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Abstract: The main purpose is to provide an empirical evidence of the relationship between the quantity of 

sustainability reporting and investment opportunity set (IOS). The quantity of sustainability reporting is 

presented by using 91 component of sustainability report disclosure index (SRDI). Investment opportunity set 

(IOS) is measured by using priced-based proxies. The influence of control variables:leverage, size and 

profitability are also investigated on those two research models. Sample used are 24 firm listed in Indonesian 

Stock Exchange in all sectors by using purposive sampling technique. Research period is starting from 2014 to 

2016. Based on multiple linear regression test is found that the relationship between sustainability reporting 

quantity and investment opportunity set (IOS) is statistically insignificant both in servise sector and non-service 

sector firm. Furthermore, those three control variables have a stistical significant association on investment 

opportunity set for firms in service sector. Yet, leverage is found has an insignificant association on investment 

opportunity set for the firm catagorized as non-service sector. This study contributes on both theoretical and 

practical side by providing a broader sign in terms of sustainability report and also investment decision making 

by investor. 
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1. Introduction  

Sustainability report is one of a novelty term in worldwide. In Indonesia the practice of sustainability report 

disclosure is voluntarily conducted. Financial Service Authority (Otoritas Jasa Keuangan) stated that though it is 

not a compulsary report, 9% of firm listed in Indonesian Stock Exchange issued this sumplementary report since 

2014. In 2016 there were 49 firms issued sustainability report, 12 of them are financial services institution. Not 

only public firm, several private financial services institution had been issued sustainability report. This 

phenomenon indicates that sustainability report is one of the crusial report used to inform  stakeholder in term of 

firm’s manner to integrate evironmental, social and corporete governance aspect. the publishing these additional 

report in Indonesia mostly is ragarded from Global Reporting Index (GRI). The growing of sustainability report 

disclosure is the main motivation to conducted this reseach. 

This new supplementary report is labeled as a new form of integrated reporting procedure in which 

purposing in demonstrating the performance of the company in term of natural environment and society [1]. 

Regarding to legitimacy and stakeholder theories, the disclosure of financial, social and environmental 

information count as a communication between company and stakeholder to communicate firm’s activities in 

order to legitimate its behaviour and also to alter their perception and expectation [2]. Moreover, KPMG 

elucidates sustainability report as “reports that include quantitative and qualitative information on their 

financial/economic, social/ethical and environmental achievement, in a balanced way”[3]. A ultimate goal of 

CSR is to satisfy a firm’s various stakeholders [4].  
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The ultimate objective of this study is to demonstrate the association between the quantity of sustainability 

report with the reputation of the firm which represented by investment opportunity set. Corporate reputation 

emerges as an intangible asset [5], which is consider as a crucial part of a company’s value and a vital measure 

of achievement, functioning as a mechanism which mitigate uncertainty for customers and upgrade marketing 

effectiveness and customer satisfaction [6]. The firm reputation also play a role in differentiates a firm from 

other firms [7] which cannot be substituted because it is not something that firms can buy or sell but must 

cultivate and nurture [8].  

The annual disclosure of social responsibility reports by major firms announce for the significance of 

reputation for their performance. Researchers have also found that corporate reputations is conducive to drag 

superior employees and capital on favorable terms and conferring bargaining advantages in general over a range 

of stakeholder relations [9] [7] [10]. Previous reseach argued that by publishing sustainability information, 

companies aim to elevate transparency, gaining reputation and legitimacy,  enhance brand value, enable 

benchmarking against competitors, signal competitiveness, motivate employees, and support corporate 

information and control processes [11]. This elucidation support the explanation that transparent corporate social 

responsibility generates positive corporate reputation [2]. Regarding to signalling hypothesis indicates that 

certain conditions are fulfilled, true signals will be believed and false ones rejected [12]. This is referring that 

management have a certain motive to announce. It is argued that businesses are build to make profits, so that 

managers should only expend scarce resources on CSR if that performance will lead to improved firm financial  

achievement [13]. 

Sustainability report quantity is measured by 91 component of sustainability report disclosure index (SRDI). 

The SRDI calculation is performed by giving a score of 1 if the item aspect is disclosed, otherwise it is 0. The 

reputation of the firm is presenting by investment opportunity set (IOS) as quantified by price-based view. 

Growing opportunities as measured by IOS are influenced by corporate reputation. The reputation of a company 

can be seen from the rising value of an enterprise's investment, which can be seen from one of the IOS proxies 

i.e. IOS by price [14]. IOS based on price states that the company's growth prospects are partly expressed in 

stock prices, and growing companies will have a relatively higher market value for their owned assets. This high 

market value is then used as a company reputation application in the eyes of the public viewed from the value of 

its shares.  

The influence of control variables: leverage, size and profitability are also investigated. Sample used are 24 

firm listed in Indonesian Stock Exchange in all sectors by using purposive sampling technique. Research period 

is starting from 2014 to 2016. Based on multiple linear regression test it is surprisingly found that there is an 

insignificant association between sustainability reporting and IOS both in service sector and non-service sector 

firm. Furthermore, those three control variables have a statistical significant association on investment 

opportunity set for firms in service sector. Yet, leverage is found has an insignificant association on investment 

opportunity set for the firm categorized as non-service sector. This study contributes on both theoretical and 

practical side by providing a broader sign in terms of sustainability report and also investment decision making 

by investor. 

2. Literature Review and Reseach Method 

2.1. Literature Review 

Nowadays, both term sustainability report and investment opportunity set (IOS) are not novel things for 

reseacher. Most of study in recent days focusing on the determinant of IOS and also the its impact on firm 

reputation [12, 15]. Recent study had paid a huge concern on association between firm reputation and bussiness 

policies [16], corporate fianancing, dividend and compensation policies [17], the caracteristic of board [18], 

earnings management [19] and also firm performance [8]. The relationship between sustainability report also 

rarely been examine before.  
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Based on survey research it can be seen that there several reason of the issued of sustainability report, for 

instant reaseon in societal aspects, such as credibility and reputation play an important role [20]. It is also found 

that sustainability reporting has a significant association wit firm reputation [12]. In that case firm reputaion is 

measured by such rating called Community and environmental responsibility (CER) as published in the 

Management Today survey of Britain's Most Admired Companies (MAC). Furthermore, the association between 

sustainability report quality and IOS priced-based is rarely been investigated especialy in Indonesia.  

2.2. Reseach Method 

Sample used in this reseach are 24 firms listed in Indonesian Stock Exchange in all sectors by using 

purposive sampling technique. Those firm that categorized as sample are firm in which disclose sustainability 

report in year 2014 to 2016. All of the financial service institution are exluded because it is take into account as 

highly regulated firm. Research period is starting from 2014 to 2016. The quantity of sustainability reporting is 

presented by using 91 component of sustainability report disclosure index (SRDI). Meanwhile, investment 

opportunity set (IOS) is measured by priced-based proxies. The influence of control variables:leverage, size and 

profitability are also investigated on those two research models. The examination of the model research is 

conducted by using multiple linear regression test. This regression test is perform in three step, firstly to test of 

all company in all sector, then continued by seperating those firm into two categoris: servise sector and non-

service sector.  

3. Result 

The results of all the regressions show a high R
2 

(0.451) meaning that 45,1% the statistic result can be 

predicted by research model used, the rest are influenced by other factor.   

TABLE I. Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 

1 .694a .482 .451 .8593936 1.165 

a. Predictors: (Constant), PROF, SRDI, SIZE, LEV 

b. Dependent Variable: IOS 

 

The regression value for SRDI is -0.427, the meaning of the negative sign for this variable indicates an 

opposite relationship between the SRDI variable to its dependent (IOS). However, it can be seen that the 

association between sustainability report quantity and investment opportunities set have a statistical insignificant 

relationship. Moreover the positive sign on control variables indicates a one-way relationship which means that 

every increase in leverage, size and profitability, then the company's reputation will increase (+) as well, 

according to the number of regression coefficients. However in this model only profitability has a significant 

positive relationship to IOS. 

                                   TABLE II: Regression Test of Firm in All Sectors 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) -.466 3.400 
 

-.137 .891 

SRDI -.366 .457 -.072 -.800 .427 

LEV 1.252 .741 .189 1.690 .096 

SIZE .032 .111 .026 .284 .777 

PROF 11.010 1.615 .776 6.818 .000 

 

For further analysis, sample is separating into two categories (service and non-service). Firstly, for service 

firm is also found insignificant relationship between those two variables. Nevertheless, all of controls variables 
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positively show a significant association to investment opportunity set. This demonstrates that in firm’s 

reputation in service sector are highly influenced financial performance, for instant leverage, size and 

profitability. 

                     TABLE III: Regression Test of Firm in Service Sector 
Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) -17.257 6.098  -2.830 .009 

SRDI -.902 .710 -.182 -1.269 .215 

LEV 4.281 1.589 .485 2.694 .012 

SIZE .518 .184 .463 2.811 .009 

PROF 11.309 2.724 .702 4.152 .000 

 

The second category is firm in non-services sector, e.g. mining, manufacture, plantation and so on. The 

statistic test also indicates that the association between SRDI and IOS is not significant. In addition, leverage 

also shown insignificant relationship to IOS. Those two variables have a negative relationship with the 

independent variable. Meanwhile the other two control variables are demonstrating a positive significant 

relationtship with firm reputation.  

           TABLE VI: Regression Test of Firm in Non-Service Sector 
Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) 20.618 4.634  4.450 .000 

SRDI -.716 .516 -.136 -1.386 .175 

LEV -.609 .832 -.089 -.732 .469 

SIZE -.622 .149 -.378 -4.184 .000 

PROF 8.204 1.612 .631 5.089 .000 

4. Conclussion  

This study explores the relationship between sustainability report quantity and firm reputation. The final 

objective of this reseach is to scrutinize wheather the publication of this additional report has an influence to 

corporate’s reputation. The finding shows that the quantity of sustainability report has no predictor effect on firm 

reputaion, both firm in servise and non-service sector. Broadly speaking, statistically demonstrated that those 

two variable has a negative relationship indicated by a negative sign on beta value. It can be stated that the more 

component that firm announce on sustainability report, the less reputation the corporate have. This in in-line 

with the argument that one of incentive of firm to disclose this suplementary report is to gaining reputation [20]. 

In other word, corporates who have a great reputation will lessen their item ublication of the sustainability report. 

Regarding to the proxy used to represent corporate reputation is price-based, it must be abundant  variables that 

take crusial part in determining the share price, for instant variables in investor side. Nevertheless, those variable 

are not considered in valuating the firm reputation. The result also speak that perhaps, investors in Indonesia are 

not higly concer on this report to make an investment decision making.  

 Moreover, there are distinct effects on control variabels to firms reputation based on seperation by two main 

sectors.  All of controls variables positively show a significant association to investment opportunity set in 

service sector. This demonstrates that in firm’s reputation in service sector are highly influenced financial 

performance, for instant leverage, size and profitability. Furthermore, in non-service sector, e.g. mining, 

manufacture, plantation and so on, indicates that the association between SRDI and IOS is not significant. In 

addition, leverage also shown insignificant relationhip to IOS. Those two variable have a negative relationship 

with the independent variabel. Meanwhile the other two control variables are demonstrating a positive 

significant relationthip with firm reputation.  

This study suffers from limitations that could be addressed in future work. Firstly, The sample used in this 

reseach quite small, only 24 firm listed in IDX, that probably causing the result cannot reflect the real situation, 

also cannot  be beneralized. Secondly, this study is only focusing on the quantity on sustainability report, while 
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the quality of of this suplementary report is negleted. Regarding to those limitations, it is suggested in future 

reseach to take into account those two crusial component of reseach.  
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