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Factors Affecting Environmental Disclosure In Textile And Garment Companies

Abstract. Environmental problems are now important concerns for the investors and government. In the case of textile
and garment companies, many have not fully paid attention to the surrounding environment. This research was conducted to
analyze the effect of media coverage and the board of commissioners on environmental disclosure in 14 textile and garment
companies listed on the Indonesia Stock Exchange (IDX) in 2015-2018. The study acquired data through library study methods and
documentation. The data were analyzed using panel data regression, and the documentation was examined by the eviews program.
The results of the study were expected to be a reference material for further research that related to environmental disclosure.

Purpose. The purpose of the article is to analyze the influence of media and the board of commissioners' coverage on
environmental disclosure in textile and garment companies listed on the Indonesia Stock Exchange (BEI) in 2015-2018.

Result. The results of the study stated that (1) the media coverage influenced the environmental disclosure, (2) the size
of the board of commissioners provided an influence on the environmental disclosure, (3) the educational background of the board
of commissioners influenced the environmental disclosure and (4) the proportion of independent commissioners gave no effect on
the environmental disclosure.

Conclusion. The results of this study indicate that the average value of environmental disclosure of textile and garment
companies in Indonesia is still very low (19%). Companies must disclose environmental disclosure information to minimize
information asymmetry in the annual report. Furthermore, an improvement in media coverage and both the size and the
educational background of the board of commissioners will increase the environmental disclosure. On the other hand, no
significant influence occurs from the proportion of board commissioners to the growth of environmental disclosure.

Keywords: environmental disclosure; media coverage; commissioner board size; the proportion of independent
commissioner board and the educational background of the commissioner board.

YAK 332.1
Anrrepaini Ena, acriipanT, dakysnbreT ekoHoMiky, YHiBepcuTeT U puBimkas, [lanem6anr, [ngoHesis

Bax'oai TeptiapTo, [OKTOp €KOHOMIYHHUX HayK, BUKJIaJad ¢aky/JAbTeTy €eKOHOMikM, YHiBepcHUTeT
llpusigxas, [lanem6aHr, IHg0He3is

IOcHaiHi, 710KTOp eKOHOMIYHHX HayK, BUKJaZa4 GakyJbTeTy eKOHOMikH, YHiBepcuteT IlpuBimkas,
[TanembaHr, IHgOHE3ia

®dakTopH BIUIUBY Ha pO3KpUTTA iHdopManii npo HAaBKOJIUIIHE cepe0BUIIE B
TEeKCTHJIBHUX TA IIBEWHNX KOMIAHIiAX

AHomayisa. ExosaoziuHi hpo6ieMu HA Cb0200HI € 8axcAUBUMU 015 iHBecmopie ma ypsdy. binswicmb mekcmuabHUXx ma
weeliHuUX KOMNauill HedocmMamHbvO 386epMAaArmMsb y8azy Ha HABKOJAUWHE cepedoguwye. Lle docaidxiceHHs 6Y.10 nposedeHOo 3 MemoK
aHanaizy enausy suceimsaenHsi 8 3MI ma padu komimemie Ha poskpumms iHgopmayii npo HaskoauwHe cepedosuwe y
14 mekcmu/bHUX Ma weeliHUX KOMNAHIsX, Wo komupysaaucs Ha IHdoHe3ilicbkili porndosili Gipaci (IDX) y 2015-2018 pokax. Jani
04151 docaidxceHHs1 6yAU ompuMali 3a80sku 6ibaiomevyHUM mMemodam ma doKymMeHmayii ma npoaHanizo8aHo 3a d0NOMO20H0
pezpecii daHux naHesai 3adau, a dokymeHmayito sugueHo 3a donomozor Eviews program. Ouikysasioce, wjo pe3ysbmamu
docnidxceHHs1 cmaHymb dogidkosum mamepianom 0451 nodaabwux docaiddiceHb, No8’s13aHuX i3 poskpummsm iHgopmayii npo
HA8KO/IUWHE cepedosuuye.

Memor cmammi € aHaniz enausy 3acobis macogoi iHgopmayii ma sucgimaeHHus padu komimemie Ha po3Kpummsi
iHpopmayii npo HaskoauWHE cepedoguuje 8 MEKCMUAbHUX Ma WeelHUX KOMNAaHisx, wo komupysaaucsi Ha [HOoHe3iticbKill
¢onaositl 6ipaci y 2015-2018 pokax.

CrarTda Hajiima Ao pegakuii: 05.05.2020
Received: 05 May 2020

13


mailto:tertiarto_wahyudi@unsri.ac.id

EarekTpoHHE HaykKoBe (paxoBe BUAAHHS 3 eKOHOMIYHHX HayK «Modern Economics», No21 (2020), 13-18
https://modecon.mnau.edu.ua | ISSN 2521-6392

Pezysemamu docaidxceHHs1 cgiduame, wo: suceim/eHHs 3acobie macosoi iHpopmayii enauHys10 Ha po3kpumms
iHpopmayii npo HaskoauwHE cepedosuwe; po3mip padu Komimemie mMas enaue Ha po3Kkpummsi iHopmayii npo HABKOAUWHE
cepedoguuje; 0c8IMaA yno8Ho8aANceHUx padu Komimemis enjauHy/1d Ha po3kpummsl iHpopmayii npo HaBKoAUWHE cepedoguuje ma
Uacmka He3a/1eHCHUX YNOBHOBANCEHUX He 8N/IUHY.1A HA pO3Kpummsl 3a3Ha4eHoi iHgpopmayii.

Pezynomamu docaidxceHHs1 daroms 3mMo02y 3pobumu 8UCHOBOK, W0 cepedHsl YiHHicmb po3kpumms iHgopmayii npo
HABKOJUWHE cepedoguuje MeKCMuAbHUMU ma WeelHUMU KoMmnaHiamu e IHdoHesii ece we € dyice Husbkoio (19 eidcomkis).
Komnahii nosunHi poskpusamu 8idnogioHy iHgpopmayito npo HaskoauwHe cepedosuuye, Wob MiHIMizysamu HecumMempuyHicmo
iHopmayii'y piunomy 3eimi. Kpim mozo, nosninwerHs pigHs sucgimaenus y 3MI, a makodc yucenbHocmi ma pigHs oceimu padu
YnogHogaxceHux Komimemis nideuwjums nosHomy po3kpumms iHgopmayii npo HaskoauwHe cepedosuuje. 3 iHWO020 6OKY,
gidcymHiii cymmesuil 8naue 4acmku He3a1e3HCHUX YNOBHOBANMCEHUX NPABAIHHS HA 3pOCMAHHS PiIBHSI NOBHOMU pO3KpUMms makoi

iHgopmayii.

Kawouoei cnoea: poskpumms ingpopmayii npo HaskoauwHe cepedoguuye; sUCBIMIEHHS 8 3ac06ax Macoeoi iHpopmayii;
po3mip padu Komimemis; HacmKa He3a/1exXCHUX YNOBHOBANCEHUX MA Pi6eHb 0c8imu KOMICIL.

Formulation of the problem. Current environmental
problems became a very important concern for investors
and the government because of the lack of attention and
concern of the company towards external economic
interests and the interests of the wider community [1].
Based on the cases that occur now, showed that textile
and garment companies in Indonesia required supervision
and monitor from both stakeholders and shareholders.
Regulations governing and providing guidance on social
and environmental matters such as ISO 14001 and GRI
international standards issued by CSR international were
effective from July 1, 2018 [2]. Companies generally

information about the company's responsibility to the
environment stated in financial reports [3].

Based on the Government Regulation No. 40 Year
2007, environmental issues are now a very serious
concern of consumers, investors, and governments. One
of the environmental problems in Indonesia occurs in the
textile and garment industry which becomes an important
spotlight on environmental pollution nowadays. Based on
a survey conducted by the Wahana Lingkungan Hidup
Indonesia [4], the highest environmental case is incurred
by the industrial sector as the result of a lack of disclosure
of sustainable reports as a form of corporate social

convey their concern and responsibility for the responsibility. Following are the average environmental
environment  through  environmental disclosure. disclosure data for textile and garment companies:
Environmental disclosure was the disclosure of
Table 1 The Environmental Disclosure Average

Year The Environmental Disclosure Average

2015 17%

2016 18%

2017 20%

2018 21%

Source: Author’s calculations

Based on the data presented, it appears that
environmental disclosure is still very low. This happens
because some textile and garment companies still do not
realize that environmental disclosure is very important to
obtain maximum results. Thus, the company is required to
report on social and environmental responsibility as a
form of corporate responsibility to the community and the
environment.

Industry practices care and are environmentally
friendly based on how much industry practices can
disclose information and how the board of commissioners
oversees environmental disclosure. Disclosure of
environmental information provides several benefits to
various parties, including the attractiveness of
shareholders and stakeholders [5]. However, the lack of
public access to data and information on natural resources
still becomes a problem. Consequently, limited
community participation in the environment and a decline
in investment over the years occurred.

The writers conducted the study to determine the
relationship between media coverage and the board of
commissioners on environmental disclosure in textile and

garment companies listed on the Indonesia Stock
Exchange in the 2015-2018 period. This study consisted of
independent variables from media coverage and the
board of commissioners projected in the form of media,
the board size, the proportion of the board of
commissioners, and the educational background of the
board of commissioners. The dependent variable in this
study was environmental disclosure. Environmental
disclosure was measured by content analysis, which was a
combination of narrative, value, and visual images in an
analysis of the measurement of environmental disclosure.

Analysis of recent research and publication. The
theory of externality is the behavior of one party to
another party as the result of a company's indifference to
the external economic interests or the interests of the
wider community. There are two types of externality:
positive externality and negative externality. Positive
externality happens when an activity produces benefits to
other parties, while negative externality is an activity that
creates costs that should be borne by the community [1].

The result of research conducted by Effendi et al. [6]
indicated that the size of the board of commissioners, the
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proportion of independent board of commissioners, and
the educational background of the board of
commissioners did not give significant effects on
environmental disclosure because the board of
commissioners had no interest in disclosure. Therefore,
none of them paid attention to environmental
management. Anggrarini [7] stated that the size of the
board of commissioners and company size did not have
significant effects on environmental disclosure. The board
of commissioners focused more on the financial aspects
than on the environmental ones. In addition, the size of
the company was not considered an obligation for a
company.

Solikhah and Winarsih [8] stated that the media
coverage, gender diversity, and institutional ownership
gave no influence on environmental disclosure because
media coverage still possessed limitations on media
measurement. Also, gender diversity rejected the
hypothesis because the environmental disclosure would
still be oversight whether female members existed or not
in the company's board of commissioners. Furthermore,
institutional ownership rejected the hypothesis too
because high and low institutional ownership did not
affect the improvement of environmental disclosure
quality. Akrout and Othman [9] explained that the
majority of companies in their study provided a separate
section for environmental issues in their annual reports.
Besides, the multivariate analysis showed that there was
a negative relationship between the proportions of the
board of commissioners on environmental disclosure.
However, the presence of government ownership might
improve the practice of reporting on the company's
environment.

Fashikhah at el. [10] described in their study that 1)
managerial ownership negatively influenced
environmental disclosure in Indonesia, but it did in
Malaysia, 2) there was a positive impact on the size of the
board of commissioners on environmental disclosure in
Indonesia, but there was a different case in Malaysia, 3)
the size of the company did not influence environmental
disclosure in Indonesia, but it did in Malaysia, 4) liquidity
provided a negative effect on environmental disclosure in
Indonesia, but it gave a positive influence in Malaysia, and

5) there was a difference in the level of environmental
disclosure in Indonesia and Malaysia.

Finally, Rabbi [11] explained that the level of
awareness among Jordanian companies increased during
2014-2017. However, the level of environmental
disclosure was still relatively low compared to developed
countries. There was a positive relationship between the
size of the board of commissioners, the board of
managerial ownership and the size of the company on the
level of environmental disclosure.

Formulation of research goals. The researchers
conducted this study to analyze the influence of media
and the board of commissioners' coverage on
environmental disclosure in textile and garment
companies listed on the Indonesia Stock Exchange (BEI) in
2015-2018.

Description of the main research material. This study
consisted of two variables: independent and dependent
variables. The media coverage, the proportion of
independent commissioners, and the educational
background of the board of commissioners were the
independent variables. On the other hand, the
environment disclosure variable was the dependent one.
The writer conducted a partial experimental study. Before
conducting the test, the writer would measure the
independent and dependent variables with the specified
proxy. The secondary data in this study were annual
financial reports of textile and garment companies listed
on the Indonesia Stock Exchange (IDX) for the 2015-2018
period.

The data collection method was the documentation
review, which included financial statements and other
supporting data. The collected data was the company's
financial reports or annual reports published at
www.idx.co.id. The population in this study were 19
textile and garment companies listed on the Indonesia
Stock Exchange (IDX) for the 2015-2018 period. The
writers took the sample using a purposive sampling
technique. In addition, they used the panel regression
model to discover the significance of the influence of
independent variables on the dependent variable.

The following table shows the sample selection
process:

Table 2 Sample Selection Process

for the periode of 2015-2018;

Criteria Total
Textile and Garment companies listed on Indonesian Stock Exchange for the periode of 2015-2018; 19
Textile and Garment companies that did not have complete data related to the research variables used 5

Total of Unit Sample

14 Companies

Research period is 4 years, then the total of unit sample
(14 Companies x 4 years)

56 Observation

Source: author’s calculations
The model equation is written as follows:

EDit=a+B1LMit+B2UDKit+B3PDKit+B3PDKit+B4LBPDKit+eit
Information:

EDit: Environmental disclosure;

a: Constants

B: Regression Coeficient for each variable
LM1: Media Coverage
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UDKz: Board of Commissioners Size

PDK3: Board of Commissioners Propotion

LBPDK4:  Educational  background
Commissioners

Economics = 1, non-economics= 0

e: Error term

of Board

i=1,...,n: Total number of cross section

t=1,...,t: Total number of time series

Based on the literature review, the framework of this
study was shown in the following figure:

Media Coverage (X;)

The Size of Commissioner Board (X5)

The Board of Commissioner Proportion (X3)

~ H,
— | H \ Environmental
2
Disclosure (Y)
s

Hs

Educational Background of Commissioner Board (X,)

Figure 1 — Conceptual Framework

Source: author’s calculations

Figure 1 was the theoretical framework analyzed to
see the effects of media and board of commissioners on
the environmental disclosure in the textile and garment
companies listed on the Indonesia Stock Exchange in the
2015-2018 period. Based on the literature review, the
hypotheses constructed from this research were:

1. Hypothesis 1: media coverage has a positive
influence on environmental disclosure

2. Hypothesis 2: the size of the board of
commissioners has a positive influence on environmental
disclosure

3. Hypothesis 3: The proportion of independent
commissioners has a positive influence on environmental
disclosure

4. Hypothesis 4: Board of Commissioners' educational
background has a positive influence on environmental
disclosure.

Based on the results of the Hausman test conducted,
the most appropriate model for panel data regression in
this study is the random effect model.

Table 3 Model Summary Panel Data Regression Output Result

Variable Coefficient Std. Error t-Statistic Prob.

C 0.138492 0.021719 6.376658 0.0000

LM 0.007997 0.002464 3.245805 0.0021

UDK 0.008161 0.003778 2.160410 0.0355

PDK -0.023152 0.033188 -0.697606 0.4886

LBPDK 0.018166 0.007434 2.443826 0.0180
R-squared 0.256872 Mean dependent var 0.064516
Adjusted R-squared 0.198587 S.D. dependent var 0.023721
S.E. of regression 0.021235 Sum squared resid 0.022998
F-statistic 4.407200 Durbin-Watson stat 1.118048

Prob(F-statistic) 0.003891 |

Source: author's computation

Based on table 3, the panel data regression model
equation is obtained as follows:
Yit=0.138492+0.007997LM;+0.008161UDKit-
0.023152PDKi++0.018166LBPDKit+ €
Based on the calculation, the R2 is 0.26. It indicates
that the influence of the media coverage, the board of
commissioner's size, proportion, and educational

background on the environmental disclosure was 26%,
while the other factors caused the remaining 74%.

The Relationship between Media Coverage on
Environmental Disclosure. The t value was 3.245805 with
a probability level of 0.0021 (p <0.05) and a coefficient
value of 0.007997. It showed that media coverage (LM)
gives a significant positive effect on environmental
disclosure. Thus, the first hypothesis (H1) is accepted. The
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positive coefficient value indicates that if the variable
media coverage increases, the level of environmental
disclosure will improve. On the other hand, environmental
disclosure will decline when the media coverage variable
decreases.

The results of this study are in line with Brosius &
Kepplinger [12] and Ayuso & Larrinaga [13], which stated
that media coverage influences environmental disclosure.
Therefore, the results of hypothesis testing are relevant to
the theory of externalities as the environmental disclosure
through the media provides positive externalities for
other parties such as the public or investors. As the
resource for a company to make environmental
disclosure, media coverage aims at providing maximum
information and benefits to them.

The Relationship of the Board of Commisioner’s Size
on Environmental Disclosure. The t value was 2.160410
with a probability level of 0.00355 (p <0.05) and a
coefficient value of 0.0088161, which reveals that the
board size has a positive and significant impact on
environmental disclosure. Thus, the second hypothesis
(H2) is accepted. The positive coefficient value indicates
that if the variable size of the board of commissioners
rises, the level of environmental disclosure will develop.
On the other hand, then environmental disclosure will
reduce if the board size variable declines.

The results of this study are in line with Solikhah and
Winarsih [8], Fashikhah et al. [10], Amelia and Cahyati
[14], Rabbi[11], and Sun et al. [15] who found that the size
of the board of commissioners has a positive and
significant effect on environmental disclosure. Hence, this
research is in line with the theory of externalities. The
rationale for this theory explains that every company
should be aware that the effect of consumption or
production actions must meet the value society has and
provide positive externalities to society by having a sense
of concern for the environment.

The Relationship of the Board of Commissioner
Proportion on Environmental Disclosure. The t value was
-0.697606 with a probability level of 0.4886 (p> 0.05) and
a coefficient value of -0.023152. It shows that the
proportion of the board of commissioners has a negative
and significant influence on environmental disclosure.
Thus, the result rejected the third hypothesis (H3). The
negative coefficient value indicates that the level of
environmental disclosure will grow if the variable
proportion of the board of commissioners declines. In
contrast, when the variable proportion of the board of

commissioners progresses, the environmental disclosure
will reduce.

The results of this study are in line with Solikhah and
Winarsih [8], Effendi et al. [6], Suhardjanto and
Permatasari [16], and Suhardjanto and Afni [17] who
stated that the proportion of the board of commissioners
has no positive and significant effect on environmental
disclosure. It indicates that this research does not support
the theory of externalities. Based on the results of this
study, the proportion of the board of commissioners who
are in textile and garment companies cannot fully carry
out their duties independently.

The Relationship of the Board of Commissioners'
Educational Background on Environmental Disclosure.
The t value was 2.443826 with a probability level of 0.0180
(p <0.05) and a coefficient value of 0.018166. Hence, the
educational background of the commissioners has a
positive and significant impact on environmental
disclosure. Thus, the fourth hypothesis (H4) is accepted.
The positive coefficient value indicates that if the
education background variable of the board of
commissioner increase, the level of environmental
disclosure will grow. But, if the educational background
variable of the board of commissioners decreases, the
environmental disclosure will reduce.

The results of this study are in line with Effendi et al.
[6] and Rahmawati et al. [18]. The educational background
of the board of commissioners has a positive and
significant effect on environmental disclosure. It indicates
that hypothesis testing is relevant to the theory of
externalities as the economic educational background
indicators can improve management and decision making.
Thus, environmental externalities do not occur.

Conclusions. Based on the results of analysis and
testing, the researchers conclude that media coverage,
the board of commissioners size, and educational
background have positive and significant effects in
increasing the environmental disclosure of textile and
garment companies in Indonesia. Therefore, every
development in media coverage, the size of the board of
commissioners, and their educational background will
increase environmental disclosure. However, the
proportion of the board of commissioners is proven to
have no significant influence on the increase of
environmental disclosure. The results of the study were
expected to be a reference material for further research
that related to environmental disclosure.
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