ANALYSIS OF THE EFFECT OF CORPORATE GOVERNANCE
MECHANISMS TOWARDS ENVIRONMENTAL DISCLOSURES AND
THE IMPACT ON FIRM VALUE
(Empirical Study on Mining Company Listed in Indonesia
Stock Exchange during 2015-2016)

UNDERGRADUATE THESIS

This Undergraduate Thesis is submitted to obtain the Bachelor of Economics
degree at International Program of Accounting Department,
Economics and Business Faculty
Universitas Muhammadiyah Yogyakarta

By:
SHABRINA RAHMA ANINDYA
20140420052

FACULTY OF ECONOMICS AND BUSINESS
UNIVERSITAS MUHAMMADIYAH YOGYAKARTA
2017



DECLARATION PAGE

Written by,
Name : Shabrina Rahma Anindya
Student Number : 20140420052

I hereby declare that undergraduate thesis under the title “ Analysis of The
Effect of Corporate Governance Mechanisms towards Environmental
Disclosures and The Impact on Firm Value (Empirical Study on Mining
Company Listed in Indonesia Stock Exchange during 2015-2016)”, its content
is truly my own work and | did not plagiarize or do any quotation in ways that are
inconsistent with the prevailing ethic in the scientific community. This can be
inferred that | am ready to bear any risk or sanction imposed to me in accordance
with applicable regulations. Furthermore, if the future found a breach of scientific

ethics, I am willing to accept the sanctions.

Yogyakarta, December 15t 2017

Shabrina Rahma Anindya



MOTTO

Hidupmu dan masa depanmu kamu sendiri yang menentukan, bukan orang lain.
(Mom & Dad)

Cukuplah Allah (menjadi pelindung) bagimu. Dialah yang memberikan kekuatan
kepadamu dengan pertolongan-Nya dan dengan (dukungan) orang-orang
mukmin.

(Q.S Al-Anfal: 62)

If you’ve never tried, how will you ever know if there’s any chance?
(The Author)

Giving up is the greatest failure.
(Jack Ma)

Be ready when opportunity comes.
Luck is the time when preparation and opportunity meet.
(Roy D. Chapin Jr.)



FOREWORD

Alhamdulillahirabbil’alamin, thank you Allah SWT, the most merciful and
most gracious who has given me the blessing and an opportunity to accomplish my
undergraduate thesis entitled “Analysis of The Effect of Corporate Governance
Mechanisms towards Environmental Disclosures and The Impact on Firm
Value (Empirical Study on Mining Company Listed in Indonesia Stock
Exchange during 2015-2016) at International Program of Accounting, Faculty of
Economics and Business, Universitas Muhammadiyah Yogyakarta.

The truth, I could not have achieved my current level of success without the
support of a number of group. Several people have contributed financially,
emotionally, academically, and practically. Without their help, it would have been
difficult for me to finish the undergraduate thesis.

First of all, I am indebted particularly to two people who have given me
encouragement, intellectual stimulation and guidance. They are my supervisor Ms.
Evi Rahmawati., S.E., M.Acc., Akt.,, PhD., CA. and Ms. Peni Nugraheni, S.E.,
M.Si., Ak., CA as the Director of International Program for Accounting who guided
me with patient, wisdom and compassion. Their corrections, critical remarks and
suggestions have allowed me to develop my ideas and to finish this undergraduate
thesis.

Then, 1 would like to say thanks to Dr. Rizal Yaya, S.E., M.Sc., Ak., CA as
the Dean of Faculty of Economics and Business, UMY; Mr. Pradana Akbar
Tanjung, S.Pd., soon to be M.Pd. who did a great deal to correct and improve my

writing; and all the lecturers of Faculty of Economics and Business, thanks for all

Vi



support and motivation throughout these fabulous years. My deepest appreciations
also go to all staffs at the Faculty of Economics and Business for their assistances
during my study at Universitas Muhammadiyah Yogyakarta.

My sincere gratitude goes to my beloved parents, Agus Alim and Wiwik Sri
Lestari, who always support me with love and understanding. Thank you for always
being there for me through ups and downs, to be grateful for what I have and to not
take anything for granted. Your prayer, help, guide, and affection are the sources of
my strength all the way through my life. Thank you to my other half and my best
bickering partner, Sania Rahma Anindita. | love you so much.

Special appreciations for my best bf and my human diary, M. Biyas Surya
Prayoga, thank you for loving me unconditionally and your unwavering support till
now. For my big brothers from another mother, Aji Nugroho, Bobby Perdana Putra,
Haryanto Dwi Opagus, Wahyu Saputro, and Tony Nurhadianto, thank you for
always being my best listeners ever.

Furthermore, for my best friends, Salsabila Nuha Zafira, Annisa Lupitasari,
Olivia Meirina, Maya Ellisa, Estha Very Veronica, Nella Mirani, Noor Esa Melati,
and Faradilla F. Rima, thank you for staying beside me through my hardest part in
life and for getting me know what a true friends is. Thanks for the good times we
had and all those crazy stupid stuff that we did together. I’'m very grateful to know
such marvelous people like you guys!

To the friends that turned into family, KKN Tejogan 184 Sakdulur
Saklawase, Pram, Uda Yanto, Wahyu, Azizur, Irham, Sabdo, Mak Essa, Dilla, and

Latif, thank you for letting me know what a great team work and being my family

vii


https://www.google.co.id/search?q=thank+you+for+being+beside+me+quotes&sa=X&ved=0ahUKEwiCkdKf7-fXAhUEu48KHb8xAloQ1QIIhwEoAA

are. Thanks for the good times we had because they gave me a lot of enormous
memories in this life.

To all my gorgeous Mendez squad, Ana Mugiyati, Dara Alvi Ningrum,
Dhiyan Rizgih Munawaroh, Mariska Putriyanti, Tri Ani Amalia Rosida, and IPAcc
batch 2014 for the challenges value | had in the last 3 years and 3 months. | would
never be who I am if | never met you. I’'m lucky enough to have you within my 3.3
years study in this faculty. For IPAcc 1&J 2016 and for those that | cannot mention
their names, all | can say is you are the good people and my best students ever. Keep

fighting and see you on top guys!

Yogyakarta, December 15t 2017

Shabrina Rahma Anindya

viii



LIST OF CONTENT

LI L = 2 PR i
SUPERVISOR APPROVAL PAGE .......c.ooo ittt i
STATEMENT OF AUTHENTICITY PAGE ..o iii
DECLARATION PAGE ......ciiiiiieisesest sttt iv
IMOTTO ottt bbbttt s et et e et be st e e are st e e %
FOREWORD ..ottt sttt sn e eneene e Vi
ABSTRACT oottt sttt sttt ettt nesbe st e s e neene e iX
LIST OF CONTENT ..ottt e e s e e X
LIST OF PICTURE ...ttt e e Xii
LIST OF TABLE ..ottt xiii
CHAPTER I INTRODUCTION ...ttt ettt 1
A, BaCKgroUN.........cooiiiiieie e 1
B. SCOPE OF THE SEUAY ....oovviiiiiiiece e 10
C. ReSearch QUESLIONS ........cciveeivieiieciree ettt ettt sre e ere e saee e 10
D. RESEAICH PUIMPOSES .. .cviiiiiciiie sttt 11
E. Significance of The StUAY ........ccoiiiiiiiiee e 12
CHAPTER Il LITERATURE REVIEW.......coviiiiiieese e 14
A. Theoretical FrameWOrk ..o 14
1. AQENCY TREOIY ..ot 14

2. Legitimacy TREOIY ....cc.ccveieiiecie et 15

3. Stakeholder ThEOIY ......ccoiiiiiiie s 16

4, SIgNALING TNEOTY ..o 18

5. Corporate Governance MechaniSm ...........ccccvevvieiiieiie e, 19

6. Environmental DISCIOSUIE .........coouiiieiiiieiie e 26

7. FIrM ValUE ... 28

B. Hypothesis DeVelopmMeNt.........ccoooiiiiiiiiece e 29
C. RESEAICN MOUEL ..ottt nnes 44
CHAPTER Il RESEARCH METHOD........ccccciiiiiiiniieieieese e 46
A. RESEAICN ODJECT......iiiiiiiiiiieee e 46



B. TYPE OF DALA....eiiieiiiiii e 46

C. Sampling MEethod ......c.ooviiiiiii s 47

D. The Data Collection TEChNIQUE ..........coeiieiieieiieie e 47

E. Operational Definition and Variable Measurement ............cccoccvvveiininnnne 47

F. Data Analysis TEChNIQUE.........coiiiiieieie e 54

CHAPTER IV RESEARCH FINDINGS AND ANALYSIS ....ccccovvviivieieenen, 61

A. General Description of Research Object...........cccvveveiiiiieie e 61

B. Descriptive StatiStiCS TeST......ccvviiiiiiii i 61

C. Classical ASSUMPLION TESE ......ecveieeieciesieerie e 66

D. Hypothesis TeSHING......cciiiiiieiiieiie e 73

E. ReSearch ANAlYSIS ..ot 86

CHAPTER V CONCLUSION AND SUGGESTION ......cccoveiiiiiieisiieieeeesieas 98

AL CONCIUSION ...t 98

S 0T o= A o] SRR 99

C. Research LIMItation ..........ccocerieirieiieie e e 100

REFERENCES.......co ottt sttt 101
APPENDIXES

Xi



LIST OF PICTURE

Picture 2.1 Research Model 1, Hypothesis 1 — Hypothesis 7

Picture 2.2 Research Model 2, Hypothesis 8 .............ccccue....

Xii



LIST OF TABLE

Table 4.1 SAMPIING PrOCESS ....ccvviieiieieeie et 61
Table 4.2 Descriptive Statistics Research Model 1 ..........cccovviieiiiiiic v, 62
Table 4.3 Descriptive Statistics Research Model 2 ..........cccoovevviiviiic e, 62
Table 4.4 Normality Test Result Research Model 1.........cccccoevvveiiiiicincieene, 67
Table 4.5 Normality Test Result Research Model 2.............ccceovvvevviie e, 67
Table 4.6 Multicolinearity Test Result Research Model 1 ...........cccccoovvviviieennn. 69
Table 4.7 Multicolinearity Test Result Research Model 2 ...........cccccveeevievieennn, 69
Table 4.8 Heteroscedasticity Test Result Research Model 1..............cccoovviiennen. 71
Table 4.9 Heteroscedasticity Test Result Research Model 2............c.ccceevevieenee. 71
Table 4.10 AutocorrelationTest Result Research Model 1...........ccoocveiiiiiennne. 72
Table 4.11 Autocorrelation Test Result Research Model 2.............cccocoiviiieeen, 72
Table 4.12 Coefficient of Determination Test Result Research Model 1............. 73
Table 4.13 Coefficient of Determination Test Result Research Model 2............. 74
Table 4.14 Simultaneous Effect Test (F Test) Result Research Model 1............. 75
Table 4.15 Simultaneous Effect Test (F Test) Result Research Model 2.............. 75
Table 4.16 Partial Test (t — Test) Result Research Model 1 ...........cccoeiieiennee. 77
Table 4.17 Partial Test (t — Test) Result Research Model 2 ............ccccccovvevienee. 81
Table 4.18 Summary of Hypothesis Testing ReSult...........cccccoooeieiiiii i 84

Xiii



