
JASF Journal of Accounting and Strategic Finance 
Vol.1 No.02 November 2018, pp. 109-121 

ISSN 2614-6649 (online) 
http://jasf.upnjatim.ac.id 

THE EFFECT OF DISCLOSURE OF SUSTAINABILITY REPORT ON FINANCIAL 
DISTRESS WITH COMPANY PERFORMANCE AS INTERVENING VARIABLES 

Dian Oktarina1 

1Accounting Program, Sekolah Tinggi Ilmu Ekonomi Perbanas Surabaya, Jl. Nginden Semolo 

No.34-36, Ngenden Jangkungan, Sukolilo, Surabaya, Jawa Timur 60118   

Received: November 09, 2018. Revised: November 29, 2018. Accepted: November 30, 2018 

Abstract 
This study examines the effect of sustainability report disclosure on financial distress with 
company’s performance as an intervening variable. Company’s performance measured by 
Return on Assets (ROA). Sustainability report disclosure that used in this research were 
economic, environment, labor practices and decent work, human right, product responsibil-
ity, society. The population of this study is non-finance and banking companies listed at 
IDX. Sample of this research were 29 non-finance and banking companies listed in IDX 
during 2012-2016. This research used multiple linier regression and logistic regression 
method for testing hypothesis. The results of this research showed that on first model, sus-
tainability report disclosure doesn't affect the company’s performance. Second model 
showed that, public responsibility aspect of sustainability report disclosure has negative 
effects on financial distress. The last model showed that company’s performance doesn’t 
affects the financial distress. Therefore, company’s performance can’t be used as an inter-
vening variable. The implications of this study theoretically can provide evidence of the the-
ory being tested related to the effect of sustainability report disclosure on financial distress 
with company’s performance as an intervening variable. Practically, this research is ex-
pected to be able to give an overview of the importance of sustainability reports disclosure 
to be made and published periodically by the company because this is considered to im-
prove the performance of the company which will minimize or prevent companies from fi-
nancial distress. 
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INTRODUCTION 
This year's world economy is indeed in turmoil after America and China were involved in a trade 
war. This caused the Turkish Lira exchange rate to plummet due to sanctions to increase tariffs on 
imports of steel and aluminium by Americans (Prasongko, 2018). These conditions affected the 
psychology of the domestic market, which resulted in rupiah exchange rate volatility. The eco-
nomic crisis also has an impact on the stability of companies in Indonesia. The instability of the 
company's condition makes companies experience financial difficulties or commonly called finan-
cial distress. 

 Financial distress is a company financial condition that experiences a continuous and con-
tinuous decline (Oktarina, 2018). If this condition continues, the company will gradually go bank-
rupt. Bankruptcy can be minimized and predicted by the company's management. Various things 
and efforts are made by management so that the company continues to run properly until the time 
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that is not determined without experiencing financial distress. One of the efforts made by manage-
ment to minimize the occurrence of financial distress is to improve company’s performance which 
is usually seen in the company's financial ratios. The ratio that is usually used to measure compa-
ny’s performance is the return on assets ratio (ROA). The higher or better the performance of the 
company, it can be said that the company's income is higher which indicates the company has 
good finance so the possibility of a small financial distress. 

 Financial conditions only are not enough to predict or minimize the occurrence of financial 
distress. This is due to the demands of the company's stakeholders who want to know more than 
just the company's performance on financial aspects, but also on non-financial aspects such as the 
environment and social. Therefore, there is a new form of report that must also be disclosed by the 
company to report on the company's non-financial activities. The report is a sustainability report 
or commonly called a sustainability report (Manisa & Defung, 2017). 

 Sustainability hassle is a form of corporate responsibility towards its environment. The im-
plementation of these responsibilities must pay attention and respect the cultural traditions of the 
people around the company's location (Manisa & Defung, 2017). Sustainability report is a concept 
that the company has a responsibility towards consumers, employees, shareholders, communities 
and the environment in all aspects of the company's operations. Implementation of sustainability 
report will give an impact on the sustainability of the company which is expected to improve the 
performance. So that, it can attract investors to invest their funds in the company. Thus, compa-
nies will get a lot of funds from investors, especially for company operations and minimized fi-
nancial distress. 

 This is in accordance with the signal theory which states that companies need important 
signals from any factors both financial and non-financial information of the company related to 
company’s performance so that the company can minimize and even prevent financial distress in 
the company. In addition, based on agency theory, managers as agents must run the company well 
in accordance with the mandate of investors as principals to produce good corporate performance. 
This may lead company to avoid financial distress. Stakeholder theory also supports that corporate 
managers are fully responsible for improving company’s performance to prevent companies from 
going bankrupt. Therefore, corporate managers also need to know what things or factors can mini-
mize and even prevent financial distress. 

 Some of the previous studies from Manisa & Defung (2017), Fadila (2016), and Sidharta 
& Juniarti (2015), stated that sustainability report influenced company’s performance, while re-
search conducted by Mustafa & Handayani (2014) stated that sustainability report did not affect 
the company's performance. Previous research related to the influence of company’s performance 
on financial distress are Oktarina (2017, 2018) and Ellen & Juniarti (2013) researches, which 
states that company’s performance influences financial distress, while Lakshan and Wijekoon's 
(2013) research states that company’s performance does not affect financial distress. Previous re-
search used as the basis of research related to the effect of sustainability report on financial dis-
tress is research from Fathonah (2016) which states that sustainability report influences financial 
distress, while research from Ellen & Juniarti (2013) states that sustainability report does not af-
fect financial distress. 

 The inconsistency of previous research results is the reason for conducting research related 
to the sustainability report effect on financial distress with the company's performance as an inter-
vening variable. Company’s performance determination used as an intervening variable in this 
study because there is a foundation from previous research which states that indirectly company’s 
performance can bridge the effect of sustainability report on financial distress which in the previ-
ous research was examined separately the effect of sustainability report on company’s perfor-
mance, company’s  performance on financial distress and sustainability report on financial dis-
tress. Therefore, to prove whether the company's performance can be used as an intermediary for 
the influence of the sustainability report on financial distress, this research is important to do espe-
cially for non-financial and banking companies listed on the Indonesia Stock Exchange that issue 
sustainability reports throughout the 2012-2016 period. In addition, this research is expected to 
provide an overview of the importance of sustainability reports and published it periodically to 
improve company’s performance which will minimize or prevent companies from experiencing 
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financial distress.  

 This study was based on four theories, 1) the signalling theory, 2) agency theory, 3) stake-
holder theory, and 4) legitimacy theory. Signalling theory is concerned with how to overcome 
problems that arise from information asymmetry in social rules. This shows that information 
asymmetry can be reduced if the party who has information can send a signal to the parties con-
cerned. A signal can be an observable action, or an observed structure, which is used to show the 
hidden characteristics or quality of the signaller (Ulum, 2016). Signal delivery is usually based on 
the assumption that it must be advantageous to the signaller (An et al, 2011). Information influ-
ences the decision-making process of individuals in the household, business, and government. In-
dividuals make decisions based on freely available public information and personal information 
available only to certain groups (Connelly et al, 2011). 

 Information published as an announcement will signal investors in making investment de-
cisions (Jogiyanto, 2013). If the announcement contains a positive value, it is expected that the 
market will react when the announcement is received by the market. When information is an-
nounced, and all market participants have received the information, market participants first inter-
pret and analyze the information as good news or bad signal. Based on signalling theory, compa-
nies need important signals from any factors, including non-financial information contained in the 
sustainability report, which will improve company’s performance so that they can minimize and 
even prevent financial distress in the company. 

 The agency theory proposed by Jensen and Meckling in 1976 is a theory used to explain 
the relationship between the agent (who receives authority) and the principal (the authority) so 
that the company's goals can be achieved optimally (Mustafa & Handayani, 2014). The main prin-
ciple of this theory states that there is a working relationship between the party giving authority 
(investor) and the party who receives the authority (manager). This shows that the agency relation-
ship is a contract where one or more people (principals) involve other people (agents) to perform 
several services on their behalf that involve part of the decision-making authority to the agent. 
Based on agency theory, the manager as an agent must run the company in accordance with the 
mandate of the investor as principal to produce good corporate performance. 

 Stakeholder theory states that all stakeholders have the right to be provided with infor-
mation about how organizational activities influence stakeholders even when stakeholders choose 
not to use that information and even when stakeholders cannot directly play a constructive role in 
the survival of the organization (Deegan, 2004). The main objective is helping corporate managers 
understand the stakeholder environment and managing it more effectively between the existence 
of relationships in the corporate environment. A broader goal is to help corporate managers in-
crease the value of stakeholder activities and minimize losses to stakeholders. 

 Based on this theory, corporate managers are fully responsible for improving company’s 
performance so that it can prevent companies from going bankrupt. Therefore, corporate managers 
also need to know what things or factors can minimize and even prevent financial distress. The 
thing that underlies the legitimacy theory was put forward by Shocker and Sethi in 1974 (as cited 
in Ghozali & Chariri, 2007) is the "social contract" that occurs between companies and communi-
ties where companies operate and use economic resources. The concept of a social contract is: 

 "All social institutions are no exception, companies operate in the community through so-
cial contracts, both explicit and implicit, where survival and growth are based on end results 
which can be socially provided to the wider community and distribution of economic, social or 
political benefits to groups according to the power owned. "This legitimacy theory explains the 
relationship between sustainability report on company’s performance and financial distress. Figure 
1 illustrates the relationship of grand theories to the variables studied. 

 Based on figure 1, several research hypotheses can be constructed. Sustainability report is 
a non-financial report that contains activities or things that have been done by the company as a 
form of corporate concern with the environment and surrounding communities (Manisa & Defung, 
2017). In the report there are six aspects that need to be fulfilled or reported by the company: eco-
nomic, environmental, employment aspects and the convenience of work, human rights, society, 
responsibility for the product. Based on the signalling theory, companies will provide signals to 
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the public, especially the potential investors. The investors then want to invest their funds into the 
company, so that it can improve company’s performance. In addition, based on stakeholder theory, 
companies also have an obligation to report on the company's financial and non-financial activities 
to show the company's performance.  

 

 

 

 

 

 

  
  Source: Data processed 

 Notes: 

 a: Signalling Theory 

 b: Agency Theory 

 c: Stakeholder Theory 

 d: Legitimacy Theory 

 Proof of this theory has been carried out by many researchers. Some researchers who have 
successfully proven this theory are Manisa & Defung (2017), and Fadila (2016). The results of the 
study stated that sustainability report disclosure influenced company’s performance. Based on this, 
the hypothesises are: 

H1. Economic aspects affect company’s performance 

H2. Environmental aspects affect company’s performance 

H3. The aspects of employment and work comfort affect the company's performance 

H4. The aspect of human rights affects the company's performance 

H5. The aspect of society influences company’s performance 

H6. The aspect of responsibility for the product affects the company's performance 

 The disclosure of the sustainability report by the company through the company's official 
website is one way for companies to improve company’s performance through the non-financial 
side. This can be said because companies that carry out sustainability disclosures in other words 
more disclosures on non-financial aspects will attract investors to invest their funds in the compa-
ny. Investors will assume that companies always pay attention to their environment (stakeholders) 
well. Increasing investor's good view of the company makes investors invest their funds in the 
company so that the company can continue to operate smoothly without having to experience fi-
nancial distress which will lead to bankruptcy. 

 This has also been revealed to stakeholder theory which states that companies must pay 
attention to their stakeholders, namely by revealing reports of activities that have been carried out 
by the company both financial and non-financial aspects. In addition, the legitimacy theory also 
states that companies must pay attention to the social environment because based on regulations 
made by the government in Law no. 40 of 2007 concerning limited liability companies on points 
of corporate social responsibility. 

 Proof of this theory has been carried out by many researchers. One of these researchers 
who have successfully proven this theory is Fathonah (2016). The results of the study stated that 
sustainability report disclosure influenced financial distress. Based on this, the hypotheses are: 

H7. Economic aspects affect financial distress 
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H8. Environmental aspects affect financial distress 

H9. The aspects of employment and work comfort affect financial distress 

H10. The aspect of human rights affects financial distress 

H11. The aspect of society influences financial distress 

H12. The aspect of responsibility for the product affects financial distress 

 Financial distress is a condition where the company experiences financial difficulties 
(Oktarina, 2018). If left unchecked, then this condition will have a bad impact on the company 
which will lead to bankruptcy (Oktarina, 2017). Basically, financial distress occurs long before the 
company experiences financial difficulties. This can be detected earlier by using company finan-
cial ratios that reflect a condition of company’s performance. The continued good performance of 
the company will not make the company experience financial distress and even bankruptcy. Sig-
naling theory, agency theory, and legitimacy theory also state that companies must continue to 
improve company’s performance through both financial and non-financial aspects so that compa-
nies will not experience financial distress which will lead to bankruptcy. 

 Proof of this theory has been carried out by many researchers. Researchers who succeeded 
in proving the theory were Oktarina (2018, 2017), Ellen & Juniarti (2013), and Lakshan & Wi-
jekoon (2013). The results of the study state that company’s performance affects financial distress. 
Based on this, the hypothesis is: 

H13. Company’s performance affects financial distress 

 

RESEARCH METHODS 

Research Design 

This study is a hypothesis testing research that aims to test hypotheses and explain phenomena in 
the form of relationships between variables (Sugiyono, 2011). This research is included in quanti-
tative research, namely systematic research on phenomena and the relationship between sustaina-
bility report disclosure variables, company’s performance, and financial distress. When viewed 
from the data, this study includes research using secondary data obtained indirectly through sever-
al websites including IDX and GRI. The time dimension used in this study is the time series start-
ing from 2012-2016. 

Operational Definition and Variable Measurement 

The following is an explanation or definition and measurement of the variables used in this study: 

Financial distress 

In this study financial distress is measured using an ordinal scale which is included in the category 
variable with two categories namely zero and one category, where the zero category for compa-
nies that do not experience financial distress while the one category for companies that experience 
financial distress. Based on research from Oktarina (2018), the determination of the company ex-
periences financial distress if: 1) For two years or more experienced negative net income. 2) For 
more than one year no dividend payment was made. 

Company’s Performance 

Company’s performance is a description of the condition of a company that is analyzed through 
financial analysis tools to find out the good and bad financial condition of a company which can 
then describe the work performance of a company in a certain period (Mustafa & Handayani, 
2014). In this study using measurement of company’s perfomance with Return on Assets (ROA). 
The following is the formula to look for ROA: 

ROA = Profit after tax / Total assets …………………………………………………………… (1) 
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Sustainability report disclosures 

The sustainability report disclosure using GRI G4 includes six aspects that must be disclosed: eco-
nomics, environment, employment practices and work convenience, human rights, society, and 
responsibility for products. This variable is measured through the Sustainability Report Disclosure 
Index (SRDI). From the six aspects of Sustainability report disclosure, there were 91 items which 
were then adjusted to each company. SDRI calculations are performed by giving one if one item is 
disclosed, and zero if not disclosed in the existing report. After scoring all items, the score is 
summed to obtain the overall score for each dimension. The formula for calculating the score in-
dex for each dimension is as follows (Mustafa & Handayani, 2014): 
SRDI = n / k …………………………………………………………………………………… (2) 
which:  
SRDI = Sustainability report of the company Disclosure Index  
n = The number of items disclosed by the company in every aspect  
k = The number of items expected by each aspect 
 

Population and Research Sample 

The population used in this study is the data of non-financial and banking companies listed on the 
Indonesia Stock Exchange (IDX) which includes financial distress data, sustainability report dis-
closures and company’s performance which is limited to the period between 2012-2016. The sam-
pling technique used in this study was purposive sampling with the criteria: 1) Non-financial and 
banking companies listed on the Indonesia Stock Exchange (IDX) in 2012-2016. 2) Presents the 
sustainability report on the company's official website. 3) Presenting complete data needed by re-
searchers. Based on the criteria of the sample, 29 non-financial and banking companies were listed 
on the IDX in 2012-2016 that met the sample criteria. 

Data and Data Collection Methods 

The data used are secondary data in the form of financial distress, sustainability report disclosure, 
and company’s performance during 2012 to 2016. Data sources were obtained from the IDX and 
GRI websites. The data were collected by means of documentation from various sources. In addi-
tion to through the website, data and information collection is done by retrieving from articles, 
journals, and supporting books. Based on its characteristics, this study uses data collection meth-
ods in the form of content analysis.  

Data Analysis Technique 

This study uses several data analysis techniques that are used for each research model that is in the 
mind-set. The following are some data analysis techniques used in this study (Ghozali, 2015): 

1. Descriptive analysis of statistics and frequencies. 

2. Analysis of multiple linear regression tests. 

 Analysis of multiple linear regression tests was carried out to test the effect on the first 
model, namely the relationship between the sustainability report variable on company’s perfor-
mance. How big the sustainability report variable affects the company’s performance variables is 
calculated using the following multiple linear regression equation: 

Y = c + β1X1 + β2X2 + β3X3 + β4X4+ β5X5 + β6X6 + e ………………………………….. (3) 

Notes: 

Y = company’s performance (ROA) 

c = Constants 

β = Regression line coefficient 

X1 = Sustainability report on economic aspects 

X2 = Sustainability report on environmental aspects 

X3 = Sustainability report on aspects of employment and convenience of work 
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X4 = Sustainability report on aspects of Human Rights 

X5 = Sustainability report on community aspects 

X6 = Sustainability report on aspects of responsibility for the product 

Analysis of logistic regression tests 

Analysis of logistic regression test was conducted to test the effect on the second model 
(relationship between the sustainability report variable on financial distress) and the third model 
(relationship between the variable performance of the company towards financial distress). How 
big the company’s performance variables affect financial distress variables is calculated using the 
following logistic regression equation: 

Second Model: 

Ln(p/(1-p))=β0+β1X1+β2X2+β3X3+β4X4+β5X5+ β6X6 

p=1/(1+(e-(β0+β1X1+β2X2+β3X3+β4X4+β5X5+β6X6))……………………………………………………. (4) 

Notes: 

p = probability of financial distress 

β = Constants  

X1 = Sustainability report on economic aspects 

X2 = Sustainability report on environmental aspects 

X3 = Sustainability report on aspects of employment and convenience of work 

X4 = Sustainability report on aspects of Human Rights 

X5 = Sustainability report on community aspects 

X6 = Sustainability report on aspects of responsibility for the product 

Third Model: 

Ln (p/(1-p)) = β0+β1X1 

p=1/(1+(e-(β0+β1X1)) ………………………………………………………………………….. (5) 

Notes: 

p = probability of financial distress 

β = Constants  

X1 = company’s performance (ROA) 

Single test and bootsrapping analysis 

The sobel test and bootsrapping analysis is used to assess whether the company’s performance 
variable can be used as a mediating variable between the sustainability report variable on financial 
distress. Assessment is done by looking at the significance value. If the significance value is 
smaller than alpha 0.05, it can be said that the company’s performance variable can be used as a 
mediating variable between the sustainability report of financial distress. 

 

RESULTS AND DISCUSSION 

Based on the sample criteria made, from all non-financial and banking companies listed on the 
IDX there are 29 companies that meet the criteria as samples so that the total sample in 2012-2016 
was 106 samples. 

 The following are the results of data analysis conducted by researchers starting from de-
scriptive analysis for each independent variable and the dependent variable until testing the re-
search hypothesis and its discussion. 
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Descriptive Analysis 

The following table 1 is the results of a descriptive statistical test and statistical frequencies. Based 
on table 1, the financial distress variables using the frequencies test showed that from 106 data 
there were 24 or 22.6% of the data exposed to financial distress while the remaining 82 or 77.4% 
of the data were not affected by financial distress.  

Table 1. Test Results Statistics Frequencies 

 

 

 

 

 

Table 2. Descr iptive Statistics  

 

 

 

 

 

 

 

 

 Based on the results of the descriptive statistical test in table 2, it shows that disclosure of 
the economic aspect sustainability report (EC) has a min value of 0.0000 represented by PT. Salim 
Ivomas Pratama Tbk, the maximum value of 1,0000 is represented by PT. Adaro Energy Tbk, the 
mean value is 0.5556 with a standard deviation of 0.2717. Disclosure of environmental aspects of 
sustainability report (EN) has a min value of 0.0000 represented by PT. Wijaya Karya Tbk, the 
maximum value of 1.0000 represented by PT PP (Persero) Tbk, mean value of 0.4181 with a 
standard deviation of 0.2588. Disclosure of the sustainability report on employment aspects and 
work convenience (LA) has a min value of 0.0000 represented by PT. Total Bangun Persada Tbk, 
the maximum value of 1,0000 represented by PT PP (Persero) Tbk, is a mean of 0.5124 with a 
standard deviation of 0.2472. Disclosure of sustainability report aspects of Human Rights (HR) 
has a min value of 0.0000 represented by PT. AKR Corporindo Tbk, the maximum value of 
1,0000 represented by PT PP (Persero) Tbk, is a mean of 0.3082 with a standard deviation of 
0.3290. Disclosure of the sustainability report aspect of society (SO) has a min value of 0.0000 
represented by PT. AKR Corporindo Tbk, the maximum value of 1,0000 represented by PT PP 
(Persero) Tbk, has a mean value of 0.3911 with a standard deviation of 0.2665. Disclosure of sus-
tainability report aspects of responsibility for products (PR) has a min value of 0.0000 represented 
by PT. Austindo Nusantara Jaya Tbk, a maximum value of 1,0000 represented by PT. Wijaya Kar-
ya Tbk, a mean of 0.4151 with a standard deviation of 0.3587. ROA has a value of min -0.1536 
represented by PT. Bakrie Sumatera Plantations Tbk, the maximum value of 0.4150 represents PT. 
Unilever Indonesia Tbk, the mean value is 0.0729 with a standard deviation of 0.0993.  

 

Analysis of Multiple Linear Regression 

This multiple linear regression test was carried out on the first model which examined the effect of 
the six aspects contained in sustainability report on the performance of the company represented 
by ROA. The following table 3 shows the results of multiple linear regression tests on the first 
model:  
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Test F 

Based on table 3, shows that the significance value in the F test is 0.200. This value is greater than 
alpha 0.05 so it can be said that the model is not fit. The model that is not fit shows that the results 
of multiple linear regression cannot be fully believed. 

R2 Test 

In table 3, it shows that the adjusted R square value is 0.026 or 2.6%. This means that the depend-
ent variable can be explained by an independent variable of only 2.6%, the remaining 97.4% is 
explained by other variables outside the study. 

Table 3. Multiple Linear  Regression Test Results 

 

 

 

 

 

 

 

 

 

 

 

 

 

t Test 

Based on the test results, then in the second model a logistic regression model can be formed as 
follows: 

ROA = 0,050 - 0,046EC + 0,042EN + 0,015LA - 0,097HR + 0,033SO + 0,097PR……………. (6) 

The multiple linear regression equation shows that from the sustainability report variable, only 
economic aspects (EC) and Human Rights (HR) have a negative influence on company’s perfor-
mance which is proxied by ROA, while the other four aspects have a positive influence on the 
company's performance. proxied by ROA. 

Table 4. Model Fit Test Results 
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Logistic Regression Analysis 

The logistic regression test was carried out in two stages, namely in the second model which ex-
amined the influence of the six aspects contained in the sustainability report on financial distress, 
and the third model that examined the influence of company’s performance represented by ROA 
on financial distress. Table 4 and table 5 are the results of the logistic regression test for the two 
models. 

Table 5. Logistic Regression Test Results 

 

 

 

 

 

 

 

 

 

Assess the Fit Model 

Based on the test results in table 4, it shows that in model two, the Log Likelihood value of -2 ob-
tained in block 0 is 113,401 while in block 1 is 100,725. The decrease in the Likelihood Log -2 
value means that the regression model in the two models is fit with the data. In model three, the 
Log Likelihood value of -2 in block 0 is 113.401, while in block 1 is 72.662. Decreasing the value 
of the Likelihood Log -2 means the regression model in the three-fit model with data. 

Cox and Snell R Square 

Based on the test results in table 4, it shows that in model two, the value of Nagelkerke R Square 
is 0.172 and Cox and Snell R Square is 0.113 which means that the ability of the independent vari-
able is 0.172 or 17.2% explains the dependent variable. In model three, the Nagelkerke R Square 
value is 0.486 and Cox and Snell R Square is 0.319, which means that the ability of the independ-
ent variable is 0.486 or 48.6% explains the dependent variable. 

Hosmer and Lemeshow’s Goodness of Fit Test 

Based on the test results in table 4, it shows that in model two, Hosmer and Lemeshow's Goodness 
of Fit Test produces a Chi-Square value of 14,324 with a significance of 0.074. Significant value 
greater than 0.05, which means that the logistic regression model is feasible to be analysed further 
because this model can predict the value of its observations. In model three, Hosmer and Leme-
show’s Goodness of Fit Test produces a Chi-Square value of 16.614 with a significance of 0.034. 
Significant value is smaller than 0.05, which means that the logistic regression model is not able to 
predict its observational value properly. 

Classification Table 

Based on the test results in table 4, in model two shows that overall, the classification accuracy of 
the logistic regression model in this study is 76.4%, which means that this study has a good accu-
racy in knowing six aspects of sustainability report affecting financial distress. In model three 
shows that overall, the classification accuracy of the logistic regression model in this study 
amounted to 88.7%, which means, this study has a fairly good accuracy to determine the perfor-
mance of the company that is proxied by ROA affects financial distress. 

Test the Regression Coefficient 

Based on the test results, then in the second model a logistic regression model can be formed as 
follows:  
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Ln (p /(1-p)) = - 0,693 - 0,249EC + 2,828EN - 2,038LA - 0,206HR + 1,253SO - 2,800PR…….(7) 

The logistic regression equation shows that the sustainability report variable is only environmental 
aspects (EN) and society (SO) which have a direction of positive influence on financial distress, 
while the other four aspects have a direction of negative influence on financial distress. 

Model three logistic regression models can be formed as follows: 

 Ln (p /(1-p)) = - 0,152 - 31,655ROA……………………………………………………….… (8) 

The logistic regression equation shows that the company’s performance variable which is proxied 
by ROA has a negative influence on financial distress. 

Sobel and Bootsrapping Test Analysis 

In this study, the sobel test and bootsrapping test could not be continued because the model test 
results in model one and model three were not significant so the model could not be trusted. 
Therefore, it can be said that company’s performance that is proxied by ROA cannot be used to 
mediate the sustainability report of financial distress. 

Discussion 

Effect of Sustainability Report Disclosures on Company’s Performance 

In model one, which examines the influence of the six aspects of sustainability report on compa-
ny’s performance which is proxied by ROA. Based on table 3, shows that the significance value in 
the F test is 0.200. This value is greater than alpha 0.05 so it can be said that the model is not fit, 
so that further testing cannot be continued, so that it can be interpreted that sustainability report 
disclosure does not affect the company's performance. The effect of sustainability report disclo-
sure on the company's performance is due to research data, there are two companies, namely PT 
Garuda Indonesia (Persero) and PT Aneka Tambang, which have high sustainability report disclo-
sures, but have low or negative company’s performance. The existence of this makes empirical 
evidence that not all companies that have a high amount of disclosure of sustainability reports 
show high corporate performance. 

 In addition, this is due to the outline (29 companies included), almost 50% were more in-
cluding companies in the mining industry where the products sold were special products which of 
course only certain companies made purchases of these products. Therefore, the sale does not de-
pend on the fluctuation of the product price or the reputation of the product manufacturing compa-
ny in the eyes of the public but based on the specific needs of the company. So that the number of 
activities disclosed in the company's sustainability report does not make sales or demand for the 
company's products increase, which in turn will have an impact on company profits related to 
company’s performance. 

 The results of this study are not in line or cannot prove stakeholder theory which states that 
the company has an obligation to report company activities including matters related to non-
financial so that it shows the company's performance. In addition, the results of this study are in 
line with research from Mustafa & Handayani (2014). 

Effect of Sustainability Report Disclosures on Financial Distress 

In model two, which examines the influence of the six aspects contained in the sustainability re-
port on financial distress, it shows that only aspects of responsibility for the product (PR) that af-
fect financial distress. The relationship between sustainability report disclosures and financial dis-
tress is negative. This shows that the higher or many aspects of product responsibility (PR) re-
vealed in the sustainability report, the lower the likelihood that the company will experience finan-
cial distress. The aspects of responsibility for the products referred to in this study included in GRI 
4 are customer health and safety, product and service labeling, marketing communications, cus-
tomer privacy, and compliance. The high responsibility aspect of the product shows that the com-
pany also has a high awareness that the company needs customers to buy products or services pro-
duced by the company so that the company can continue to generate profits and operate sustaina-
bly without any financial distress. which will later lead to bankruptcy. 
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 This supports stakeholder theory which states that the company must pay attention to its 
stakeholders by revealing reports of activities that have been carried out by the company both fi-
nancial and non-financial aspects. In addition, the results of this study also support the legitimacy 
theory which states that companies must pay attention to the social environment because it is 
based on regulations made by the government in law no. 40 of 2007 concerning limited liability 
companies on points of corporate social responsibility. The results of this study also support the 
research conducted by Fathonah (2016). 

Effect of Company’s Performance on Financial Distress 

In model three which examines the effect of company’s performance which is proxied by ROA on 
financial distress, the significance value of the Hosmer and Lemeshow's test is not significant so 
that the model is unable to predict its observational value properly. It can be said that the compa-
ny's performance which is proxied by ROA does not affect financial distress. The effect of compa-
ny’s performance on financial distress is not affected because based on research data there are two 
companies, namely PT Garuda Indonesia (Persero) and PT Smart, which experience negative 
ROA but do not experience financial distress. This is because the company during the study period 
experienced negative ROA not two consecutive years which if this happens can be categorized as 
a company experiencing financial distress. The existence of this makes empirical evidence that not 
all companies that have negative ROA or poor company’s performance can be said to experience 
financial distress. 

 In addition, this is due to the outline (29 companies included), almost 50% were more in-
cluding companies in the mining industry where the products sold were special products which of 
course only certain companies made purchases of these products. Therefore, sales are not available 
every day and once there can be directly with a high nominal. Thus, this is what makes the compa-
ny's sales unstable every period resulting in a performance ratio that is not good, so the instability 
of the company's sales does not indicate that the company experienced financial distress. 

 The results of this study are not in line or cannot prove signalling theory, agency theory, 
and legitimacy theory which states that companies must continue to improve company’s perfor-
mance, including non-financial aspects so that companies will not experience financial distress 
which will lead to bankruptcy. In addition, the results of this study are in line with research from 
Lakshan and Wijekoon (2013). 

 

CONCLUSIONS 

Based on the results of the analysis and discussion, only the two models can be assured of the re-
sults. The second model is a model that examines the effect of six aspects of the sustainability re-
port on financial distress. In model two only aspects of product responsibility (PR) that affect fi-
nancial distress with a negative influence direction. The implication of this research is that it can 
be useful for company management in predicting financial distress so that companies do not expe-
rience financial distress which results in bankruptcy, namely by disclosing the sustainability report 
on the company's website, especially on aspects of product responsibility (PR). 

 The researcher realizes that there are still weaknesses that become limitations in this study, 
namely in the process of determining aspects contained in the full sustainability report with justifi-
cations from researchers because not all sustainability reports presented on the company's official 
website have codes or explanations related to aspects of activities or things conducted by the com-
pany. Therefore, the researcher suggests the next researcher to create a separate code list that is 
used as a reference for sustainability report assessment so that the justification can be minimized. 

 The implications of this study theoretically can provide evidence of the theory being tested 
related to the effect of sustainability report on financial distress with company’s performance as an 
intervening variable. Practically, this research is expected to be able to give an overview of the 
importance of sustainability reports to be made and published periodically by the company be-
cause this is considered to improve the performance of the company which will minimize or pre-
vent companies from experiencing financial distress. In addition, it can also be used by investors 
in making investment decisions.  
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