CHAPTER 1
INTRODUCTION
1.1.Research Background

In the last decade, the practice of the corporate sustainability disclosure has
increased dramatically. By publishing sustainability reports companies disclose their

performance on social, environmental and economic performance to regulators, rating
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employment and economic growth” (I'J-I'\’I(, 2017). Thus, companies can play a key role
for achieving Sustainable Development Goals (SDGs) that UN have adopted as part
of their new global “Agenda 2030”(UN, 2015). To this aim, companies are asked to
continuously demonstrate their true commitment to sustainability, that is, their ability
to meet the needs of current stakeholders without compromising the ability of future

generations to meet their ownneeds (WCED, 1987).



In order to reduce the information asymmetry between company and
stakeholders, every year more and more companies are voluntarily reporting
sustainability information and increasingly they are using reporting frameworks, such
as the Global Reporting Initiative (GRI) G4 guidelines (Gonzalez et al., 2017; Jain
and Islam, 2016; Schadewitz and Niskala, 2010). GRI G4 provides companies with
guidelines on how define sustainability report content, stressing the concept of
materiality analysis. The purpose of materiality analysis is to determine what
sustainability information are most signifigant to the companies and to their
stakeholders (GRIgw20430):nRapoRMbT O A\—ihli)gt_—,q makes reports more
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investors. For investoft'sY\g{.. : A ity fgpbrt’ will form the belief

that firms run their business proées's“eéh ordance with social ethics and the

environment. With the good record of corporate social responsibility and the
environment, it made investors think that the company has good corporate
governance and also concern with their social and environmental issues both in
internal and external companies. For management, it is seen to be supporting the

company's strategies.

According to GRI G4 guidelines (GRI, 2013a; 2013b), materiality analysis

should be conceived as participatory process, involving interactive dialogue with



stakeholders both internal and external to the organization. Material issues should be
determined and prioritized in accordance with stakeholder needs and internal analysis
regarding impacts on strategies, processes and competitive advantage. Therefore, a
systematic approach is required in order to effectively address materiality analysis
dealing with subjectivity of judgments, ensuring completeness in covering all

material aspects and engaging with stakeholders (Calabrese et al., 2016; Zhou, 2011).

The motivation for the topic steams from the little research done in the field of
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This study extends prior studies”byy examining the consistency of the identified
material aspects in the sustainability report. This study is built up based on the
principles of defining report quality especially comparabilty principle which requires
the organization to present the reported information in a manner that enables
stakeholders to analyze changes in the organization’s performance over time, and that
could support analysis relative to other organizations (GRI, 2013). Furthermore, a
consistency of reported information shall provide stakeholders to be able to compare

information on the organization’s current economic, environmental, and social



performance against the organization’s past performance, its objectives, and, to the
degree possible, against the performance of other organizations. It also allows internal
and external parties to benchmark performance and assess progress as part of rating

activities, investment decisions, advocacy programs, and other activities.

The sustainability report of selected cement companies in Indonesia will be
the object of this study. Cement companies are often positioned as environmentally
sensitive industry in which they have more pressure to disclose environmental
information than those in the less sensitive -industries (i.e. banking and consumer
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According to the problem statemew, e ogjective of this research are :

e To find out the extent to which cement companies report their material aspect

consistently.

e To find out if the companies provide an explanation of the aspects that are not

reported consistently.



1.4.Research Benefit
This research is expected to provide benefits as follows:

1. To know the what are those identified material aspects in sustainability report of

cement companies in Indonesia.

2. To know if those identified material aspects are consistently reported in

sustainability report.
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