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Abstract

This research was conducted to know the company's characteristics, the determining
factors for the disclosure of carbon emissions, and the impact of the disclosure of
carbon emissions on economic consequences. The financial result in this study is the
decision-making behavior of businesses, governments, and creditors as a result of
accounting reporting, in this case, environmental disclosures contained in annual
reports and sustainable reports. This study's sample amounted to 45 companies
registered in Indonesia, Malaysia, Thailand, and the Philippines, with an observation
period of 2008 to 2017. To measure the disclosure of carbon emissions by creating a
checklist based on information from the CDP. Company characteristics are proxied by
profitability, leverage, size, and sales growth, while economic consequences are
proxied by the bid-ask spread, trading volume, and stock price volatility. The analytical
method used in this study is the Partial Least Square (PLS) method using the WARP
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PLS version 5.0 application. From the test results, it was found that Profitability and
Size had a positive effect on disclosure of carbon emissions, growth sales had a negative
effect, and leverage had no effect. Meanwhile, the impact of disclosing carbon
emissions on the bid-ask spread, trading volume, and stock price volatility has a
positive effect.

Keywords: disclosure of carbon emissions, company characteristics, economic

consequences

INTRODUCTION

The rapid industrial development and the high growth of the global population with all
consumption patterns and people's lifestyles have caused environmental problems.
Countries in the Southeast Asian region are reported to be the most significant
contributors to carbon emissions globally. According to a report from the National
Climate Change Secretariat (2019), it was stated that developing countries in the
Southeast Asia region, namely Thailand, Malaysia, Indonesia, and the Philippines, are the
countries with the highest carbon emissions, where steps should be taken to reduce
emissions. As a follow-up to efforts to reduce carbon emissions, the Government of
Indonesia issued Law Number 16 of 2016 concerning the Ratification of the Paris
Agreement to The Nations Framework Convention On Climate Change related to climate
change caused by the effect of greenhouse gases. Then Thailand also took steps to reduce
emissions by carrying out projects related to transportation and climate change which
included 2 phases, namely the first phase (2012-2015) and the second phase (2016-2018),
supporting the development of Thailand's NDC for the transportation sector (TCC, 2019).
Likewise, Malaysia emphasized reducing carbon emissions by 45 percent by 2030 and
being completely carbon neutral by 2050 (New Strait Time, 2019). Furthermore, the
Philippines' Government stated that in 2010, the Philippine Climate Change Commission
(CCC) formulated a National Framework Strategy 2010-2022 on Climate Change that
identified long-term mitigation goals to facilitate the transition to low GHG emissions for

sustainable development (Climatelink, 2016). From Indonesia to the Philippines have
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taken steps to mitigate carbon emissions and reduce emissions to preserve the
environment for future generations. For that, the private sector's participation is urgently
needed to participate in collaborating to reduce the company's carbon emissions.

There is already an agency/institution that supports the need for carbon emission
disclosure and calculates and reports carbon emissions, namely the Carbon Disclosure
Project (CDP). CDP stated that it is crucial to disclose carbon emissions for global
business success in the 21st century. Disclosure of carbon emissions makes a significant
contribution to the company, namely improving its reputation, thereby increasing public
trust in the company. The disclosure of carbon emissions also affects investment decision
criteria, including investors' behavior, public policies that require investors to disclose
how they can make environmental considerations without further guidance, and potential
markets that provide long-term and short-term perspectives for investors. Several reasons
companies need to disclose carbon emissions, namely as an expression of public
communication, stakeholder interests (customers, employees, and investors),
transparency, the importance of understanding the business, reducing costs, legal
requirements, and understanding environmental impacts (Blanco, Caro, & Corbett, 2017;
Knudsen, 2016; Haigh & Shapiro, 2011). A solid commitment to disclosing reports can
reduce the possibility of information asymmetry that arises between the company and its
shareholders (Leuz & Verrecchia, 2000). For this reason, it is necessary to conduct a more
in-depth study related to the role of companies in disclosing carbon emissions.

Research on carbon emission disclosure is inseparable because it is influenced by
company characteristics. The research on the effect of company characteristics on
disclosure of carbon emissions has been carried out, among others, by Choi, Lee, and
Psaros (2013) using variables of carbon emission levels, type of industry, size,
profitability, leverage, and corporate governance. Ghomi and Leung (2013) using size,
company age (age of firm), leverage, listing status, corporate governance, industry type,
and ownership. Chithambo and Tauringana (2014) use variable size (size), profitability,
liquidity, company age, industry type, leverage, capital expenditure, and financial slack.
Abubakar (2017) profitability, size, leverage, and board size. The results of these studies
still do not provide the same results, so the authors intend to test companies'

characteristics that influence the disclosure of carbon emissions in non-financial
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companies in the regions of Indonesia, Malaysia, Thailand, and the Philippines. As well
as conducting research on the impact of disclosing carbon emissions on economic

consequences.
LITERATURE REVIEW

Theoretical Study

Legitimacy Theory

Legitimacy is understood as the conformity between institutional action and social values,
and a legitimacy is an act of giving signals of value congruence or changing social values
in institutions. Every publication made by the company will be vital because it can lead
people's perceptions to believe what the company announces (Donaldson & Preston
(1995)). Companies' legitimacy perspective of environmental disclosure as a form of
action that is expected by the community and to create a good image in society and the
disclosure made is increasing from year to year (Patten, 1992; Deegan & Rankin, 1997).
The company is responsible for managing and evaluating carbon emissions, so that the
company needs legitimacy to attract the trust of the community and its stakeholders.
Signaling Theory

Signal theory assumes that managers have a lot of information that can be used to predict
the company's future performance, so company managers are able to predict future
performance because they have more information than outsiders. Managers are able to
improve company performance through voluntary disclosure and are considered relevant
for image building (Healy & Palepu, 2001). According to Gray, Kouhy, and Lavers
(1995), managers have the motivation to voluntarily disclose additional accounting
information, such as disclosing the company's environment, which can be used as a signal
indicating that the company is concerned about its environment. This activity is carried
out to attract investors because it can increase the company's positive reputation and
corporate value.

Stakeholder Theory

Stakeholder theory that company management is expected to carry out activities
mandated by stakeholders and report on these activities. Stakeholders have the right to
receive information about the impact that will be caused by the activities carried out by
the company. Therefore, companies must pay attention to stakeholders because of their
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position as parties that are directly or indirectly influenced by the activities carried out by
the company (Guthrie, Petty, Yongvanich, & Ricceri, 2004).

Carbon Emissions Disclosure

Carbon emissions result from activities that emit gases such as carbon dioxide and
methane into the atmosphere, which can change the environment to become worse due to
climate change (PPNS, 2017). There are 7 (seven) industrial sectors that contribute to
intensive carbon emissions, namely chemicals and pharmaceuticals; construction and
building products; manufacture; oil and gas; raw materials, mining, paper and packaging;
transportation and logistics; and utility (Haigh et al., 2011). The increasing industrial
activity contributes to carbon emissions which are predicted to continue to increase until
2050, which can cause an increase in temperature on the earth's surface that can endanger
life on earth (OECD, 2011; IPCC, 2013 & 2018; World Economic Forum, 2017). Then
the Kyoto protocol was published as a basis for disclosing carbon emissions (Luo et al.,
2013). This disclosure is a free choice for company management to provide accounting
information and other relevant information (Wulandari & Atmini, 2012). Disclosure of
carbon emissions is a series of quantitative and qualitative information in the past. The
company will predict the company's future carbon emissions, further details of the
disclosure, and its implications for company finances in facing climate change (Cotter &
Najah, 2011). This disclosure is used to encourage companies to reduce carbon emissions
and manage carbon (Saka et al., 2014).

Hypothesis Development

Effect of Profitability on Carbon Emission Disclosure

Choi et al. (2013) found that large listed companies in Australia with high profitability
levels were able to disclose well-equipped information to act on environmental stressors
effectively and were willing to solve problems quickly. Likewise, Jannah and Muid
(2014) stated that companies listed on the Indonesia Stock Exchange that have good
financial conditions would be more likely to disclose environmental information.
Companies with high profitability can better disclose information and simultaneously
signal that they can act well against environmental stresses effectively. latridis (2013)
reveals that companies in Malaysia with a high level of profitability have high disclosure

scores and high environmental performance. Likewise with Abubakar (2017). Unlike the
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case with Chithambo et al. (2014), who found negative results. Likewise with research
conducted by Irwhantoko et al. (2016); Kusumah et al. (2016); Welbeck et al. (2017);
Burgwal et al. (2014) who did not find a relationship of influence. That there are still
different results, the authors conducted another study on the effect of profitability on
disclosure of carbon emissions.

H1: Profitability has a positive effect on disclosure of carbon emissions

Effect of Leverage on Carbon Emission Disclosure

Several previous studies related to leverage with disclosure of carbon emissions, namely
latridis (2013), stated that companies in Malaysia with high leverage, in the sense that
they have limited capital, tend to provide informative disclosures that are positively
related to funding. The manager's behavior will be monitored intensively by the lender
and will be more effective by providing environmental disclosures to open up
opportunities for obtaining funds. Likewise Ambarwati and Hapsoro (2017) stated that
companies with a higher level of leverage tend to increase the more information available
on disclosing carbon emissions. This results from a company trying to maintain or
enhance its reputation from the perspective of stakeholders and debt holders in order to
maintain the possibility of obtaining a loan. Meanwhile, Chithambo et al. (2014) found
significant negative results on disclosure as well as Jannah et al. (2014) and Irwhantoko
et al. (2016), who found the same result. Abubakar (2017); Kusumabh et al. (2016) did not
find a significant effect between leverage and carbon emissions disclosure. That there are
still different results, the authors conducted another study on the effect of leverage on
disclosure of carbon emissions.

H2: Leverage has a positive effect on carbon emission disclosure

The Effect of Size on Carbon Emission Disclosure

Welbeck et al. (2017) found a positive influence between size and disclosure of carbon
emissions in Ghana's listed companies. Larger companies disclose environmental
information. In addition, as a form to attract public trust and attract external funding to
make environmental disclosure reports. In accordance with the principles of legitimacy
theory, companies will be subject to public pressure to disclose information about their
environmental activities in order to gain legitimacy. Similarly, Ghomi et al. (2013); Choi

et al. (2013), and Prafitri et al. (2016) show that large companies are under high pressure
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from the public and the government so that they tend to pay more attention to
environmental aspects, one of which is by disclosing carbon emissions. Large companies
will be more open to the public and encourage voluntary reporting because they carry out
activities that affect the environment and generate greater scrutiny from the public and
government. In addition, large companies generally have a large number of shareholders
who may be interested in social change and environmental activities. Different results are
shown by Abubakar (2017), Irwhantoko et al. (2016), Kusumah et al. (2016), who did not
find a significant effect. That there are still different results, the authors conducted another
study on the effect of size on the disclosure of carbon emissions. From the above studies,
the hypothesis can be formulated, namely:

H3: Company size has a positive effect on disclosure of carbon emissions

The Effect of Growth Sales on Carbon Emission Disclosure

Munsaidah et al. (2016) stated that companies with high growth would be in the spotlight
of investors because they are considered that with high growth, they will better carry out
social and environmental responsibility. Widiastuti, Utami, and Handoko (2018) found
negative results. Different results were shown by Effendi et al. (2015), Kansal et al.
(2014), Lucyanda et al. (2012), Waluyo (2017), did not find significant results. That there
are still different results, the authors conducted another study on the effect of growth sales
on the disclosure of carbon emissions. From the above studies, the hypothesis can be
formulated, namely:

H4: Sales growth has a positive effect on carbon emission disclosure

The Effect of Carbon Emission Disclosure on the Bid-Ask Spread

Cho, Lee, and Pfeiffer (2013) stated a significant negative effect on the bid-ask spread.
High bid-ask spreads occur because of the cost of information asymmetry. To reduce the
cost of asymmetry, which can lead to possible losses, traders increase spreads to minimize
losses. Thus, even information is needed by reducing information asymmetry to reduce
the spread between the supply and ask prices. Social and environmental disclosures made
by companies are able to reduce market uncertainty. The same is the case with Michaels
and Gruning (2017); Ambarwati et al. (2017) and Hapsoro and Zidni (2015) found
significant negative results on the effect of carbon emission disclosure on its bid-ask

spread. The more information is available on disclosure of carbon emissions, the smaller
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the bid-ask spread will be. The information available with a broader range of distribution
is one proof of corporate social responsibility so that it impacts the smaller bid-ask spread.
Unlike Candra and Juniarti (2017), Hapsoro and Fadhilla (2017) found significant
positive results. Whereas there are still different results, the authors conducted another
study on the effect of disclosing carbon emissions on the bid-ask spread. From the above
studies, the hypothesis can be formulated, namely:

H5: The disclosure of the company's carbon emissions has a negative effect on the bid-
ask spread

The Effect of Carbon Emission Disclosure on Trading Volume

Hapsoro et al. (2017) found a significant positive result on stock trading volume. This
means that public companies' disclosures in Indonesia provide signals that are responded
positively by investors in the capital market, thereby increasing the volume of stock
trading. In his findings, information on social responsibility disclosure that discusses the
environment and human rights can increase stock trading volume in the Indonesian capital
market. Likewise, Ambarwati et al. (2017) found a positive effect of disclosing carbon
emissions on trading volume. This indicates that the more disclosures available on
disclosure of carbon emissions, the higher the investors' interest to invest in the company.
Then Zidni (2016) and Hapsoro et al. (2015) also found the same result. Meanwhile,
Astuti and Nugrahanti (2015) found no significant results. Whereas there are still different
results, the authors conducted another study on the effect of disclosing carbon emissions
on trading volume. From the above studies, the hypothesis can be formulated, namely:
H6: The disclosure of the company's carbon emissions has a positive effect on the volume
of stock trading

The Effect of Carbon Emission Disclosure on Shares Price Volatility

Ambarwati et al. (2017) found a negative effect on stock price volatility. This implies that
the more disclosures available for carbon emissions, the less volatile the stock price will
be. More information that discloses information related to environmental or social
disclosures will reduce information asymmetry so that the volatility of stock prices will
be smaller and the disclosure has a negative effect on the volatility of stock prices.
Likewise, Jayasree (2013) and Liu et al. (2013) found the same results, social and

environmental responsibility disclosure can play the same role as financial disclosure in
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reducing information asymmetry in companies registered in China. Meanwhile, De Klerk
et al. (2015) and Hapsoro et al. (2017) found a significant positive result. Whereas there
are still different results, the authors conducted another study on the effect of disclosing
carbon emissions on share price volatility. From the above studies, the hypothesis can be
formulated, namely:

H7: Disclosure of company carbon emissions has a negative effect on the volatility of
stock prices

Theoritical Framework

Based on the previous description, a research model can be prepared that describes the

relationship between variables as follows:
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Figure 1. Research Model
RESEARCH METHOD
Population and Sample
The population used as research objects are non-financial companies engaged in the
manufacturing, mining, oil, and gas industries listed in Indonesia, Malaysia, Thailand,
Vietnam, and Philippines Stock Exchanges during the 2008-2017 period. A sample of 45
companies with a total of 450 observations. The sample selection used a purposive

sampling technique based on Bloomberg data, annual reports, and sustainability reports.

No Criteria Non-Financial Company
Indonesia | Malaysia | Thailand Filipina
1 Non-Financial Companies listed on the 207 287 301 112
Indonesia, Malaysia, Thailand and the
Philippines Stock Exchanges
2 Publish annual/financial reports as well 14 10 13 8
as_environmental/SR reports for the
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period 2008-2017 and publish carbon
emission information (Bloomberg)

3 Total companies sampled 45 companies

Operationalization of Research Variables

Disclosure of carbon emissions

The measurement method is to develop a checklist based on the CDP's information sheet
(Choi et al., 2013). The maximum score of all items is 18 and the minimum score is 0.
Each item has a value of 1 if the company makes a disclosure.

Profitability

Profitability is expressed in the form of a ratio, namely ROA, namely Total Profit / Total
Assets.

Leverage

Leverage is expressed in the form of a ratio, namely Debt Ratio, namely Total Debt /
Total Assets.

Size

Firm size is measured by the logarithm of Total Assets.

Growth sales

Sales growth is measured by the ratio of sales from year to year, namely by calculating
the net sales in the current year minus the previous year's net sales and divided by the
previous year's net sales.

Bid-Ask Spread
Spreadsi,t ={(bidi,t — aski,t)/(bidi,t + aski,t)/2} x100/n
Spreadsi,t = The average difference between the highest buying price and the

lowest selling price based on daily prices for one year

Ask = The lowest selling price or the asking price
Bid = The highest purchase price or bid price
n = Number of trading days for a year

Trading Volume

Trading Volume = > VPSit
t=1
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n
VPSIi = Average daily trading volume of the company's shares in one year

VPSi,t = Daily stock trading volume of the company from the beginning of the year
to the end of the year
n = Number of trading days for a year

Shares Price Volatility

YR
S—= i=1

n—1
S2 = Variant
Xi = The daily share price of the company in one year
X = Daily average share price
n = Number of trading days for a year
Analysis Method
The method of analysis in this research is by using PLS SEM. Processed with PLS 5.0

Warp software.
RESULT AND DISCUSSION

Descriptive Statistic

Descriptive statistic

Variable . - i Standard Coefficient

Mean Median Minimum Maximum Deviation of \Variance
Profit (%) 10.1026 7.5281 -48.146 73.0662 11.7662 116.468
Leverage (%) 27.6672 27.4584 0.14424 144.7120 19.7256 71.2958
Size 5303.70 2433.48 129.002 68534.76 8621.471 162.556
Growth (%) 8.13943 5.74418 -98.254 171.271 25.317 310.422
Bid-ask (%) -0.00087 -0.00058 -0.0451 0.00019 0.0027 -311.208
TV (Jt) 17.9469 5.26005 0.014953 611.7599 46.297 257.965
SPV 0.32183 0.00730 2.87E-06 21.6766 1.66651 527.981
CED (item) 7.80222 8 0 17 5.5554 71.2032

PLS Analysis

Indicator Result Criteria Information
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0.260
APC (0.015) <0.05 Accepted
0.154
ARS (0.069) <0.05 -
0.122
AARS (0.099) <0.05 -
AVIF 1.130 3.3>AVIF<5.5 Accepted
AFVIF 2.161 3.3>AFVIF<5.5 Accepted
GOF 0.325 0,1<GOF>0,36 Medium Fit
SPR=1 or
SPR 1 SPR>0,7 Accepted
RSCR=1 or
RSCR 1 RSCR>0,7 Accepted
SSR 1 SSR>0,7 Accepted
NLBCDR 0,929 NLBCDR>0,7 Accepted

Based on the table above, the main model validation is by looking at the test results of the
APC value is 0.260 (P-value 0.015 <0.05), ARS is 0.154 (P-value 0.069> 0.05), AARS
i50.122 (P-value 0.099> 0.05). Likewise, AFVIF and AVFIF < 3.3 (multicollinearity test)
and the resulting GOF value are 0.325, which is included in the medium fit category.
Then for Simpson's SPR paradox, the RSCR R-squared contribution ratio and SSR
Statistical suppression ratio is 1 which means there is no causality problem in the model.
Furthermore, the NLBCDR is worth >0.7. These criteria have met the criteria for a fairly
good Goodness of Fit Model.

Cmef
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("—~.,!_R£°',. p=-0.34 - % L 3,;(\ _(R)10i 3
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- (; (R)10i )
R°=0.14
Variable Hypothesis Coefficient P- Information
Path value
Profit —> + 0,231 0,048 Influence

CED
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Lev —> + -0,076 0,302 Not Influence
CED

Size —> + 0,246 0,037 Influence
CED

Growth —> + -0,336 0,007 Influence
CED

CED —> - 0,298 0,014 Influence
Bid Ask

CED —> + 0,260 0,030 Influence
Trade

CED —> - 0,371 0,003 Influence
Price Vol

Hypothesis Discussion

Profitability has a positive effect on disclosure of carbon emissions

Based on the test results, the significance level is 0.048, which is below five (5) percent
and the coefficient of the profit variable is positive (+) of 0.231. This shows that
profitability has a positive effect on the disclosure of carbon emissions, so hypothesis H1
is accepted. With a higher profit value, the company has the availability of funds for
disclosing carbon emissions to the public. This disclosure of the information is expected
to increase public trust so that it will have an impact on company profits in the future.
These results support Choi et al. (2013), Suhardjanto, Setiany, Purwanto and Ashardianti
(2018), latridis (2013), Ambarwati et al. (2017) and Jannah et al. (2014).

Leverage has a positive effect on disclosure of carbon emissions

Based on the test results, the significance level is 0.302, which is above five (5) percent
and the coefficient of the leverage variable is negative (-) of 0.076. This shows that
leverage does not affect the disclosure of carbon emissions, so hypothesis H2 is rejected.
This occurs because when stakeholder pressure on environmental and CSR disclosure
increases, companies that face a high level of competitiveness is more sensitive to social
pressure and consequently can provide more disclosure of CSR and better CSR strategies
(Arafat, Warokka, Abdullah, & Septian, 2012). However, because the research results
show that leverage does not affect disclosure of carbon emissions, it can be said that
stakeholders do not want to invest in companies with poor financial performance, are less
sensitive to the environment, and tend to be reluctant to invest in companies with high

risk or high leverage. This is consistent with what Epic (2015) states that low-income
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levels, high repair costs, political factors that undermine efficient policymaking, and
market failures explain the prevalence of pollution in developing countries. The types of
market failure that are often seen, namely weak property rights and poor access to credit,
also distort the costs of improving environmental quality, so they cannot make promising
investments in ecological quality that will pay off in the future.

Company size has a positive effect on disclosure of carbon emissions

Based on the test results, the significance level is 0.037, which is below five (5) percent
and the coefficient of the firm size variable is positive (+) of 0.246. This shows that
company size positively affects the disclosure of carbon emissions, so hypothesis H3 is
accepted. The result of the path coefficient, which is positive, supports the legitimacy
theory. In legitimacy theory, large companies will have greater pressure from
environmental problems so that they tend to increase their response to the environment.
This is because large companies tend to carry out more production processes that produce
industrial pollution, which provides a positive relationship with the disclosure of carbon
emissions that are still done voluntarily and even tend to enter this information in
accounting reports without having to be asked. Apart from being in accordance with the
principles of legitimacy theory, it is also in accordance with the stakeholder theory, which
is that any activity carried out by the company has the right to know because the company
will be subject to pressure besides the community as well as its stakeholders such as by
making environmental-related disclosures that can be used to attract funding and as a
preference for the business move. These results support Welbeck et al. (2017); Burgwal
et al. (2014); Wang et al. (2013); Choi et al. (2013); Zhang et al. (2012); Jannah et al.
(2014); Suhardi et al. (2015) and Ghomi et al. (2013).

The company's sales growth has a positive effect on carbon emission disclosure

Based on the test results, the significance level is 0.007. It is below five (5) percent and
the coefficient of the sales growth variable is negative (-) of 0.336. This shows that sales
growth has a negative effect on the disclosure of carbon emissions, so hypothesis H4 is
rejected. This significant negative result is in accordance with Widiastuti, Utami, and
Handoko (2018) which state that high growth companies indicate that the company
focuses on operating activities and reduces non-operational activities, namely social and

environmental related activities. High growth companies are more focused on financial
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performance to meet the interests of the main stakeholders, namely investors and slightly
ignore other stakeholders' interests, namely the community. Evandini et al. (2014), Luo
et al. (2013), Effendi et al. (2015) and Waluyo., (2017).

The company's carbon emission disclosure has a negative effect on the bid-ask spread
Based on the test results, the significance level is 0.014, under five (5) percent and the
coefficient of the bid-ask spread variable is positive (+) of 0.336. This shows that the
disclosure of carbon emissions positively affects the bid-ask spread so that hypothesis H5
is rejected. For this reason, in this study, it can be said that the disclosure of carbon
emissions has not been fully known by most investors, so that it is asymmetric in the
information. In addition, this disclosure is not a top priority. Investors will be more
interested in seeing the company's financial performance, considering that the resulting
spread will be more comprehensive. This is because investors with inadequate
information will suffer losses because they are unable to make the best estimate of the
company's performance. This results in a significant difference between the company's
bid value and the asking value desired by investors (Kim & Verrecchia, 1991;
Brandenburg, 2013; Glosten & Milgrom, 1985). These results are in accordance with
Candra and Juniarti (2017) and Hapsoro and Fadhilla (2017).

The company's carbon emission disclosure has a positive effect on trading volume
Based on the test results, the significance level is 0.03, which is below five (5) percent
and the coefficient of the trading volume variable is positive (+) of 0.260. This shows that
the disclosure of carbon emissions has a positive effect on trading volume, so hypothesis
H6 is accepted.

The high volume of stock trading indicates that investors have a great interest in the
company's shares. In addition, the influence of information is also tremendous, especially
information that is good news because it will increase the volume and volatility of stock
returns (Tapa & Hussin, 2016). This result is in accordance with Hapsoro et al. (2017),
Zidni (2016), Hapsoro et al. (2015), and Ambarwati et al. (2017)

The company's carbon emission disclosure has a negative effect on share price
volatility

Based on the test results, the significance level is 0.003, which is below five (5) percent

and the coefficient of the variable share price volatility is positive (+) of 0.371. This shows
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that the disclosure of carbon emissions has a positive effect on share price volatility, so
hypothesis H7 is rejected. According to Hapsoro et al. (2017), positive results stated that
disclosure of carbon emissions listed in annual reports and sustainability reports is only a
mutual concern of investors only as a consideration for their investment decisions.
Likewise with De Klerk et al. (2015).

CONCLUSION

Conclusion

Based on the findings obtained in research on the effect of company characteristics on
disclosure of carbon emissions and their impact on economic consequences on non-
financial companies listed in Indonesia, Malaysia, Thailand, and the Philippines, it can
be concluded that the variable company characteristics, including profitability and size,
has a positive effect while sales growth (growth companies) have a negative impact on
disclosure of carbon emissions and leverage has no effect on disclosure of carbon
emissions. The disclosure of carbon emissions positively affects economic consequence
variables, including the Bid-Ask Spread, trading volume, and stock price volatility.
Suggestion

The suggestions that can be given are:

a. A study was conducted by comparing each industry in each country that
produces carbon emissions to be more varied. In addition, it can also use other
carbon emission disclosure standards such as the inclusion of carbon emissions
in the Sustainable Report, GRI and SO, Proper and others.

b. Using different research methods to get more mixed results.

c. Use other variables related to the breadth of information or use variables
associated with the political and economic conditions of a country.

d. This research was conducted in mining and manufacturing companies in the
future, and it can be carried out in other types of industries

e. In calculating the economic consequence variable, the annual average is
calculated using the lagged 1 (t-1) formula or the average data of the previous 1

year to calculate the economic consequence variable in the current year.

Implications
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Implications Theory

1) Claims that state that about legitimacy (Donaldson & Preston (1995)); (Patten, 1992;
Deegan & Rankin, 1997). This theory is still relevant, especially for companies with a
good level of profitability, so it will be easier to create and report on their environmental
performance. In addition, this theory also applies to companies with large sizes.
Companies that have a large size will get more attention and pressure from the public.
For this reason, they will report their environmental performance to legitimize the public
to believe that companies with large profitability and size will care more about the
environment.

2) The signal theory assumes that managers have a lot of information that can be used to
predict future company performance, so company managers are able to predict future
performance because they have more information than outsiders. Managers are able to
improve company performance through voluntary disclosure and are considered relevant
for image building (Healy & Palepu, 2001). This theory is still relevant because disclosure
of carbon emissions provides an excellent signal to investor interest. This occurs in the
increasing volume of stock trading on the stock market.

3) Stakeholder theory that company management is expected to carry out activities
mandated by stakeholders and report on these activities. Stakeholders have the right to
receive information about the impact that will be caused by the activities carried out by
the company. (Guthrie et al., 2004). This theory still applies that large companies will
make disclosures by paying attention to all aspects. And the manager will notify the
company's financial conditions to be known by stakeholders. Just as a company discloses
carbon emissions, stakeholders need to know the pros and cons for the company. This
carbon disclosure can also be a basis for looking at future business opportunities.
Managerial Implications

1) Measures of company characteristics related and relevant to company performance,
namely Profitability and Size. Leverage and growth are not suitable company
characteristics measures to determine a company's performance in disclosing its carbon
emissions.

2) Disclosure of carbon emissions greatly affects the volume of stock trading. So this is a

concern for companies in including these disclosures in their company reports.
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Investor Implications

It would be wise to invest in considering the absence of reports related to carbon

emissions and carbon reduction or removal by companies. The development of the world

will focus more on climate management in investing.
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