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Abstract

This study was carried out to reveal the actual quality of sustainability disclosure, actuated by some
recent studies that pointed out the lack of disclosure quality amid the growing trend of CSR and the
tendency that CSR disclosure was dominantly constructed to manage the corporate image. This
study also seeks to investigate the role of stakeholder groups (primary, secondary and regulatory
stakeholders) by analyzing the sustainability disclosures of 224 primary sector companies among
the five emerging markets in Southeast Asia: Indonesia, Malaysia, Singapore, Thailand, and
Philippines in 2016. An extensive disclosure index was also employed to assess each disclosure
item under the GRI G4 Guidelines. Results revealed that the quality of sustainability disclosure is
still low. In this regard, Thailand turns out to be the country with the highest score, followed by
Malaysia and Indonesia. Labor practice became the most expressed aspect by the companies,
followed by environmental and social aspects. Based on the results obtained, it is therefore argued
that employees, auditors, mass media, and regulators all play their roles in encouraging companies
to enhance the quality of sustainability disclosure. However, this study does not find a significant
influence from the shareholders and international consumers. The contradictory result was found
from creditors, conveying that they possess a negative influence on the quality of sustainability
disclosure.

Keywords: sustainability, disclosure, stakeholder, GRI G4, ASEAN

Abstrak

Penelitian ini ditujukan untuk menganalisis kualitas pengungkapan keberlanjutan, yang dimotivasi
oleh sejumlah studi yang menunjukkan rendahnya kualitas pengungkapan di tengah maraknya tren
CSR dan adanya kecenderungan bahwa pengungkapan tersebut lebih ditujukan untuk
mengendalikan citra perusahaan. Penelitian ini juga ditujukan untuk menginvestigasi pengaruh
kelompok stakeholder(primary, secondary, dan regulatory stakeholder)dengan menganalisis
kualitas pengungkapan keberlanjutan pada 224 perusahaan sektor primer pada negara ASEAN-5,
yaitu Indonesia, Malaysia, Singapura, Thailand dan Filipina, dengan tahun observasi 2016. Setiap
pengungkapan keberlanjutan perusahaan dinilai melalui metode analisis konten yang mendalam
dengan pedoman GRI G4. Hasil penelitian menunjukkan bahwa tingkat kualitas pengungkapan
keberlanjutan masih rendah. Thailand menjadi negara dengan kualitas pengungkapan keberlanjutan
tertinggi, disusul oleh Malaysia dan Indonesia. Aspek ketenagakerjaan menjadi aspek yang paling
banyak diungkapkan oleh perusahaan, disusul dengan aspek lingkungan dan kemasyarakatan.
Berdasarkan hasil pengujian, diketahui bahwa kelompok karyawan, media massa, auditor dan
regulator memiliki peranan dalam mendorong perusahaan untuk melakukan pengungkapan
keberlanjutan yang berkualitas. Namun, tidak ditemukan adanya pengaruh yang signifikan dari
kelompok pemegang saham dan konsumen internasional terhadap kualitas pengungkapan
keberlanjutan. Penelitian ini juga menemukan adanya pengaruh negatif dari kelompok kreditor.

Kata kunci: pengungkapan, keberlanjutan, pemegang kepentingan, GRI G4, ASEAN
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INTRODUCTION

Two decades have passed since the
concept of Triple Bottom Line was first
mentioned by Elkington in 1997. The fun-
damental concept of TBL, also known as
Triple P (Profit, People, Planet), empha-
sizes that a company should equally pro-
vide attention to its economic, social and
environment  performance  (Elkington
1997). lllustrated as three circles intercon-
necting with each other, the Triple P ad-
dresses that the social and environmental
responsibility of a company is as important
as its profitability. To achieve success, a
company is not only required to maintain its
profitability but also to keep its business in
a sustainable way (Perrini and Tencati
2006).

A company, as a nexus of contracts,
receives considerable interest from a wide
range of stakeholders (Jensen and Meckling
1976), such as shareholders, customers,
employees, the government, the local com-
munity, and environment. In relation to this
obvious issue, Clarkson, (1995) who con-
ducted a review of 10-year research related
to CSR, prefers to view CSR as a concept
of stakeholder management, by fulfilling
the responsibility of the company to its
stake-holders rather than its responsibility
only to society.

The capacity of a company to create
long-term sustainable prosperity is deter-
mined from its management relation with
critical stakeholders (Post et al. 2002;
Perrini and Tencati 2006). Therefore,
several previous studies have used stake-
holder framework as a basis for companies
in conducting and reporting their CSR ac-
tivities, such as the study of Huang and
Kung (2010), Dong et al. (2014), Chiu and
Wang (2015), and Siregar and Rudyanto
(2016). These studies discovered that
several stakeholders, such as employees
(Huang and Kung 2010; Siregar and
Rudyanto 2016), government (Lu and
Abeysekara 2014), and consumers (Dong et
al. 2014) have assigned influences in en-

couraging quality social and environmental
disclosures.

Data from various CSR studies and
surveys indicate that the development of the
sustainability reporting trend has occurred
globally, both in developed and developing
countries (ASR 2010; Sharma 2013;
KPMG 2015; Loh et al. 2016). Based on the
report of Carrot and Stick: 2016 Edition
published by KPMG, GRI, UNEP, and the
Center for Corporate Governance in Africa,
the main factors causing such escalation is
the existence of sustainability reporting
regulations by governments. This is an en-
couraging fact that implies the increasing
awareness on the issue of sustainability.
Yet the remarkable question arises
concerning the quality of such obvious dis-
closures. Moreover, De Villiers and
Alexander (2014) convey that sometimes
the company is just looking to “tick more
GRI boxes” by increasing the number of
their reporting, regardless of the content
and quality of information (De Villiers and
Alexander 2014; Michelon et al. 2015).
Some recent studies from Cho et al. (2012),
Chiu and Wang (2014), Michelon et al.
(2015) also pointed out a lack of significant
association between CSR reporting prac-
tices and disclosure quality as evidence of a
tendency that CSR reporting was used to
manage the corporate image rather than to
impact sustainable development (Gray
2010; Michelon et al. 2015) Therefore, the
crucial matter is not only about the “quan-
tity” but also the “quality” of the disclosure.

This study identified three research
gaps in previous studies and tried to fill
these gaps. Firstly, most of the previous
studies only captured the quantity aspects
of sustainability reporting. The majority of
previous studies used the traditional
measure for content analysis, such as look-
ing at the percentage allocation of CSR dis-
closure in the annual report or using
dichotomous scoring (score of 1 for items
that are reported, O if not reported)
(Michelon et al. 2015). This measurement
sometimes led to a less accurate result, be-
cause a company that makes a one sentence



182 Jurnal Akuntansi dan Keuangan Indonesia, Desember 2019, Vol. 16, No. 2, hal 180-205

disclosure is treated equal to a company
which discloses 50 sentences (Hackston
and Milne 1996; Dong et al. 2014). There-
fore, this study aims to conduct a more de-
tailed examination to see the actual quality
of the disclosure of sustainability by adap-
ting the disclosure scoring index used by
Dong et al. (2014) and Vuontisjarvi (2006).
Each disclosure made by the company will
be assessed from their accuracy (0-3 score
range) and substance (0-3 score range) for
general aspects and its specificity level of
performance indicator (0-6 score range) for
specific/performance aspects.

Second, most of the previous studies
have examined the influence of each stake-
holder group on the quality of their
CSR/sustainability report. Thus, this study
uses a stakeholder framework to evaluate
the role of stakeholder groups in encou-
raging companies to conduct quality
reporting. This study employs the stake-
holder group classification of Buysse and
Verbeke (2003) by dividing stakeholders
into four groups: internal primary stake-
holders, external primary stakeholders,
secondary stakeholders, and regulatory
stakeholders. Such classification is ex-
pected to facilitate a conclusion of varied
results from previous studies because each
group of stakeholders gives a different
motivation for companies to conduct
quality disclosures.

Third, from the literature review con-
ducted, the majority of previous studies that
examined determinants of CSR disclosure
only evaluate one or two aspects of the CSR
reporting, such as only social disclosure
(Branco and Rodrigues 2008; Menassa
2010; Chiu and Wang 2015), environ-
mental aspects (Clarkson et al. 2008;
Huang and Kung 2010; Thijssens et al.
2015), or social and environmental aspects
(Tagesson et al. 2009; Gamerschlag et al.
2011; Lu and Abeysekara 2014). Therefore,
this study attempts to provide a compre-
hensive picture of the quality of sus-
tainability disclosure by assessing the three
dimensions of a sustainability report under

the GRI G4, namely the economic, social,
and environmental aspects.

This study is expected to contribute to
the development of related research in de-
veloping countries. Most of the prior stud-
ies have been conducted in developed coun-
tries, where there are different institutional
backgrounds in developed and developing
countries (Kuzey and Uyar 2017). A litera-
ture review was conducted by Ali et al.
(2017) to compare the determinants of CSR
disclosure in developed and developing
countries. The concern of specific stake-
holders in developed countries include reg-
ulators (Chih et al. 2010; Shi et al. 2012),
shareholders (Thorne et al. 2014), creditors
(Roberts 1992), and the media (Deegan et
al. 2002) are important in influencing CSR
disclosure. Meanwhile, CSR reporting in
developing countries is influenced by the
external forces or powerful stakeholders,
such as international buyers (Belal and
Owen 2007), foreign investors (Chiu and
Wang 2014), international media concerns
(Islam and Deegan 2008), and international
regulatory bodies such as the World Bank
(Rahaman et al. 2004).

Alietal. (2017) also emphasized that
most of the CSR research in developing
countries were only conducted in one coun-
try (single-country case studies), thus the
results cannot be generalized and depend on
the contextual factors of the country. There-
fore, this study acquires a wider sample
which consists of primary sector industries
among the five emerging markets in
ASEAN: Indonesia, Malaysia, Singapore,
Thailand, and the Philippines (ASEAN
2015; Majid et al. 2008). The ASEAN-5
countries chosen as the object of study are
also due to considerations of Sustainable
Development Goals (SDGs) as a new
global set of development goals in the
South East Asia region (ASEAN 2015).
This study is expected to give a contribu-
tion in strengthening the SDGs framework
for regional integration by enriching SDGs-
related regional research and intensifying
knowledge-sharing between decision -
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makers and the research community (Olsen
et al. 2015).

In addition, a study from Loh et al.
(2016) which was aimed at reviewing the
progress of sustainability reporting in 2014-
2015 in Indonesia, Malaysia, Singapore,
and Thailand found that the overall pro-
gress of sustainability reporting is consid-
ered adequate, but additional effort is
needed to produce better quality sustaina-
bility reporting. Hence, this study selected
2016 as the observation year to extend the
study of Loh et al. (2016) by investigating
which stakeholder groups have the power
in encouraging companies to enhance their
sustainability reporting quality. The selec-
tion of 2016 as the observation year is also
related to the mandatory regulation of Indo-
nesian companies to report their CSR as
regulated by the Financial Services
Authority of Indonesia (OJK), effective as
of year-end 2016, and the publication of the
Sustainability ~ Reporting  Guide by
Malaysian Stock Exchange in October
2015.

Based on a literature review by Ali et
al. (2017), the industry sector was found to
be associated with CSR disclosure (Haniffa
and Cooke 2005; Amran and Devi 2008;
Huang and Kung 2010). Although it has no
consistent effect on the ethical/social dis-
closure, it still has an important effect on
the amount of environmental disclosure
(Adams et al. 1998), considering that envi-
ronmental disclosure has greater relevance
to companies related to natural resources
compared to those in other fields. Hence,
this study selected primary sector compa-
nies as the research sample, considering
that all three aspects of sustainability dis-
closure (economic, social, and environmen-
tal) are very crucial to this sector.

Through content analysis methods
under the GRI G4 guideline, the assessment
of sustainability disclosures was conducted
on 224 companies. The findings revealed
that the level of quality of sustainability dis-
closure still tends to be marginally low.
Thailand has the highest score, followed by
Malaysia and Indonesia. Labor practice dis-

closures showed to be the most frequent,
followed by environmental and social as-
pects. Based on the regression results, the
employee group as the internal primary
stakeholders, mass media and auditors as
secondary stakeholders, and the regulatory
stakeholders have a significant engagement
in encouraging companies to conduct qual-
ity sustainability disclosure. However,
there is no significant influence from the
shareholders and international consumers
on the quality of sustainability disclosure.
The study also found a negative influence
of the creditors on the quality of sustaina-
bility disclosure.

This paper is organized as follows:
Firstly, an introductory section is presented.
A review of the literature and the develop-
ment of the research hypotheses in the
second section will be presented. The re-
search methodology used will be discussed
in the third section, followed by the results
and analysis in the fourth section. Finally,
in the fifth section, the conclusion along
with the implications, limitations, and sug-
gestions for subsequent research will be de-
scribed.

LITERATURE REVIEW AND
HYPOTHESES DEVELOPMENT

Stakeholder Theory

The stakeholder theory is one of the
most widely used theories in  CSR-studies
(Clarkson 1995; Harrison and Freeman
1999; Sharma and Henriques 2005; Huang
and Kung 2010; Dong et al. 2014; Beckman
et al. 2016). This theory developed from a
change of business paradigm that was
originally focused on maximizing the wel-
fare of only the stockholder, which ex-
panded and considered the many parties re-
lated to the company (Clarkson 1995;
Andriof et al. 2002) and became known as
‘stakeholder’ terms.

In this respect, Freeman (1983) ex-
plained that there are two definitions of
stakeholders, in the narrow sense and the
broad sense. Under the narrow sense
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definition, stakeholders are simply defined
as individuals or groups to which the organ-
ization depends on to survive in operating
the business. Whereas in the broad defini-
tion, stakeholders are defined as groups that
might affect the achievement of corporate
goals and groups that are affected by the ex-
istence of the company. However, in for-
malizing and managing corporate strategy
in the long term, stakeholders must be
viewed in the broad sense (Freeman 1983).

Clarkson (1995) attempted to distin-
guish stakeholders into two major prem-
ises; primary stakeholders and secondary
stakeholders. Primary stakeholders are
defined as the main stakeholder groups that
determine the going concern of the com-
pany. Thus, without a good relationship
with these groups, the company cannot sur-
vive and run the business properly. The
secondary stakeholders are groups that can
affect or be affected by the company, but
are not as important as the primary stake-
holder in determining the business sustain-
ability of the company. In accordance with
the argument of Freeman (1994), in the
broad definition of the stakeholder, man-
agement should pay attention to both the
primary and secondary stakeholder groups.

Moreover, some contention has
emerged around the development of stake-
holder theory. There are two major
branches in stakeholder theory: the ethical
(moral) branch and the managerial
(positive) branch (Gray et al. 1996; Deegan
2000; Belal2008). The ethical branch of
stakeholder theory asserts that all stake-
holders have certain fair treatment rights
that should be protected by the organization
(An et al. 2011). Companies should engage
in activities that meet the expectations of all
stakeholders (Deegan 2000; Fernando and
Lawrence 2014). On the other hand, the
managerial branch of stakeholder theory
assumes that management takes into
account the interests of a limited number of
stakeholders, who have significant power to
influence the success of the business
(Roberts 1992).

A study from Mitchell et al. (1997)
also gives critical thought about the theory
of stakeholder salience, by explicating how
and under what circumstances managers
can and should respond to various stake-
holder types. Based on the study, the
salience of stakeholders is determined by
three attributes: (1) power, the ability of
those who possess power to bring about the
outcomes they desire; (2) legitimacy, a gen-
eralized perception that the actions of an
entity are appropriate within some socially
constructed system of norms; and (3) ur-
gency, the degree to which stakeholder
claims call for immediate attention. Thus,
stakeholders who only have the power
attribute do not mean that they will have a
high degree of salience. Power needs
legitimacy to gain authority, and it gains ex-
ercise with urgency. As a note, urgency is
not a steady-state attribute but can vary
across the relationships of stakeholder and
manager or within a single relationship
across time (Salancik and Pfeffer 1974,
Suchman 1995, Mitchell et al. 1997).

Media Agenda Setting Theory

Media agenda setting theory was first
introduced by McCombs and Shaw (1972)
who discovered how political news
coverage from the US press determines
public opinion in the 1968 US presidential
election (Brown and Deegan 1998). They
provide evidence that there is a strong in-
fluence from the news media on people’s
consideration of major issues in a presi-
dential campaign (Elijido 2011).

The main idea is the ability of the
media to influence the degree to which the
public prioritizes certain topics (McCombs
and Reynolds 2002; Liao et al. 2018). The
media are not seen as mirroring public pri-
orities, rather, they are seen as shaping
them (Brown and Deegan 1998). Hence, the
more the news media report about
particular issues, the more prominence
these issues will gain among the general
public (McCombs et al. 1997; Pollach
2014).
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The role of the media is especially
relevant for business and CSR behaviors
(Zucker 1978). As the development of the
application of media agenda setting theory
in communications, political, and business
research, various studies also use this the-
ory to explain the corporate behavior re-
garding its CSR activities. The disclosure
of CSR information may be used as a
strategy by companies to meet the expecta-
tions of society (Gray et al. 1995) and as a
mechanism to manage their exposure to
media and public pressures (Patten 1991;
Garcia-Sanchez et al. 2014). Through the
media power in shaping public opinion,
firms could reasonably expect that
engaging in CSR activities to be discussed
in the media will improve their organi-
zation’s image (Zyglidopoulos et al. 2012).

Along with the increased media
concern of the community’s social and
environmental issues, many studies found
that the firms responded by increasing the
extent of their disclosures through their
annual reports (Deegan 2000; Patten 2002).
Although the media is categorized as the
secondary stakeholder for a company, it
still has a crucial role in determining public
opinion about topics on society in general
(Ader 1995; Brown and Deegan 1998).
Firms with high visibility also receive high
levels of media attention. Thus, engaging in
CSR is one of their powerful tools to
improve their public image (Zyglidopoulos
etal. 2012).

Sustainability Disclosure from a
Stakeholder Perspective

In the past two decades, CSR and sus-
tainability reporting have attracted world-
wide attention by the increasing number of
its adoption and being the subject of sub-
stantial academic research (Haniffa and
Cooke 2005; Jamali and Mirshak 2007).
One of the purposes of sustainability report-
ing is to communicate a company’s efforts
and sustainability pro-gress to its stake-
holders (Dalal-Clayton and Bass 2002,
Lozano and Huisingh 2011). Sustainability
disclosures may evaluate the performance

of the company based on three different pa-
rameters: economic, social and environ-
mental (Dutta et al. 2012). It provides the
overall performance of the company to sat-
isfy the needs of the various groups of
stakeholders rather than financial state-
ments alone (Siregar and Bachtiar 2010).
Different to a financial report which pro-
vides quantitative information, sustain-
ability disclosure contains both quantitative
and qualitative information related to a
firm’s economic, social, and environmental
performance in a balanced manner (KPMG/
WIMM 2002) to accommodate the
information needs of each stakeholder.

The development of the CSR concept
cannot be detached from stakeholder
theory. Coase (1988) explained that the
term ‘CSR’ should be reserved for the
process by which companies identify and
voluntarily neutralize the harmful effects
their operations have on society (Johnston
2011). However, as the development of the
sustainability concept from a stakeholder
perspective, CSR is not only seen as a
philanthropic activity because it tends to be
interpreted as reciprocity by the company
for its irresponsible activities (Horischet al.
2014).

Under the ethical branch of stake-
holder theory, the fundamental idea of CSR
has been shifted as an obligation for
business corporations to work towards
meeting the needs of a wider array of
stakeholders (Clarkson 1995; Waddock et
al. 2002, Jamali and Mirshak 2007). Hence,
the ethical branch of stakeholder theory
broadens the scope of CSR by changing its
purpose to create value for all stakeholders
(Freeman et al. 2010). Based on the concept
of the social contract, as the part of a society
with various stakeholder relationships, the
company exists at the will of its society to
the extent that it continues to maintain
society with benefits (Gray et al. 2010) as
its effort to be socially responsible.

However, from the managerial
branch of stakeholder theory that assumes
management focuses mainly on managing
the relationship between an organization
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and its critical stakeholders, CSR infor-
mation is disclosed to comply with the ex-
pectations of powerful stakeholders rather
than all the stakeholders of the firm (Ali and
Rizwan 2013). Furthermore, based on the
concept of the salient stakeholder theory,
only a stakeholder who has power and
legitimacy will become the salient stake-
holder for the company (Mitchell et al.
1997). In this context, the stakeholder needs
to gain authority by its power and
legitimacy to encourage the company to
consider the sustainability issue as a serious
matter.

Thus, through the examination of this
issue, this study desires to point out the
stakeholder groups which are considered to
be the salient stakeholder by the companies,
so that it can push them to reveal the sus-
tainability quality disclosure as a way to
meet the stakeholders’ expectation on sus-
tainability matters.

Hypotheses Development

Several previous studies use stake-
holder framework as a basis for evaluating
a firm’s performance. Most of these studies
(Huang and Kung 2010; Lu and Abey-
sekara 2014; Chiu and Wang 2015) figure
out that some stakeholder groups have
power to encourage the companies to carry
out CSR reporting, especially the primary
stakeholder groups. However, to under-
stand the role of various groups in CSR re-
porting, it becomes important for us to not
only understand the role of primary groups,
but also the role of the other group of stake-
holders (Clarkson 1995). Therefore, this
study uses stakeholder’s framework devel-
oped by Buysse and Verbeke (2003) by di-
viding stakeholders into four types: internal
primary, external primary, secondary, and
regulatory stakeholders.

Internal Primary Stakeholder

In this obvious issue, two groups of
stakeholders would simply be tested as in-
ternal primary stakeholders for the com-
pany: the shareholders and employees. Cre-
ating value for stakeholders creates value

for shareholders (Freeman 2004), given that
the capital owners are one of the salient
stakeholders for the company. They obtain
power with their capital for business conti-
nuity and legitimacy with their ownership
in the company. Sustainability reporting
mechanism provides information needed by
the shareholder groups as the main stake-
holder of a company, both quantitative and
qualitative information about a firm’s eco-
nomic, social, and environmental perfor-
mance (KPMG/ WIMM 2002). Thus, the
degree of shareholder concentration will
affect the disclosure policy undertaken by
the company (Cormier and Magnan 2015).
Evidence from previous studies has sug-
gested that dispersed ownership across
many investors has contributed to increa-
sing the need for voluntary disclosure
(Cullen and Christopher 2002; Brammer
and Pavelin 2005). Distributed company
ownership, especially when owned by sev-
eral investors concerned about social re-
sponsibility, will put pressure on manage-
ment to increase the quality of the compa-
ny's CSR report (Chiu and Wang 2015). As
outlined in the stakeholder theory, the
wider the company’s responsibility scope
towards the stakeholder groups, the larger
its incentive to reveal more information in
sustainability reporting, and vice versa (Lu
and Abeysekara 2014). Therefore, the
hypothesis is proposed as follows.
Hia:  Thediffusion rate of shareholders
has a positive effect on the quality
of sustainability disclosure.

Employees, as the intellectual capital
and the executors of corporate strategy, are
the main and influential stakeholders of the
company. As described by the salience
stakeholder theory, corporate liability for
employees can become a tool to gain power
and legitimacy, so they can be considered
as potential salient stakeholders (Mitchell
et al. 1997). Considering the surge in CSR
awareness, Fernandez-Feijoo et al. (2014)
found that employees became one of the
most influential stakeholders for trans-
parent sustainability reporting.
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Through interviews with company
executives, Jamali and Mirshak (2007) also
found that CSR communication with em-
ployees is essential and has positive
spillover effects on their morale and moti-
vation. Since the rights and interests of the
employees are closely connected to the firm
prospects, the employees are particularly
concerned about the firm’s attitudes toward
social responsibility. The presence of ex-
tensive reporting is also one of the manage-
ment tools to inform the company's social
performance and to maintain an ongoing
good relationship with its employees
(MMSD 2002; Siregar and Rudyanto
2016). Consequently, the larger the number
of employees, the greater the influence they
have to demand CSR/sustainability infor-
mation from the company (Huang and
Kung 2010). Therefore, the next hypothesis
is stated as follows.

Hib:  Labor intensity rate has a positive
effect on the quality of sustaina-
bility disclosure.

External Primary Stakeholder

Apart from the internal primary
groups, the external primary groups also
become key stakeholders who have a major
influence on companies to conduct the
quality of sustainability reporting (Huang
and Kung 2010; Dong et al. 2014). There
are two groups of stakeholders to be tested
as external primary stakeholders in this
study: international consumers and credi-
tors.

International consumers as stake-
holders in foreign countries also exert pres-
sure on companies to be socially
responsible (Andrew et al. 1989; Haniffa
and Cooke 2005). As one of the important
stakeholders, consumers have certain ex-
pectations for the company regarding its so-
cial responsibility (Podnar and Golob
2007). Explained by the managerial branch
of stakeholder theory and the salient stake-
holder theory, international consu-mers can
be a salient stakeholder for the company
through their power and legitimacy in the
market mechanism with their buying deci-

sions and their ratings to a product in many
aspects, including the assessment of CSR.
Thus, international buyers can often influ-
ence corporate behavior through the exer-
cise of bargaining/buying power in contrac-
tual relationships (Chiu and Wang 2015).
Consumers concerned with global CSR
issues will encourage companies operating
in international markets, particularly those
from developing countries, to conduct
quality sustainability disclosures (Branco
and Rodrigues 2008) to fulfill the needs of
CSR information for their consumers.
Additionally, a study from Belal and Owen
(2007) indicated that domestic companies
in Bangladesh, particularly those who are
competing in export markets, provided con-
siderably particular attention to pressure
emanating from international buyers re-
garding their CSR reporting. Thus, the hy-
pothesis is as follows.
H2a:  International consumers have a
positive effect on the quality of
sustainability disclosure.

The creditor as a provider of funds for
business operations is one of the
stakeholders that can affect the activity and
disclosure of the company (Hossain et al.
1994; Lu and Abeysekara 2014). Applying
the concept of salient stakeholder theory,
the creditor obtains their power and legiti-
mate claim to the company through its loan
agreement with the company. Moreover,
Huang and Kung (2010) argued that the
creditors of a firm with higher financial
leverage become more influential, and
managers will step up the response to their
demands for corporate social activities in-
formation. Consistent to Lu and Abey-
sekara (2014), this study has also predicted
a positive relationship between creditors
and quality disclosures, considering the
growing concept of sustainable finance and
social banking in the business world. The
concept suggested that a company’s social
and environmental aspects turn into one of
the considerable factors for funding deci-
sion as a commitment to safeguarding the
environment and better social life (Weber
and Remer 2011; OJK, 2014).
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This is important to the creditor since
they will face default risk if the firm is pe-
nalized when generating a negative impact
on society/the environment (Huang and
Kung 2010). Thus, the next hypothesis is
stated as follows.

Hazo: Creditors have a positive influence
on the quality of sustain-ability dis-
closure.

Secondary Stakeholder

Secondary stakeholders also have an
effect on CSR reporting, although they do
not exert great influence on the going con-
cern of the company such as the primary
group. The sustainability of a firm depends
on the sustainability of its stakeholder rela-
tionships, not only to its shareholders,
employees, and customers — as primary
stakeholders— but also to public authorities,
civil society in general, etc (Perrini and
Tencati 2006). There are two groups of
stakeholders to be tested as secondary
stakeholders in this study: the mass media
and auditors.

As the secondary stakeholder, the
mass media plays an important role in
shaping the firm's reputation in society. The
influence of media is explained by the
media setting agenda theory. The visibility
of a firm depends on the quantity of media
coverage on the firm (Gamerschlag et al.
2011). Companies with high visibility will
receive greater media attention, so they
tend to be careful with their corporate
image (Lindgreen et al.2008). Empirical
studies from Chiu and Wang (2015) and
Gamerschlag et al. (2011) found that the
mass media became one of the conside-
rations of firms in conducting disclosure
related to social aspects. Through the power
of media in shaping public opinion,
companies may use their CSR disclosure as
an effective way to improve their positive
image (Zyglidopoulos et al. 2012) and to
manage their exposure to media and public
pressures (Patten, 1991;Garcia-Sanchez et
al., 2014). This is evidenced in a number of
studies, such as Deegan (2000), Reverte
(2009), and Garcia-Sanchez et al. (2014)

who found an increase in the amount of

CSR information disclosed as a

consequence of media pressure. Therefore,

the hypothesis is as follows.

Hsa: Media exposure has a positive
influence on the quality of
sustainability disclosure.

Auditors, as an independent and
professional party, can provide a role in
influencing and directing their clients to
initiate the evolving accounting practices,
such as the concept of CSR (Lu and
Abeysekara 2014). Even though it acts as
an external-intermediary party that does not
have a major influence on the company’s
operational activities, an auditor plays its
role by providing assurance services to the
credibility of financial statements (Huang
and Kung 2010). As one of the company’s
stakeholders, auditors can encourage the
company to enact full disclosure on firm
performances, both in economic, social,
and environmental aspects (Ahmad et al.
2003). A study from Wallace et al. (1994)
found that large public accounting firms
have more expertise and experience in
influencing firms to disclose broader
information. A similar research result was
obtained by Ahmad et al. (2003), who
found that Malaysian firms which are
audited by Big 5 tend to report higher
environmental disclosure. Therefore, the
next hypothesis is stated as follows.

Hsb:  Firms that are audited by the Big
4 tend to enhance their quality of
sustainability disclosure.

Regulatory Stakeholder

As the regulatory stakeholder, the
government or other regulatory bodies
related to CSR/sustainability reporting also
becomes a salient stakeholder by influen-
cing the companies on such reporting
practices. Based on the result of a survey by
KPMG, the main factor causing the
increasing number of sustainability repor-
ting is related to regulations (KPMG 2015)
stipulated by the government or related
institutions, such as the stock exchange. As



Jurnal Akuntansi dan Keuangan Indonesia, Desember 2019, Vol. 16, No. 2, hal 180-205 189

described in the managerial branch of
stakeholder theory and salience stakeholder
theory, the government and other regula-
tory bodies have a power attribute by
setting the rules which must be obeyed by
the company and also a legitimacy attribute
by setting the norms and standards of
sustainability reporting practice and its
guidance (Mitchell et al. 1997, Dong and

Xu 2016). Research conducted by Dam and

Scholtens (2008) found that there is a

significant  relationship  between the

strength of environmental regulations on

CSR activities conducted by multinational

companies. A similar study from Dong and

Xu (2016) also found that the government,

through its CSR regulations, became one of

the influential stakeholders in increasing
the extent of the disclosure of environ-
mental aspects in mining companies in

China. Thus, the last hypothesis is as

follows.

Hs:  The strength of CSR/sustain-
ability regulation has a positive
influence on the quality of
sustainability disclosure.

RESEARCH METHODOLOGY

This study uses a quantitative ap-
proach with Ordinary Least Square (OLS)
regression for testing the hypothesis. Data
required in this study were taken from the
firm's website, the stock exchange’s web-
site, and the Thomson Reuters Database.
The object was chosen based on primary in-
dustry groupings on the Global Industry
Classification Standards, provided by the
Thomson Reuters database. In this method,
there were 255 companies listed as primary
sector companies in the observation year
2016. A total of 31 companies were elimi-
nated as research samples because there
were 20 companies who did not publish
their annual /sustainability report, 6 compa-
nies who published their report in their
national language only (not in English), and
5 companies with incomplete data. In the
end, 224 companies were selected as the

final samples, which consisted of mining
(111), agricultural (58), oil and gas (40),
and husbandry companies (15).

The dependent variable in this study
is the quality of the company's sustainabil-
ity disclosure. This study uses sustainability
reporting guidelines published by the GRI
G4 as a basis for conducting content
analysis on each aspect, both disclosed in
the annual or sustainability report. Under
the GRI G4 guidelines, there are 149
disclosure items which consists of 58
general disclosures and 91 specific dis-
closures comprising of three categories:
economic (9 items), social (48 items), and
environmental (34 items). As for the social
category, there are 4 sub-categories that
must be reported by the company: labor
practice (16 items), human rights (12
items), society (11 items), and product
responsibility disclosure (9 items).

This study employs a disclosure qual-
ity measurement model adapted from Dong
et al. (2014) and Vuontisjarvi (2006). Con-
sidering the differences in the type of infor-
mation, general disclosure and specific dis-
closure will be assessed from a distinct di-
mension. For general disclosure which con-
tains general company-related information,
strategies and risks encountered, as well as
corporate governance, the disclosure will
be assessed from an accuracy dimension
(score of 0-3) and substance dimension
(score of 0-3). For accuracy dimension
assessment, we observed how each item
was disclosed, whether it was not disclosed
(0), expressed in only descriptive/narrative
form (1), expressed in quantitative form
(2), or expressed in monetary units (3). For
substance dimension assessment, we
observed whether it was not disclosed (0),
expressed only as a normative value/aims to
be achieved (1), as the action practiced (2),
or as a quantitative measure reflecting the
company's achievement of the practice (3).
Therefore, the maximum score for general
disclosure is 348 ((58x3) + (58x%3)).

The specific disclosure which con-
tains the company's performance on three
aspects of sustainability: economic, social
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Table 1
Sustainability Disclosure Scoring Index
Dimension Type of Disclosure Score
For General Disclosure
Not disclosed 0
Accuracy (ACC Disclosed as narrative 1
y ( ) Disclosed as quantitative (non-monetary) 2
Disclosed as monetary 3
Not disclosed 0
Disclosures that provide information on stated aims/value 1
Disclosures that covers how the company addresses a given issue by describing the
Substance (SUB)  4ction/practice adopted 2
Disclosures that reflects actual achievements by providing quantitative measures 3
For Specific Disclosure
Performance data is not presented 0
Performance data is presented 1
Performance data is presented relative to peers/rivals or industry 2
Performance Performance data is presented relative to previous periods (trend analysis) 3
Indicator (P1) performance data is presented both in absolute and normalized form 4
Performance data is presented relative to target 5
Performance data is presented at disaggregate level (i.e., plant, business unit, 6

geographic

Source:Dong et al. (2014) and Vuontisjéarvi (2006)

Zone 2

Zone 4

Weak Enforcement ‘ Strong Enforcement
Level, High Concern Level, High Concern
aof Reporting of Reporting Guidance
Guidance
Sustainability
Reporting ‘
Guidance by
Stock Exchange Fone | Zone 3
Weak Enforcement Strong Enforcement
Level, Low Concern ‘ Level, Low Concern of
of Reporting Reporting Guidance

Guidance

Sustainability Reporting Enforcement Level

Source: Adapted from Waverman and Koutroumpis (2011)

Figure 1

4-Quadrant Model of Regulatory Stakeholder shares held by strategic investors) to the

and environmental, will be assessed from
its performance indicator disclosed on a O-
6 scale (Clarkson et al. 2008). Thus, the
maximum score for specific disclosure is
546 (91 x 6). As a result, the maximum
score that can be achieved by a company for
its general and specific disclosure is 894.
The detailed scoring index can be seen in
Table 1.

There are five independent variables
in the research model. The first variable is
the shareholder’s diffusion rate (SOD),
measured by the number of shares of public
ownership, calculated by dividing free float
(shares outstanding - treasury shares -
shares held by strategic investors) to the
outstanding shares (Chiu and Wang 2015).
The next variable of employees (EMPL) is
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Table 2

Sustainability Reporting Regulations in ASEAN-5 Countries & Assessment of Regulatory
Stakeholders

Indonesia Malaysia Singapore Thailand Philippines
(IDX) (Bursa) (SGX) (SET) (PSE)
Sustainability .
N CSR ‘Comply or CSR disclosure
;%Stg:?i?]b'“ty disclosure as a Ztiit(:el?seunrte asa explain’ basis as a part of
En?orcen?ent part of listing listin as a part of listing rule, Nil
Level rule from FY re uigrlement listing rule from effective from 1
2012 frgm 2007 FY 2017* Jan 2014
Bursa Malavsia SGX’s ‘Guide CSR Institute’s
Sustainability ‘Sustainabil}ilt to Sustainability (CSRI) No, just offer
Reporting Nil Reportin Y Reporting for ‘Guidance for the CG
Guidance GuFi)de’ g Listed Sustainability Guidance
Companies’ Reporting’
Zone/Score 3 4 2 4 1

*In 2016, Singapore does not have mandatory CSR-reporting regulation

Source: UN-SSE Initiative (2016), Loh et al. (2016)

proxied by the labor intensity ratio, by di-
viding total labor-related costs to total fixed
assets owned by the company (Schmenner
1986). The international consumer (CONS)
is proxied by the export proportion of the
total sales (total export / total sales of the
company), and the creditor (CRED) is
proxied by the financial leverage ratio of
the company, by dividing total long-term
debt to total assets. The auditor (AUD) is
proxied by dummy variables (Lu and
Abeysekara 2014). A value of 1 is given for
firms audited by the Big 4, while a value of
0 is given for firms audited by non Big 4.
Media exposure (MEDX) is proxied by the
number of news items related to the firm on
the Google search engine in the reporting
year. This proxy refers to Garcia-Sanchez
et al. (2014) to determine the visibility of
firms by mass media.

The regulatory group (REG) is pro-x-
ied by analyzing the strength of regulations
related to sustainability reporting in each
ASEAN-5 country as for year ended 2016.
This study adopts the 4-quadrant model for-
mulated by Waverman and Koutroumpis
(2011). There are two aspects that are con-
sidered in determining the strength of the
regulation: the sustainability reporting en-
forcement level and the presence of sustain-
ability reporting guidelines provided by the

stock exchange. The 4-quadrant model is
presented in Figure 1.

The five sample countries in this
study are placed according to the 4-quad-
rant model of regulatory stakeholder.
Countries in Zone 4 would obtain a score of
4, countries in Zone 3 would get a score of
3, and so on. Information on the sustain-
ability reporting regulations in each country
was obtained from the United Nations —
Sustainable  Stock  Exchange (SSE)
Initiative and study of Loh et al. (2016),
who conducted an analysis of sustainability
reporting in the ASEAN region. The
regulation summary and assessment are
presented in Table 2.

In addition to the variables, this study
also used two control variables: the size of
the firm (SIZE), proxied by the natural log-
arithm of total sales, and the firm’s profita-
bility (ROA), which is proxied by the return
on assets (Huang and Kung 2010). Both
control variables are included to obtain a
better research model.

We tested the research hypotheses by
estimating the following regression:

B,CRED; + BsMEDX; + BoAUD; +
B7REG; + &it
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Table 3
The Results of Quality of Sustainability Disclosure

Average Total Item Disclosed (By Country)

Dimension Type of Disclosure
Indonesia Malaysia Singapore Thailand Philippines

For General Disclosure (58 Items)

Not disclosed 29 28 30 21 29
Disclosed as narrative 23 24 22 30 23
Accuracy - —
(ACC) Disclosed as quantitative (non- 5 3 3 5 4
monetary)
Disclosed as monetary 1 2 2 2 2
Not disclosed 29 28 30 21 29

Disclosures that provide information
on stated aims/value

Substance Disclosures that cover how the
(SUB) company addresses a given issue by 23 24 22 30 23
describing the action/practice adopted

Disclosures that reflects actual
achievements by providing 6 5 6 7 6
guantitative measures

For Specific Disclosure (91 Items)

Performance data is not presented 75 80 83 62 82

Performance data is presented 11 9 7 17 7

Performance data is presented relative

to peers/rivals or industry 0 0 0 0 0
Performance data is presented relative
to previous periods (trend analysis) 1 1 0 5 1
Performance
Indicator (P1)  performance data is presented both in
! 0 0 0 1 0
absolute and normalized form
Performance data is presented relative 0 0 0 1 0

to target

Performance data is presented at
disaggregate level (i.e., plant, 2 1 1 4 1
business unit, geographic

Average Score of Quality of Sustainability Disclosure

Indonesia Malaysia Singapore Thailand Philippines
Quality of Sustainability
Disclosure (Total) 0.1403 0.1415 0.1272 0.1980 0.1378
General Aspect (GEN) 0.2920 0.2929 0.2815 0.3603 0.2884
Specific Aspect (SPEC) 0.0429 0.0433 0.0288 0.0946 0.0418
Economic (EC) 0.0382 0.0459 0.0240 0.0855 0.0264
Environment (EN) 0.0528 0.0496 0.0154 0.1207 0.0456
Labor Practice (LA) 0.0882 0.0968 0.0631 0.1572 0.0825
Human Right (HR) 0.0112 0.0143 0.0064 0.0437 0.0112
Society (SO) 0.0509 0.0557 0.0344 0.0815 0.0443

Product Responsbility (PR) 0.0150 0.0154 0.0105 0.0582 0.0121
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Graph 1

Sustainability Disclosure by Aspect

The research model refers to Huang
and Kung (2010), with several adjustments
to the stakeholders’ framework of Buysse
and Verbeke (2003) used in this study.

RESULTS AND ANALYSIS

The Scoring Result: Quality of Sustaina-
bility Disclosure in ASEAN-5 Countries

Before turning to the regression re-
sults to analyze the influence of stakeholder
groups, here is the scoring result which is
expected to reflect the quality of sustain-
ability disclosure in ASEAN-5 countries.
Table 3 presents the detail of sustainability
disclosure assessment con-ducted in this
study. As summarized in Table 3, there is a
similar trend among the ASEAN-5 coun-
tries. Based on the accuracy dimensions,
the majority of items are descriptively dis-
closed, given that disclosure in general as-
pects is dominated by qualitative infor-
mation, such as organizational profiles, cor-
porate strategy, stakeholder engagement,
and information related to corporate gov-
ernance practices. Meanwhile, based on the
substance dimension, the majority of items
are expressed by describing the ac-
tion/practice adopted by the company. A
small number of disclosures (5-7 items) are
disclosed in quantitative measure of sus-
tainability practice. However, many items
in the general aspect are not disclosed by
the company. These results indicate that the
level of disclosure in general aspects is still

quite low and needs to be improved because
this aspect consists of fundamental infor-
mation related to the company’s profile and
corporate governance practice. Meanwhile,
the disclosure of specific aspects is also
low. Of the total 91 items in specific as-
pects, there are 8-29 items disclosed by
companies. The disclosures were also
dominated by descriptive disclosure. A
small amount of disclosures is presented
with trend analysis and presented in
detailed level (break down per geographic
area, per division, etc).

Therefore, from the average score of
quality sustainability reporting we can see
that the aspect of labor practice has the
highest average quality score. Employment
issues have become one of the most fre-
quently-noticed issues in ASEAN. This at-
tention is also encouraged by the coopera-
tion between ASEAN and ILO (Interna-
tional Labour Organization) in disseminat-
ing issues related to labor practices in the
ASEAN region (ASEAN Service Employ-
ees Trade Union Council 2013). This result
also relates to the characteristics of the pri-
mary sector industry, where labor-related
issues and occupational safety regulations
have become the main issues in this sector.

Much attention has been devoted to
Thailand for having the highest average dis-
closure score in all aspects of sustainability,
followed by Malaysia and Indonesia.
Indeed, based on the review of
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Sustainability Disclosure by Countries
Table 4
Descriptive Statistics
Variabel Obs Mean Median Std. Dev. Min Max
QsD 224 0.145 0.121 0.070 0.066 0.421
SOD 224 0.389 0.352 0.220 0.016 0.999
EMPL 224 0.114 0.049 0.185 0 0.887
CONS 224 0.199 0.000 0.326 0 1.000
CRED 224 0.135 0.066 0.179 0 1.386
MEDX 224 40.612 16.000 65.106 0 289
REG 224 3.009 3.000 1.063 1.000 4.000
SIZE 224 19.040 19.021 1.932 9.336 24.855
ROA 224 -0.019 0.012 0.193 -1.213 1.343
Dummy
Variable Obs Mean Value 1 (n samples) Value 0 (n samples)
AUD 224 59.4% 133 91

QSD = quality of sustainability disclosure; SOD = shareholder diffusion rate; EMPL = labor intensity; CONS =
international consumer ratio; CRED = financial leverage ratio; MEDX = number of news items related to the
firm on Google News; AUD = dummy variable, value of 1 if the firm is audited by Big 4, 0 if by others; REG =
assessment of sustainability reporting in each country (1-4) ; SIZE = natural logarithm of total sales; ROA = Net

Income / Total Assets

sustainability/CSR reporting regulations in
each country, Thailand has strong regu-
lations related to CSR. This is evidenced by
a strong commitment from the Thai
government and stock exchange authorities
in Thailand that requires CSR reporting for
public listed companies and intensively
promoting and providing training to
corporate executives regarding sustain-
ability reporting guidelines such as the GRI
Guidelines (Sharma 2013; The Stock
Exchange of Thailand 2017). Graph 1 and
2 illustrate these findings.

Tables 4 and 5 show descriptive
statistics and the Pearson correlation of all

research variables. The data presented is the
final data with normalization from outliers,
by performing the winsorization technique.
The data that is normalized with winsori-
zation not more that 5% of the total sample.
Table 4 provides descriptive statis-
tical result for variables used in this study.
The sustainability disclosure quality of the
sample companies is quite low, indicated
by the low mean value of the QSD variable.
The low value of QSD standard deviation
means that the companies’ quality of
sustainability disclosure scores range near
to the QSD mean value. Meanwhile, the
mean value of the diffusion rate of share
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Tables

Pearson Correlation Matrix

QSD SOD EMPL  CONS

CRED MEDX AUD REG SIZE  ROA

QSD 1.00
SoD 0.07 1.00

EMPL | -008 0.6 1.00

CONS | 0.07 003  0.03 1.00

CRED 0.11* 0.02 -0.17** 0.01
MEDX 0.52**  0.07 -0.13*  0.10
AUD 0.28**  0.07 -0.01 0.13*
REG 0.14* -0.03 -0.10 -0.03
SIZE 0.56**  0.02 -0.28**  0.22**
ROA 0.11 -0.18** 0.08 0.08

1.00

0.24**  1.00
0.02 0.13* 1.00
0.11 -0.00 -0.07 1.00

0.41**  0.51**  0.29** 0.22** 1.00
-0.01 0.09 0.04 0.06 0.22** 1.00

QSD = quality of sustainability disclosure; SOD = shareholder diffusion rate; EMPL = labor intensity; CONS =
international consumer ratio; CRED = financial leverage ratio; MEDX = number of news items related to the
firm on Google News; AUD = dummy variable, value of 1 if the firm is audited by Big 4, 0 if by others; REG
= assessment of sustainability reporting in each country (1-4) ; SIZE = natural logarithm of total sales; ROA =

Net Income / Total Assets
**significant at a = 1% (two tailed test)
* significant ato. = 5% (two tailed test)

ownership (SOD) implies that on average,
the proportion of total public shares of the
total sample is 38.9%. The mean value of
the labor intensity (EMPL) means that the
average ratio of the employee's expenses
per unit of fixed assets is 0.114. The high
standard deviation value compared to the
average indicates that the variation of the
labor intensity ratio is quite high among the
entire sample.

From the mean value of international
consumer (CONS), it was found that the
export value made by the sample
companies is 19.9% of its total sales. The
creditor pressure variable (CRED) is pro-
xied with the company's financial leverage
rate. On average, the company has a long-
term debt ratio of 13.5% of its total assets.
The mean value of media exposure variable
(MEDX) implies that the average number
of news items related to the company is 41
times per year. The mean score of the
auditor variable (AUD) indicates that the
majority of the sample companies were
audited by the Big 4. As the result of the
global price declinine of oil-gas and mine
commodities in 2015 and early 2016
(Stocker et al. 2018), the return on assets
(ROA) variable has a negative mean value,

which means that on average the overall
sample suffered losses of 1.9% of its total
assets.

Based on the Pearson correlation
presented in Table 5, in general there is a
positive correlation between QSD and all
the independent variables, except for the
employee intensity variable (EMPL). There
are significant relationships between
several independent variables. This can be
seen in the interaction of firm size (SIZE)
with all other independent variables, except
for the shareholder ownership diffusion
(SOD) variables. However, SIZE has a
negative correlation with the level of
employee intensity (EMPL). This indicates
that large companies are capital-intensive
companies. In addition, there is also a
negative correlation of EMPL to the
creditor variable (CRED) and media
exposure (MEDX). This indicates that
companies with a high level of employee
intensity tend to have a lower level of
leverage and attracts less attention from the
media. The MEDX also has a positive
correlation with the auditor variable
(AUD), which indicates that high visibility
companies tend to be audited by the Big-4.
The CRED and MEDX also have a positive
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Table 6
Regression Results

Variable Prediction Coefficient t-statistics
SOD + 0.0077 0.44
EMPL + 0.0256 1.64*
CONS + -0.0161 -1.26
CRED + -0.0573 -3.07***
MEDX + 0.0004 3.46%**
AUD + 0.0184 2.72%**
REG + 0.0052 1.57*
SIZE + 0.0157 4 59***
ROA + -0.0065 -0.35
Constanta -0.1898 -3.17F**
N 224
R-squared 0.437

Prob (F-statistic) 0.000

QSD = quality of sustainability disclosure; SOD = shareholder diffusion rate; EMPL = labor
intensity; CONS = international consumer ratio; CRED = financial leverage ratio; MEDX =
number of news items related to the firm on Google News; AUD = dummy variable, value
of 1 if the firm is audited by the Big 4, 0 if by others; REG = assessment of sustainability
reporting in each country (1-4) ; SIZE = natural logarithm of total sales; ROA = Net Income

/ Total Assets

***significant at o = 1% (one tailed test)
**gignificant at a. = 5% (one tailed test)
* significant at o= 10% (one tailed test)

correlation that indicates companies with a
high ratio of long-term debt tend to get high
attention from the media.

Regression Results

Regression test results can be seen in
Table 6 below. Based on the classical
assumption test, there was a heterosce-
dasticity problem in the research model, but
it was solved by using the robust treatment
in the regression model. Therefore, it can be
concluded that the research model has
fulfilled the classical assumption test, both
normality, multicollinearity, and heterosce-
dasticity test.

Hypothesis 1 examines the influence
of internal primary stakeholder groups on
the quality of sustainability disclosures.
From the regression results, Hla (SOD) is
rejected. This result indicates that the
company perceives relatively little pressure
from shareholders in developing countries.

This indication is alleged due to the
situation of the international mining and
coal industries which are not yet fully stable
after massive price decline during 2015 and
early 2016 (World Bank 2017). This price
decline became one of the largest oil-price
shocks in modern history (Stocker et al.
2018), it was no wonder that it affected the
results, given that most of the samples
(49.5%) were oil & gas and mining
companies. Under these conditions, inve-
stors may be tempted to focus on the
company's financial performance to
stabilize the company's performance after
the decline. The H1lb (EMPL) can be
accepted at the level of significance of 10%.
The result shows that firms with a higher
level of employee intensity tend to perform
quality sustainability disclosure compared
to firms with lower level of employee
intensity (capital-intensive company). In
line with salience stakeholder theory and
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the results of previous studies (Huang and
Kung 2010; Fernandez-Feijoo et al. 2014),
the company discloses more sustainability
information as a manifestation of its res-
ponsibilities to employees, given that they
are one of the salient stakeholders for the
company. Thus, Hypothesis 1 is partially
accepted, but only for employee groups
(H1a).

Furthermore, Hypothesis 2 examines
the external primary stakeholder groups:
international consumers and creditors. The
result shows that H2a (CONS) is rejected.
Based on the review of the export activities
of the sample companies, only 36% of the
companies conducted export trading
activities. In addition, the majority of this
activity, with an average export value of
85.2%, isconducted only between ASEAN
countries and some countries in Asia, such
as China, Hongkong, Japan, or South
Korea. Only a few companies exported
their products to European and American
countries, which tend to have higher social
and environmental awareness than Asian
countries in the last 5 years (KPMG 2015).
A contrary result appears for H2b. There is
a significant negative impact of the creditor
group (CRED) on the quality of sustain-
ability disclosure. Although this result
contradicts some previous studies, it is in
line with Cormier and Magnan (2003),
which suggest that firms with a better
financial condition (indicated by low
leverage ratio) are encouraged to carry out
social and environmental disclosures
compared to firms with higher debt ratios.
Hence, hypothesis 2 is not accepted.

Results showed that the hypotheses
which examine the influence of primary
stakeholders are rejected, both for the inter-
nal and external primary groups, except for
H1lb. On the contrary, based on the
managerial branch of stakeholder theory
and the salience stakeholder theory, the
primary stakeholder - who have significant
influence to the continued viability and
success of the business (e.g. shareholder,
international consumer, creditor) — possess
prominent power and legitimacy to

influence the companies to meet their
expectations, including those related to
CSR. Putting aside some possible reasons
explained above, these findings show that
the primary stakeholders in the ASEAN
context do not seem to put pressure on
management  to perform quality
disclosures.

For the secondary stakeholder group
(Hypothesis 3), the result shows that media
exposure (MEDX) significantly impacts the
quality of sustainability dis-closure, thus
H3a is accepted. This result is in line with
the media agenda setting theory and a
number of previous studies (Zyglidopoulos
et al. 2012; Pollach 2014) who found that
firms with high media attention tend to
reveal more information about their CSR
activities. Through their power in shaping
public opinion, mass media can play an
important role in encouraging firms to
conduct extensive sustainability disclo-
sure. H3b (AUD) is also accepted. This
indicates that firms audited by the Big 4
tend to perform quality-sustainability
disclosures compared to firms audited by
Non-Big 4. Big-4 auditors tend to
encourage their clients to develop CSR
activities and ask them to disclose more
information in order to maintain their
reputation and avoid future litigation
opportunities (Huang and Kung 2010).
Thus, we can conclude that Hypothesis 3 is
fully acceptable.

Contrary to the result of primary
stakeholders, significant positive results
were obtained from the secondary stake-
holders. These results are quite interesting
since the secondary stakeholders can
influence companies to enhance their
sustainability disclosure instead of the
primary stakeholders. Explained by the
media agenda setting theory, this result
indicates that mass media can be the salient
stakeholder for the company regarding its
important role in shaping the firm's
reputation in society. Based on the
correlation analysis in Table 5, there are
interrelated positive correlations between
the media exposure (MEDX)), size of the
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company (SIZE), and auditor (AUD)
variables. In addition, there is a significant
positive effect of SIZE as a control variable
on the quality of sustainability disclosure.
This result indicates that large companies
tend to have high visibility and receive high
media attention. Since there are significant
positive correlations of MEDX, SIZE, and
AUD, it is possible that the H3b (AUD) is
accepted because the majority of com-
panies that are audited by the Big 4 are the
companies with high public visibility.
Therefore, the influence of secondary
stakeholder groups in this study is promi-
nently explained by the media agenda
setting theory.

The last hypothesis, H4 (REG) is
accepted at the 10% significance level.
However, the company's return on assets
does not affect the quality of sustainability
disclosure. In line with the salience stake-
holder theory, this finding (H4) reveals that
the regulator possesses power to encourage
companies to contrive quality sustainability
disclosures. The regulator plays its role as a
salient stakeholder who has the authority to
coerce companies to enhance their sustain-
ability reporting through mandatory and
supplementary rules and regulations. The
company certainly seeks to meet these rules
to fulfill its responsibility and to avoid
penalties that may be imposed by the
regulator. This instrument seems to be quite
effective in the context of ASEAN
countries, as exemplified by Thailand.
Looking back to the sustainability disclo-
sure scoring result presented in Table 3, the
regulatory instruments stipulated by the
Thai government have succeeded in
making the country achieve the highest
score among the ASEAN-5 countries.
Other than requiring CSR disclosure as a
part of a listing rule since 2014, the Thai
government also set up the Sustainability
Reporting Guidance and conducts training
for corporate executives. Hence, the
regulation set by the regulator groups can
be an effective way to intensify the
companies’ concern 0On sustainability
reporting.

From the result and analysis
discussed, we find that the managerial
branch of stakeholder theory and the
salience stakeholder theory is relevant in
explaining the sustainability reporting
practice in the ASEAN context, proven by
the existence of the limited number of
salient stakeholders (the employees, mass
media, auditor, and regulator) who have
significant influence to encourage com-
panies to conduct quality sustainability
disclosure. The companies’ rationale to
conduct sustainability reporting is also
explained by the media agenda setting
theory. This is evidenced by the positive
influence of media exposure on the quality
of sustainability disclosure.

CONCLUSION

This study was carried out to examine
the quality of sustainability disclosures and
investigates the influence of stakeholder
groups on the quality of sustainability
disclosure upon primary sector companies
among the ASEAN-5 countries. To
investigate the matter, this study divided
stakeholder groups into internal primary
stakeholders, external primary stake-
holders, secondary stakeholders, and
regulatory stakeholders. Through content
analysis methods under the GRI G4
guidelines and the scoring index developed
by Dong et al. (2014) and Vuontisjarvi
(2006), the assessment of sustainability
disclosures was conducted on 224 sample
companies in 2016.

Based on the results, it was revealed
that the quality of sustainability reporting
among the ASEAN-5 countries is still low
and needs to be improved. The employees
as internal primary stakeholders, mass
media and auditors as secondary stake-
holders, and regulators have significant
roles in encouraging companies to conduct
quality sustainability disclosure. There was
no significant pressure from the share-
holders and international consumers. This
study also figured out a negative influence
of the creditor group on the quality of
sustainability disclosure.
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This study may have important impli-
cations for the future development of con-
cepts and practices of sustainability
reporting. First, regarding theoretical im-
plication, the findings support the manage-
rial branch of stakeholder theory, the sali-
ence stakeholder theory, and media agenda
setting theory in explaining the motivation
of companies to conduct quality sustain-
ability disclosures. These results place the
employees, mass media, auditors, and
regulators as salient stakeholders who have
power to encourage companies to conduct
quality sustainability disclosure. The media
agenda setting theory also support this
study, evidenced by the results that com-
panies with high visibility and high media
attention tend to be active in social and
environmental activities as an effort to im-
prove their public image.

The second is about the practical im-
plications of this study. The role of stake-
holders in encouraging companies to en-
hance the quality of sustainability disclo-
sure is not only possessed by primary stake-
holders as the most influential stakeholder,
but can also be claimed by secondary and
regulatory stakeholders. Therefore, given
that the quality of sustainability disclosure
is still low, global awareness and public at-
tention to sustainability issues are highly re-
quired to encourage companies to pay more
attention to their sustainability business
practice.

Third, these findings also demon-
strate that regulations related to sustain-
ability reporting and corporate CSR activi-
ties play a major role in encouraging com-
panies to conduct quality disclosures.
Based on the result, countries with stronger
regulations of CSR reporting (such as
Thailand) have a higher average quality
score. The mandatory regulation is more ef-
fective if supported by sustainability repor-
ting guidelines and other facilities initiated
by related regulators, such as seminars and
training in the preparation of sustainability
reports for company executives, as well as
giving rewards to companies for their sus-
tainability performance. It seems that these

instruments can effectively build a strong
commitment from the top management re-
garding the sustainability issue of the com-
pany.

This study has several limitations.
First is the small number of samples within
this research, which only covers primary
sector companies in the ASEAN-5 coun-
tries. Each type of industry has unique char-
acteristics and a different emphasis on each
aspect of sustainability. Business character-
istic differences may cause varying results
regarding the quality of each aspect of sus-
tainability disclosures, depending on which
aspects are important to each industry. The
fact is that some stakeholder groups may be
influential for companies in the primary
sector, yet it may not necessarily affect the
service sector companies, and vice versa.
The single-year data used in this study may
also restrict the generalization of the re-
sults. Thus, it is therefore argued that fur-
ther efforts should be made in order to ex-
pand sample coverage by taking samples
from other industrial sectors or expanding
the observation year.

Secondly, most samples were oil-gas
and mining companies, where there was a
global price decline of oil-gas and mine
commodities in 2015. This may potentially
affect the results because the financial con-
ditions of these companies were not fully
stable in 2016. Further study may conduct
an event study to compare the quality of
sustainability disclosures between normal
and abnormal/crises periods to examine the
impact of macroeconomic factors on sus-
tainability disclosures.

By way of conclusion, we would like
to draw attention to the fact concerning the
nature of the content analysis method to as-
sess the quality of sustainability disclosure.
Although this study employs an extensive
disclosure index that might present a more
reliable score of quality of sustainability
disclosure rather than dichotomous scoring,
it cannot be denied that there is an oppor-
tunity for the subjectivity in carrying out
the assessment. However, this has been
minimized by designing a detailed and
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comprehensive rule to facilitate consistent
assessment and structured working papers
that require page references and a brief jus-
tification for each disclosure assessment.
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