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    ABSTRACT

    Rising global dan local demands for corporate environmental accountability, revealing carbon emissions has emerged as a crucial element of transparency and sustainable practices. This study aims to analyze the influence of internal company characteristics that consist of company size, profitability, leverage and environmental management systems influence carbon emission disclosure within non-cyclical consumer sector firms listed on the Indonesia Stock Exchange (IDX) from 2020 to 2022.  By purposive sampling selected 110 data samples during 2020-2022. Multiple linear regression analysis was used to test the hypothesis with the help of SPSS software. The results showed that company size and environmental management systems positively affect carbon emission disclosure, while leverage negatively affect carbon emission disclosure. Surprisingly profitability has no effect on carbon emission disclosure. This indicates that environmental responsibility awareness is higher in larger companies and has implemented ISO 140001.
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INTRODUCTION


Environmental issues, particularly
carbon emissions, are increasingly becoming a key focus in global business
practices. Companies' disclosure of carbon emissions serves as a form of
accountability for the environmental impacts they cause, as well as a means to
build public trust and attract investors concerned with sustainability. As
environmental concerns gain momentum, a company's primary objective is no
longer solely focused on profit but must also consider other aspects, namely
people and the planet. By balancing these three aspects, companies can improve
the well-being of society and preserve the environment, ensuring that natural
resources remain available and can be managed by future generations (Nurhidayat
et al., 2020).


To reduce carbon emissions,
companies can disclose their carbon emissions in annual reports and
sustainability reports. Carbon emission disclosure builds trust among
stakeholders, thereby adding value for investors (Kurnia et al., 2020). By
disclosing carbon emissions, companies gain a positive public image as being
transparent. To date, there are no regulations in Indonesia regarding the
obligation to disclose carbon emissions. POJK No. 51/POJK.3/2017 only requires
companies listed on the Indonesia Stock Exchange (IDX) to submit sustainability
reports. Within these sustainability reports, there are several aspects, one of
which relates to the environment and carbon emissions. However, there is no
obligation for companies to disclose detailed information regarding carbon
emissions. What is required, among other things, is to explain economic,
social, and environmental obligations. 


Carbon emissions disclosure remains
voluntary, so there are various factors and considerations that encourage
companies to disclose carbon emissions. There are numerous perspectives
influencing this, one of which is the internal characteristics of the company,
including company size, profitability, leverage and environmental management
system. Company size, for example, can be seen from the extent of the resources
a company possesses, as reflected in its total assets. Larger companies tend to
have more adequate resources to manage and report carbon emissions, and are
under greater public and regulatory pressure to be transparent. In addition to
company size, profitability is also a strong factor driving carbon emissions
disclosure. With high profitability, companies have better financial capacity
in environmental reporting systems and tend to be better prepared to meet
stakeholder expectations. Research findings by (Larasati et al., 2020; Puspita
Rini et al., 2021) indicate that profitability variables influence carbon
emissions disclosure. However, it turns out that not all profitable companies
will disclose carbon emissions, as evidenced by the results of research by (Eka
Dewayani & Ratnadi, 2021; Kholmi et al., 2020; Sekarini & Setiadi, 2021)
which state that the profitability variable does not affect carbon emissions
disclosure. Additionally, other internal company characteristics related to
finance, such as leverage, also influence carbon emissions disclosure.
Leverage, which reflects a company's dependence on external funding, can
influence a company's tendency to disclose environmental information more
openly. Companies with high leverage may have an incentive to increase
transparency to reduce creditors' and investors' concerns about environmental risks
that could affect business sustainability.  Research conducted by (Dewi &
Agustina, 2023; Sekarini & Setiadi, 2021) shows that leverage influences
carbon emissions disclosure, while (Hariswan et al., 2022) found that leverage
does not influence carbon emissions disclosure. Carbon emissions levels in
companies must always be maintained, especially for the non-cyclical
consumption sector, which carries out significant production activities and
must pay attention to society and the environment. Therefore, this study
focuses on internal company characteristics, including company size,
profitability, and leverage, in relation to carbon emissions disclosure in Indonesia’s
non-cyclical consumer sector, a context rarely explored
compared to high-emission industries. By focusing on the 2020–2022 period,
it captures the unique dynamics of the pandemic and rising ESG pressures.
Unlike most prior studies that address sustainability disclosure broadly, this
research emphasizes carbon disclosure specifically, using
corporate characteristics (company size, profitability, leverage, environmental
management system) to provide fresh evidence relevant to
Indonesia’s commitment to Net Zero Emission 2060.


 


LITERATURE
REVIEW


Signaling, Legitimacy, and Stakeholder Theory


Signal theory,
legitimacy theory, and stakeholder theory are the theories underlying voluntary
disclosure. Signal theory emerged as a response to information asymmetry.
Companies seek to send positive signals to investors to enhance their
reputation and demonstrate that they are a more viable investment option than
other companies (Shehata, 2014). Voluntary disclosure, in this case carbon
emissions disclosure, is one signal that demonstrates that a company is worthy
of consideration as an investment destination because it is concerned about
recent environmental issues, particularly climate change. Legitimacy theory is
one of the foundations for voluntary disclosure, as is stakeholder theory.
Legitimacy theory puts forward the concept of a mutual agreement between
companies and the wider community, whereby the community grants companies the
right and authority to manage natural and human resources (Allam & Diyanty,
2020). Therefore, it is important for companies to obtain legitimacy from
the broader community, one of which is through environmental concerns reflected
in carbon emissions disclosure. Meanwhile, stakeholder theory explains the
relationship between companies and other stakeholders, where stakeholders are
not limited to investors. Company management must be able to identify who the
stakeholders are and their respective interests. This is because a company
cannot operate without the support of its stakeholders. One of the efforts made
by companies to meet the expectations of stakeholders is to provide complete
information, whether mandatory or voluntary. The more complete the information
provided, the more useful it will be in determining the strategies and
decisions of stakeholders. One piece of voluntary information that is currently
likely to be highly sought after by other stakeholders due to the issue of
climate change is the extent to which the company is involved in making the
world a better place. Carbon emissions disclosure is authentic evidence of a
company's commitment to environmental concerns that can be accessed by external
parties (Wahyuningrum et al., 2024).


 


Hypotheses
Development


Company
Size and Carbon Emission Disclosure


Company size is one of the
benchmarks for determining the scale of a company's operations. Company size can
also be seen from the amount of assets owned by the company. Larger companies
find it more advantageous to disclose their carbon emissions to the public (Abdullah et al., 2020). Meanwhile, smaller companies
prefer to increase their total assets rather than disclose their carbon
emissions first. Based on the above explanation, the following research
hypothesis can be formulated: 


H1:
Company size has positive affect on carbon emission disclosure 


 


Profitability
and Carbon Emission Disclosure


Align with the theory of legitimacy,
companies are given rights and authority by society to manage natural resources
and human resources (Allam &
Diyanty, 2020). Therefore, companies strive to gain a positive
perception in the eyes of society by acting in accordance with social norms,
values, and beliefs (Hrasky, 2012). Companies
with high profits are considered to have sufficient resources to contribute to
a better environment, one of which is by reducing carbon emissions, which are
communicated to stakeholders through carbon emissions disclosures in
sustainability reports. Some research results conducted by (Wahyuningrum et al., 2024) indicate that
profitability has a positive effect on carbon emission disclosure.


H2:
Profitability has a positive effect on carbon emission disclosure


 


Leverage
and Carbon Emission Disclosure


Leverage is one of the financial
indicators used to assess whether a company is able to finance its operational
activities with debt. Companies are often reluctant to disclose this
information and publish sustainability reports due to the high costs involved.
Companies with high leverage have a high level of responsibility to their
creditors to repay the debts they have borrowed. Companies with high leverage
levels are less likely to disclose carbon emissions because it would increase
costs (Sekarini & Setiadi, 2021).
Therefore, companies with low leverage levels are more likely to choose to
disclose carbon emissions to gain legitimacy from stakeholders and creditors.
Based on the above explanation, the research hypothesis can be formulated as
follows:


H3: Leverage has a significant
negative effect on Carbon Emission Disclosure


 


Environmental Management System and Carbon
Emission Disclosure


An EMS provides a structured
framework for organizations to identify, monitor, and manage their
environmental aspects, including greenhouse gas (GHG) emissions. By
systematizing environmental responsibilities, EMS enables firms to collect
reliable environmental data, track progress against environmental goals, and
improve the credibility and consistency of environmental disclosures.
Therefore, it is reasonable to expect that companies with EMS in place are more
likely to disclose detailed information about their carbon emissions.


H4: Environmental Management
System has positive effect on Carbon Emission Disclosure 
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METHODOLOGY


This study obtained
data samples from all non-cyclical companies listed on the Indonesia Stock
Exchange (IDX) from 2020 to 2022.
The sample selection used was purposive sampling that resulted 110 data samples.


 


Variable
Measurement


Dependent Variable


The dependent variable in this study is carbon
emissions disclosure, which is measured using an 18-item checklist by (Choi et al., 2013). Using content analysis, this
study analyzes whether there are 18 items in the annual report and/or
sustainability report of sample companies. This study used dummy variable,
where each disclosed item is scored 1, while undisclosed items are scored 0 and
then compute with this formula:


[image: Image]

Independent
Variables


The
independent variables were size, profitability, leverage and environmental
management system. Company size describes the wealth of the company,
represented by the total assets owned by the company. Meanwhile, profitability
describes the wealth of the total assets owned by the company in generating net
income. Leverage reflects the ratio of total debt to total equity in financing
the company's assets. Environmental Management System (EMS) is part of an
organization's management system that includes organizational structure,
planning, responsibilities, practices, procedures, processes, and resources to
develop, implement, achieve, and maintain environmental policies. The most
commonly used international standard for EMS is ISO 14001. For this purpose,
the measurement used is a dummy variable, where companies that have ISO 14001
are given a value of 1, while those that do not are given a value of 0.


 


RESEARCH
RESULT


Based on the testing conducted on a total of 110 data
samples, the following test results were obtained



    Table 1. Descriptive Statistics
    
        
            	
            	N
            	Minimum
            	Maximum
            	Mean
            	Std. Deviation
        

    
    
        
            	CED
            	110
            	0.06
            	0.78
            	0.3955
            	0.22515
        

        
            	SIZE
            	110
            	25.56
            	32.83
            	29.1825
            	1.56701
        

        
            	ROA
            	110
            	-0.21
            	0.60
            	0.0528
            	0.11486
        

        
            	LEV
            	110
            	-2.20
            	23.42
            	1.6513
            	3.15479
        

        
            	EMS
            	110
            	0.00
            	1.00
            	0.3727
            	0.48574
        

        
            	Valid N (listwise)
            	110
            	
            	
            	
            	
        

    



 


From
Table 1
above, the following conclusions can be drawn:


1.     
The average carbon emissions disclosure
rate is 39.55%.
This indicates that the level of carbon emissions disclosure in non-cyclical
companies is still low.


2.     
The average company size, proxied by total
assets, is 29.182 or equivalent to IDR
4,718,443,055,561.42.


3.     
The average profitability of companies
measured by ROA is 5.28%.


4.     
The average leverage is 1.6513, indicating
that debt financing in non-cyclical companies is higher than equity financing.


5.     
The average EMS is 37.27%. This indicates
that not many non-cyclical companies have been ISO 14001 certified.


 


Normality
Test


The
result of normality test in table 2 showed that a
sig. value greater than 0.05 indicates that the data used is normally
distributed.



    Table 2. Normality Test
    
        
            	One - Sample Kolmogorov - Smirnov Test
        

    
    
        
            	
            	Unstandardized Residual
        

        
            	N
            	110
        

        
            	Asymp.Sig.(2-tailed)
            	,200c,d
        

    



 


Autocorrelation
Test


The
result of run test in table 3 showed that a
sig. value greater than 0.05, so it can be concluded that this model does not
have an autocorrelation problem.



    Table 3. Autocorrelation Test
    
        
            	Runs Test
        

        
            	
            	Unstandardized Residual
        

    
    
        
            	Asymp.Sig.(2-tailed)
            	0.085
        

        
            	a. Median
        

    



Heteroskedasticity
Test


Table
4 showed that all
independent variables have values greater than 0.05, so it can be concluded
that there is no heteroscedasticity issue.



    Table 4. Heteroskedasticity Test
    
        
            	Coefficientsa
        

        
            	Variabel
            	Sig.
        

    
    
        
            	(Constant)
            	.154
        

        
            	SIZE
            	.564
        

        
            	ROA
            	.902
        

        
            	LEV
            	.527
        

        
            	EMS
            	.155
        

        
            	a. Dependent Variable: abs
        

    



Test
Multicolinearity 


Table
5
showed
that all independent variables have tolerance > 0.10 and VIF < 10, so it
can be concluded that there is no multicollinearity.



    Table 5. Multicolinearity Test
    
        
            	
            	Collinearity Statistics
        

        
            	
            	Tolerance
            	VIF
        

    
    
        
            	Constant
            	
            	
        

        
            	SIZE
            	.950
            	1.053
        

        
            	ROA
            	.920
            	1.087
        

        
            	LEV
            	.947
            	1.056
        

        
            	EMS
            	.936
            	1.068
        

    



 


Hypotheses Test



    Tabel 6. Hypotheses Test
    
        
            	Variabel
            	Coefficients
            	Sig.
            	Kesimpulan
        

    
    
        
            	(Constant)
            	-1.938
            	.000
            	
        

        
            	SIZE
            	.079
            	.000
            	Ha1 Accepted
        

        
            	ROA
            	-.171
            	.252
            	Ha2 Rejected
        

        
            	LEV
            	-.012
            	.024
            	Ha3 Accepted
        

        
            	EMS
            	.131
            	.000
            	Ha4 Accepted
        

        
            	R-Squared
            	
            	0.669
            	
        

        
            	Adj R-Squared
            	
            	0.426
            	
        

        
            	F-Sig
            	
            	0,000
            	
        

        
            	a. Dependent Variable: CED
        

    



Table 6 shows that the
adjusted R2 value is 0.426, meaning that 42.6% of carbon emissions
disclosure is explained by the independent variables tested, namely SIZE, ROA,
LEV, and EMS, while the remaining 57.4% is explained by other independent
variables outside the scope of this study. The F-test results show a value of
0.000 < 0.05, indicating that the model is suitable (fit) for testing. 


Table 6 also shows the
t-test results
of independent variables. SIZE (company size) has a significance of
0.000 < α = 0.05, with a positive coefficient of 0.079. This means that
company size has a significant positive influence on carbon emissions
disclosure. The results of this study indicate that company size can encourage
companies to disclose carbon emissions. ROA (profitability)
has a
significance value of 0.252 > α = 0.05, with a negative coefficient of
-0.171. This means that profitability does not significantly influence carbon
emissions disclosure, and the second hypothesis is rejected. The findings of
this study are consistent with the results of the study by (Sandy & Ardiana, 2023). LEV
(leverage) have a significance value of 0.024 < 0.05, with a negative
coefficient of 0.012. This indicates that leverage has a significant negative effect on
carbon emissions disclosure, thus accepting the third hypothesis and EMS
(Environmental Management System) have a significance value of 0.000 < 0.05,
with a positive coefficient of 0.131. This means that the environmental
management system has a significant positive effect on carbon emissions
disclosure, so the fourth hypothesis is accepted.


 


DISCUSSION


The research findings indicate that company size and the implementation of
an Environmental
Management System (EMS) through ISO 14001 have a positive and
significant effect on carbon emission disclosure. This result
can be explained through both stakeholder theory and legitimacy theory.
Larger companies generally have greater
visibility and are under closer scrutiny from external stakeholders such as
regulators, investors, customers, and society. Consequently, larger companies face stronger pressure
to demonstrate accountability for their environmental performance. By disclosing carbon
emissions, larger companies attempt to maintain legitimacy
in the eyes of stakeholders and reduce the risk of reputational damage. Additionally, based on legitimacy
theory, large-scale companies will also strive to gain public legitimacy by
disclosing carbon emissions. The results of this study align with the tests
conducted by (Dewi & Agustina, 2023; Sekarini
& Setiadi, 2021). Similarly,
the adoption of ISO 14001 signals that the firm has integrated systematic
environmental management practices, which enhances credibility and provides
assurance to stakeholders about the firm’s environmental responsibility. Companies that have implemented ISO
14001, an international standard for environmental management systems, tend to
disclose higher levels of carbon emissions because the certification encourages
greater transparency and accountability in environmental reporting. ISO 14001
requires organizations to systematically identify, monitor, and communicate
their environmental impacts, including greenhouse gas emissions, as part of
their commitment to continual improvement and regulatory compliance. These
findings are consistent with (Iswati & Setiawan,
2020; Putri & Yuliandhari, 2024)


In contrast, leverage
has a negative and significant effect on carbon
emission disclosure. The higher the debt level of a company, the more likely it
is that the company's primary focus is on repaying loans on time. Therefore,
companies with high debt levels are more likely to neglect voluntary
disclosures, such as carbon emissions disclosure, which clearly requires
significant costs. The results of this study align with (Ratmono, 2010).


Finally, profitability
shows no significant effect on carbon
emission disclosure. The findings of this study are consistent with the results
of the study by (Sandy & Ardiana, 2023).
This finding shows that it is not guaranteed that companies that are profitable
or unprofitable will disclose carbon emissions. Even companies with
high profitability may be reluctant to allocate resources for this if they do
not see direct benefits or pressure from regulators and investors. It is highly
likely that investors in non-cyclical companies are not predominantly foreign
investors, nor do non-cyclical companies primarily export goods as their main
sales. This is because foreign investors and companies exporting goods abroad
are typically more required to demonstrate that their products are
environmentally friendly. The results of this study align with those of (Florencia & Handoko, 2021; Primalia & Prasetio,
2025)


 


CONCLUSIONS AND RECOMMENDATIONS


Based
on the findings of this study, it can be concluded that internal company factors
have varying effects on carbon emissions disclosure. Company size and the
existence of an environmental management system have been shown to encourage
increased disclosure, indicating that aspects of capacity and environmental
awareness play an important role in emissions reporting practices. Conversely,
high leverage acts as a barrier for companies in disclosing such information,
while profitability has not been proven to have a significant influence. Profitability, however, does
not play a significant role.



These findings
suggest that larger companies with robust environmental management systems are
more likely to disclose their environmental impact transparently. However,
financial pressure that come from high leverage can hinder a company's
commitment to environmental disclosure. Therefore, companies, especially those
with high leverage, are encouraged to continue paying attention to carbon
emissions disclosure as a form of social responsibility and sustainability
strategy. Additionally, regulators should continue to promote the
implementation of environmental management systems to enhance environmental
transparency and accountability within the corporate sector. 


 


ADVANCED RESEARCH


For future research,
profitability can be positioned as a mediating variable linking carbon emission
disclosure to firm value. This is based on the notion that carbon emission
disclosure should not merely be seen as a cost to the company, but rather as a
potential source of value creation that enhances profitability, thereby
assuring investors that their investments are worthwhile.
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