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Abstract. This study aims to examine the effect of CEO characteristics and stakeholder
involvement on CSR disclosure quality, with firm performance as a moderating variable. This
study was conducted with the assumption that the analysis of human factors (in this case
management) is often forgotten when analyzing CSR reporting. Thus, the upper echelon theory
is used as the basis in this study. This study also provides a different measurement of CEO
education, where CEO education is not only seen from the background of economic and business
education, but also seen from the CSR certification followed by the CEO. The study's findings,
based on data from Kompas-100 firms listed on the Indonesia Stock Exchange from 2018 to
2019, show that CEO tenure, CEO education, and stakeholder involvement all have a significant
positive influence on CSR disclosure quality. However, CEO compensation has no effect on
CSR disclosure quality. Furthermore, the firm's financial performance was proven to moderate
the positive influence between CEO tenure and CEO education on the quality of the firm's CSR
disclosure, but failed to moderate the effect of CEO compensation and stakeholder involvement
on the quality of the firm's CSR disclosure.

Keywords. CEO characteristics; Stakeholder Influence; CSR Disclosure; Firm Financial
Performance

Introduction

Based on global research conducted by KPMG in 2017, many countries in the world are making
efforts to increase the level of CS reporting. Meanwhile, the trend to include non-financial
reports in the annual report increased dramatically in 2017, which is around 78% of the world's
top firms (G250) [1]. How about Indonesia? Based on observations made by the author on firms
listed on the Indonesia Stock Exchange in 2018, only about 20-25% of firms present CSR
reports (as separate reports from financial reports) on the firm's website. Although the
government and stakeholders encourage firms to disclose their CSR, there are still many firms
that have not presented annual CSR reports on a regular basis. This is because companies
usually only look at short-term aspects and ignore the impacts of their activities such as social
and environmental impacts [2].

Disclosure of Corporate Social Responsibility (CSR) is considered as the main
communication tool for firm stakeholders regarding CSR activities [3]. CSR activities carried
out by the firm can demonstrate that the firm, in addition to its business activities, plays a role
in assisting the government and the community through various CSR implementation programs.
Therefore, CSR disclosure is regarded as a critical tool used by a public relations firm to
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communicate and build mutual understanding, manage potential conflicts, and provide
legitimacy to stakeholders and society as a whole [4]. Therefore, it is very important to know
management's perception of CSR in relation to the effectiveness and efficiency of the firm's
CSR disclosure.

The literature study conducted by Adams (2002) explains that CSR disclosure is often
associated with three things, firm characteristics (related to the firm's financial performance),
general contextual factors (related to the country where the report is published, social and
political factors, media pressure and stakeholders), and internal contextual factors (the firm
chair and the CSR committee). [5] shows that relatively few studies have examined the impact
of internal contextual factors on the level and nature of sustainability reporting. In line with
Adams' statement, Adams, Baele, and Everaert (2012) also stated that the analysis of human
factors (in this case management) is often forgotten when analyzing CSR reporting. This has
triggered the development of studies in this field. Empirical studies in recent years have shown
increasing interest in analyzing the relationship between CEO characteristics and CSR
disclosure [7]-[17]. However, the results of previous studies still show mixed results.

The results of studies conducted by Jian and Lee (2015) and Malik et al. (2020) found
a positive relationship between CEO compensation and CSR performance, while the research
results of Rekker et al. (2014) showed a negative effect. Meanwhile, the results of previous
studies have shown various influences on the relationship between CEO tenure and CSR
performance. The results of Huang (2013) and Malik et al. (2020) show a positive relationship
between CEO tenure and CSR performance, while the results of Chen et al. (2019) and Lewis
et al. (2014) show a negative relationship, and the results of Oh et al. (2018) show that there is
no relationship between CEO tenure and CSR performance. The results of previous studies also
show mixed results regarding the relationship between CEO education and CSR performance.
The results of Lewis et al. (2014) and Malik et al. (2020) show a positive relationship between
CEO education and CSR performance, while the results of Sun and Rakhman (2013) show that
there is no relationship between CEO education and CSR performance. Based on this, the CEO
characteristic variable needs to be investigated further in order to generalize the results of
previous studies. This is also in line with the statement of Li et al. (2018) who argue that more
research on the role of CEOs in CSR disclosure is needed.

Stakeholders are individuals, groups, or organizations who have the same interest in a
particular organization [29]. Without the support of stakeholders, the firm cannot run its
business properly [30]. The firm seeks to provide benefits to stakeholders by meeting
sustainable development goals [31]. Therefore, stakeholders also have the same interests as the
firm. Assuming stakeholders have moral responsibilities and the same moral goals, firms must
demonstrate that they are acting to fulfill the moral responsibilities of stakeholders by disclosing
their sustainability activities in sustainability reports [32] Research results also show that the
pressure exerted by stakeholders demands high quality sustainability reports [33]. Based on
this, the involvement of stakeholders (stakeholder influence) can affect the quality of the firm's
CSR disclosure. In line with this, Rashid et al. (2020) stated that the role of strong stakeholders
in CSR disclosure is still an interesting area for further research.

This study contributes to the existing literature in terms of human aspect as a focus of
study. Because the study focuses on the characteristics of the firm's CEO, it emphasizes the
human aspect, where business activities are driven by humans, as well as strategic decision
making. Analysis of human factors (in this case the CEQ) is often forgotten when analyzing the
determinants of CSR disclosure. In addition, this study also provides different measurements
related to CEO education, where researchers not only use the CEQO's educational background,
but also see whether the CEO obtained certification in the field of CSR or not. Thus, the results
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of this study can provide input for regulators, in particular providing input on CEO education.
Furthermore, this study not only examines the direct relationship between CEO characteristics
and stakeholder influence on CSR disclosure quality, but this study also examines how the
firm's financial performance has the potential to affect this relationship. Thus, the findings
contribute to the existing literature by providing new evidence.

Theoretical Background
Upper Echelon Theory
Upper echelon theory (UET), which is widely used in the behavioral literature, including the
domains of psychology and finance, appears to be suitable for studying individual beliefs,
values, and behavior [41]. Upper echelon theory is “based on the assumption that business
actors' behavior is rationally limited. Individual cognitive characteristics and values dominate
the decisions of top management members with a major influence on second-tier managers and
other employees” [42]. According to this theory, some observable personal attributes can
inhibit/trigger the decision-making process, including CSR decisions [8]. In addition,
Organizational outcomes resulting from strategic decisions and effectiveness are a reflection of
leadership characteristics such as age, functional background, tenure, socioeconomic roots,
education, and financial position, all of which shape leaders’ values and cognitive abilities [41].
Thus, the characteristics of the CEO in this study that are related to the upper echelon theory
consist of CEO compensation, CEO tenure, and CEO education.

Previous research has found that longer CEO tenure leads to more work experience,
which allows CEOs to make better strategic decisions about CSR disclosure (Kruger, 2009).
Furthermore, when it comes to the relationship between CEO compensation and CSR
performance, CEO compensation in the form of equity shares (options) [14], as well as long-
term payments [42] [43] can result in an increase in CSR performance. Furthermore, highly
educated CEOs may prove to be better decision makers, as they are exposed to better knowledge
and have an open-minded approach [41].

Legitimacy Theory

According Gray et al. (1995), legitimacy theory is “a condition in which a firm's value system
is in line with the value system of a larger social system, of which the firm is a part. When there
is a difference between the two value systems, then a threat to the firm's legitimacy will arise”.

According to Deegan (2002), one of the factors motivating firms to disclose their social
and environmental performance is the desire to legitimize the organization's operations. This
shows that the firm wants its existence to be accepted by the community. Therefore, the firm
needs to carry out activities that have the support of the community so that the firm's
sustainability can be maintained.

This is consistent with the findings of [45], which show that firms that disclose their
social performance have an impact on social values in the firm's operating environment. This
is because legitimacy is influenced by culture, different interpretations of society, political
system, and government ideology.

Stakeholders are individuals, groups, or organizations who have the same interest in a
particular organization [29]. Without the support of stakeholders, the firm cannot run its
business properly [30]. Assuming stakeholders have moral responsibilities and the same moral
goals, firms must demonstrate that they are acting to fulfill the moral responsibilities of
stakeholders by disclosing their sustainability activities in sustainability reports [32].
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Hypothesis Development

CEO Tenure on CSR disclosure quality

Resource-based theory [50] assumes that “a longer CEO tenure is associated with better CSR”.
This is because CEOs have acquired more industry and firm-specific knowledge as a key
requirement for the success of CSR activities. In line with this theory, the longer time a manager
spends in the office dealing with office tasks/challenges, the more experienced and
knowledgeable they tend to be [8].

Kesner (1988) reports that “directors need a minimum of three to five years, and
sometimes more, to understand an organization's strategies and processes, in order to have a
positive influence on its performance. The average tenure on the board can be explained by a
number of factors, including events related to the organization's management and decisions by
the directors themselves”. The results of previous studies show that there is a positive influence
between CEO tenure and CSR disclosure [8], [52]. Based on this description, the study proposes
that more experienced CEOs are more aware of CSR practices and disclosures, regardless of
whether they serve legitimate purposes or may support a stakeholder perspective.
hypothesis 1 (H1a): CEO Tenure has a positive effect on CSR disclosure quality.

CEO Compensation on CSR disclosure quality

Monetary and non-monetary incentives can play an important role in a person's decision
choices. The CEO who is the driving force of the firm's strategic direction is a key official
whose monetary and non-monetary interests can influence his decisions regarding CSR [8]. In
line with this opinion, stocks increase CEO risk aversion. CEO shareholders will attempt to
reduce potential risks to firm performance and share prices by avoiding irresponsible and
socially unethical business decisions, while also attempting to accumulate moral capital by
pursuing profitable and socially ethical activities [14]. The results of previous studies document
that CEO compensation has a positive effect on CSR disclosure [8], [14]. Based on this
description, the following hypothesis can be formulated:

hypothesis 1 (H1b): CEO compensation has a positive effect on CSR disclosure quality.

CEO Education on CSR disclosure quality

Highly educated CEOs may prove to be better decision makers, as they are exposed to better
knowledge and have an open-minded approach [41]. Increased CEO education (e.g., with a
master's or PhD degree, particularly in a CSR-related discipline) is also associated with
increased reliance on stakeholder demands and CSR activities. This can be justified by the
resource-based theory developed by Hart (1995). Other schools of thought, however, believe
that, with the exception of MS and MBA degrees, other degrees have no effect on a firm's CSR
performance, and that only specific education can affect CSR performance [52]. The results of
[22] stated that managers with an MBA degree had a positive effect and a lawyer's degree had
a negative effect on participation in carbon disclosure projects. Based on this description, the
following hypothesis can be formulated:

hypothesis 1 (H1c): CEO Education has a positive effect on CSR disclosure quality.

2.4.2 Stakeholder Influence on CSR disclosure quality

Stakeholders are individuals, groups, or organizations who have the same interest in a particular
organization [29]. Without the support of stakeholders, the firm cannot run its business properly
[30]. Assuming stakeholders have moral responsibilities and the same moral goals, firms must
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demonstrate that they are acting to fulfill the moral responsibilities of stakeholders by disclosing
their sustainability activities in sustainability reports [31].[32]. The results also show that the
pressure exerted by stakeholders demands high quality sustainability reports [33]. Based on
this, the involvement of stakeholders (stakeholder influence) can affect the quality of the firm's
CSR disclosure. Based on this description, the following hypothesis can be formulated:
hypothesis 2 (H2): Stakeholder Influence has a positive effect on CSR disclosure quality.

2.4.3 CEO Characteristics, Quality of CSR Disclosure, and Financial Performance
Upper echelon theory is based on the assumption that “the behavior of business actors is limited
rationally. Individual cognitive characteristics and values dominate the decisions of top
management members with a major influence on second-tier managers and other employees”
[42]. According to this theory, some observable personal attributes can inhibit/trigger the
decision-making process, including CSR decisions [8]. In addition, Organizational outcomes
derived from strategic decisions and effectiveness are a reflection of leadership characteristics,
such as tenure, education, socioeconomic roots, age, functional background, and financial
position, which shape the cognitive abilities & values of leaders [41].

Corporate financial performance plays a key role in improving the quality of strategic
decisions and ensuring the successful implementation of innovative strategies, including firm
CSR [36], [37], [39], [40], [53]. Previous studies that examined the firm's financial performance
showed that the firm's CSR can improve the firm's financial performance [54]-[56]. Based on
this description, the following hypotheses can be formulated:
hypothesis 3 (H3a): Financial Performance strengthens the positive influence between CEO
Tenure on CSR disclosure quality.
hypothesis 3 (H3b): Financial Performance strengthens the positive effect of CEO
Compensation on CSR disclosure quality.
hypothesis 3 (H3c): Financial Performance strengthens the positive effect of CEO Education
on CSR disclosure quality.

2.4.4 Stakeholder Influence, Quality of CSR Disclosure, and Financial Performance
Stakeholders are individuals, groups, or organizations who have the same interest in a
particular organization [29]. Without the support of stakeholders, the firm cannot run its
business properly [30]. Assuming stakeholders have moral responsibilities and the same moral
goals, firms must demonstrate that they are acting to fulfill the moral responsibilities of
stakeholders by disclosing their sustainability activities in sustainability reports [32]. The
results also show that the pressure exerted by stakeholders demands high quality sustainability
reports [33]. Corporate financial performance plays a key role in improving the quality of
strategic decisions and ensuring the successful implementation of innovative strategies,
including corporate CSR [36], [37], [39], [40], [53]. Previous studies that examined the firm's
financial performance showed that the firm's CSR can improve the firm's financial performance
[54]-[56]. Based on this description, the following hypotheses can be formulated:
hypothesis 4 (H4): Financial Performance strengthens the positive influence of Stakeholder
Influence on CSR disclosure quality.
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Based on this description, the research model can be described as follows:

CEO Characteristics:

CEO Tenure

CEO Compensation T _
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/ Disclosure
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Stakeholder Influence /
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Performance
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Board independence

Leverage
Firm size

Figure 1. Research Model

3. Research Method

This study uses secondary data, i.e., audited financial report data of public firms incorporated
in the 2018-2019 Kompas-100 index obtained from the Indonesia Stock Exchange website, as
well as CSR report data obtained from the firm website. The data used are audited financial
report data and Kompas-100 firm CSR reports in 2018 and 2019, because this period was the
period before the economic crisis that occurred due to the COVID-19 pandemic. This is done
because this study seeks to test the quality of CSR disclosure, so it is necessary to avoid other
factors that can affect the quality of disclosure (for example the COVID-19 pandemic) that may
cause bias in research.

3.1 Operational Variable

CSR Disclosure Quality

CSR disclosure quality is measured using measurement items developed by Habek and Wolniak
(2015). Based on Habek and Wolniak (2015), the criteria for measuring relevance consist of 11
items which include: sustainability strategy, stakeholders, reporting objectives, trends from
time to time, market performance, workplace, environment, community, corrective actions,
integration with business processes, and executive summary. Meanwhile, the criteria for
measuring the credibility of information consist of 6 items which include: readability, basic
principles of reports, data quality, stakeholder expectations, feedback, and audits. Each CSR
report from each firm were assessed for indicators manually and given a ranking using a five-
point scale (from 1 to 5). Point 1 is awarded when the report does not mention information
about the indicator; point 2 if there is some information, but little is mentioned; point 3 if the
most important aspects of the indicator are included; point 4 if the report provides better-than-
average detailed information; and point 5 if the firm explains the indicators completely and in
detail. In order to provide a ranking for the two criteria indicators above (relevance and
credibility), then from the results of the assessment using a rating scale, the mean of each
indicator were calculated as follows:
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Furthermore, the aggregate quality of the sustainability report indicators for the Sample (Qs)
was calculated by:

Rr + Cc
CEO Tenure

CEO tenure indicates how long a CEO has been in office. Therefore, the length of a CEO's
tenure or the length of the contract as CEO is used to determine CEO tenure.

CEO Compensation

CEO compensation refers to the amount of monetary incentives received by the CEO.
Therefore, the amount of CEO compensation paid in a year is used to calculate CEO
compensation.

CEO Education

The previous measurement of CEO education often refers to Huang and Lien (2012), where
only CEOs with MS and MBA education backgrounds affect CSR disclosure. However, in
recent years there have been many certification bodies related to CSR, such as the NCSR which
oversees the CSRS and CSRI certifications. The certification can be obtained even if a person
does not have an educational background in economics and business. Based on this, the
measurement of CEO education in this study uses a different measurement from previous
studies, where this study gives a score of "2" if the CEO has a background in economics and
business education and has CSR certification/attended training organized by NCSR, the score
" 17 if the CEO has a background in economics and business education, or the CEO has no
economic and business education background but has a CSR certification/attended training
organized by NCSR, and a score of “0” if the CEO does not have both.

Stakeholder Influence

Previous studies have shown that stakeholder groups, in particular, primary stakeholders (e.g.,
consumers, suppliers, financiers, government, and employees) and secondary stakeholders (e.g.,
media, communities, and non-governmental organizations), can influence the quality of a firm's CSR
disclosures [58]. Stakeholder influence is measured using a dummy, where the score is “1” is given
if the firm has overseas sales, and “0” if it does not. This is based on Rashid et al. (2020), which
explains that firms operating in export-oriented industries depend on international buyers for their
long-term business survival and growth.

Financial Performance

There are two well-known financial performance indicators and are often used in various
studies, i.e., ROA and Tobin's Q ratio [9]. Financial performance measurement using ROA
assesses the financial performance of accounting-based firms, while the Tobin’s Q ratio is a
market-based performance indicator. The Tobin’s Q ratio takes into account the market value
of the firm on the stock exchange. It is often considered a reliable measure that shows a firm's
performance based on its growth potential [9].
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Board independence

Board independence refers to independent directors who have no affiliation with the firm except
for the directorship of the firm. They have an important impact on monitoring activities. Board
independence is measured by the number of independent directors on the board relative to the
total number of directors [59].

Leverage

Leverage has been widely suggested as a potential determinant of firm performance, as it helps
to overcome agency problems in public firms. We measure financial leverage by debt-to-equity
ratio as was done in previous studies [60].

Firm size
The natural logarithm of total assets is used as a proxy for firm size. This measurement is
consistent with research [8].

Results and Discussion
Instrument Validity and Reliability Test

The validity test was carried out to determine whether the measuring instrument, which
took the form of a questionnaire, could actually perform its function. In addition to being valid,
the measuring instrument must also be reliable. The reliability testing uses the Cronbach's
Alpha method.

Table 1 The results of the validity and reliability tests of the content of CSR disclosure
analysis

Items Coefficient Notes
Item 1 0.900 Walid
Iteqn 2 0.862 Walid
Item 3 0.867 Walid
Item 4 0.895 Walid
Item 5 0.811 Walid
Item & 0.844 Walid
Item 7 0871 Walid
Item 8 0.812 Walid
Itein © 0.853 Walid
Item 10 0.797 Walid
Item 11 0.866 Walid
Item 12 0.847 Walid
Item 13 0.635 Walid
Item 14 0.755 Walid
Item 135 0779 Walid
Item 16 0.800 Walid
Item 17 0.561 Valid
Cronbach’s Alpha Incl 0972

Source: processed data (2021)

In table 1, it can be seen that the correlation coefficient (r) of each statement item is greater than
the critical value of 0.30. The results of this test indicate that all statement items are valid so
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that they can be included in the next analysis. Cronbach's Alpha coefficient of 0.972 is greater
than 0.7. Thus, the question items on the questionnaire are declared reliable.

Table 2 Descriptive Statistics of CEO Education and Stakeholder Influence

Variable Criteria Freq. Percentage
Stakeholder Influence Yes 121 69.5
No 53 30.5
CEO Education 0 51 29.3
1 112 64.4
2 11 6.3

Source: processed data (2021)

Table 3 Descriptive Statistics of CEO Tenure, CEO Compensation, Firm's Financial
Performance, CSR Quality, and Control Variables

Variables N Mean Std. Dev. Min. Max.
CEO Tenure 174 6.28 5.37 1.00 27.00
Ln CEO Compensation 174 22.23 0.82 2042 24.27
Tobin's Q 174 8.89 64.17 058 659.47
CSRD Quality 174 3.40 0.79 1.83 4.82
Board Independence 174 0.13 0.09 0.00 0.33
Leverage 174 1.82 1.87 0.12 9.26
Firm Size 174 31.03 156 24.86 34.89

Source: processed data (2021)

In table 2, it can be seen that CEO education has the highest score for a score of 1, where the
CEO has a background in economics and business education, or the CEO does not have an
economic and business education background, but has CSR certification. Thus, 70% of CEO
education in this study has economic and business education background, or CEO does not have
economic and business education background, but has CSR certification, or even has both
economic and business education background and is also CSR certified. The descriptive
statistics in table 3 show that the CEO Tenure variable and the firm's financial performance
have a relatively high standard deviation value compared to the mean value. This shows that
the variability of the sample for CEO Tenure and the Firm's Financial Performance is quite
high. Meanwhile, the variables of CEO compensation, CSRD quality, board independence,
leverage, and firm size have a lower standard deviation than the mean value. This shows that
CEO compensation, CSRD quality, board independence, leverage, and firm size in the sample
of this study are homogeneous and have low variability.

On the other hand, the average CEO tenure is 6.28 years with a minimum of 1 year
and a maximum of 27 years. CEO compensation shows a natural logarithm average of 22.23
with a minimum of 20.42 and a maximum of 24.27. The firm's financial performance as
measured by Tobin's Q shows an average of 8.89%, with a minimum of 0.58% and a maximum
of 659.47%.

21



Technium Business and Management (TBM)

i Vol. 2, No. 1, pp.13-29 (2022)
'NT | |SSN: 2821-4366
=N www.techni umscience.com

Classic assumption test

There are several assumptions that must be made before testing the hypothesis using
moderated regression analysis, including the normality test using the Kolmogorov-Smirnov
test, and the regression model is said to be normally distributed if the probability value
(significance) is greater than 0.05. The results of this study's normality test revealed a
significance value (Asymp.sig.2-tailed) obtained from the Kolmogorov-Smirnov test of 0.200
> 0.05, indicating that the regression model was normally distributed. In the heteroscedasticity
test, the Glejser test is used. If there is a significant regression coefficient at an error rate of 5%,
it indicates the occurrence of heteroscedasticity. The significance value of the regression
coefficient of each independent variable is still greater than 0.05. This indicates that the
independent variable has no relationship with the absolute residual. Thus, it can be concluded
that there are no symptoms of heteroscedasticity in the regression model. The results of the
multicollinearity test are indicated by the VIF value < 10. This indicates that there is no
multicollinearity between the variables in this study.

Correlation Analysis

Before testing the effect of CEO characteristics moderated by corporate financial
performance on CSR disclosure quality, the relationship between CEO characteristics and CSR
disclosure quality is analyzed first.

Table 4 Correlation Matrix

CBD Tem Comp Edu A B Ten'F? Comp*FP Edu*FP SIFP Ind  Lev iz

LI 130" 1
iow 0082 0125 1
LI £ 0435 4H2* 00 1

il 041 0i3s* 0068 0072 1

Bafy

i M o0z Q002 0080 0046 40052 1

T KM 0041 0QB0*  -00E7 0039 Q080 DM 1

PoxM 0059 0046 0037 0038 Q116 08430 05H0 1

8 XM 0030 0043 0079 01 0034 0863 0110 nE1* 1

10 ¥4 0 0025 0043 0040 Q035 0634¢ 066t 0135 0.608* 1

11 15 4151 0083 0228 0085 01550 0456 -DSE 0137 0138 0080
[ o3 0411 00B6  042E¢ 0029 D023 QS 407 0md 00ds 0235 1

13 ¥ 0397 DUs6* 0028 0400 0119 0259t LA12 DA 0277 03150 0.3E6 0474 1
* Comrelation is significant at the 0,05 level (1-tailed)

Source: processed data (2021)
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Hypotheses Test Result

The moderating regression equation model was used to examine the effect of CEO
characteristics and stakeholder influence moderated by the firm's financial performance on CSR
disclosure quality with board independence, leverage, and firm age as control variables.

Table 5 Results of Moderating Regression Analysis

S Model 1 Model 2 Model 3 Hypotheses
Variables . - . = : —
Coeff. | Sig. | Coeff. | Sig. | Coeff. | Sig. status
CEO Tenure (X1) 0.019 | 0060 | 0085 | 0000 [ 0087 [ 0000 HI supported
CEOQ Compensation (3z) 0.033 | 0.614 | 0672 | 0.037 | o0.391 | o.182 | 2 not-supported
CEOQ Education (3) 0420 | 0000 | 20835 | 0003 | 2046 | o002 H3 supperted
Stakeholder Influence (34) 0726 | 0000 | 0970 [ 0000 | 0732 | o002 H4 supperted
Tobin's G (M) 0.115 | 0003 0.085 | o0.017 Sig
CEO Tenure®*hi 2867 | 0,004 2480 | 0.006 HY supported
CEQO Compensaton*h 4. 627 | 0039 > 791 0.171 H6 not-supported
CEOQ Education®*M 7.943 | 0017 | 8012 | o010 H7 supported
Stakeholder Influence®*M 1.780 | 0.361 0454 | o079g | I8 not-supported
Board Independence (1) 0249 | 0672 Not-z1g
Leveraze (3s) 0060 | 0.039 Sig
Fom Size (35) 0.150 | 0.000 S1E
R Square 0.266 0.334 0.469
Adjusted F. Square 0.240 0.208 0.430
15322 11.871
F (sig.) (0.000) 9.149 (0.000) (0.000)

Source: processed data (2021)

In table 5, it can be seen in model 1 that the coefficient of determination (R Square) of
0.249 indicates that the characteristics of CEO and stakeholder influence without moderating
variables and control variables are able to explain the variance of CSR disclosure quality of
24.9%. Then, in model 2 with the inclusion of the firm's financial performance as a moderating
variable, it is obtained R Square of 0.298. This means that with the inclusion of the firm's
financial performance as a moderating variable, the characteristics of the CEO and stakeholder
influence are able to explain the variance in the quality of CSR disclosure of 29.8%. Then, in
model 3 with the existence of board independence, leverage, and firm size as control variables,
the R Square of 0.43 is obtained. This means that with the existence of board independence,
leverage, and firm size as control variables, CEO characteristics and stakeholder influence
moderated by the firm's financial performance are able to explain the variance in the quality of
CSR disclosure by 43%. The F value in model 3 is 11.871 with a probability value less than
0.05. This indicates that the characteristics of CEO and stakeholder influence moderated by
firm financial performance with board independence, leverage, and firm size as control
variables can be used to predict the quality of CSR disclosure.

In table 5 model 3, it can be seen that CEO tenure, CEO Education, and Stakeholder
Influence has a positive coefficient on CSR disclosure quality with each probability value of
(0.000; 0.002; 0.002). Thus, it can be concluded that CEO tenure, CEO Education, and
Stakeholder Influence can increase CSR disclosure quality. In table 5 model 3, it can be seen
that CEO compensation has a positive coefficient on CSR disclosure quality with a probability
value of 0.182. the result show that CEO compensation has no effect on CSR disclosure quality.
CEO tenure & CEO Education moderated by the firm's financial performance has a positive
coefficient on CSR disclosure quality with each probability value of 0.006 & 0.01. Thus, it can
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be concluded that CEO tenure & CEO Education which is moderated by the firm's financial
performance has a positive effect on CSR disclosure quality, but not for CEO compensation
and stakeholder influence which have probability value of 0.171 & 0.798.

4.2 Discussion

This research has successfully proven that CEO characteristic named CEO tenure and
CEO education has a significant positive effect on CSR disclosure quality. The results of this
study support the results of previous studies which show that there is a positive influence
between CEO tenure and CSR disclosure [8], [52]. Thus, more experienced CEOs tend to be
more aware of CSR practices and disclosures whether they are for legitimate purposes or
perhaps to support a stakeholder perspective. The results of this study also support the results
of previous studies [22], [52], where a highly educated CEO has been shown to affect the firm's
CSR performance. Increased CEO education (e.g., with a master's or PhD degree, particularly
in a CSR-related discipline) is also associated with increased reliance on stakeholder demands
and CSR activities. The results of this study also prove that CEOs who have CSR-related
certifications can improve the quality of the firm's CSR disclosures. Thus, the results of this
study support the upper echelon theory, where individual values & cognitive characteristics
dominate the decisions of top management members with a major influence on other employees
[42].

However, this study did not successfully prove the effect of CEO compensation on CSR
disclosure quality. The results of this study are in line with Fredrik and Johansson (2018) study.
This may be due to the difference in the amount of CEO compensation in Rupiah and in US
Dollars, which are very far apart. However, in the data used in this study, more CEO
compensation is paid in Rupiah, so the amount is not too large. The lowest CEO compensation
is Rp900 million, and the highest is Rp26 billion, while the average CEO compensation is Rp3
billion. These results indicate that the average CEO compensation used in this study has a wide
range. The difference in CEO compensation payments can trigger the high (low) quality of the
firm's CSR disclosures.

This research show that stakeholder influence has a significant positive effect on CSR
disclosure quality. The results of this study are in line with [33], where the pressure exerted by
stakeholders demands high quality sustainability reports. The results of this study also support
the theory of legitimacy, where firms must act in accordance with the value system prevailing
in society. Assuming stakeholders have moral responsibilities and the same moral goals, firms
must demonstrate that they are acting to fulfill the moral responsibilities of stakeholders by
disclosing their sustainability activities in sustainability reports [32].

Furthermore, this research has successfully proven that financial performance moderate
positive influence between CEO characteristic named CEO tenure and CEO education to CSR
disclosure quality. Organizational outcomes derived from strategic decisions and effectiveness
are a reflection of leadership characteristics, such as tenure, educatiaon, socioeconomic roots,
age, functional background, and financial position, which shape the values and cognitive
abilities of leaders [41]. Corporate financial performance plays a key role in improving the
quality of strategic decisions and ensuring the successful implementation of innovative
strategies, including corporate CSR [37], [40], [53]. Previous studies that examined the firm's
financial performance showed that the firm's CSR can improve the firm's financial performance
[56]-[58].[54]-[56]. However, the results of this study fail to show that the firm's financial
performance is able to moderate the effect of CEO compensation on CSR disclosure quality.
This is because before the moderation test, there is no influence between CEO compensation
on CSR disclosure quality, which may be due to the wide compensation range between firms
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with compensation in Rupiah and compensation in USD. The results show that the firm's
financial performance did not succeed in moderating the influence of stakeholder influence on
CSR disclosure quality. This may be due to the very weak correlation between stakeholder
influence and financial performance on CSR disclosure quality. Thus, the results of this study
are not able to support [17].

Conclusions, Implications, and Limitations

This study aims to examine whether the CEO characteristics consisting of CEO tenure, CEO
compensation, and CEO education, as well as stakeholder involvement affect the quality of the
firm's CSR disclosures. Furthermore, this study also examines whether the firm's financial
performance can moderate the effect of CEO characteristics and stakeholder involvement on
firms> CSR disclosure quality. The results of this study indicate that CEO tenure, CEO
education, and stakeholder involvement have a significant positive effect on CSR disclosure
quality. However, CEO compensation has no effect on CSR disclosure quality. Furthermore,
the firm's financial performance was proven to moderate the positive influence between CEO
tenure and CEO education on the quality of the firm's CSR disclosure, but failed to moderate
the effect of CEO compensation and stakeholder involvement on the quality of the firm's CSR
disclosure.

The results of our study related to CEO characteristics have practical implications for
firms and regulators, especially regarding CEO education, where the role of CEO education
and certification in the field of CSR can improve the quality of firms’ CSR disclosure. The
government and professional institutions (IAl, IAPI) are deemed necessary to establish certain
educational and certification standards for firm management and auditors in order to improve
CSR disclosure quality, particularly in integrated reports. Furthermore, the results of this study
also convey a message to regulators and other stakeholders that the influence of stakeholders
plays a role in limiting the opportunistic attitudes of firm CEOs regarding CSR disclosure.

Apart from the implications of the results of this study, this study also has limitations,
especially regarding the characteristics of CEOs. In an effort to test the upper echelon theory,
further research needs to explore various CEO characteristics that are important in improving
the quality of CSR disclosure, such as CEO age, CEO turnover rate, CEO power, CEO
narcissism, and CEO value.
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