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Environmental, Social, and Governance reporting is universally
recognized as a pivotal component embraced by the industry to address climate change and
serve as a safeguard to the physical and social environments of society. In the absence of global
standards, organizations have developed standardized reporting frameworks for companies.
This study provides an adaptation easiness measurement and a wide range of environmental,
social, and governance disclosure components extracted from several standards. Multiple
standards and a broader range of scaling measurements were used in this study to observe the
characteristics of each industry where each environmental, social, and governance component
is specific. The objective of this study is to investigate how companies in Indonesia comply with
various environmental, social, and governance standards, given the importance of identifying
variations of easiness on environmental, social, and governance on sustainability reports.

Using multi-source analysis, content analysis, and exploratory data analysis, this
study identified whether industries in Indonesia adopt selective patterns in the components
included in their sustainability reports.

This study identified 26 environmental, 8 social, and 23 governance popular
components, which are components with high environmental, social, and governance report
applicability and company adaptability. The environmental components that is easy to adapt
primarily center around formal environmental, social, and governance framework data, in
social component revolves around customary practices in corporate social responsibility, and
in governance component emphasizes corporate reputation. By employing industry-specific
environmental, social, and governance components, this study identifies three distinct groups,
enabling the formulation of tailored policies to effectively address the unique needs of each group.

This study exposes several findings on how companies in Indonesia adopt
different components of environmental, social, and governance reports according to their needs,
regulations, and analysis complexity. The novelty of this study combined the use of unified
comparison components, a wider range of scaling measurements, and specific environmental
social, and governance components per-industry type.
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Sustainability and all its derivatives are the main
components of the economic, environmental, and
health sectors aimed at addressing the global climate
crisis (Adrianto and Sutikno, 2011; Sasongko and
Budiarto, 2022; Rodelo-Torrente et al., 2022). Environ-
mental, social, and governance (ESG) reporting is
universally recognized as a crucial component
embraced by industries to address climate change and
act as a guideline for the physical and social
environments of society in the long run (Puno et al.,
2021; Payus and Sentian, 2022). ESG reporting has
significantly improved globally as regulators
increasingly emphasize its obligatory implementation
and provide financial incentives to companies, while
companies are sharing their sustainability
responsibilities to increase their accountability
(Nicoldescu et al.,, 2015). In the absence of global
standards (Orenstein and Cooke, 2022; Knorringa and
Nadvi, 2016), organizations have developed
standardized reporting frameworks for companies to
use, such as the Global Reporting Initiative (GRI), the
Task Force on Climate-related Financial Disclosures
(TCFD), and the Sustainability Accounting Standards
Board (SASB). Among these frameworks, GRI is the
most widely implemented (Ryszawska and Zabawa,
2018), while TCFD focuses more on governance
(Cosma et al., 2022). Each standard has components
that reflect their respective perspectives on
sustainability. The number of components that need
to be met can pose a challenge for companies.
Disparities exist between the global South and the
global North in fulfillment ESG reporting. Countries in
the global North tend to have better ESG compliance
due to the different economic climates, corporate
awareness of climate change, and regulations than
countries in the global South (Daugaard and Ding,
2022). The development of ESG reporting in the global
North is driven by a growing awareness of the need to
address the global climate crisis and the increasing
importance of sustainability in the corporate world
(Drei et al., 2019). This increase is further fueled by
increasing demand for sustainability from consumers
and investors, as well as by the implementation of
more regulations and standards to ensure ESG
compliance (Arvidsson and Dumay, 2022; Mavlutova et
al., 2022). Investments in ESG-focused companies have
also increased in the global North, along with the
appearance of ESG-based financial products (Hassani
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and Bahini, 2022). In the global South, the development
of ESG reporting is driven by environmental, social,
and economic problems, the emergence of new
regulatory frameworks, marketing activities, and the
development of new technologies (Ng et al., 2022;
Ubeda et al., 2023). ESG reports have become an
important tool for meeting the growing demand for
accountability from investors, governments, and other
stakeholders (Boffo and Patalano, 2020; Signori et al.,
2021). Companies in the global South face challenges
achieving the same quality of ESG reports as companies
in the global North due to less advanced technical
resources. In Indonesia, various companies have
embraced sustainability reporting. The disclosure of
ESG reporting in Indonesia is governed by the financial
services authority regulation/ Peraturan Otoritas Jasa
Keuangan (POJK) number 51/POJK.03/2017, which
provides guidelines for financial service institutions,
issuers, and publiccompanies toimplement sustainable
finance and deliver sustainability reports. Additional
guidelines on sustainability reports in Indonesia are
specified in the financial services authority circular
letter/ Surat Edaran Otoritas Jasa Keuangan (SEOJK)
number 16/SEQJK.04/2021. These two policies are the
Indonesian regulations that govern ESG report
applications. Companies in Indonesia are obliged to
disclose ESG reports annually. The lack of detailed
standards within these regulations compels companies
in Indonesia to utilize international ESG standards such
as GRI and SASB to generate comprehensive and
representative reports (Pranesti et al., 2022). The
publication of the sustainability report is mandatory
under the regulations mentioned above, but there are
no binding standards that companies in Indonesia
must comply with. Non-binding standards provide
opportunities for regulatory ambivalence by companies
(Ashforth et al., 2014). Recent studies have identified
the dynamics of regulatory ambivalence caused by
inconsistencies, conflicts, or gaps in regulations or
standards governing (Lockie et al., 2015), differences in
institutional systems and incentives (Agarwal et al.,
2014), and centrally formulated regulations (Dillon et
al., 2008). Regulatory ambivalence can lead to several
issues, such as regulation conflicts between companies
(Gilad, 2014), compliance costs, or non-compliance
reputational risk (Whelan et al., 2021; Thottoli, 2021),
and companies adopting only clear regulations they
can understand (Levis, 2006). The lack of regulatory
harmonization and standardization in ESG reporting



can lead to misleading claims by companies that use
different definitions, criteria, methodologies, or
benchmarks for sustainability performance. This can
undermine the credibility and comparability of ESG
reports and make it harder for investors to make
informed decisions (loannou and Serafeim, 2017).
According to the Corporate Knights ranking, Indonesia
ranks 36th globally in implementing ESG standards,
lagging behind other ASEAN countries such as Thailand
(ranked 9th), Malaysia (22nd), and the Philippines
(30th) (Scott, 2023). The reason for better ESG
implementationinothercountriesisthecomprehensive
backing of the regulator, whereby companies that
embrace ESG principles receive various incentives,
including tax breaks (Zeng and liang, 2023). In
European Union countries, companies listed on the
European Union stock exchange must disclose ESG
factors in their annual reports. In Japan, through Japan
Stewardship Code, the government requires
companies to disclose ESG information through the
sustainable finance agency. In China, the government
has obliged sustainability reporting requirements for
state-owned enterprises and is expected to expand
these requirements to other companies, confirming
the binding nature of the guidelines. This study builds
on the discussions of the interactions between ESG
reports and financial performances, ESG rating, and
ESG disclosure practices. The connection between ESG
reporting and financial gain has recently received
increasing interest from scientists. Clark et al. (2015)
suggest that corporate sustainability standards reduce
capital costs. The concept has broadened recently to
include financial capabilities, environmental
dedication, and community impact (Hastalona and
Sadalia, 2021). It has been found that a favorable ESG
score positively influences corporate profitability (Kim
and Li, 2021). A research series on ESG ratings
highlighted the divergence in assessments. Berger et
al. (2022) found uncertainty regarding the consistent
value of ESG indicators across institutions. In China,
local ESG ratings are used, aligning with national
policies and conditions (Leng et al., 2023). Research in
the Czech Republic focuses on specific sectors,
establishing key ESG performance indicators for
investor decision-making and their integration into
sustainability reporting (Kocmanova et al., 2012). The
ESG report and its disclosure practice have been
extensively discussed (Laskar and Maji, 2018). Previous
studies have investigated various aspects of ESG

reporting. For example, Yu and Luu (2021), examined a
company’s ESG disclosure using the Bloomberg ESG
disclosure score, Sharma et al. (2020) investigated the
relationship between financial performance and the
extent of ESG disclosure, and Singhania and Saini
(2023) examined the influence of institutional
frameworks on ESG disclosure practices. Prior research
has examined the impact of the ESG report on financial
performance, the quality of the ESG report as assessed
by institutional ratings, and the factors influencing ESG
report disclosure. This study aims to determine to what
extent companies decide to apply specific ESG report
components and examines how the gray area
influenced by non-binding ESG regulations results in
different outputs of ESG reports. In light of these
objectives, the study question is: how do ESG reports
of companies in Indonesia differ? The study
hypothesizes that companies in Indonesia adopt
selective  patterns in including sustainability
componentsin their ESG reports. This study contributes
to the literature by providing adaptation easiness
measurement and a wide range of ESG disclosure
components extracted from several standards. This
study is significant for several reasons. First, this study
used multiple standards combined as unified
comparison components, filling the gap from the
previous research that focused on using a single
standard. Second, it utilizes a wider range of scaling
measurements to identify the ease of adaptation,
which was not previously recognized. Third, the study
observes the unique characteristics of each industry,
where each ESG component is specific and different
from previous research using generalized components
to all industries. The objective of this study is to
investigate how companies in Indonesia comply with
various ESG standards, given the importance of
identifying variations in environmental, social, and
governance aspects in ESG reports. This study was
conducted in Indonesia in 2023.

This study employed three distinct methodologies:
multi-source analysis, content analysis, and exploratory
data analysis (EDA). The multi-source analysis involves
examining and integrating data from multiple sources,
such as various standards and regulations (Levitats and
Vigoda-Gadot, 2020). Content analysis is a qualitative
research technique used to interpret and draw
objective, systematic, and quantifiable inferences by
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Step 1. Determining the components that will be used for
the comparison process based on GRI, SASB, TCFD, SUSBA,
and POJK/SEOJK standards using multi-source analysis.

Step 4. Evaluating the level three components on each
sample company using a five-point Likert scale.

Step 5. This research uses the value of the scale to
calculate the adoption rate of ESG components in each
company. This research determines components with
values 2, 3, 4, and 5 are calculated in the adoption rate.

Step 8. Display the assessment results of each industry
type using graphs and interpret the findings both in
aggregate and in each industry type using EDA.

4 )

Step 2. Formulating the unified comparison components
into level one, two, and three. Level one is the general
variables of ESG, level two is detailed components that

companies can select to explain their ESG conditions, and
level three is a list of technical parameters to explicate

level two components.

\. J

I N
Step 3. Using content analysis to analyze the contents of
each company’s ESG report using comparison
components identified at the previous step using Atlas.ti
analysis tool.

e p
Step 6. Identifying components with high-level
applicability to the companies. At this stage, this research
also identifies the adoption rate of each component to
the companies. This research refers components with
high applicability and high adoption rate as “Popular
Components.”

.

(

Step 7. Assessing the popular components based on
three categories and color-coding: (1) component with
the potential to give positive impacts on company’s
image and it is less complicated to analyze —represented
in green, (2) component with positive impacts and is
difficult to analyze, or have negative impacts and less
complex to analyze —yellow, and (3) component with the
potential to confer negative impacts and require complex
analyses, displayed in red.

\ /

Fig. 1: Study method stages

evaluating textual material, such as reports, against
predetermined criteria (Abbot and Monsen, 1979;
Daub, 2007; Morhardt et al., 2002; Vormedal and
Ruud, 2009). EDA is an iterative approach for examining
and summarizing data to gain insights and a deeper
understanding of its basic characteristics (Arora et al.,
2021).

There are several analytical steps to identify ESG
variations between companies (Fig. 1). First, this
study used multi-source analysis (Levitats and Vigoda-
Gadot, 2020) to identify unified components derived
from international and regional ESG standards.
These unified components were then compared with
the contents of the ESG reports of each company,
necessitating recognition of the general components
used in ESG reports. The evaluation of 100 samples of
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ESG reports was based on the Kompas100 Index, which
is a stock index that comprises 100 public companies
traded on the Indonesia Stock Exchange. The selected
companies exhibit robust liquidity, substantial market
capitalization, and commendable fundamentals
and performance within the stock market. Out of
the 100 sampled companies categorized by stock
index classification, 29 distinct industry types were
identified, showecasing favorable characteristics
within the Indonesian stock market. The international
ESG standards utilized in this study are GRI, SASB,
and TCFD. GRI is a globally recognized standard for
sustainability reporting framework that uses a set of
guidelines and indicators. SASB standards identify
ESG issues across 77 industries. TCFD standards are
organized into 11 recommended disclosures for
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Fig. 2: Distribution of ESG components according to standards

evaluating climate-related risks and opportunities. As
for regional ESG standards, this study used POJK and
SEQJK, which are Indonesian national guidelines, and
Sustainable Banking Assessment (SUSBA), a framework
for evaluating environmental and social financial
issues in the Asian region. The second step involves
formulating the unified comparison components into
three levels: level one, two, and three. Each standard
has classified its components into environmental,
social, and governance categories. Level one
component encompasses the general variables
identified by each standard, and each general variable
consists of multiple detailed components. Level two
components are the specific elements that elaborate
on the general components. This study identified 109
environmental components, 50 social components,
and 212 governance components at level two (Fig.
2). Next, level three components consist a list of
technical parameters that must be fulfilled to explicate
level two components. There are unified comparison
components specific to certain industry types, while
several industries can adopt other components. The
third step involves content analysis (Morhardt et al.,
2002), which analyzes each company’s ESG report
using comparison components from the previous
step. The analysis used codes specified for each

comparison component with the help of the Atlas.
ti analysis tool —assisted qualitative data analysis
software. After the coding phase, step four used a
five-point Likert scale (Joshi et al., 2015) to evaluate
the level three ESG components. Scale one suggests
that the ESG report does not clarify the comparison
components, scale two indicates that the ESG report
only partially describes the comparison components,
scale three describes the comparison components
sufficiently, scale four means the ESG report provides
a full description of the comparison components, and
scale five indicates a very comprehensive description
of the comparison components in the ESG report.
The higher the scale value indicates the greater ease
of fulfilling the ESG component. This study used the
value of this scale to calculate the adoption rate in the
next stage. This study determined components with
values 2, 3, 4, and 5 calculated in the adoption rate.
The fifth step is identifying components with high-level
applicability and adoption rates referred to as “Popular
Components.” Applicability referred to the extent to
which a company utilizes a component. For example,
an applicability level of 20 percent (%) means that the
component can be used by 20% of industry types. The
adoption rate referred to the number of companies
that include the components in their ESG reports.
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Fig. 3: Distribution of ESG variations

The sixth step is to provide an assessment of popular
components based on three categories and color-
coded them: 1) has positive impacts on the company’s
image and less complicated to analyze —represented in
green, 2) has positive impacts and difficult to analyze,
or has negative impacts and less complex to analyze
in yellow, and 3) has the potential to confer negative
impacts and require complex analyses, displayed in
red. The seventh step is to display the assessment
of each industry type using graphs and interpret the
findings in EDA (Arora et al., 2021).

Indonesia ESG component variations

This study identified ESG components with high
adoption rates and classified degree of easiness in data
collection and analysis, color-coded as green, yellow,
and red (see step 6 in the methods section). Fig. 4, 5,
and 6 present ESG components’ applicability (Apl) and
adoption rate (Adt). The tables also indicate the origin
of standards used for each component, including GRI,
SASB, TCFD, POJK, and SEQJK.

This study confirmed the validity of the popular
components using a normal distribution (D’Agostino,
2017). The popular components were compared
to those adopted in the ESG reports to assess the
popular components with high coverage percentages.
Fig. 3 shows that the lower quartile of the data has a
value of 61.54, with an average value of 70.68. These
results indicate that the popular components have
sufficient coverage to explain the variations in the ESG
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components of Indonesian companies.

This study identified popular ESG components.
Popular environmental and social components
tend to analyze data that the company acquires
from outside its institution or external parties,
while popular governance components analyze the
company’s management and internal data. In terms
of environmental and social components (Figs. 4, 5),
companies in Indonesia tend to adopt components that
fall into the category of positive impact on a company’s
image with less complexity in analysis (green colored),
as well as components with a positive impact but
are complicated to analyze, or vice versa (yellow).
Out of the 26 popular environmental components,
42.3% fall into the green category, 46.15% are yellow,
and 11.54% are classified as red, indicating potential
negative impact and complexity in analysis. In the case
of social components, both categories are at an equal
value of 50%. For governance components (Fig. 6), this
study identified that 26.09% of the components have
the potential to confer negative impacts and require
complex analyses, indicated by the red color-coding.
The governance components categorized have the
highest number (43.48%), while the components in the
yellow category make up 21.74%. This finding reveals
that companies adopt easily adaptable components,
supporting previous findings (Pranesti et al., 2022) that
highlighted companies’ application of international
ESG standards in generating comprehensive and
representative ESG reports. GRI is the most widely
adopted standard as a popular component. This finding
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1 Water
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Fig. 4: Popular environmental components

confirms the existence of regulatory ambivalence
among companies (Ashforth et al., 2014) due to
regulatory gaps (Lockie et al., 2015) in the form of non-
binding standards.

In aggregate, companies in Indonesia tend to adopt
ESG components that have the potential to have
positive impacts on theirimage and are less complicated
to analyze (green color-coded). They also tend to adopt
components that have positive impacts but are difficult

to analyze, or components that have negative impacts
but are less complex to analyze (yellow). Based on the
distribution of ESG component variations (Table 1),
this study identified that the popular environmental
and social components mostly fall into the green and
yellow categories (Fig. 7). Although some of the popular
governance components are red color-coded, indicating
the potential for negative impacts and requiring
complex analysis, most of the governance components
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Fig. 6: Popular governance components
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Table 1: ESG Popular Components

E1: Waste management

E2: Water and effluents

E3: GHG emissions

E4: Energy management

E5: GHG emission-scope 1, regulation and
methodology

E6: Biodiversity

E7: Environmental performance on energy
E8: Energy consumption

E9: Water management-withdraw and
consumption in areas with water stress
E10: GHG emission-scope 1, strategy, target,
and performance

E11: Environmental performance on the
water

E12: Energy intensity

E13: Water consumption

E14: Water management risk

E15: Emissions-GHG scope 1, emissions
source, consolidation, and standards

E16: Environmental cost

E17: Effluents and waste-by type and
disposal

E18: Climate adaptation, resilience, and
transition

E19: Energy reduction

E20: Emissions-GHG scope 2, emissions
source, consolidation, and standards

E21: Environmentally friendly materials
E22: Emissions reduction

E23: Interaction with water as a shared
resource

E24: Complaint aspects related to the
environment

E25: Effluents and waste-water
discharge by quality and destination
E26: Environmental compliance

S1: Local community engagements

$2: Employment right fulfillment

S3: Equivalent products and services
S4: Local community activities

S5: Corporate social responsibility

S6: Rights of indigenous peoples

S7: Freedom of Association and
collective bargaining

S8: Potential negative impacts on local
communities

G1: Occupational health and safety
cases and their management

G2: Forced labor and modern slavery
G3: Child labor

G4: Occupational health and safety
management system standards

G5: Incident and fatality rate

G6: Hours of training per employee
G7: Freedom of association

G8: Non-discrimination actions

G9: Economic performance

G10: Benefits for employee

G11: New employee hires and turnover
G12: Anti-corruption

G13: Occupational health services
G14: Diversity of governance bodies and
employees

G15: Employment practices

G16: Non-discrimination and diversity
G17: Worker training on occupational
health and safety

G18: Hazard identification, risk
assessment, and incident investigation
G19: Data security

G20: Management for climate-related
issues

G21: Metrics and targets

G22: Percentage of performance
development reviews

G23: Mining incident and fatality rate

still fall into the green and yellow categories. This study
identified ESG components with easy adaptation levels
by considering the number of companies that scored
five on the Likert scales for certain components. The
environmental components that companies easily adapt
include GHG emissions, environmental performance
on energy, environmental cost, environmentally
friendly materials, and complaint aspects related to the
environment. These four environmental components
that are easily adapted by companies are identified
from national regulations (POJK and SEQJK). This finding
aligns with the results of Singhania and Saini (2023),
emphasizing the significance of the ESG framework
and highlighting the importance of the ease of the
ESG framework as a crucial element in preparing ESG
reporting. The social components that companies easily
adopt include employment rights fulfillment, activities
with local community engagement, corporate social
responsibility, and operations with significant actual
and potential negative impact on the local community.
These easy-adapted social components correlate
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significantly with the company’s practices toward the
community, with three out of the four components
focusing on social engagement and social impact. The
governance components easily adapted by companies
include forced labor and modern slavery, child labor,
freedom of association, non-discrimination actions,
and occupational health services. Four out of the five
components pose a risk to the company’s reputation.
Despite being categorized as risky components,
companies perceive them as easily adaptable
because the data associated with these components,
counterintuitively, contributes to enhancing their
reputation. This finding offers a new perspective on
reputational risk (Whelan et al., 2021; Thottoli, 2021).
There are key differences in the ease of adaptation
among the ESG components. The environmental
component primarily relies on formal ESG framework
data, the social component revolves around customary
practices in corporate social responsibility, and
the governance component emphasizes corporate
reputation.
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Fig. 7: Distribution of ESG component variations

ESG component variations per-industry and are less complicated to analyze. Fig. 8 identified
After analyzing 29 types of industries, this study  three distinct company categories for adopting ESG

found that each industry type typically prioritizes the components.

use of ESG components that have a positive impact The first group tends to adopt relatively less
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Fig. 8: ESG components between industry types

complicated ESG components, as indicated by the
high proportion of green bars. Industries falling into
this category include real estate services, hardware,
road transportation, tobacco, household and personal
products, building products and furnishings, media
and entertainment, real estate; apparel, accessories,
footwear; metal mining; and auto parts. The second
group of industries uses more manageable ESG
components. These industries used components with
medium (yellow) and high difficulty levels (red) to
comply with industry regulations from various sectorial
authorities. For example, the chemical industry
must adhere to indicators set forth by the American
Chemistry Council regarding operational safety,
emergency preparedness, and response. Industries
in this category include iron and steel producers,
internet media services, processed foods, construction
materials, engineering and construction, commercial
banks, home building, marine transportation, meat,
poultry, dairy, e-commerce, medical equipment
and supplies, retailers and distributors, chemicals,
biotechnology, pharmaceuticals, and automobiles. In
the third and final group, industries are mandated by
standards to disclose and implement more advanced
and comprehensive ESG components. Industries in
this category tend to adopt the GRI standard, which
includes comprehensive assessment components.
Industries operating within coal operations, oil and gas,
and agriculture and aquaculture fall into this category.
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The findings confirm that by utilizing industry-specific
ESG components, it is possible to identify distinct
groups of industries in Indonesia. These distinct groups
can serve as the basis for formulating tailored policies
to address the unique needs of each group.

This study confirms that companies in Indonesia
selectively adopt sustainability components in their
ESG reports, primarily focusing on easily disclosed ESG
components. The study contributes to the literature
by providing a measurement of adaptation and a
wide range of ESG disclosure components extracted
from various standards. Multiple standards were
combined as unified comparison components, and
scaling measurements were used to identify the ease
of adaptation, applying specific ESG components for
each industry characteristic. Unified components were
derived from international and regional ESG standards
and were used to analyze companies’ ESG reports.
The study identified 109 environmental components,
50 social components, and 212 governance unified
components. Through EDA on the unified components,
the study identified 26 environmental, 8 social, and 23
governance popular ESG components based on their
high applicability and adoption rates. These popular
components were categorized into three distinct
categories, differentiating them according to their
impacts on image and analysis difficulty. Indonesian



companies prioritize ESG components with a positive
impact that are less complex to analyze. Using the
Likert scale in content analysis, this study identified
ESG components with an easy adaptation level.
The study confirms that the characteristics of easily
adaptable components underscore the significance of
the ESG framework for environmental components,
establish a strong correlation between adaptability and
company practices toward the community for social
components, and emphasize governance components
that contribute to enhancing company reputation.
The findings confirms that utilizing industry-specific
ESG components enables the identification of distinct
groups of industries in Indonesia, which can serve as
the basis for formulating tailored policies to address the
unigue needs of each group. The popular components
identified in this study can serve as a foundation for
ESG report regulations in Indonesia.
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% Percent
Adt Adoption rate
Apl Component applicability
ASEAN Association of southeast asian nations
EDA Exploratory data analysis
ESG Environment, social, governance
GHG Greenhouse gas
GRI Global reporting initiative
International union for conservation of
IUCN
nature
NMFR Near miss frequency rate
N Number of data
OIK Otoritas jasa keuangan/financial services
authority
POIK Peraturan otoritas jasa keuangan/
financial services authority regulation
Sustainability accounting standards
SASB
board
Surat edaran otoritas jasa keuangan/
SEOJK . . . L
financial services authority circular letter
Std. Dev.  Standard deviation
SUSBA Sustainable banking assessment
Task force on climate-related financial
TCFD
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