FSLACK_DAR -0.100 0.349 Accepted 

INSOWN_DAR -0.031 0.250 No Accepted 

ME_DAR 0.082 0.020 Accepted 

Table 2. Regression Test Results 

 

Table 1. Descriptive Statistics 

 N Minimum Maximum Mean 
Std. 

Deviation 

CED 177 .056 .611 .323 .166 

FSLACK 177 .003 1.365 .173 .239 

INSOWN 177 .009 .997 .536 .330 

DAR 177 .063 1.107 .504 .229 
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The Effect of Institutional Ownership on 

Carbon Emission Disclosure 

Institutional ownership cannot influence the 

management decisions about the implementation of 

carbon emission disclosure. This can be seen based on 

table 1 of the results of descriptive statistical analysis 

which shows that the mean institutional ownership by 

de company's sample is moderate. The institutional 

ownership is not large in the sample of companies 

allows for a less strong for companies in this industry 

to make carbon emission disclosure. These results 

agree with researchers claim a high or low institutional 

ownership in the companies can not affect the extent 

of carbon emission disclosure [15][16].  

The Effect of Media Exposure on Carbon 

Emission Disclosure 

The role of the media can push companies to 

publish environmental activities and carbon emission 

disclosure. The environmental activities are published 

to inform the public that the company has made efforts 

to participate in climate change. It is also used to get 

legitimacy from the community, that companies have 

carried out activities according to the values and norms 

of the surrounding environment. The media exposure 

played a role to push a company to published the 

carbon emission disclosure to achieve its legitimacy, 

along with form researchers [18][15].  

The Effect of Financial Slack on Carbon 

Emission Disclosure with Solvability Ratio 

As A Moderator 

The solvability ratio has proved capable of 

weakening the financial slack impact on the carbon 

emission disclosure. The solvability ratio (DAR) will 

influence the manager's decision to use financial slack 

to meet his economic or corporate performance. The 

acquisition agreement would provide a loan payment 

in advance, and it would exclude the implementation 

of the environment and the carbon emission disclosure 

below. 

The Effect of Institutional Ownership on 

Carbon Emission Disclosure with 

Solvability Ratio as a Moderator 

The solvability ratio is not able to strengthen or 
weaken the implementation of carbon emission 
disclosures. This is because the average institutional 
ownership by the companies is moderate. Because of 
this, institutional owners do not encourage companies 
to carbon-emissions disclosure. The presence of debt in 
the company also does not affect institutional 
ownership because they may think that management 
has taken into account the debt so there is no need to 
take steps to bring the stakeholders that the company's 
condition is still fine. Based on the results of 

descriptive statistics, the average DAR is moderate. So 
that management has good managerial skills related to 
the settlement of obligations so that institutional 
ownership has good confidence in the company's debt 
management. So management has a good managerial 
ability associated with liability completion, then 
institutional ownership has good confidence in the 
management of corporate debt. 

The Effect of Media Exposure on Carbon 

Emission Disclosure with Solvability as a 

Moderator 

The solvability ratio can strengthen the effect of 

media exposure on carbon emission disclosure. the 

increase in the company's solvability will require a 

broader amount of information to coping asymmetric 

information between management and stakeholder. 

Then is a necessary carbon emission disclosure posted 

on a company's website tells the public that a company 

can pay for the debt and can do the environmental 

activities to participate in climate change. Published 

the information will show that the company has a 

chance to survive and going concerned. 

4. CONCLUSION 

The companies that have sufficient financial 
availability will prove that they are ready to implement 
carbon emission disclosure. Companies choose to 
disclose more information, such as carbon emission 
disclosures when there is more oversight from 
stakeholders through various existing media. When the 
company has debt, it will make the company's 
management consider policies that still make the 
company's good name look good in the eyes of 
stakeholders. Meanwhile, the existence of institutional 
ownership owned by the companies does not 
encourage companies to conduct carbon emission 
disclosures. 

The researchers should examine the variable of the 
council's expertise in the board of climate change on 
the disclosure of carbon emissions. However, the 
information is not all were reported by the sample 
companies. Information can be obtained by contacting 
directly sample companies. So that researchers cannot 
examine the variables of expertise the board in climate 
change. It is suggested that future research should use 
the expertise variable on the board in climate change. 
Because expertise the board in climate change can 
encourage companies to carry out more extensive 
carbon emission disclosure. Corporate boards 
understand better how to tackle global warming and 
contribute to climate change. 
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