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Abstract

The point of this study is to look into how much information about the Sustainable Development Goals (SDGs) that shows
how companies support global goals is included in their annual reports. It will also look into whether the type of company
and its ownership structure affect how much information about the SDGs is included in financial reports. This study also
tested whether SDG disclosures influence firm value. Analyzing companies listed on Indonesian stock exchanges will be the
method of conducting this research. This study uses secondary data in the form of disclosure information from annual
company reports. The data will be further analyzed using content analysis with a matrix referring to SDG reporting in annual
reports. The data were described using descriptive statistics and analyzed using Structural Equation Modelling (SEM) and
Path analysis. This research showed that company size and company age positively influence SDG disclosure. The higher
the ownership concentration in the company, the better the SDG disclosure, and the SDG disclosure positively influences
firm value. This research showed that the level of Sustainable Development Goals (SDGs) disclosure among Indonesian
companies is currently limited. This research also discovered that companies with greater complexity tend to provide more
comprehensive information about their SDG efforts. It is important to focus on improving SDG disclosure among newer
companies with lower ownership concentrations. Lastly, this research also indicates a connection between SDG reporting
and company value, but the impact of this connection is relatively minor.
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1. Introduction

Sustainability is a prevailing trend in contemporary private-sector business management. Investors and regulators have
notably shifted focus towards both financial and nonfinancial aspects [1]. A critical concern in accounting and financial
reporting pertains to disclosing Sustainable Development Goals (SDGs) within Financial Statements [2]. Adhering to
sustainable development requisites ranks high on the business community's agenda. The United Nations 2030 Agenda,
comprising 17 SDGs, presents fresh challenges as companies strive to align operations and strategies [3]. The SDGs
framework, encompassing 17 goals and 169 targets, revolves around people, planet, prosperity, peace, partnership, and nature
integration, which are essential for achieving this agenda [4]. SDG reporting, a novel practice for companies, yielded the
following findings across countries: (1) 62% of firms mentioned SDGs in their reports; (2) 37% selected priorities from
SDGs; (3) 79% prioritized Goal 13: Climate Action; and (4) 28% established quantitative targets linked to social impact [5].
The UN's 17 SDGs function as blueprints for realizing a more sustainable global future, addressing issues ranging from
poverty and hunger to climate change and justice [6].

Previous studies have shown that in various countries, including Indonesia, the urgency of the SDGs has not been
significantly felt [7]. The disclosure of SDGs in annual company reports is still minimal, and no specific standard requires
the disclosure of SDG aspects in annual reports in Indonesia. However, company characteristics and ownership structures
are believed to affect disclosure. This study considers company characteristics, such as size and age [8, 9]. Company size is
believed to impact disclosure because it reflects the complexity of the company; the more complex the company, the higher
the pressure to disclose information [10]. Company age is also believed to impact disclosure because it indicates the
experience and maturity of the company’s business processes, leading to better reporting infrastructure for non-financial
aspects [11]. The ownership structure focuses on ownership concentration. Various studies have shown that high ownership
concentration reduces the level of disclosure, but different studies have provided different evidence, making ownership
structure still worth investigating [12].

This research was conducted in Indonesia because it is one of the top 20 economies in the world and faces various
sustainability issues as well as economic, social, and governance disclosure issues [13]. This exploratory study aims to
analyze the extent of SDG disclosure in each company and whether factors influence SDG disclosure in financial reports.
Specifically, this study aims to determine whether firm size, firm age, and ownership dispersion affect the extent of SDG
disclosure in annual reports. This study also analyzes whether SDG disclosure in an annual report can influence investor
decision-making, which is firm value. This study explores whether companies that disclose SDGs more extensively are more
extensive. According to the theory of political costs, larger companies also incur higher political costs, and consequently,
they need to disclose more information to mitigate these costs [14]. This research also aims to determine whether older
companies can disclose more SDG-related items. Older companies generally have more activities than newly established
companies. Thus, their annual reports contained more narratives to convey [15].

Furthermore, in line with the corporate life cycle theory, publicly listed companies are typically in the mature stage,
resulting in greater disclosure compared to younger companies [16]. This research also investigates whether SDG disclosure
in companies is hindered if ownership concentration is centralized among only one owner. Owners who dominate a company
excessively tend to have the power to choose the information to be disclosed, mainly covering information that may harm
the company’s reputation [9, 11]. Investor demand is said to play a part in current Environment, Social, and Governance
(ESG) reporting, which includes SDG. However, a previous study found that ESG disclosure still has little to no effect on
firm value [17].

The article delves into the research gap concerning Sustainable Development Goals (SDGs) disclosure in Indonesian
companies. While the prominence of sustainability in private sector management has surged, SDGs' integration into financial
reporting remains a concern. The United Nations' 2030 Agenda and its 17 SDGs pose challenges to businesses aligning
strategies [3], yet SDG disclosure in company reports is limited. This study aims to fill this gap by investigating factors
influencing SDG disclosure, including firm size, age, and ownership structure. It also explores whether extensive SDG
disclosure impacts firm value. The research contemplates the impact of centralized ownership concentration on SDG
reporting and assesses the influence of ESG disclosure on firm value. This exploration contributes to the novel field of SDG-
based corporate reporting, especially in developing countries like Indonesia, providing insights into SDG disclosure patterns
and underlying company characteristics.

It is anticipated that this study will help shape corporate reporting procedures that are SDG-based. Corporate reporting
based on the SDGs is still a relatively new practice in developing nations like Indonesia. This study will examine the
characteristics of companies with weak or strong SDG disclosure and will give a preliminary assessment of the SDG
disclosure landscape in Indonesia. There are five sections to this study, the first of which discusses the motivation for and
problems with the research; the second of which reviews the literature and the conceptual framework; the third of which
describes the research method and design; the fourth of which presents and discusses the findings; and the fifth of which
offers theoretical and practical recommendations.

2. Literature Review
2.1. Sustainable Development Goals (SDG)

Sustainable Development Goals (SDGS) is a programme for sustainable development that was introduced by the United
Nations (UN). A nation must achieve the 17 SDG targets in order to create sustainability across a variety of domains [18].
Sustainability is important in many areas because it allows people to live wealthy lives in the future and ultimately raises
their standards of living. As accounting professions, accountants have a more direct impact on at least eight of the 17 SDG
categories. The eight areas are quality education, gender equality, decent work and economic growth, industry, innovation
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and infrastructure, responsible consumption and production, climate action, peace, justice, strong institutions, and
collaboration for the goals [2].

The company's implementation activities are summarized in the yearly Sustainable Development Goals report, which
also identifies areas for improvement and calls for additional action [19]. Transparency has quickly emerged as a new
corporate model. Target 12.6 is based on transparency and encourages businesses, particularly big, global ones, to adopt
sustainable practices and include sustainable data in their reporting cycles [2]. Through improved reporting, organizations
can better comprehend, convey, and manage their contributions to the Sustainable Development Goals.

Key elements for incorporating SDGs into corporate reporting include [20, 21].

1. Analyzing the goals and targets.

2. Integrating the Sustainable Development Goals into corporate reporting.

3. Mapping the Sustainable Development Goals with Global Reporting Initiative (GRI) Standards.

4. Focusing on addressing investors’ needs in business reporting on the Sustainable Development Goals.

Many organizations, including the Global Reporting Initiative (GRI) and the Value Reporting Foundation (VRF), have
incorporated the SDG framework into their sustainability reporting guidelines. Through the adoption of this framework,
companies can achieve the following objectives [22, 23]:

1. Play a part in attaining the Sustainable Development Goals by employing integrated thinking.

2. Utilize integrated reporting to convey their company's efforts towards the Sustainable Development Goals and

demonstrate how they address sustainable development risks and opportunities.

The Value Reporting Foundation (VRF) outlines various measures for incorporating Sustainable Development Goal
reporting into Integrated Reporting. These actions encompass the following steps [24, 25]:

Incorporating Sustainable Development Goals into the core thought process, strategy development, decision-
making, and reporting.

2. Fostering integrated thinking that acknowledges the risks and opportunities stemming from sustainable development

factors.

3. ldentifying solutions aligned with sustainable development and optimizing the creation of value across diverse

capital forms while safeguarding essential resources for global sustainable development.

4. Conveying the significance of sustainable development in relation to the organization's value creation and its

contributions to sustainable development outcomes.

5. Addressing the intricacies presented by challenges related to sustainable development.

6. Informing and challenging institutional practices, government frameworks, education, and business.

Additionally, steps to align Sustainable Development Goals with the value creation process encompass the following
measures [24, 26]:

Understanding the sustainable development issues pertinent to the organization's external context.
Identifying sustainable development issues that have an impact on value creation.

Formulating strategies to support the Sustainable Development Goals through the business model.
Cultivating integrated thinking, connectivity, and governance.

Preparing integrated reports.

arwnE

2.2. Company Size

Various studies that discuss the extent or quality of disclosure include company-characteristic variables [8]. It cannot be
denied that certain companies disclose more information in their financial reports, whereas others disclose less. Legitimacy
theory explains that companies with specific characteristics are more likely to survive, whereas others may struggle [27].
One criterion for a company’s ability to survive is its adaptability to stakeholders’ desires and expectations. The interests and
expectations of stakeholders also change with various economic and business developments, the natural environment,
sociopolitical factors, and culture [28].

A company reflects various business perspectives. Researchers often use company size to depict a company’s capabilities.
A large company has greater management responsibility [29]. Large companies generally have more significant resources
and capabilities to disclose information than small companies [10]. Large companies also tend to have a greater responsibility
to disclose information due to investors’ expectations of them [30].

The theory of political costs, which is part of positive accounting theory, states that large companies bear significant
political costs [31]. The political costs for large companies involve the scrutiny of their reputation and corporate image by
national and international stakeholders [32]. Even minor mistakes or shortcomings can lead to the downfall of large
companies. Large companies strive to reduce these political costs by disclosing more information [33]. Currently, SDGs have
gained the attention of national and international investors, making it crucial for companies to demonstrate their commitment
to them by explaining various actions taken to support the implementation of SDG activities [34].

2.3. Company Age

Company age is another characteristic frequently used as an indicator in research on information disclosure. Companies
are established for an indefinite period, assuming that they exist indefinitely [35]. Companies have goals related to
sustainability and provide value to stakeholders throughout their lifespans. According to the concept of value creation, the
longer a company exists, the more expected value creation occurs [36]. In this concept, value erosion, or stagnation, is also
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possible. However, in line with economic and business principles, value creation aligns with the vision and mission of a
company [37].

A company’s age reflects its business experience [29]. Companies that have been established for a long time generally
have various business processes, some of which may have evolved rapidly and require further explanation [38]. Older
companies typically have more experience and a greater number of investors. Experience and a more significant number of
investors lead to better disclosure than younger companies. This is because a more significant number of investors demand
more information because of the diverse origins of investors or users of a report [39].

The age of a company determines the extent of SDG disclosure in annual reports. Research has shown that a long
company lifespan proves that value creation has been successfully achieved [40]. In legitimacy theory, value creation is one
of the reasons a company presents to stakeholders as justification for its continued existence in the business environment
[41]. Therefore, companies with longer lifespans are more likely to communicate their value-creation processes to maintain
legitimacy [42].

2.4. Ownership Concentration

The company characteristic examined in this study is its ownership structure. Ownership by various owners generally
leads to different styles of ownership. Ownership can be viewed from various perspectives, including individual and
institutional [43]. Ownership can also be seen from domestic or foreign perspectives, as well as managerial or corporate
ownership perspectives [44]. Each type of ownership relates to two aspects: control and supervision. Each owner has their
own style, with some owners closely monitoring the company while others have a more hands-off approach [45].

The extent of majority shareholder ownership can affect ownership structure in addition to ownership type. Majority
shareholders can disproportionately benefit from expropriation if they design a profit-sharing system that transfers wealth to
minority shareholders [46]. Companies have diverse ownership structures. Companies with limited shareholder ownership
generally disclose only limited information. This is because demand for information is limited. If ownership is dispersed,
there is usually greater demand for diverse types of information, resulting in broader disclosure in companies with more
dispersed shareholder ownership [30].

Centralized ownership is likely to reduce the extent of information disclosure. Centralized ownership entails firm control
[47]. Noncontrolling shareholders in such positions do not have substantial protective rights, including the right to access
information. Centrally controlled shareholders also have low social responsibility, as fewer shareholders provide information
[48]. In several studies on fraud, the likelihood of fraud by owners is even higher in positions of centralized ownership [49].
The disclosed information is also likely to be selectively chosen and less transparent than the dispersed ownership. However,
one theory also states that centralized ownership can lead to more greenwashing practices by companies [50]. This is because
companies with centralized ownership have more freedom to create a positive image of their economic, social, and
environmental performance through disclosure in their annual reports [51].

2.5. Firm Value

The primary goal when establishing a company is to enhance its worth and promote its growth. The growth of a company
becomes evident when external entities appraise its assets and observe an increase in its stock market value [16]. A company's
value is the price investors would ideally be willing to pay if the company were to be sold. This value becomes apparent in
the form of stock prices. When stock prices rise, it signifies higher returns for investors, indicating an increased worth of the
company, aligning with its core objective of maximizing shareholder wealth [52].

Price-to-book value (PBV) serves as a metric for assessing a company. PBV quantifies how much the market values a
company's stock in relation to its book value. It's essentially a comparison between stock price and book value, revealing a
company's ability to generate value relative to the capital invested. Consequently, a higher PBV ratio suggests a more
successful creation of value for shareholders [53].

PBV is intimately linked to stock prices, with changes in stock prices influencing the PBV ratio. A higher PBV ratio is
indicative of elevated stock prices, reflecting a higher company value. Conversely, a lower PBV value corresponds to lower
stock prices, signifying a diminished company’s worth [54]. Consistently high stock prices are a positive sign for a company's
growth prospects. In essence, this ratio measures the value that the financial market places on the company's management
and organizational capabilities as a growing entity [16].

2.6. Theoretical Framework and Hypotheses Development

According to social contract theory, a company’s purpose is not only to contribute to shareholders in the form of profit
but also to provide benefits to society at large [55]. This concept was further developed by adding that companies should also
balance their efforts with the environment, which became known as triple bottom-line accounting and reporting, balancing
the company's economic, social, and environmental aspects [56]. Stakeholder and legitimacy theories provide a basis for
companies to report financial aspects to shareholders and non-financial aspects to a broader range of stakeholders [57].

In the past, corporate reporting was financially oriented and historical, providing information for accountability and
stewardship purposes [58]. Stakeholders’ current needs include historical, current, and future-oriented information [17]. The
desired information is integrative, covering all aspects of the company’s business, not just financial but also non-financial,
and not just performance-related, but also how the company manages its business, risks, opportunities, and creates value [10].

The formulation of reporting with SDG aspects differs for each company. Each company had different characteristics
and cultures [6]. Different company characteristics lead to varying levels of information disclosure. Extensive disclosure
provides better information for users to make better decisions. Reporting with SDG aspects can provide more integrative
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information about a company, covering various multidimensional aspects, thus providing a realistic picture of the company’s
value in the eyes of stakeholders [22].

Based on the above framework, the following hypotheses can be formulated:

Hi: Company size positively influences the extent of SDG disclosure in annual reports.

H>: Company age positively influences the extent of SDG disclosure in annual reports.

Hs: Ownership dispersion influences the extent of SDG disclosure in annual reports.

Ha: The extent of the SDG disclosure positively influences the firm value.

3. Methods

The research was carried out employing a quantitative explanatory method. In this context, the quantitative explanatory
approach doesn't just intend to depict the extent of SDG disclosure; it also seeks to investigate factors associated with SDG
disclosure, specifically company attributes and ownership distribution. The specifics of how the variables were defined and
measured in this study can be found in Table 1.

Table 1.
Variable operationalization.
Variable Indicators
Company size (X1) The natural logarithm (Ln) of the company's total assets
Government age (X2) Year of study: Year of establishment of the company
Ownership concentration (Xs) % of shares owned by controlling shareholders.
SDG disclosure (Y) SDG disclosure was determined by analyzing the annual report to see whether the

annual report disclosed or did not disclose the 17 SDG indicators. The complete
list of SDG indicators will be presented in Appendix 1. The following factors will
determine the disclosure index:

Total number of SDG item disclosure made
Total number of SDG items (17)

For the number of SDG items,

If the annual report discloses the information, it will give it a score of 1.

If the annual report did not disclose the information, it would give a score of 0
The maximum score of each annual report is, therefore, 17 items (100%)

Firm value (2) Price to book value

Price per share / Book value per share

Price per share used is a 5-day average share price since the date of issuing the
respective years' financial statements.

Book per share used the data provided in the annual financial statement.

The study's population encompasses 566 companies that are publicly listed on stock exchanges in Indonesia. Data will
be collected from all of these companies, utilizing a comprehensive sampling technique. Information will be gathered by
conducting a review of the literature using annual reports spanning from 2016 to 2018. These specific years were chosen
because the Sustainable Development Goals (SDGs) were introduced in 2015. The year 2015 was excluded from the study
since it represented an early phase of SDG implementation. Likewise, data from the years 2019 to the present were not
included due to the exceptional circumstances of the COVID-19 pandemic, which led to atypical data patterns, as nearly all
companies disclosed similar SDG-related impacts of COVID-19 on their SDG progress. The data analysis was conducted
quantitatively and involved the following statistical techniques:

1. Descriptive statistics, including measures like mean, standard deviation, maximum, and minimum, were used to
assess the central tendencies of the data. A more detailed descriptive analysis was performed to primarily depict the
characteristics of SDG disclosure. This included industry-specific descriptions based on the nine industry sectors
listed on the Indonesia Stock Exchange: (1) agriculture, (2) mining, (3) Miscellaneous Industries, (4) Basic
Industries, (5) infrastructure, (6) Consumer Goods, (7) financial, (8) property, and (9) Services and Trade. An
analysis of variance (ANOVA) was conducted to compare the levels of SDG disclosure between these industries.

2. A Structural Equation Model (SEM) path analysis was employed to test the research hypotheses. The testing process
encompassed five stages using the SEM model, as outlined in references [59, 60]. These stages included:

a. Model specifications: This phase involved constructing the initial structural equation model before
estimation. The initial model was developed based on existing theory and prior research. Figure 1 describes
the model:
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Figure 1.
Conceptual path model.

b. Identification of the model is related to the possible assessment of obtaining a unique value for each parameter in the
model and the possible simultaneous equations with no solution. The model is said to be overidentified because it has
three degrees of freedom (Criteria> 1).

c. Model estimation involves estimating a model to produce parameter values using one of the available estimation
methods. The weighted least-squares estimation model was used because the multivariate normality assumption was
not met [60].

d. Model testing is the evaluation of the model's compatibility with the data (goodness-of-fit test) and the testing of the
significance of the data against the research model. There were three tests: absolute, incremental, and parsimony fit
measures.

e. Model modification is a model re-specification based on the results of the compatibility of the previous stage model.

Previous research on SDG disclosure has generally focused on partial testing related to factors influencing SDG
disclosure and how SDG disclosure affects company value. The Structural Equation Model (SEM)-Path in this study provides
a comprehensive overview of the causal relationships between variables that have not been previously explored. This research
also covers the entire industry sector listed on the Indonesia Stock Exchange, whereas previous studies only examined specific
sectors. It is hoped that by including all sectors, the research will achieve greater generalizability.

4. Results and Discussions
4.1. Result
4.1.1. Descriptive Statistics

From the 566 companies that were part of the research population, only data from 435 companies could be retrieved.
One hundred thirty-one companies were inaccessible due to outliers, negative Price-to-Book Value (PBV) data, and
unavailable annual reports.

Table 2 presents the descriptive statistics for the 435 companies. Table 3 and 4 provide more detailed information on
company age and ownership concentration variables. A more detailed description of the variable Y is presented in the
following subsection. Based on the data available in this study, it can be observed that the size of companies varies
significantly, with a natural logarithm range of total assets equal to 17. This result indicates that companies listed on the
Indonesian stock exchange have diverse levels of complexity. The policies of the Indonesian stock exchange authority, which
have facilitated deregulation and ease of entry for companies in the Indonesian stock market, support this result [61].

Table 2.

Descriptive statistics.
Variable Mean Std. dev. Min. Max.
X1 19.367 1.845 8.470 25.220
X2 34.301 19.912 2.000 201.000
X3 0.524 0.212 0.070 1.000
Y 0.388 0.234 0.000 0.940
4 1.502 1.368 0.010 9.610
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Regarding the company’s value, the average PBV value obtained is 1.502, where a PBV value above 1.00 indicates high
attractiveness to investors. However, it should be noted that the standard deviation, which is close to the average, indicates a
relatively high dispersion of PBV among the companies. There are also companies with a PBV of 0.01 or close to zero.

The average age of the companies is 34 years. However, the distribution of company ages varies significantly, ranging
from 2 to 201 years. However, Table 3 shows that 80% of companies generally have relatively young ages, in the range of
their 40s. This result indicates that companies in Indonesia are still in the growth phase or are moving towards maturity.
Although the industries analyzed in this research are diverse, the overall life cycle of companies shows that those in the 30-
to-40-year age range still have good business potential for the long term, and they have successfully passed the introduction
phase [62].

Table 3.

Age of companies.
Age interval Frequency Percent Cumulative percent
2-23 359 27.510 27.510
24 - 45 697 53.410 80.920
46 — 67 211 16.169 97.088
68 — 89 14 1.073 98.161
90-111 12 0.920 99.080
112 -133 3 0.230 99.310
156 — 177 6 0.460 99.770
178 — 201 3 0.230 100.000

Regarding ownership concentration, Table 1 shows that the average ownership percentage of ultimate company owners
is 54%, indicating a majority ownership. Majority ownership indicates a high concentration of ownership. Table 4 also
indicates that very little ultimate shareholder ownership is below 20%. Many companies listed on the Indonesian stock
exchange are part of corporate groups where the parent company’s ownership of subsidiary companies is very high, ranging

from 80% to 100% [63].

Table 4.
Ultimate ownership percentage.

Ultimate ownership percentage Frequency Percent
< 20% 84 6.400
20% - 50% 508 39.000
>50% 713 54.600
Details for >50% ultimate ownership percentage

50 — 59% 241 18.500
60 — 69% 165 12.600
70 — 79% 145 11.100
80 — 89% 106 8.100
90 — 100% 56 4.300

4.1.2. ANOVA Test

The SDG disclosure variable indicates that the average extent of disclosure related to the (SDGs) is 38.88%. This result
means that out of approximately 17 SDG indicators, companies disclose only 7 to 8 items related to the SDGs. Based on the
data in Table 5, it can be observed that there are 11 disclosure items within the SDGs that are still below 50%. Even
components such as SDG 14 and 16 had values below 10%. SDG 3 has the highest disclosure percentage at 80%, and SDG
4 is second with a value of 63%. This finding suggests that social welfare themes—specifically, social well-being (SDG 3)
and education (SDG 4—dominate SDG disclosure in Indonesia, whereas environmental themes have not received as much
attention.

Table 5.

SDG component disclosure rate.
SDG component Average
1 57.760%
2 56.926%
3 80.777%
4 63.059%
5 16.050%
6 23.315%
7 33.761%
8 38.678%
9 46.176%
10 58.141%
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SDG component Average
11 14.456%
12 41.936%
13 47.459%
14 7.495%
15 33.455%
16 9.841%
17 22.937%

The overall descriptive statistics for SDG disclosure across industries demonstrate that the mining industry,
infrastructure, and consumer goods companies all have the highest levels of disclosure. The lowest level of disclosure was
observed in the agricultural sector. This result is surprising, as agricultural companies are generally extractive sector
companies with high exposure to ESG disclosure, similar to mining companies. However, this result seems to be a
consequence of the relatively low regulations governing the agricultural sector, where sustainability-based agricultural
practices were not widely implemented in Indonesia at the time of the research [64]. Meanwhile, ESG regulations in the
Indonesian mining sector were already well-developed at the time of the research [65]. The ANOVA results indicate a
significant difference in disclosure among industry sectors. Table 6 presents the results.

Table 6.

ANOVA test for SDG disclosure across industry.
Industry sector Mean Std. dev. Min. Max.
Agriculture 0.333 0.258 0.000 0.772
Mining 0.528 0.239 0.060 0.821
Misc. industries 0.384 0.229 0.000 0.883
Basic industries 0.383 0.154 0.000 0.591
Infrastructure 0.456 0.228 0.060 0.944
Consumer goods 0.426 0.211 0.000 0.944
Financial 0.364 0.245 0.000 0.944
Property 0.352 0.240 0.000 0.883
Service and trade 0.360 0.237 0.000 0.944
Welch’s Robust test for equality of means*
Statistics 6.682
Sig. 0.000**

Note:  *: ANOVA, test if there is an issue of normality in the samples.
**: Significant at a. = 5%.

4.1.3. Hypothesis Testing

Hypothesis testing was conducted using the SEM Path. The results of the multivariate normality assumption test
indicated that this assumption was not satisfied. Therefore, the estimation in this research used the weighted least squares
(WLYS) approach, which is suitable for large-sized observation units (more than 1,000 samples) and is robust against data
non-normality. The number of observation units in this research was 1,305, satisfying the assumption of using WLS [60].

1.900
X1
0.482
0.260
1.900 0.7‘12 1.0‘00
0.135
X2 v 0.065 7
0.110 0.056
1.000
\
X3
Figure 2.

Results in path diagram.

A research path diagram is provided in Figure 2, and an explanation of the path coefficients and hypothesis tests is
presented in Table 7. The hypothesis testing results through the t-test show t-values above 1.96, indicating the rejection of
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the null hypothesis (Ho); thus, hypotheses 1 to 4 are accepted. The determination coefficient (R-squared) for the X variables
to Y was reasonably good at 29%, but the determination coefficient for the Y variable to Z was close to 0%, although the
model was still statistically significant. This result indicates that SDG disclosure has a relatively weak impact on firm value.
The SEM model was deemed appropriate after performing absolute, incremental, and parsimony fit tests. Further details are
presented in Table 8.

Table 7.
SEM-path results.
Standardised Coefficient sign-in
Path coefficient coefficient score R? model hypothesis T-value | Conclusion
Pvx1 0.482 + 19.5 H1 accepted
Pyx2 0.135 0.291 + 6.57 H2 accepted
Pvxs 0.056 ? 2.04 H3 accepted
Pzy 0.065 0.001 + 2.21 H4 accepted
Table 8.
SEM goodness of fit test.
The goodness of fit test | Score | Good-fit criterion
Absolute fit measures
Chi-square 7.46 (P value=0.059) (P-value > 0.05)
Root mean square error of approximation (RMSEA) 0.034 <0.05
Goodness of fit index (GFI) 1 >0.90
Incremental fit measures
Adjusted goodness of fit index (AGFI) 0.999 >0.80
Tucker Lewis index (TLI) 0.961 >0.80
Comparative fit index (CFI) 0.999 >0.80
Relative fit index (RFI) 0.932 >0.80
Parsimonious fit measures
Akaike information criterion (AIC) 31.461 Positive and small
Consistent Akaike information criterion (AIC) 105.554 Positive and small
Critical N 1984.412 >200

4.2. Discussions

There are several interesting points to note based on the findings of this study. First, the study shows that companies'
disclosure of Sustainable Development Goals (SDGs) is still suboptimal. The highest level of SDG disclosure by companies
is related to the health and well-being of the community, as well as quality education, which are components of SDGs 3 and
4. These results indicate that the focus of SDG disclosure by companies is still on various activities demonstrating corporate
social responsibility in providing social assistance, health, and education to the community [66]. Such forms represent a form
of social responsibility activity far from the meaning of sustainability. These results imply that companies must still be
educated on social responsibility and sustainability [67]. Low levels of disclosure in areas such as life below water, peace,
and justice also indicate that many companies do not understand the types of corporate activities that support these two SDGs.
One reason for the low disclosure regarding SDG 14 is that not all industries are concerned about marine life because not all
business processes involve the maritime sector [55]. Although not all industries have a maritime concept, life below water
can also be related to the management of waste dumped into rivers or oceans and efforts to preserve the water sources used
by the company. The lack of disclosure of justice and peace is because many companies argue that these tasks are the
responsibility of government institutions [68].

Nevertheless, companies should be able to disclose SDG 16 components in terms of corruption-free and integrity-based
workforce management, consumer protection against hazardous products, and services to consumers in need of assistance
[69]. The results of the industry comparison also show that although the mining sector has the highest score, the average
score still reaches only 50%. All industries must know the importance of reporting the SDGs in their annual reports.

Second, larger companies will increase their disclosure of SDGs. This outcome is consistent with the company's literature
review. The size of companies listed on the stock exchange is not always homogeneous or classified as large. Startups, micro,
small, and medium-sized enterprises (MSMESs), and companies with negative financial performance are still listed on the
stock exchange [17]. These two types of companies are generally relatively small. MSMEs have a lower stakeholder base,
making it easier for them to legitimize actions taken based on environmental and social aspects [70]. Meanwhile, companies
with negative financial performance prioritize improving their financial performance before focusing on non-financial
performance, such as the SDGs [71]. Investors in developing countries, such as Indonesia, still focus largely on financial
performance, which motivates companies to focus more on reducing financial losses and pay less attention to SDG-related
disclosure [72].

Third, older companies will result in increased disclosure of SDGs. The theory presented in this literature review explains
why this can occur. Companies listed on Indonesia's stock exchange are generally established, and in 2017, the Financial
Services Authority introduced regulations on sustainable finance and the obligation to prepare sustainability reports [73].
However, young companies face difficulties in disclosing SDGs because (1) SDGs are still confusing to implement in new
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companies, and (2) SDGs require understanding and commitment to implementation [2, 74]. Companies in the introductory
stage will focus more on preparing financial reporting infrastructure before considering other reporting infrastructures [75].

Fourth, high ownership concentration increases SDG disclosure. This result contradicts the theory that high ownership
concentration can reduce SDG disclosure due to tendencies towards green washing and other information manipulation.
However, a study in Indonesia showed the opposite trend. Many companies in Indonesia belong to groups or conglomerates.
Indonesia has many multi-business companies, and even parents and subsidiaries may have very different businesses [76].
Group companies generally face challenges when consolidating parent and subsidiary SDG reports because of potential
differences in their industries [77]. However, as a consequence, many parents strive to explain all SDG aspects carried out
by the parent and subsidiary companies, resulting in high disclosure in consolidated annual reports [78].

Finally, SDG disclosure can increase a company’s value, although its impact is minimal. The implication is that this
study proves that SDG reports are used for decision-making. Regarding the low determination of Model 2, this can be
understood because the research period from 2016 to 2018 was the early phase of SDG introduction, and there were no
mandatory provisions related to SDGs in annual reports or sustainability reports [79]. In 2018, there was an improvement in
the total disclosure score; however, as mentioned earlier, the average disclosure rate was still around 30% to 40%. Many
Indonesian investors do not yet understand issues related to ESG or sustainability; therefore, this result implies the need for
financial literacy and reporting for investors, especially ESG and sustainability reporting [80]. In the future, investor decision-
making can also be based on the sustainability performance conveyed in sustainability reports [73].

5. Conclusion

This study yielded several interesting conclusions. The disclosure of Sustainable Development Goals (SDGs) by
companies in Indonesia remains low. Therefore, efforts are required to improve it. Various sustainability reporting
frameworks have integrated SDG-related information into sustainability reporting. Stock exchange authorities should
consider adopting and promoting these frameworks for listed companies. The research also found that more complex
companies are more likely to disclose SDG information. Efforts must be made to enhance the SDG disclosure of young
companies with low ownership concentrations. Currently, many universities have research centers or learning centers on
SDGs that can collaborate to develop matrices and SDG disclosure targets for companies and provide the necessary
understanding and infrastructure for SDG reporting [7].

The research also demonstrates that, although there is an influence between SDG reporting and company value, the
magnitude of this influence is still very weak. Massive education is required for investors and users of sustainability reports
regarding the benefits of sustainability reporting and SDG information. Many studies still indicate that the readers and users
of sustainability-related reports are professors and students rather than investors or direct stakeholders with companies [81].
This is something that companies must address. One reason for this is the lack of a single framework for SDG reporting
worldwide. This fact can be an impetus for standard-setting institutions to develop frameworks for recognizing, measuring,
and disclosing SDG information in financial or corporate reporting [22].

This study offers valuable insights, yet it is important to acknowledge its limitations. The focus on the Indonesian context
may restrict the generalizability of findings to other countries or regions with different socio-economic dynamics. This
research also doesn't delve into the specific challenges companies may face in implementing such disclosure practices, which
could be explored in further research. Further research can examine how SDG disclosure progresses in the years following
the implementation of the SDGs, particularly 2030. Subsequent research could also explore the relationship between SDG
information disclosure and SDG performance within companies. Additionally, future studies could consider using
governance or other variables that may influence the quality of SDG reporting in companies.
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Appendix 1.

SDG (Sustainable development goals) disclosure (Variable Y) matrix.

SDG Component name Definition
component
Any company activities provide infrastructure and financial assistance to
1 No poverty . L .
disadvantaged communities outside the company.
Any activities of the company that assist in the form of food and beverage facilities
2 No hunger (Short-term) or agricultural infrastructure and development related to agriculture to
communities outside the company.
Company activities that benefit both the external community and internal
employees, ensuring a healthy life (e.g., employee health programs, employee
Good health and : .
3 : insurance programs, employee health and safety programs, the establishment of
well-being o ! - L :
clinics and community healthcare facilities, and provision of free medical treatment
to the community).
Company activities that benefit both the external community and internal
4 Quality education employee_s, ensuring good educatlon an_d competency (e.g., m'gemal or gxternal
scholarship programs, educational contributions to the community, establishment
and activities of the company's educational foundation).
5 Gender equality Comp_any activities t_hat benefit both the external community and employees,
focusing on empowering women.
6 Clean water and Company activities are directed towards the external community that focuses on
sanitation providing clean water and adequate sanitation.
Company activities directed towards the external community or companies,
7 Affordable and clean | emphasising energy efficiency, using alternative energy, and strengthening
energy sustainable energy infrastructure (e.g., contributions/grants for renewable energy,
use of renewable energy within the company).
Company activities are directed towards the external community or other companies
Decent work and . . .
8 . that focus on creating a good working environment (for the company) and
economic growth . g - )
empowering small medium enterprises (SMEs) (for the external community).
. . Company activities directed towards the external community or other companies
Industry, innovation o S ) A
9 - related to the company's innovation in any field and public infrastructure
and infrastructure .
development for the external community.
Company activities are directed towards the external community to reduce
. . economic inequality between the wealthy and the poor through various forms of
10 Reduce inequalities . A . . : .
assistance or contributions, infrastructure support in any field, scholarships, or
services provided to the community.
. . Company activities directed towards the external community related to the
Sustainable cities and - . . .
11 development of the areas surrounding the company and associated with sustainable

communities

energy use by the company or the community.
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SDG

Component name Definition
component
Responsible A . - . .
12 consumption and Company activities oriented towards providing environmentally friendly and

oroduction sustainable products and services.

Company activities both internally and in the community aimed at preventing
13 Climate action environmental damage (e.g., use of environmentally friendly products, tree planting
or environmental restoration corporate social responsibility (CSR) programs).

Company activities in the external community aimed at preserving marine

14 Life below water ecosystems (Corporate social responsibility (CSR) programs in marine ecosystems).
Company activities in the external community aimed at preserving terrestrial
15 Life on land ecosystems (Corporate social responsibility (CSR) programs in terrestrial
ecosystems).
16 Peace, justice, and Company activities internally related to combating corruption, enforcing
strong institutions governance within the company, and advocating law enforcement in society.

Company activities related to partnerships /collaborations with social community
organisations focused on sustainability (e.g., Corporate social responsibility (CSR)
activities with national or international non-governmental organizations (NGOs)).

Partnerships for the

17
goals
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