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Abstract. The organization's positive and negative impacts on the environment, society and economy are disclosed in
the sustainability report. In Indonesia, a sustainable report is not a company obligation, so not many companies have
published it. To meet the demands of stakeholders, companies usually express the corporate social responsibility in
Sustainability Reporting. There are many factors that influence the disclosure of social responsibility, including
company size, profitability and leverage. The purpose of this study isto empirically examine the effect of Company Sze,
Return on Assets and Leverage on The Disclosure of Corporate Social Responsibility in the company that presents
Sustainability Reporting on the Indonesia Stock Exchange. This study uses secondary data obtained from annual
reports and sustainability reports. The sample used is 80 companies listed on the Indonesia Stock Exchange in 2015-
2018. This study analyzes the data using Partial Least Square. The results of this study indicate that Company size has
no effect on corporate social responsibility disclosure. There is an effect of company profitability on corporate social
responsibility disclosure. The direction of influence is positive which means if profitability increases it will be followed
by an increase in corporate social responsibility disclosure. Leverage has no effect on corporate social responsibility
disclosure. The findings in this study relate to Indonesian companies that publish sustainability reports and disclose
social responsibility according to the GRI G4 standard.
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EKOHOMIiKa Ta MeHeaXMeHT
Macaw MIKIAJI

Vuieepcumem Tpioinanmi, m. Ilanembane, Inoonesis

Hina ®ITPAHA

VYuisepcumem Tpioinanmi, m. Ilanembane, Inoouesisa

Meri 3YJIISATHA

VYuisepcumem Tpioinanmi, m. Ianembane, Indonesis

Pizan EOEH/II

Vuieepcumem Tpioinanmi, m. Ilanembane, Inoonesis

Cacicbka PAHI

VYuisepcumem Tpioinanmi, m. Ilanembane, Indouesis

BnuiuB po3mipy kommnaii, peHTa0e/1bHOCTI AKTUBIB Ta (DIHAHCOBOI0 BaKeJIs
Ha PO3KPHUTTHA iHPopMaLii PO KOPNOPATUBHY COLIAJIBHY BiANOBIIAJbHICTH
KOMIIaHisIMH, AIKI MyOJiKYIOTh 3BiTH PO CTAJIMH PO3BUTOK
Ha [naoHesilcbKil GpoHgoBIN Oipaxi

Anomayin. Ilozumuenuil i He2amMuHUll BNIUE OILILHOCMI KOMNAHII HA OO0BKILIA, CYCNIIbCMBO MdAd eKOHOMIKY
PO3Kpuacmvca y 36imi npo cmanuti po3eumox. B In0ouesii 36im npo cmanuii po3gumox He € 0006’ A3K08UM, MOMY He
max b6azamo Komnauiti nyonikytome tioeo. LL[ob6 3a00601bHUMU BUMOSU 3AYIKABLEHUX CIMOPIH, KOMNAHII 3a36u4ail
PO3KPUBAIOMBKOPNOPAMUBHY COYIANbHY 8I0N08I0ANbHICIb Y 36iMax npo cmanuti po3eumox. € 6azamo gaxmopis, aKi
BNIUBAIOMb  HA  POKPUMMS  KOPHOPAMUBHOL  COYIANbHOI  BIONO0GIOATLHOCIE, GKIIOUAIOYU  PO3MID  KOMNAHIL,
npubymrogicmes ma ginancosuil 8axcine (Koegiyienm euxopucmamnis no3uKo8ux 3aco0ie). Memoio yb020 00CHiOHCeHHs
€ eMnipuyHe GUBYEHHs BNIUSY PO3MIDY KOMNAHIL, peHMabenbHOCmi aKmugié [ KpeOumHo20 nieyd HA PO3KPUmms
KOpNnopamueHoi coyianvHoi 6i0nogioanbHOCmi KOMNAHWIL y 36Imi Npo cmanuili po3sumox. Y ybomy 00criodiceHHi
BUKOPUCIMOBYIOMbCS BMOPUHHI OAHI, OMPUMAHI 3 PIYHUX 36iMIi8 [ 36imie npo cmanull po3eumok. Bukopucmana eubipxa
— 80 xomnawiil, 3apeecmposanux na Inoownesiticokiil ¢ponoosiii bipoci 6 2015-2018 poxax. Lle oocnioxcenus ananizye
O0ami 3a OONOMO2010 HACMKOB020 HAUMeHUI020 keadpama. Pezynomamu yvo2o docniodxcenus nokazyiomse, wo po3mip
KOMNAHIi He BNIUBAE HA POKpUMMA KOPHOPAMUBHOI coyianvHoi eionosioanvhocmi. Icnye ennué npubymrosocmi
KOMNAHIT HA pO3KPUMMSL KOPHOPAMUBHOT coyianvHoi 6ionogioanvhocmi. Hanpsamox eniugy € no3umusHuM, Wo 03Ha4ac,
Wo AKWO NPUOYMKOGICMb 3p0Cme, ye Cynpo8oONCYSAMUMEMbCsl 30LIbUEHHIM PO3KPUMMS KOPROPpamueHoi coyianbHol
sionosioanvrocmi. DiHancosull 6aNCib He 6NAUBAE HA PO3KPUMMS KOPNOPAMUSHOL COYIANbHOI 8i0N0GI0ANIbHOCHII.
Bucnosku y yvomy docuioocennicmocyromocst iHOOHE3IUCbKUX KOMNAHRIU, KL nYOLIKYIOmMb 36imu npo CMAiull pO36UMoK
ma po3Kpusaioms coyianvhy ¢ionogioansnicme 3a cmanoapmom GRI G4.

Knrouosi cnosa. posmip xomnauii, penmabenvhicms axmusis, QiHaHCOBUIl 8axCiib, po3Kpumms IH@opmayii npo
KOPNOpamueHy coyianbHy 8I0N0GIOANbHICTNG, 36IMHICHb NPO CIMAULL PO3BUMOK.

INTRODUCTION confidence, show accountability and increase the value of

Companies need sustainability reporting to inform the
company's economic, sociad and environmental
performance for all company stakeholders (Chariri &
Nugroho, 2009). Sustainability Reporting contains not
only financial performance information but also non-
financial information consisting of information on socia
and environmental activities that enable companies to
grow sustainably. Sustainability is the continuity between
people-planet-profit, known as the Triple Line Botton
concept.

The organization's positive and negative impacts on
the environment, society and economy are disclosed in
the sustainability report. Therefore, a sustainability report
is needed to manage the impact of sustainable
development on the company's strategic activities (GRI,
2013). It is through this Sustainability Report that the
company can maintain its reputation, build stakeholder

the company. In Indonesia, a sustainable report is not a
company obligation, so not many companies have
published it, even though it has been listed on the
Indonesia Stock Exchange.

Corporate Social Responsibility (CSR) is the
responsibility of the company to fix social environmental
problems that occur due to operationa activities of the
company, therefore CSR is very important to increase the
value of the company (Rosiana et a, 2013). In Indonesia,
every company must set aside 2% of profits for social
responsibility. Corporate Social Responsibility (CSR) is
no longer voluntary but is a commitment that must be
made by every company, as stipulated in undang-undang
No. 40 tahun 2007 pasal 74 concerning limited
companies, "Companies that carry out their business
activities in the field and / or related to natural resources
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are required to carry out socia and environmental
responsibility”.

To meet the demands of stakeholders, companies
usually express this social responsibility in Sustainability
Reporting. Generally companies will not disclose harmful
information and tend to disclose beneficial information.
Companies consider the costs and benefits to be gained
when deciding to provide social and environmental
information. If the benefit of the information exceeds the
cost of its publication, the company voluntarily publishes
the information, and if the benefit is not too great, the
company does not publish the information. There are
many factors that influence the disclosure of social
responsibility, including company size, profitability and
leverage.

Various studies related to factors that influence the
disclosure of socia responsibility show contradictory
results so it is interesting to study more deeply. Company
size is a variable that is widely used for disclosure in
company annual reports. The results of Sembiring (2006)
show that company size has an effect on CSR disclosure.
According to Hackston and Milne (1996), company size
is closely related to disclosure of social responsibility,
because companies can be measured in terms of labor,
and total assets. Anggraini (2006) and N. Burhan (2012)
in their research showed different results where the size
of the company had no significant effect on CSR
disclosure.

Profitability is the company's ability to obtain profits
that are related to sdles, assets and equity. When
profitability is very high will provide more opportunities
for management to disclose CSR, therefore the higher the
level of profitability of companies proxy with Return on
Assets, the greater the disclosure of socia information
(Zaleha, 2005 in Marzully, 2012). Gray et al (2001) states
that profitability has a significant effect on CSR
disclosure. In contrast, Patten (1991), Sembiring (2006)
states that profitability has no significant effect on CSR
disclosure.

Belkaoui (1989) states that there is a negative
relationship between socia disclosure and the level of
financial leverage. So companies must present higher
profits in the present than in future profits. In order for
companies to present higher profits, the company must
reduce costs (including costs for disclosing socia
information). The research of Sembiring (2006), Susilatri
and Indriani (2011) which shows no success in linking
the level of leverage with the disclosure of socia
responsibility, while research from Hasibuan (2001) dan
Anggraini (2006), shows that leverage has a positive
effect on disclosure of social responsibility.

The purpose of this study is to anayze and
empirically prove the effect of company size which is
proxy through the number of sales, profitability proxy
through Return on Assets and leverage proxy through
DER (Debt to Equity Ratio) on CSR disclosure guided by
GRI-G4 and taking units research on companies that
publish sustainability reports. In addition, this study
through an explanation and justification of the data
collected and continued with the results and implications.

LITERATURE REVIEW

Sakeholder Theory

There has been a change in the businesss external
environment that requires changes in the way executives
think about their organizations and their work. This
change is in relation from traditional thinking to new
conceptual approaches with external groups such as
suppliers, customers, owners and employees, as well as
including governments, foreign competitors,
environmentalists, supporting contributors,  specia
interest groups, the media and others. This new approach
is known as the stakeholder approach, which is how
leaders can use the concept, structure, philosophy, and
process of a stakeholder approach to better manage their
organization (Freeman, 1984). Freeman (1984)
stakeholder theory states that a company is a body that
interacts with other stakeholders inside and outside the
company.

Stakeholder theory refers to the concept of corporate
socia responsibility (CSR), in which the survival of a
company is influenced by its stakeholders.
The company's strategy to satisfy the desires of its
stakeholders is to run a Corporate Social Responsibility
(CSR) program, hoping to improve the welfare of
employees, customers, society and the environment.
Disclosure of CSR information is important because
stakeholders need to assess and know to what extent the
company is fulfilling its role in accordance with the
wishes of the stakeholders, and therefore requires
corporate responsibility for the CSR activities that they
performed(Latupo and Andayani, 2015).

Legitimacy Theory

Legitimacy theory argues that legitimacy is a status or
state achieved when an organization's value system is
consistent with the broader value system of a society.
Legitimation theory is based on the idea that in order to
continue to operate successfully, companies must operate
within the framework of what society defines as socialy
acceptable behavior (Donovan: 2002). According to Gray
(1996), this legitimacy is a system of corporate
governance based on the bias of the community (society),
government, individuals and community groups. This
theory argues that companies cannot continue to exist and
develop if their thoughts and methods come into conflict
with the communities in which they operate (Deegan &
Rankin, 1996). Legality can take the form of mandatory
information — information in the annua financia
statements in accordance with the rules and voluntary
information in other parts of the annua report (Magness,
2006).

Disclosure of Corporate Social Responsibility (CSR)

Corporate Socia Responsibility (CSR) is the social
responsibility of al stakeholders, including consumers,
employees, shareholders, society and the environment.
Corporate socia responsibility is perceived as a form of
paying attention to the impact of the company's activities.
Corporate Social Responsibility (CSR) according to
Tanudjaja (2006) as an obligation of the industry to take
into account the effects of business activitiesin the social,
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economic and ecological dimensions and to ensure that
these effects contribute to the development of society and
the environment.

Corporate social responsibility disclosure is the
process of informing certain affected groups and society
as a whole about the socia and environmental impacts of
an organization's various economic activities. CSR
disclosure is the process of informing stakeholders and
society about the social and environmental impact of an
organization's economic activities. Socia responsibility
disclosure is measured using the Corporate Social
Responsibility Index (CSRI), based on the GRI G4
(Globa Reporting Initiatives) indicator. GRI G4 is an
organizational  network that spearheads global
developments in the implementation of the sustainability
reporting framework and strives for continuous
improvement and adoption around the world. Disclosure
of information about CSR consists of 6 categories and 91
articles.

Sacial responsibility disclosure is measured using the
Corporate Social Responsibility Index (CSRI).

CSRI =V /M

Where

CSRI: company disclosure index;

V:  Number of items disclosed by the company;

M: The number of items expected by the company.

Company Size

Company size is a tool that can be used to measure
company size. As arule, large companies disclose more
information than small companies, because the larger the
asset, the more capital invested, the more sales, the more
it is known in the community.

According to Cowan et al. (1987) in Sembiring
(2006), in theory, large corporations will not escape
pressure, and larger corporations with operations and
greater influence in society may have shareholders who
pay attention to socia programs created by corporations
to disclose. corporate information. vaues socia
responsibility. The size of a company depends on three
variables, namely total assets, sales volume and market
capitalization.

SIZE=LOG TOTAL SALES

Profitability

According to Sartono in Ricko (2017) profitability is
the company's ability to earn profits in relation to sales,
total assets and own capital. Thus profitability will be
taken into consideration by long-term investors to assess
how much profit opportunities will be obtained by
looking a the profitability ratio of a company.
To measure profitability in this study using the Return on
Asset (ROA) formula.

ROA = (net profit after tax) / (total assets)

Leverage

Leverage is a measurement tool that measures how
much a company depends on lenders to fund a company's
assets. The leverage ratio is the ratio of total debt to
average equity. The metric can be used as a description of
the company's capital structure so you can see how great

the risk of bad debt is. According to Purwandaka (2012),
the leverage ratio is the ratio of total debt to average
equity.

DER = (Total Liabilities) / (Shareholder Equity)

Theory Development

This research is based on stakeholder theory,
according to which the success of a company depends on
how well it manages relationships with various
stakeholders (Elijido, 2007). In its economic activities,
the company cannot be separated from the surrounding
social environment. Companies tend to make their
stakeholders happy because they need support to add
value to the company and support its business. He also
uses the theory of legitimacy, which is based on the idea
that in order to continue to operate successfully,
companies must operate within the framework of what
society defines as socialy acceptable behavior (Donovan:
2002). Companies need to maintain the legitimacy of
stakeholders and place them in the political and decision-
making structure so that they can support the
achievement of the company's goals, namely stability and
business continuity (Adam, 2002).

Research Hypothesis

H1: The size of the company affects the disclosure of
Corporate Socia Responsibility (CSR) in companies that
present Sustainability Reporting on the Indonesia Stock
Exchange;

H2: Return on Assets affects the disclosure of
Corporate Social Responsibility (CSR) in companies that
present Sustainability Reporting on the Indonesia Stock
Exchange;

H3: Leverage affects the disclosure of Corporate
Social Responsibility (CSR) in companies that present
Sustainability Reporting on the Indonesia Stock
Exchange.

RESEARCH METHODOL OGY

Data Sources and data collection techniques

The data collection method used in this study is
documentation. Data sources are secondary data from
electronic publications that can be accessed over the
Internet. Data from various sources includes data from
current reports and company reports on the Indonesian
stock exchange and the Global Reporting Initiative (GRI)
sustainability database, literature, journals and other
sources on research challenges.

Population

The population in this study consists of all companies
listed on the 2015-2018 Indonesian Stock Exchange that
meet the following criteria

1) Publish the annua
Report;

2) Have data on the publication of environmental
information;

3) Have dataon environmental costs;

4) Listed in the Globa Reporting Initiative (GRI)
sustai nability publications database.

report and Suitainability
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According to the specified criteria, only 20 companies
are listed on the Indonesian stock exchange, annual
reports and sustainability reports are published and are
included in the sustainability publication database of the
Globa Reporting Initiative (GRI) in the period 2015-
2018 (4 years), therefore the number of observations 80.

Based on the determined criteria, only 20 companies
were listed on the Indonesia Stock Exchange, published
the Annua Report and Sustainability Report and included
in the Sustainability Disclosure Database of the Global
Reporting Initiative (GRI) during the 2015-2018 (4 years)
period, so the number of observations was 80.

Operational Definition and Variable Measurement

The variablesin this study consisted of:

1. Disclosure of socia responsibility (Y)

A communication process of the socid and
environmental  effects of economic activities on
stakeholders and the community. This variable is chosen
by determining between the number of items approved
and the total number of items that must be approved.

Company size (X1)

Profitability (X2) H2

2. Company size (X1)

A large scale company. From some studies, company
size can be calculated by the number of employees, total
asset value, sales volume, or index ranking. This variable
is valued using the total value of assets.

3. Profitability (X2)

Improve the company's ability to generate profits for a
certain period. Company profitability that matches the
company's success and ability to use its assets
productively. This variable is obtained by comparing the
profits earned in a period with the amount obtained by the
company.

4. Leverage (X3)

Is the proportion of total debt to the average share
ownership. This ratio is used to provide an overview of
the capital structure needed by the company.

Analysis Techniques
The research model proposed for submission is as
follows:

H1

Disclosure of
Corporate Social

A 4

Leverage (X3)

/ Responsibility (Y)
H3

Figure 1. Research Conceptual Framework

From the line of thought above, the structural equation is as follows:
Y=BLX1+p2X2+p3X3+¢

The analysistool uses the SmartPL S software. Partial Least Squares (PLS) software is an analytical techniquethat is
soft modeling as it does not take into account data on a specific scale (less than 100 samples).

RESULTS
Path coefficient

The efficiency of the path of exogenous variables to endogenous variables can be seen in Table 2 below:

Table 2
Path Coefficient
Original Sample St;?rd:rrd t-Statistics P

Sample (O) | Mean (M) (STERR) (|IO/STERRY) Values
Size (X1) ->disclosure of Corporate 0,002 0,002 0,002 0,959 0,338
Social Responsibility (Y)
Profitability (X2) ->disclosur e of
Corpor ate Social Responsibility (Y) 0,998 0,997 0.003 305,840 0,000
L ever age (X3) ->disclosur e of i i
Corporate Social Responsibility (Y) 0,003 0.004 0.004 0,797 0,426

The structural equation is: CSR Disclosure = 0.002 Size + 0,998ROA - 0,003 DER + ¢

Effect of Company Sze on CSR disclosure

The size of the company seen from the size of a
company. The size of the company in this study was
measured using total sales. Based on the calculations in

table 2, it can be seen that the size of the company
proxied by the sale does not affect CSR disclosure. This
condition can be explained through the p value of 0.338
above a significant value of 0.05. The results of this study
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are not in line with research from Hackston and Milne
(1996), Kilic, M. et al (2015) which states that company
size influences CSR disclosure. This study isin line with
research by Robert (1992), Sitepu (2009) and Anggraini
(2006) which states that company size has no effect on
CSR disclosure. The implementation of the social
responsibility program does not depend on how much the
company's total sales, but rather depends on how the
company considers social responsibility, is considered
important or not. This assumption will affect the practice
of social responsibility carried out by the company and
will also have an impact on the disclosure of socid
responsibility that it compiles. Many large companies are
still reluctant to disclose some voluntary disclosure items
openly because of the large amount of public scrutiny to
large companies, while smaller companies do not make
disclosures because of constraints on costs. So that the
size of the company does not affect the company's CSR
disclosure

Effect of profitability on CSR disclosures

Profitability is the company's ability to make a profit.
To mesasure the value of profitability in this study using
the Return on Asset (ROA) formula, which is net profit
after tax divided by total assets. The results of this study
indicate a p value of 0,000 is smaller than the significance
value of 0.05, so the hypothesis is accepted that there is
an effect of company profitability on CSR disclosure. The
direction of influence is positive which means if
profitability increases it will be followed by an increase
in CSR disclosure. The results of this study are in line
with the research of Ramdhaningsih (2013), Gray et a
(2001), if a company has a higher ROA level, then the
company will increase and expand disclosure of corporate
socia responsibility information. High profit margins
will encourage managers to provide more detailed
information about the company, because they want to
convince investors of the profitability of the company and
encourage compensation for management. Social
responsibility is a strategy for the company to establish
good relationships with other stakeholders. The results of
this study are not in line with research Krisna (2016),
Patten (1991), Sembiring (2006), which states
profitability has no effect on CSR disclosure

Effect of Leverage on CSR disclosures

Leverage is the ratio of total debt to average equity.
This ratio is used to provide an overview of the capital
structure of the company, so that the level of bad credit
risk can be known. This study measures leverage by
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of socia funds to society and the environment. These
results are not in line with Anggraini (2006), which
shows a significant positive result between leverage and
disclosure of social responsibility.
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Recommendations

The company should be more responsive to social and
environmental responsibility in the community, because
it can improve the company's image and consequently
will improve company performance. Companies should
also publish sustainability reports in addition to annua
reports.
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