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Abstract

Purposes: This research is aims to determine the relationship between the educational background
of the board of commissioners on the quality of the sustainability report in companies listed on the
Indonesia Stock Exchange.

Methods: Sources of research data consist of the annual reports, sustainability reports, global re-
porting websites (GRI), and Quacquarelli Symonds (QS) World University Ranking. The sampling
method used was side purposive, in order to obtain as many as companies that had met the criteria
to be used as research samples for 5 (five) years, 2015-2019 which is 258 companies. This study uses
a multiple regression model with a cluster by the firm from STATA 14 software to determine the
direction and magnitude of the influence of independent variables on the dependent variable.
Findings: This study found that the BOC educational background with undergraduate degree from
reputable university showed a positive and significant relationship towards sustainability report
quality. In contrast, educational background defined by level of education indicates insignificant
effect towards sustainability report.

Novelty: The role of BOC in Indonesia is to supervise the quality of the company’s report, therefore
those results indicate that top-level universities have a role to form character and concern for envi-
ronmental problems.
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INTRODUCTION

With social and environmental concerns gaining increasing importance, traditional
financial reporting, which primarily focuses on economic activities, is losing relevance. As a result,
there is a growing momentum for corporate reporting that provides a comprehensive view of
corporate performance considering the triple bottom line - economic, social, and environmental
aspects. This type of reporting is commonly known as corporate sustainability (CS) reporting or
triple bottom line reporting (Elkington, 1994). In today’s rapidly changing global economy, CS
reporting has emerged as a strategic tool for companies to ensure their growth and survival (Lo
and Sheu, 2007), as it helps foster positive relationships with stakeholders (Lourenco et al., 2012).
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Conducting activities guided by long-term sustainability has become a voluntary practice of great
importance for companies (Lacy et al., 2010), providing them with a competitive advantage over
their competitors (Porter and Kramer, 2006; Lourenco et al.,2012). Currently, the Global Reporting
Initiative (GRI) is widely recognized as one of the most accepted and standardized frameworks
for sustainability reporting, as supported by various studies (Brown et al., 2009; Marimon et al.,
2012; Laskar and Maji, 2016, 2017). GRI is known for its comprehensive, consistent, and reliable
approach in evaluating sustainability activities. As a result, in this context, corporate social (CS)
reporting, disclosure, and performance are often used interchangeably.

Since the early 2000s, the sustainability report is officially starting published by several
companies in parts of the world. In Indonesia, this trend began 2006 when PT Kaltim Prima
Coal published the report sustainability for the first time using GRI G2 guidelines. Sustainability
report increasingly popular published by the company as a communication tool to express how
development contributes to sustainability (Cantele et al. 2018; Tsalis et al 2018). From July Ist,
2018, companies in Indonesia started to produce sustainability reports using GRI Standards -
replacing the latest GRI G4. It offers flexibility for companies to update individual standards in
their fields. Since then, the number of companies that produce sustainability reports is increasing
over the year.

Different from the one-tier system of the board of directors applied in the US, Indonesia has
a two-tier system of the board of directors. The board consists of a supervising (or non-executive)
board (called the board of commissioners or BOC) and an executive board (or simply called the
board of directors). The Board of commissioners represents shareholders in a supervising board
of directors (BOD) activities, decisions, and performance. CSR disclosure is closely linked to
effective CSR management, with the board of commissioners playing a crucial role in monitoring
and supervising company performance (Rao & Tilt, 2016; Ibrahim & Hanefah, 2016; Choi, 2020).
As a corporate organ, the board of commissioners has the responsibility to ensure the company’s
compliance. Thus, when preparing a sustainability report based on GRI standards, it is under the
supervision of the Board of Commissioners.

However, the mere existence of sustainability reports does not guarantee an increase in the
quality of reported information (Junior et al., 2014). Studies by Simnett et al. (2009) show that
assurance of sustainability reports enhances their credibility and reliability, which contributes to
building corporate reputation. Previous research has also found that the quality of sustainability
reports is significantly impacted by the effectiveness of the board of commissioners (Astrid and
Sylvia, 2018). It is emphasized that the mere presence of commissioners is not sufficient; their
effective functioning is crucial for ensuring the quality of company reports. Bowers and Seashore
(1966) have argued that higher levels of education are associated with advanced technical and
managerial skills in managers. Similarly, a previous study on the Indonesian banking industry
has found a positive relationship between educational attainment of the board of commissioners
and CSR disclosure (Swardani et al., 2021). According to Swardani et al. (2021), the educational
background of the board of commissioners with diverse fields of expertise can provide more
detailed and transparent information on corporate responsibility, which encompasses not only
financial responsibility but also social responsibility towards the community, environment, and
long-term sustainability of the company.Additional tests indicate that the impact of educational
attainment on corporate social responsibility (CSR) disclosure is dependent on the ranking of
the universities from which the degrees are obtained, as well as the independence of the board
chairperson. However, having an MBA, accounting, or economics educational background has
no significant relationship with CSR disclosure (Prabowo et al., 2017).

According to the Resource-Based Perspective (RBP), companies can gain a competitive
advantage by effectively leveraging their scarce, valuable, and irreplaceable resources (Bowman
and Ambrosini, 2003; Kraaijenbrink et al., 2010; Lourengo et al., 2012). Therefore, companies
need to maintain positive relationships with stakeholders by disclosing their sustainability
activities through sustainability reports, which ensure transparency of these resources (Roberts,
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1992). High-quality sustainability reports demonstrate a company’s commitment to managing its
economic, social, and environmental impacts, and thus enhance transparency, which is crucial
for maintaining positive stakeholder relationships (Carrots and Sticks, 2013; Laskar and Maji,
2016).

There are various proxies to measure the BOC’s competence, such as experiences, networks,
managerial skills, and educational background. The last proxy can be considered an objective one.
Top universities and levels of education will contribute to one’s way of thinking and behavior.
Recent research in Chinese stated that CEO education on corporate environmental innovation
are driven by corporate green research and development investment, as well as environmental
responsibility (Zhou et al., 2021). In this context, the company’s investment in green research and
development, along with its commitment to environmental responsibility, play a crucial role in
influencing the relationship between CEO education and corporate environmental innovation.

Previous research in Chinese done by Zhou et al., (2021) examines how the CEO’
characteristics could be associated with globally corporate social responsibility (CSR) and specific
areas of CSR. Another research by Astrid and Sylvia (2018) examine the effects of stakeholder
pressure and corporate governance on the quality of sustainability report. There is still no research
in Indonesia that examines the correlation of the educational background of a company’s BOC
towards Sustainability Report Quality. This research is a novelty that will complement previous
research findings. This study gathered sample data of all listed companies on the Indonesia Stock
Exchange (IDX) for the year 2015 - 2019.

The objectives to be achieved in this research are to obtain empirical evidence on how
the board of commissioners’ educational background influences the quality of sustainability
reports done by the company. Consequently, this research makes several contributions to the
sustainability report quality literature. First, the findings are expected to serve information
that oversees the factors which affect the sustainability report quality of company listed in IDX
in the last 5 years. With the increasing awareness of the topic of sustainable development, the
results of this study can become a reference for companies when they want to appoint a board
of commissioners to monitor the quality of the company’s sustainability reports. Since the
sustainability report nowadays becomes one of the top concerns by many firms, the findings can
enrich the knowledge and can be used by the government as a reference when making a new
policy concerning sustainability reporting practices.

The structure of this paper is as follows: Part 2 is the literature review and hypotheses
development; Part 3 contains the explanation of the research methodology; Part 4 includes the
results and discussion; Part 5 is the conclusion, including limitations, and suggestions for this
research.

Resource Based View Theory

Barney (1991) proposed that organizations that possess resources that are valuable, rare, and
difficult to imitate or substitute can attain long-lasting competitive advantages. These competitive
advantages can result in superior organizational performance compared to rivals that lack similar
resources. The Resource-Based View (RBV) has been applied to conceptualize reputation and its
link to performance (Roberts & Dowling, 2002; Rumelt, 1987; Shamsie, 2003), where reputation
is defined as an organizational attribute and represented as a broad, multidimensional construct
whose value is determined by the interactions and interrelationships among various internal and
external attributes of the firm (Barney, 1991; Dowling, 2001).

In particular, the determinants of reputation are complex and often embedded within the
firm, and they may be associated with high ambiguity, making replication difficult and creating
opportunities for sustained profitability (Roberts & Dowling, 2002). As a result, reputation is
considered one of the most important resources for an organization (Hall, 1992). An intangible
resource in the form of knowledge is something unique, valuable, and difficult to replicate.
Companies need to have excellent human resources to support the company in implementing
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various policies. One of the most objective measures is to look at their educational background.
Although many previous studies have examined the effects of university reputation on various
things, there is still limited evidence on the relationship of the educational background of the
board of commissioners, especially from reputable universities to the quality of sustainability
reports.

Legitimacy Theory

Legitimacy theory is a theory that spurs companies to implement social performance.
Legitimacy theory focuses on the importance of community acceptance to ensure the survival
of a company (Singh et al., 1986). This theory also assumes that companies can only prosper
when they operate by community expectations (Gray et al., 1996). It also shows the relationship
between corporate social disclosure and community concern so that management must react
to community expectations and change (Juhmani, 2014). The Legitimacy Theory developed by
O’Donovan (2002) explains that a way for companies to survive (Going Concern) is to provide
something that is obtained from the community. Therefore, companies can implement social
performance in the form of CSR disclosures and environmental performance to get good
recognition from the public which can help companies capable of going concern. The application
of social performance also aims to gain legitimacy for the company on running its business, so
that it can make the public more respectful of the company and more interested in consuming a
product or service that results.

Sustainability Report Quality

According to PWC (2012), a sustainability report (SR) is a practice that involves
measuring, disclosing, and being accountable to both internal and external stakeholders,
showcasing a company’s performance in relation to sustainable development goals. In Indonesia,
the government does not mandate companies to issue SRs, making SR disclosure a voluntary
practice. The objective of SR disclosure is to demonstrate a company’s commitment to social and
environmental responsibility in promoting sustainable development (Utama & Mirhard, 2016).
The community’s perception of the company depends on whether it can establish a mutually
beneficial relationship with the environment. It is not just about following trends or demonstrating
concern for the external environment, but also having a clear vision and mission to contribute
to the development and enhancement of the environment and social sustainability. By issuing
an SR, a company conveys its dedication to maintaining environmental balance, sustainability,
minimizing social inequalities, and promoting economic prosperity within the community
(Isnalita & Narsa, 2017).

Ideally, the sustainability report focuses on relevant issues in the context of a sustainable
economy, social, firm environment, and all of the stakeholders. The most recent standard used
was GRI Standards that effective immediately in Indonesia from July 1st, 2018 replacing the GRI
G4. In general, there is no much difference when it comes to the content itself. The main difference
is in the structure. The new GRI Standards separate the guidelines in a modular structure so it is
easier for the company to update individual standards in their field of sustainability.

Educational Background of Board of Commissioners

One of the important considerations in job promotion and employee remuneration is
education. Hambrick (2007) shows that characteristics such as educational background could
explain the firm performance according to the premise of bounded rationality which was
previously studied by Cyert and March (1963).

The performance of a university is very dependent on reputation, a prestigious and well-
known university is proven to have the highest performance in all aspects (Roxana-Diana Baltaru,
2019). Keith (2001) stated an underlying argument that good students self-select into reputable
universities, employers give higher credit to graduates from prestigious universities, and last but
not least, reputable universities continue to benefit from the historical networks and affiliations
with other high-performing High Education Institutions (HEI). A recent study also stated that
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CEOs holding degrees from prestigious domestic universities perform significantly better than
those without such qualifications (Darmadi, 2013). An objectives way to measure reputable
universities is to look into the world university ranking. The author uses Quacquarelli Symonds
(QS) World University Ranking as the proxy. The QS ranking is viewed as one of the three
most widely read university rankings in the world. According to Alexa Internet, it is the most
widely viewed university ranking worldwide. For hypothesis 2, Another precursor in measuring
educational background is the attainment of educational level. A good level of education has
significance in raising the managers’ prestige hence enabling them to give out optimum decisions
(Certo 2003). Previous studies have found that CEOs with higher levels of education tend to
exhibit stronger innovation and managerial skills (Lin et al., 2011). Education level is often used
as a measurable characteristic to predict the strategic behavior of top managers (Hambrick and
Mason, 1984). Specifically, research conducted by Papadakis and Barwise (2002) and Carpenter et
al. (2004) showed that the level of education of top managers does indeed impact their decision-
making approach.

H,: There is an association between degree from reputable universities of BOC’s and sustain-
ability report quality.

H,: There is an association between the education level of BOC’s and sustainability report
quality.

METHODS

The research focused on all of the companies in Indonesia listed in IDX from 2015 to 2019
that have published a sustainability report. During the period from 2015 to 2019, companies
focused on social and environmental responsibilities. This period can be considered an era in
which sustainability reporting increasingly became the center of attention for various companies.
Throughout this period, many organizations became aware of the importance of going beyond
purely economic objectives and began prioritizing social and environmental responsibilities. All
of the industrial sectors are selected to give better results to describe the relationship between the
Board of Commissioners’ educational background and sustainability report quality. The initial
population used in this research is 409 companies. The sample in this study was selected through
the purposive sampling method which aims to obtain a representative sample and by the criteria
predetermined by the researcher. The total sample selected for this research is 258 observation.
The following are the criteria used in sample selection, including:

1. All of the listed companies on the Indonesia Stock Exchange for the years 2015 - 2019.

2. Company has information and data that are related and relevant to the variables used in this
research.

3. Company releases sustainability report in the year of 2015 - 2019.
Operational Variables Measurement

This research uses secondary data to get information about the Board of Commissioners’ (BOC)
educational background and sustainability report quality of the companies that are listed in IDX,
also university rankings measured by QS world university ranking. The needed data, namely
annual report, sustainability report, global reporting websites (GRI), and Quacquarelli Symonds
(QS) World University Ranking. It obtains directly from Database of idx.co.id, Website of the
company, Database of topuniversities.com, and Database of globalreporting.org. According to the
Global Reporting Initiative (GRI), a Sustainability Report (SR) is a description of activities in the
form of reports issued by companies regarding the economic, social, and environmental impacts
caused by company activities. SR is used as the dependent variable in this study and is proxied
based on the Sustainability Report Disclosure Index (SRDI). SRDI assesses social responsibility
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Variable Definition Source

Dependent Variable

CSRD CSRJj = ¥ Xij Nj CSRIj: the index of corporate social ~Sustainability
responsibility X Xij: total items disclosed by the firm Report
Nj: number of disclosure items according to GRI

Independent Variable

BOC_RANK University rankings in year t and related them to Annual Report, QS
the total number of universities considered in the World University
indicator, then multiplied it with -1 Rank

BOC_LEVEL BOC_LEVEL =Y. (Score S1+ Score S2 + Score S3) Annual Report

Number of commissioners

Control Variable

ROA Net income (net income) by the company’s assets as  OSIRIS
a whole (total assets)

FIRMSIZE Natural logarithm of total assets OSIRIS

LEV Total debt divided by total assets OSIRIS

according to GRI criteria. In this study, the author uses GRI G4 guidelines for the 2015 - 2017
period, and the GRI Standards for the 2018 - 2019 periods were used.

The GRI G4 Guidelines reveal a total of 91 items from all categories. There is a slight change
to the GRI Standard where the maximum pound of the disclosure will be measured per category
so that one category will differ from one another in the calculation. The Sustainability Disclosure
Index (SDI) for each company is calculated by adding the total disclosure score of all indicators
divided by the maximum possible points, namely 91 for GRI G4, and for GRI Standard the
maximum points are adjusted according to the disclosure category.

The formula for SRDI calculations is as follows:

SRDI=n/k
Information:
SRDI = Sustainability Report Disclosure Index
N = Number of Items Disclosed by the Company
K = Number of Items Expected

BOC educational background defined by University Rank (BOC_RANK) is the university
background of the board of commissioners ranked based on the QS World University Rank. We
examined the university rankings in year t and related them to the total number of universities
considered in the indicator. The measurement of the ranking is multiplied by -1. It has to
multiplied by -1 because the higher the university ranking number means it positioned in lower
rank, and vice versa. This study analyzes the ranking made by the QS World University Ranking,
in order to see whether the results of the university ranking correlated with sustainability report
quality.

This research measures the BOC’s educational background defined by the Level of
Education attended in University. Data are collected from the company’s annual report. There
are 3 levels on Indonesia university systems, Sarjana at the undergraduate level (Sarjana Strata
1 - S1), graduate-level (Sarjana Strata Dua - S2, commonly called Magister), and doctoral level
(Sarjana Strata 3 — S3, commonly called Doktor). The type of the measurement of proxy level of
education is using ratio.

The author assumes that a higher education level led to a better judgment made by the
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BOC_LEVEL = Y (Score S1+ Score S2 + Score S3)
Number of commissioners

BOC. This study analyzes the level of education to see whether the result correlated with the
sustainability report quality.

Control variable is used to assure that there is no single variable which can explain the
dependent variable is omitted in the research. There are several control variable used in this
research, such as Firm Size (FIRMSIZE) which measured by natural logarithm of total assets,
Leverage (LEV) which measured by total debt divided by total assets, Return on Assets (ROA)
which by dividing net income (net income) by the company’s assets as a whole (total assets).

The research utilized various analysis techniques, including descriptive statistics, Pearson
correlation test, and independent t-test, with multiple regression model being employed to
examine the relationship between the educational background of the board of commissioners
and the quality of sustainability reports. Multiple regression analysis is conducted using 2 fixed
effect variables, namely annual fixed effect and industry fixed effect. These fixed effect variables
help ensure that the analysis results are not influenced by unobserved heterogeneity that may be
present in the data. Prior to data analysis, each variable in the data was winsorized to mitigate
the impact of potential outliers, as the data distribution in this research may contain a significant
number of outliers. Winsorizing the data only modifies the behavior of data and addresses issues
caused by outlier data, such as biased data and transcription errors, among others (Kettaneth et
al,, 2005).The regression model used in this research are:

Hypotheses (1):

CSRD, = f0 + f1IBOC_RANK|, + 2LEV, + P3ROA, + P4SIZE,  + P5Industry Fixed Effect +
p6Year Fixed Effect, + ¢

Hypotheses (2):

CSRDit = f0 + BIBOC_LEVEL, + B2LEV, + B3ROA, + P4SIZE, + BSIndustry Fixed Effect, +
p6Year Fixed Effect, + ¢

RESULTS AND DISCUSSION

The data utilized in this research is unbalanced, meaning that the distribution or proportion
of data points among different categories or groups is not equal. The distribution of company
samples by year, namely 258 research samples from 2015 to 2019. Distribution with the least
frequency was 2016 with 26 companies, and in contrast, most frequencies were obtained in 2019
as many as 66 companies. Whereas in other years, the sample distribution shows several different
numbers, namely in 2015 amounted to 59 companies, 2017 amounted to 56 companies, and 2018
showed 51 companies. Table 1 shows the descriptive statistics of 258 companies used in this study.
Descriptive statistics in statistics terminology is aimed to give general information about variables
used in this research i.e. Sustainability Report Quality (CSRD), BOC educational background
measured by university rank (BOC_RANK), BOC educational background measured by the

Table 1. Descriptive Statistics

Mean Median Minimum Maximum
CSRD 0.471 0.480 0.000 1.000
BOC_RANK -3.930 -4.354 -9.571 0.000
BOC_LEVEL 2.074 1.571 0.167 128.750
ROA 0.113 0.088 -1.621 1.400
FIRMSIZE 23.463 23.546 18.627 26.587
LEV 0.171 0.167 -0.492 1.362
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Table 2. Pearson Correlation
CSRD BOC_RANK BOC_LEVEL ROA FIRMSIZE LEV
CSRD 1.000

BOC_RANK 0.145" 1.000
(0.020)
BOC_LEVEL -0.090 0.052 1.000
(0.149) (0.405)
ROA 0.091 -0.163™ 0.001 1.000
(0.145) (0.009) (0.986)
FIRMSIZE 0.237" -0.116' -0.098 0.086 1.000
(0.000) (0.063) (0.116) (0.169)
LEV -0.059 0.061 -0.099 -0.506™ 0.151" 1.000
(0.347) (0.329) (0.113) (0.000) (0.015)

p-values in parentheses
*p < 0.1, % p < 0.05,* p < 0.01

level of education (BOC_LEVEL), firm size (FIRMSIZE), leverage (LEV), and return on assets
(ROA). The information given by descriptive statistics is about the mean, median, minimum and
maximum value of each variable.

Sustainability Report Quality (CSRD) is the result of the SRDI calculation model, the results
find that Sustainability Report Quality (CSRD) has a maximum value of 1.000, a minimum value
of 0.000, and an average value of 0.471. In the BOC variable educational background defined
by university rank (BOC_RANK) which is the result of the ranking taken from the QS World
University Ranking, it shows a maximum value of 0.000, a minimum value of -9.571, and a mean
value of -3.930. Whereas, BOC variable educational background defined by the level of education
(BOC_LEVEL) shows a maximum value of 128.750, a minimum value of 0.167, and a mean value
of 2.074. ROA shows a maximum, minimum, and mean of 1.400, —1.621, and 0.113. FIRMSIZE
shows a maximum, minimum, and mean of 26.587, 18.627, and 23.463. LEV shows a maximum,
minimum, and mean of 1.362, -0.492, and 0.171.

Table 2 above is a Pearson Correlation table. Pearson’s correlation test is parametric which
generates a coefficient that is useful for measuring the correlation and direction of the linear
relationship between two variables (Latan, 2014; Zhou et al., 2017). The significance level is shown
with an asterisk symbol (*) on its coefficient. The amount of asterisk depends on the significance
level of the relationship between two variables. Single asterisk means the relationship is significant
in the level of 10%, the double asterisk means its significant in the level of 5% and triple asterisks
mean it is significant in the level of 1%.

In the table below, the variables related to Sustainability Report Quality (CSRD) as the
main proxy for this study are BOC educational background defined by University Rank (BOC_
Rank), and Firm Size (FIRMSIZE) while the remainder does not show a significant relationship
to Sustainability Report Quality (CSRD). A different relationship is seen in BOC educational
background defined by University Rank (BOC_RANK) with other variables, namely, there
is a relationship with Return on Asset (ROA) and Firm Size (FIRMSIZE) while the rest shows
no relationship. On the other hand, our independent variables, BOC educational background
defined by University Level (BOC_LEVEL) do not show any significant relationship towards any
other variables.

According to Tabel 3, it can be observed that the educational background of BOC (Bank
of Commerce) employees, as defined by their university rank, exhibits a positive association with
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Table 3. Multiple Regression Model Result

(1) (2)
CSRD CSRD
BOC_RANK 0.014%*
(3.55)
BOC_LEVEL -0.064
(-1.27)
ROA 0.001 0.000
(0.82) (0.35)
FIRMSIZE 0.041™ 0.037™
(4.31) (3.84)
LEV -0.067 -0.074
(-1.14) (-1.24)
Industry Effect Yes Yes
Year Effect Yes Yes
_cons -0.423" -0.384
(-1.92) (-1.71)
r2 0.101 0.071
r2_a 0.184 0.189
N 258 258

t statistics in parentheses
*p<0.1,* p<0.05 ** p<0.01

the quality of their Sustainability Report (CSRD). The coefficient for this relationship is calculated
to be 0.016, with a high level of statistical significance at the 1% level. This implies that Hypothesis
1, which posits that a higher university ranking is correlated with an increase in the quality of the
sustainability report, is supported by the findings.

Meanwhile, it can be seen that the analysis of the data reveals that there is no significant
association between BOC employees” educational background defined by the level of education
and the quality of their sustainability reports. This implies that Hypothesis 2, which suggests
that the level of education is not correlated with sustainability report quality, is not supported
by the findings, and therefore, is rejected. The results suggest that factors other than the level of
education, such as mandatory reporting requirements and the attention given to sustainability by
company commissioners, may play a role in shaping the quality of sustainability reports in BOC.

Discussion

The results suggest that BOC employees with a higher university rank tend to produce
sustainability reports of higher quality. This may be indicative of the impact of education on the
skills and knowledge of employees, which in turn influences the quality of their work. Employees
who have obtained higher education from prestigious universities may possess a greater
understanding of sustainability concepts, reporting standards, and best practices, which can
positively affect the quality of their sustainability reports. This study further confirms previous
research which states that the educational background of the board of commissioners affects CSR
disclosure. As research has been proven by Astrid and Sylvia (2018) which states that the ability
of good commissioners will guarantee the quality of the company’s sustainability reports. It is
very likely because BOC who graduated at the top rank university have more understanding and
awareness about the quality of Sustainability Report Quality.
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The analysis indicates that BOC employees’ educational background defined by the level
of education does not exhibit a significant association with the quality of their sustainability
reports. These results suggest that other contextual factors, such as regulatory requirements and
organizational practices, may have a stronger influence on sustainability report quality in the
context of BOC. It underscores the need for a holistic approach that considers various factors
when aiming to enhance sustainability reporting practices in organizations, and highlights the
evolving nature of sustainability reporting in Indonesia. In Indonesia, sustainability reporting
is not yet mandatory for companies, which means that it may not receive the same level of
attention and emphasis from company commissioners as other reporting requirements. This
could potentially explain the lack of significant association between the level of education and
sustainability report quality, as education alone may not be the sole determining factor in shaping
the quality of sustainability reports in the context of BOC.

CONCLUSIONS

This research is aimed to analyze the association between BOC’s educational background
as the supervisory board for company reports and sustainability report quality. BOC’s educational
background defined by university rank is significant and positively associated with sustainability
report quality. It means that commissioners who graduate from a higher rank of university
will result in higher sustainability report quality. It is because the role of BOC in Indonesia is
to supervise the quality of the company’s report, therefore those results indicate that top-level
universities have a role to form character and concern for environmental problems. From the
overall conclusions above, this study contributes to the development of the literature regarding
the relationship between BOC’s educational background as measured by the QS World University
Ranking on sustainability report quality. This study also contributes to the literature on the area
that influences sustainability report quality. For policymakers, it is crucial to carefully select
employees with a higher educational background, particularly from reputable universities, when
building a team responsible for sustainability reporting. This can significantly contribute to the
production of high-quality sustainability reports that align with the organization’s sustainability
goals, stakeholder expectations, and industry best practices.

The author acknowledges certain limitations in this study, including the small sample
size due to the fact that less than 10% of companies in Indonesia registered in IDX adhere to
sustainability reporting according to applicable standards. As a result, it was not possible to
include these companies in the sample to minimize bias in the external audit of the sustainability
report disclosure variable. Furthermore, the proxy for educational background used in this
study is limited to university rank and level of education, which could be further improved by
incorporating commissioners’ degrees related to sustainable business issues.

Recommendations from this research are directed towards practitioners and other
relevant stakeholders, both internal and external. These recommendations include considering
the university ranking and educational background in the selection of board of commissioners
to promote transparency and enhance sustainability reporting practices, while also preventing
potential manipulative actions within the company.
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