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ABSTRACT
Sustainability reporting is required to sound corporate accountability and good governance
implementation. While stakeholders are widely diversified, companies must ensure their future
performance excellence. As a paradigm demanding business to exercise its activities to be
liable for society and environment as well as investors, there must be a solution to protect those
interests. This research proposes a new analysis on how sustainability reporting could enhance
future corporate share performance by embracing triple bottom line (TBL) reporting and
balanced scorecard (BSC) disclosure as predictors. To maintain its objectivity, this research
involves several control variables covering both financial and non-financial aspects. The
method chosen embraces several techniques, including literature review, content validation,
and statistical calculation. The results of a regression analysis suggest that all TBL reporting
elements and internal good governance practices are associated positively with future share
performance. This research also reveals that economic security is the foundation of future
performance, which can be achieved through CSR and environmental program refinement.

INTRODUCTION
Business has growing requisites on disclosure beyond reporting
accountability. Corporate social responsibility (CSR) requires business to be
responsible for social, environmental, and financial (Elkington, 1998).
However, demands on internal governance and performance excellence are
inevitable (Huang, Pepper & Bowrey, 2014). Thus, finance is an unparalleled
factor for which sustainability could take place in the future when favorable
corporate performance is shown financially, socially, and environmentally
(Mintz, 2011). Meanwhile, there is an absence of investigation in
sustainability research of its impacts on future stock performance. This
824

NEW DETERMINANTS OF FUTURE SHARE PERFORMANCE: IMPACTS OF SUSTAINABILITY REPORTING

PJAEE, 18 (1) (2021)

research also provides new horizons related to inherited factors of which,
certain complexity are inevitable for business analysis (Assunção, Luca &
Vasconcelos, 2016). In other words, sustainability must be analyzed using
the most acceptable financial measurement of the company’s future
performance by examining associations between the elements of sustainable
reporting towards future share performance.
LITERATURE REVIEW
Triple Bottom Line (TBL) Reporting
Corporate sustainability is a broad term defining how an enterprise could
manage interactions between stakeholders and execute a business plan in the
best interest of all stakeholders by maximizing benefits and minimizing
hazards (Amran & Keat Ooi, 2014) which embraces corporate social
responsibility (CSR) (Elkington, 1998). Accordingly, going concern
principle accounting embraces sustainability, whereas stakeholders expect to
benefit from the company’s performance in the foreseeable future. Several
transformational frameworks have been executed to open possibilities for
environmental accounting to act towards social empowerment and
environmental preservation (Godfrey, Hodgson, Tarca, Hamilton & Holmes,
2010).
Elkington (1998) explains economists’ obsolescence in the social cost
estimation responding misconducts through cost-based approach. Business
misconduct culminated on its downfall is assumed to be prevented through
social value (Elkington, 1998). In response, future industrial requirements
are likely to emphasize the product life-cycle and customer expectations
influenced by growing concerns related to the environment, such as global
warming and energy scarcity (Elkington, 1994). This is proven by the fact
that current trends of Malaysian manufacturing companies focus more on
sustainable business processes rather than product innovation.
The initiation of triple bottom line (TBL) gives directions on how
manageable social and environmental issues can be transformed into an
economic value (Elkington, 1998). This theory leads to the formation of the
quantification model based on the guidance provided by the Global
Reporting Initiative (GRI) for each assessment element to maintain its
relevance (Global Reporting Initiative, 2014). Therefore, TBL is proposed
by this research to portray actual business circumstances represented by
company policies in finance, social contributions and environmental impact.
Several studies prove accounting policy to be a diagnostic tool for
companies in particular circumstances. Based on these, companies’ efforts in
sustainability in accordance with TBL are represented by disbursement of
CSR funds into targeted receptors, implementation of environmental
programs (Linster, 2003; Burritt, 2012), and companies’ capital adequacy as
shown by positive retained earnings (Al-Troudi & Milhem, 2013).
Balanced Scorecard (BSC) Disclosure
BSC is a structured corporate performance measurement system with four
aspects: financial performance, customer engagement, internal governance,
and learning and growth which has been encountering various development
in strategic management as well as embedding it to future performance
measurement (Kaplan & Norton, 2001). BSC’s adoption in management
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accounting helps to develop a model for managerial decision support which
is built on the sustainability notion, whereas financial performance would be
less influential (Lawrie & Cobbold, 2004). Studies prove that BSC serves as:
(1) a convenience in business strategy communicating (Malina & Selto,
2001), (2) a tool improving procurement efficiency (Malmi, 2001), and (3) a
methodology to boost financial performance (Davis & Albright, 2004).
However, the use of BSC in research can be affected by company size and
long-term debt as managerial inherited factors (Hoque & James, 2000).
Meanwhile, there is a reluctance in small and medium enterprises (SMEs) to
apply BSC due to concise bureaucracy and procedures considering cost
efficiency more than security aspects (Chenhall & Langfield-Smith, 2007).
In addition, some enterprises adopt BSC with additional features based on its
nature (e.g. safety procedures and codes of conduct due to the causal link
between the components and processes) (Yu & Crowe, 2008). Therefore, as
BSC’s business interpretations are varied, it is important to build a suitable
parameter for specific business circumstances (Soderberg, Kalagnanam,
Sheehan & Vaidyanathan, 2011).
This research uses several parameters for BSC’s measurement. First,
return on assets (ROA) is considered as an accounting-based measurement
for the use of historical data (Al-Matari, Al-Swidi & Fadzil, 2014).
Furthermore, ROA indicates a company’s effectiveness in asset utilization
benefiting shareholders (Haniffa & Hudaib, 2006). Furthermore, the
customer satisfactory index (CSI) is chosen to measure customer satisfaction.
Several findings show how CSI relies on the regional aspect, which is
considered to be the most objective assessment (Fornell, Johnson, Anderson,
& Bryant, 1996; M. D. Johnson, Gustafsson, Andreassen, Lervik, & Cha,
2001; Kim, 2005)
On the other hand, empirical studies across developing countries suggest
that corporate governance (CG) in Indonesia can be measured through
metrics provided by Board of Finance and Development Control (Badan
Pengawasan Keuangan dan Pembangunan) and Forum of Corporate
Governance Indonesia (FCGI). Finally, training programs are linked to
employees’ performance (Kirkpatrick, 2012), attitudes (Saari & Judge,
2004), and satisfaction (Ozturan & Kutlu, 2010). Hughey and Mussnug
(2000) argue that the key of strategic training is through implementation of
structured competence-based program held sequentially. In other words,
training quality lies in the number of training sessions (Hughey & Mussnug,
2000).
The Relevance of Measurement
The best measurement of stock is derived equity valuation. First, earnings
per share (EPS) provide historical views merely on how much the company’s
income might be influencing stock prices (Bhatt & Sumangala, 2012).
Secondly, the price-to-earnings (P/E) ratio informs the valuation through
comparison between market value and EPS, which has closer estimation to
short-term forecasting (Fernandez, 2013). Finally, a study shows that net
worth analysis is the most pivotal factor affecting valuation in which Tobin’s
Q ratio is used due to its market-based nature (Al-matari et al., 2009).
Theoretically, sustainability measurement using CG cannot be objectively
done without company size calculation through book value of assets
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(Assunção et al., 2016). However, CG assessment is considered to be
unreliable without company size (Fauziah, Yusoff & Alhaji, 2012; Kolk,
2010). Another financial aspect used is leverage, which portrays a company’s
minimum investment opportunities which ends up to negative growth (Lang,
Ofek & Stulz, 1996). Moreover, leverage inclination might indicate earnings
management due to inefficient operations (Beneish, 1999), which is shown
in declining interest coverage ratios in each period (Soon, 2013).
In addition, the existence of sustainability reporting review can be
considered important. It can be embedded in internal audits, as such reports
can be used as a secondary source of external audits (Todea, Stancin &
Joldos, 2011). The effect of this program helps the company to engage in
sustainability objectives. Company could gain value from stakeholders’
intensification accountability programs and internal communication
enhancement (Kerr, Rouse & de Villiers, 2015). Finally, CG’s complexity
can be explained through this effect. This is determined through the
proportion of foreign share capital and overseas revenue (Assunção et al.,
2016). Another study shows the problems of employees’ work pressure due
to international performance reporting (Lu Tran Diem, 2016).
MATERIALS AND METHODS
Materials
This research analyzes 40 enterprises listed on the Indonesian Stock
Exchange (ISE) in the consumer goods business line, which are
acknowledged for their fulfilment of sustainability requirements. This
research extracts data from numerous published reports (i.e., audited
financial statements, corporate sustainability report, and balance scorecard
disclosures).
Methods
First, a literature review is used to gain knowledge for the philosophical
concept of the theory, whereas there is no definite measurement and
subjective reliance through precedent (Cooper, 1999). The model built must
be confirmed to ensure its regional suitability (Sasmoko & Ying, 2015) focus
group discussion (FGD) using a semantic differential scale (Habibi, Sarafrazi
& Izadyar, 2014). Finally, statistical calculation is used in sequence to find
associations between independent and dependent variables. It encompasses
normality, multi-collinearity, linearity, and a multiple regression test
(Johnson & Wichern, 2008).
Model
The result shows that most respondents accept the model and its
quantification by 73.08% of confidence level (5% accepted errors). Those
figures range from 5.90 (more likely to accept) to 6.26 (accept). The average
respondents accept the model (24.34 out of 28 of mean) including the
outstanding figure, indicating the majority of respondents’ logical acceptance
of the model (27 out of 28).
Table 1. Confidence Interval of Research Model
Mean
24.34280 Minimum
Median
25 Maximum

21
28

Scale
Articulation:
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27 Count
Standard
2.12745 Confidence
Deviation
Level
Sample Variance
4.52605 Upper Bound
Range
7 Lower Bound
This research forms the regression model.

PJAEE, 18 (1) (2021)

35
0.73081
25.07361
23.61200

6.26840125
5.90299875

FSPR = α + β1SOCL + β2ENVI + β3ECON + β4FINC + β5CUST + β6INTR
+ β7LRGW + β8COMZ + β9SUSR + β10OVHD + β11LEVR + €

Hypotheses
Table 2. Variable Definitions
Variable Expectation
Definition
FSPR
Future Share Performance (Tobin’s Q ratio)
SOCL
+
Social Responsibility (Natural logarithms of company’s
CSR disbursement)
ENVI
+
Environment Sustainability (Proportion of disclosed
environmental program towards OECD’s 10-factor
environmental performance indicator)
ECON
+
Economic Security (Natural logarithms of company’s
current retained earnings)
FINC
+
Financial performance (Proportion of return on assets
(ROA) calculated by dividing net income to total assets)
CUST
+
Customer Satisfaction (Natural logarithms of CSI
generated through Likert scale used by customer
surveyors; i.e., 1: very poor, 2: poor, 3: fair, 4: good, and
5: excellent)
INTR
+
Internal Governance (Natural logarithms of CG index
provided by BPKP)
LRGW
+
Learning and Growth (Natural logarithms of employee
training program)
COMZ
Company Size (Natural logarithms of company’s total
assets)
LEVR
Leverage Ratio (Proportion of total debts towards total
assets)
OVHD
+
Overseas Headquarters (Dichotomous variable of
overseas headquarters; i.e., 0 for “no” and 1 for “yes”)
SUSR
+
Sustainability Review (Dichotomous variable of
internal audit in the scope of sustainability program; i.e.,
0 for “no” and 1 for “yes”)
Reporting fairness is one of the factors influencing investors to consider
the investment decision. Kolk (2010) provides findings regarding European
and Japanese countries that are aware of external verification, which
influences investors and customers’ perception, while American companies
place more emphasis on legal compliance, as investors are heavily influenced
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by regulators’ perspective. As both external opinions necessitate sustainable
aspects to be fulfilled, it is confirmed that investors’ reliance on such
information is dominated by sustainability issues (Kolk, 2010).
Furthermore, GRI affects corporate market valuation, with book value and
earnings as the controlling aspects (Miralles-Quiros et al., 2016).
Specifically, the investigation to find the effects of sustainability reporting
elements on company performance suggests that all aspects are associated
with company performance (Burhan & Rahmanti, 2012). In addition,
sustainability measurement through environmental programs shows a
negative impact on ROA and ROE (Dobre et al., 2015) and stock returns in
China (Li & Wu, 2017). This leads to three hypotheses:
• H1: Social responsibility is positively associated with future share
performance.
• H2: Environmental sustainability is positively associated with future share
performance.
• H3: Economic security is positively associated with future share
performance.
As the pole of future performance in this research is pointed, financial
performance is predicted to be almost undoubtedly associated with stock
performance. Accordingly, ROA is the most reliable financial performance
parameter, as it is grounded on accounting-based measurement (Al-matari et
al., 2009). In the light of customer satisfaction, the higher CSI is likely to
show consumers’ trust, quality of the product and after-sales services (Zhang,
Gang & Jjanwen, 2010). Such performances are considered as other forces
elevating market valuation (O’Sullivan & McCallig, 2012).
Furthermore, organizational drivers can be measured both quantitatively
(Brennan & Solomon, 2008; Manaligod, 2012; Siregar & Tenoyo, 2015) and
qualitatively (Ball, Jayaraman & Shivakumar, 2012; Mironiuc, Robu &
Robu, 2012). However, it must be contextualized in the light of regional
requirements (Warganegara, Saputra & Anggraini, 2013). Finally, company
growth relies on efficiency caused by decisions in measuring employees
knowledge, skills, and attitudes (Competency, 2013). Furthermore, most
successful American companies with positive returns have competent
employees (Robbins, Judge & Hasham, 2009). Four hypotheses are proposed
based on BSC’s elements:
• H4: Financial performance is positively associated with future share
performance.
• H5: Customer satisfaction is positively associated with future share
performance.
• H6: Internal governance is positively associated with future share
performance.
• H7: Learning and growth are positively associated with future share
performance.
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RESULTS AND DISCUSSION
Normality Test
A normality test is done through proportion estimation by using Blom’s
estimation formula, which results in a P-P plot. The results show that all
variables distribute normally with no symptoms of sines and cosines.
Linearity and Collinearity Test
Table 3. Linearity and Multi-Collinearity Test
Variables
Deviation from
Linearity*
Dep.
Indep.
F
Sign.
FSPR SOCL
0.529
0.823
ENVI
1.612
0.184
ECON
1.180
0.229
FINC
2.140
0.131
CUST
1.831
0.124
INTR
6.206
0.083
LRGW
0.887
0.594
1.360
0.371
COMZ
LEVR
0.808
0.698
OVHD
0.008
0.930
SUST
0.102
0.751

VIF**

0.828
0.364
17.878
2.167
0.517
0.973
1.060
11.133
1.038
1.050
2.123

The result shows that all values of F and deviation from linearity are
positive and below 0.05, confirming that all independent variables are linear
to FSPR. Furthermore, the result of the multi-collinearity test suggests that
the 9 independent variables are only at the level of moderately correlated
since ranged from 1 to 5. In contrast, FINC and COMZ have VIF>5, which
means those variables are inter-correlated. Theoretically, as financial proxies
are used, FINC and COMZ are associated through the amount of assets,
whereas FINC measures financial performance via ROA using COMZ’s
measurement (via total assets) as ratio denominator. In other words, this
phenomenon is categorized to fulfil the law of correspondence of social
science research.
Multiple Regression Test
The regression result shows that all TBL elements are associated
significantly positively with FSPR. Furthermore, only INTR (one variable
from BSC) is positively associated, whereas the rest of the variables reject
the hypotheses. In addition, all control variables are proven to be negatively
associated, and COMZ and LEVR influence FSPR significantly. Overall, this
model is proven to produce high Freg with 31.795 in α<0.01. Variance
determination depicted through adjusted R2 shows 0.897 meaning that the
model represents the economic condition for 89% with only 7% factor of
residual (1.806) in population.
Table 4. Analysis on Regression Model towards FSPR
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Model Summary
R
R2
Adjusted
R2

Analysis of
Variance
0.962 Reg. ( in
22.562
2
x)
0.926 Residual
1.806
0.897 F
31.795

Table 5. Regression Analysis
Model
Unstandardized
Standardized
Coefficients
Coefficients
B
Std. Error
Beta
Constant
.259
1.178
SOCL
4.587E-07
.000
.307
ENVI
.870
.322
.168
ECON
2.844E-07
.000
.912
FINC
-1.034
3.537
-.031
CUST
-.025
.027
-.054
INTR
.037
.015
.186
LRGW
-.005
.007
-.037
COMZ -1.267E-08
.000
-.275
LEVR
-1.355
.631
-.195
OVHD
-.008
.088
-.005
SUST
-.054
.090
-.035

t

.220
2.516
2.701
3.797
-.292
-.945
2.457
-.706
-1.535
-2.147
-.090
-.601

Sig.

.827
.018
.012
.001
.772
.353
.020
.486
.136
.041
.929
.552

Initially, this research proves that TBL’s existence could influence future
share performance. This result corresponds to research on American
companies explaining that stakeholder demands pressuring company
executives could help to enhance sustainability through TBL disclosure
(Nazari, Herremans & Warsame, 2015). Therefore, this research provides a
solution for companies working on their future performance, whereas
embracing and responding to all diversified stakeholders’ needs can be done
through sustainability reporting centered on TBL (Amran & Keat Ooi, 2014).
The solution is provided by Teh, Ong, Jaffar & Masoudi (2015) in a study on
a Malaysian sustainability model, which argues that companies must
emphasize the business process to elevate TBL-based sustainability
performance (Teh et al., 2015).
Discussion is business process excellence is pointed out through BSC
disclosure (Kaplan & Norton, 2001). However, the result rejects FINC,
CUST, and LRGW as factors triggering future performance. First, ROA is
proven to be an unreliable factor since the majority of businesses engage
more in social responsibilities and non-monetary disclosures (Said, Theng,
Senik, Yusri & San, 2015). Further, the result on CUST is contradictory to
several findings (O’Sullivan & McCallig, 2012; Tuli & Bharadwaj, 2009).
LRGW’s result also contradicts an assumption that employees’ competence
and satisfaction could boost company performance (Robbins et al., 2009). To
respond, Ibrahim, Ab Rahman, Yasin, Ramli & Ahweda (2016) suggests an
integration between employee training and customer satisfaction. It explains
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that a training program is not grounded on employees’ competences but on
customer needs regarding service excellence (Ibrahim et al., 2016).
However, an obvious result is shown by INTR as a factor improving
FSPR. This result corresponds to majority findings (Ball et al., 2012;
Brennan & Solomon, 2008; Manaligod, 2012; Siregar & Tenoyo, 2015).
Fundamentally, good corporate governance (GCG) principles must embrace
all entire corporate stakeholders in value compliance and risk assessment
(Widhoyoko, 2017). The GCG code is expected to adopt requirements of
social, environmental, and economic responsibility, in which someone
appointed as corporate environmental controller must adhere this code (Kiel,
2005). In addition, GCG must also have the shape of an information system,
whereas GCG could provide structural and transparent cross-sectional
verification to diminish information asymmetry (Widhoyoko, 2018).
Theoretically, enhanced GCG is likely to be followed by financial, customer
engagement, and employee performance in a long-run.
All control variables are associated negatively towards FSPR with COMZ
and LEVR which are at significant point (α<0.05). As a company gets bigger
in its volume, stakeholders will likely demand a more sustainable program
that forces management to grope more funds disbursement which might favor
only particular stakeholders. In other words, there is a climax, whereas a
company may no longer practice further sustainability program with
opportunity cost as a consideration (Burritt, 2012). Companies with bigger
assets are usually prone to misconduct, as internal control limitation towards
scope of supervision (Buckoff & Morris, 2002). Furthermore, as leverage is
viewed as a form of management turnover inefficiency, the higher leverage
has a negative influence on future performance (Smith & Wood, 2008).
Furthermore, internationalization usually place directors under pressure
due to higher overseas board of executives’ demands causing volatility
(Prawitt, Smith & Wood, 2008). This might not prevail in Indonesia
considering complications on regional regulatory (Widhoyoko, Sasmoko,
Nasir, Manalu & Indrianti, 2018) requirements versus structural international
requirements (explained clearly by GRI-G4 notes) (Global Reporting
Initiative, 2014). Meanwhile, a sustainability program embedded in an audit
is found not to influence FSPR. This result corresponds to a failure of
sustainability-financial performance moderation through audit quality (Dewi
& Monalisa, 2016). This can be examined through particular aspects
affecting internal audit quality: auditors’ specialization, organizational
complexity, corporate growth, and examination effectiveness (Prawitt et al.,
2009).
A Key for Change
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Social
Responsibility
Improvement
(0.105)

Environmental
Sustainability
Improvement
(0.022)

Node 1
Mean
St. Dev
n
%
Predicted

2.915
0.46
34
85
2.915

Node 2
Mean
St. Dev
n
%
Predicted

4.692
0.511
6
15
4.692
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Economic Security
Improvement (0.402)
Node 0
Mean
St. Dev

3.182
0.79

n
%
Predicted

40
100
3.182

Figure 1. Decision Tree Analysis
It is recommended that companies focus on TBL’s reporting to enhance
future share performance. This research emphasizes economic security as a
pivotal driver, which can be improved through social responsibility and
environmental sustainability refinement. The key of such development
would be on CSR programs, which could contribute 85%; meanwhile, an
environmental program requires enterprises only to comply with 10
performance key performance and avoid business ecological hazards.
CONCLUSIONS
As the sustainability business concept has been practiced by a majority of
businesses, the rise of demands towards external and internal stakeholders’
social, environmental, and economical practices is inevitable. As
sustainability is measured by stock-based future performance, by including
TBL’s and BSC’s elements as predictors, including the control variables, it
is found that all of TBL’s elements are positively associated with FSPR,
while only internal governance practices as a BSC’s element which supports
future performance. In addition, decision tree analysis provides an identical
solution, whereas current economic security is a determinant for future share
performance, which relies upon the sustainability of CSR and environmental
programs processed through good governance practices.
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