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ABSTRACT : Sustainability reports and environmental performance ratings of companies in Indonesia 

continue to increase every year. This increase shows the company's awareness of its responsibility to 

stakeholders. The mining sector has the highest risk of environmental damage causing companies to lose social 

legitimacy and incur environmental repair costs that affect profitability. The company will not survive for a long 

time and trigger high natural resource exploration if they are careless about the negative impact of business 

activities, especially in the mining sector. The goal is to assess the influence of sustainability reports and 

environmental performance on profitability in mining companies listed on the Indonesia Stock Exchange (IDX) 

for the 2014-2020 period. The research type is quantitative research with secondary data from sustainability 

reports and annual reports. The research sample consisted of 5 mining companies selected by the purposive 

sampling method. The techniques of data analysis are explanatory research, multiple linear regression, 

partially and simultaneously hypothesis testing with IBM SPSS 26. The results indicate that sustainability 

reports and environmental performance partially have no effect on profitability, but sustainability reports and 

environmental performance simultaneously affect profitability. 
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I. INTRODUCTION 

 

The current global market triggers a higher level of business competition. Thus, companies are required to 

determine the right strategy to win the competition (Wijayanti, 2020[1]). Increasing the competitiveness of 

companies can increase the level of company profitability (Doktoralina et al., 2018[2]).The main goal of the 

business for maximum profit makes the company careless about the negative impact of business activities. The 

company will not survive for a long time and trigger high natural resource exploration, especially in the mining 

sector(Latifah, 2021[3]). Therefore, companies are required to not only focus on short-term goals to gain profits 

but also should be paying attention to the level of community welfare and environmental management that could 

increase profitability (Rusmaningsih & Setiadi, 2021[4]). 

Sustainability report disclosure is an integrated reporting of compliance and corporate responsibility on the 

principle of comprehensive disclosure from financial and non-financial aspects (Kozlowski et al., 2015[5]). 

Companies could gain stakeholder trust and legitimacy from sustainability report disclosure in supporting 

sustainable development (Supadi & Sudana, 2018[6]). Sustainability reports become evidence that the company 

complies with existing regulations so that it could increase company profits(Fatchan, 2016[7]). Previous 

research by (Ramdhani, 2019[8])shows that sustainability report disclosure has a positive effect on company 

profitability. Seen from three aspects of the sustainability report simultaneously affect ROA (Eliyana & Subakir, 

2020[9]).  Meanwhile, (Kusuma, 2020[10]) research shows the opposite. 

The regulations require companies to publish sustainability reports from voluntary to mandatory. There are 

still many companies that have not published sustainability reports because there are no strict penalties and 
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further rules regarding disclosure in every sector (Sinaga & Teddyani, 2020[11]). The Indonesia Stock 

Exchange (IDX) revealed that as ofApril2019, only 110 sustainability reports were released from a total of 629 

listed companies. Companies do not consider disclosure as a business strategy but as an additional cost are not 

always transparent in their business activities, including the exploitation of natural resources (Adhipradana & 

Daljono, 2014[12]). 

The establishment of a company causes negative impacts by increasing pollution and environmental 

damage. Abundant natural resources make the mining industry take advantage of it as a source of income which 

causes various environmental problems. The mining sector has the highest risk of environmental damage 

causing companies to lose social legitimacy and incur environmental repair costs that affect profitability (Supadi 

& Sudana, 2018[6]. The Ministry of Environment protects the environment by monitoring companies in 

exploring natural resources through theProgram Penilaian Peringkat Kinerja Perusahaan (PROPER). PROPER 

is an environmental monitoring effort by looks at the color rating obtained as an indicator of environmental 

performance (Haholongan et al., 2016 [13]). 

Increasing environmental performance is inseparable from the costs incurred. These costs are no longer 

considered a company expense, but as a long-term investment that will increase profitability (Kusumaningtias, 

2013[14]). Other researchers, (Nuryaningrum & Andhaniwati, 2021[15]), showing that good environmental 

performance increases profitability. However, (Ningtyas & Triyanto, 2019[16])stated that profitability is not 

affected by environmental performance. Based on the phenomena that have been stated above along with the 

results of several previous studies which showed mixed and inconsistent results. Therefore, further research will 

be conducted on the influence of sustainability report disclosure and environmental performance on 

profitability. 

 

II. LITERATURE REVIEW 

 

Stakeholder theory is a company orientation pattern that shifts from being oriented towards financial factors 

to being oriented toward stakeholders. There will be protests if companies ignore stakeholders which cause 

losing stakeholders’ legitimacy (Haisir, 2017 [17]). Stakeholder discussions with companies are carried out with 

social and environmental disclosures through sustainability reports. Sustainability reports are expected to be 

able to meet the information needs needed by stakeholders (Swat et al., 2015 [18]). 

Legitimacy theory provides benefits in analyzing organizational behavior and provides boundaries to 

organizations regarding social norms and values in paying attention to the environment (Yunitasari, 2017 [19]). 

Companies tend to legitimize their activities in the eyes of the community by using environmental performance 

and environmental information.(Ghozali & Chariri, 2007 [20]). 

2.1 The Influence of Sustainability Reports on Profitability 

Sustainability is the result of today's society that supports the next generations by at least having natural 

resourcesin the same amount as the current generation (Solow, 1991 [21]). Sustainability in the company is 

reported in the sustainability report. The report that is disclosed by the company contains not only financial 

performance information but alsonon-financial information called a sustainability report. Non-financial 

information consists of social and environmental information that shows companies’ support for sustainable 

development (Elkington, 1997 [22]). Companies are required to not focus only on short-term goals for profits, 

they also have to pay attention to the level of community welfare and environmental management. This shows 

through sustainability reports which can increase profitability (Rusmaningsih & Setiadi, 2021 [4]). The 

sustainability report is evidence that the company complies with existing regulations so that it can increase 

company profits (Fatchan, 2016 [7]). Profitability is influenced by sustainability reports where the more 

disclosure items, the higher the company's profitability (Widati, 2016 [23]). Sustainability reports are measured 

through the sustainability report disclosure index (SRDI). The GRI-G4 publishes that there are a total of 91 

indicators for the disclosure of sustainability reports. The SRDI calculated with a dummy variable, in which the 
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item is disclosed gives a score of 1 and a score of 0if it is not disclosed. The total score will be calculated by the 

following formula: 

SRDI =
Number of items disclosed

Number of items expected
 

 

H1: Sustainability report disclosure affects profitability. 

2.2 The Influence of Environmental Performance on Profitability 

Company’s concern for the environment that integrated into voluntary operations for environment and their 

interactions with stakeholders that exceeds company’s responsibilities in the legal field called environmental 

performance. Environmental problems that arise from the company's operating activities are in the form of 

environmental destruction that must carry out public accountability for the environment (Haholongan, 2016 

[13]). The mining sector has the highest risk of environmental damage causing companies to lose social 

legitimacy and incur environmental repair costs that affect profitability (Supadi & Sudana, 2018 [6]). Increasing 

environmental performance is inseparable from the costs incurred. These costs are no longer considered a 

company expense, but as long-term investments that will increase profitability (Kusumaningtias, 2013 

[14]).This is measured by the rating of Program Penilaian Peringkat Kinerja Perusahaan (PROPER) which is 

reflected by color in the annual report. The assessment uses the following scores: Gold (score 5), Green (score 

4), Blue (score 3), Red (score 2), and Black (score 1). 

H2: Environmental performance affects profitability. 

2.3 The Influence of Sustainability Reports and Environmental Performance on Profitability 

Profitability is net profit that could be obtained by the company from its operational activities. This is used 

to measure a company’s efficiency in managing operational activities and utilizing their assets (Ross et al., 2015 

[24]). In order to expand business, companies used profit to attract investors to invest their funds, otherwise a 

low profitability will cause them to withdraw the funds (Ardiana & Chabachib, 2018 [25]). Sustainability report 

is expected to provide tangible evidence that activities carried out by the company pays attention to social and 

environmental issues. This will increase stakeholder trust which can impact on increasing investment so that in 

the end it will increase profits (Karyawati et al., 2017 [26]).Also, reporting on company activities related to 

environmental performance can increase a positive image to stakeholders so as to improve financial 

performance as reflected by increasing profitability (Sahputra et al., 2014 [27]). Profitability is measured using 

Return on Assets (ROA)as a reference for investors in assessing the performance of a company. This will 

ultimately influence investors for decisions to buy or sell their shares. ROA will be calculated by the following 

formula: 

ROA = 
𝑁𝑒𝑡𝑃𝑟𝑜𝑓𝑖𝑡𝐴𝑓𝑡𝑒𝑟𝑇𝑎𝑥

𝑇𝑜𝑡𝑎𝑙𝐴𝑠𝑠𝑒𝑡𝑠
 x 100% 

H3: Sustainability report disclosure and environmental performance affects profitability. 

 

Fig. 1: Research paradigm 
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III. METHODOLOGY 

This research is a study that uses quantitative research methods and causal associative research. The 

research was conducted to examine the influence of the sustainability reports and environmental performance on 

profitability in mining companies listed on the Indonesia Stock Exchange (IDX) for the 2014 - 2020 period. 

There are two independent variables, namely sustainability reports and environmental performance. The 

dependent variable is profitability. The data used is a documentary data type. The techniques of data collection 

were carried out with documentation techniques. Source of data used is secondary data, namely the 

sustainability report of each company for 2014 - 2019, and the annual report for 2015 - 2020 which were 

obtained by accessing the IDX website and the company’s website. The total populations are 42 mining 

companies. The sample was chosen by purposive sampling method with the indicator of companies in the 

mining sector listed on the IDX that present sustainability reports for 2014 - 2019 and annual reports for 2015- 

2020. Based on these criteria, 5 companies are sampled in this study. The data analysis techniques are 

explanatory research, multiple linear regression, partially and simultaneously hypothesis testing with IBM SPSS 

26. 

IV. RESULT AND DISCUSSION 

The research data fulfilled all the data normality tests and the classical assumption test. Hypothesis testing 

with the t-test (partially), F-test (simultaneously), and coefficient of determination test. The tests result are 

shown in the table below. 

Table 1 t-Test Result 

 

Source : Primary Data Processed, 2022 

The hypothesis was tested partially using the t-test by looking at the results of the t-value results in the 

table above. The t-count is 1.333 and the t-table is 2.052 with a df of 27 (n-k), and has a significance value of 

0.194. Therefore, the t-count < t-table (1.333 < 2.052) and the Sig. (0.194 > 0.05). This shows that the results of 

hypothesis testing H1 were rejected. In conclusion, sustainability report disclosure did not affect profitability. 

In the second regression model, the t-count is 1.852 and the t-table is 2.052 with a df of 27 (n-k), and 

has a significance value of 0.075. Therefore, the t-count < t-table (1.852 < 2.052) and the Sig. (0.075 > 

0.05).This shows that the results of hypothesis testing H2 were rejected. In conclusion, environmental 

performance did not affect profitability. 

Table 2 F-Test Result 

 

Source : Primary Data Processed, 2022 
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The hypothesis tested simultaneously using the F-test can be done by looking at the F value results in 

the table above. The F-count is 4.084 and the F-table is 2.93 and the significance value is 0.028.Therefore, F-

count > F-table (4.084 > 2.93) and the Sig. (0.028 < 0.05). This shows that the results of hypothesis testing H3 

were accepted. In conclusion, sustainability report disclosure and environmental performance affect 

profitability. 

Table 3 Coefficient of Determination Test Result 

 

Source : Primary Data Processed, 2022 

Table 3 shows the results of the coefficient of determination test to see how independent variables are 

explained by dependent variables. The adjusted R2 shows a result of 0.175. This means that the company's 

profitability can be explained by the variable sustainability report disclosure and environmental performance of 

17.5%, while the remaining 82.5% is explained by other variables. 

4.1 The Influence of Sustainability Reports on Profitability 

Sustainability reports did not affect profitability which supports the research conducted by (Muallifin, 2016 

[28])because ROA is influenced by an increase or decrease in profit after tax from sales. Meanwhile, the 

sustainability reports do not always have an impact on sales increase because the sustainability report cannot 

affect the level of stakeholder decisions related to sales activities such as consumers. Another supporting 

research conducted by (Wibowo & Faradiza, 2014 [29])because the influence can be obtained only if the 

business model and strategic decisions of a company are integrated with sustainability practices. Sustainability 

report assessment mostly only assesses environmental aspects. It has not linked the environment to operating 

activities which in the end does not affect the decisions of stakeholders, especially those related to operating 

activities such as consumers, creditors, and investors. 

There are only 5 companies that disclose sustainability reports out of a total of 42 mining companies listed 

on the Indonesia Stock Exchange in 2014-2020 although the disclosure of sustainability reports has shifted from 

voluntary to mandatory which is regulated in the No.51/ POJK.03/2017 which requires the Financial Services 

Institutions, Issuers, and Public Companies to disclose a sustainability report. However, there are no strict 

sanctions and further regulations regarding this disclosure so only a few companies disclose sustainability 

reports. Sustainability reports tend to only present reports on positive disclosures on company operations. This 

means that the disclosure of information by the company is not fully transparent in its business activities, 

including the exploitation of natural resources. The report tends to focus on only a few aspects of disclosure so 

that disclosure is only to gain legitimacy and not as a continuous improvement. This can be seen from mining 

companies that have not consistently presented each item of the sustainability report disclosure in each reporting 

period. (Nugroho & Arjowo, 2014 [30])research shows the opposite. This is because the purpose of using the 

corporate sustainability reporting framework is to communicate management performance by providing positive 

information about the company’s economic, environmental, labor, product, and other social issues in achieving 

the company's long-term benefits to its stakeholders that can increase profitability and competitive advantage. 

4.2 The Influence of Environmental Performance on Profitability 

Environmental performance did not affect profitability which supports the research conducted 

by(Twindita, 2017 [31])because information on the achievement of environmental performance results reflected 

in the PROPER rating of the annual report has not been responded well by investors and is not good news that 

can increase profitability. Other supporting research conducted by (Setyaningsih & Asyik, 2016 [32])because of 



International Journal of Arts and Social Science                                         www.ijassjournal.com 
ISSN: 2581-7922 

Volume 5 Issue 7, July 2022. 

Putri Vira Salsabila Page 181 

 

the habits of investors who pay less attention to what the company is doing to its environment and only pay 

attention to whether the company's condition is profitable or not in investing. 

PROPER as a measurement tool for environmental performance tends to be consistent for each period. 

Meanwhile, the profitability of mining companies as seen from the Return on Assets fluctuated either increasing 

or decreasing and even reached a negative value. This shows that the PROPER rating tends to be easy to 

maintain. The PROPER assessment aspect refers more to compliance with regulations regarding control of 

water, air, and sea pollution, B3 waste management, and AMDAL. The compliance aspect assessed by the 

PROPER committee includes environmental permits, supervision permits, and the provision of environmental 

data from companies. The assessment does not directly touch on the interests of the community on the results of 

the environmental performance. This means that the benefits cannot be directly felt by the community. 

Therefore, the company is not able to create a positive reciprocal relationship with the community. In addition, 

the lack of intensity of publication of the PROPER rating so that public enthusiasm for companies that have 

carried out environmental management and conservation is still very limited. Research by (Fauziyyah, 2019 

[33])shows the opposite. This is because the image of a company will be better in the eyes of stakeholders when 

they incur costs that are related to environmental aspects. 

4.3 The Influence of Sustainability Reports and Environmental Performance on Profitability 

Sustainability reports and environmental performance affects profitability that supports the research 

conducted by(Ningtyas & Triyanto, 2019 [16])because the company shows a match between the existence of the 

company and the existence of the value system in society and the environment so that the entity can be accepted 

by the community. Another supporting research conducted by(Tahu, 2019 [34])because environmental 

performance and environmental disclosure as one of the dimensions of sustainability reports are the company's 

strategy to achieve its goal of providing a good image to stakeholders and management who provide information 

to reduce information asymmetry. 

Sustainability reports published by the company to provide information on the economic, social, and 

environmental impacts caused by the company's operations as a responsibility to stakeholders. This disclosure 

shows that the company participates in realizing sustainable development goals. It can also be supported by 

companies that take part in environmental conservation efforts through environmental performance. The 

company's attention to its operations is integrated with voluntary environmental management so that it can 

attract the attention of stakeholders. Companies that disclose sustainability reports accompanied by the 

acquisition of good environmental performance in each period can increase the confidence of stakeholders to 

trust the company. This is because the company has made efforts to support sustainable development so that 

going concern is guaranteed. Research by (Wibisono, 2011 [35])shows the opposite because the market does not 

see what the company says about the environment, but the market only sees the return that the company 

generates every year. 

V. CONCLUSION 

Sustainability reports and environmental performance partially have no effect on profitability. The reports 

focus only on a few aspects so that the legitimacy is only to gain legitimacy and is not intended as an effort only 

to be sustainable. PROPER rating tends to be easy to maintain and the lack of publication intensity so that 

public enthusiasm is still very limited. Sustainability reports and environmental performance simultaneously 

have an effect on profitability. The companies have shown that they are participating in realizing sustainable 

development goals so that going concern is guaranteed. The research's limitations are only focused on the 

mining companies listed on Indonesia Stock Exchange. The suggestion for further research is to examine studies 

in other industrial sectors so that the results can be generalized to all sectors. The indicators for sustainability 

reports can be measured by the Sector Standard Project for Mining created by the Global Reporting Initiative so 

that research results can be described in more detail. 
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