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ABSTRACT 

Increasingly, business people believe that the CEO’s attitudes and behavior directly or indirectly impact the 

company’s sustainability. This phenomenon aligns with the increasing awareness of ESG management practices 

among stakeholders, particularly in large industries. Furthermore, the importance of sustainability in global 

conditions appears to underscore the role of foreign ownership in assessing company performance within the ESG 

framework. This quantitative study examines the influence of CEO overconfidence, industry characteristics, and 

foreign ownership on ESG disclosure using secondary data, consisting of 68 non-financial companies listed on 

the Indonesia Stock Exchange (IDX) from 2019 to 2022. The sample was determined using purposive sampling 

and analyzed using multiple linear regression tests in EViews software. The listed company’s ESG score was 

obtained from Bloomberg. The results indicate that CEO overconfidence does not significantly affect ESG 

disclosure, suggesting that the complexity of these decisions is influenced by various internal and external factors 

beyond the CEO’s influence. Foreign ownership significantly influences ESG disclosure, with higher levels of 

foreign ownership correlating with broader disclosure, driven by the adoption of best practices and standards 

from international markets, alignment with foreign shareholder expectations, and fostering strong relationships. 

This study suggests that companies should focus on industry characteristics and foreign ownership and not overly 

worry about the impact of their CEO's overconfidence on ESG disclosure. Management should tailor their ESG 

disclosure strategies to align with unique industry characteristics to enhance the company's reputation and foster 

stronger stakeholder relationships.  
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INTRODUCTION 

Sustainability has become a significant concern, attracting widespread attention (Eccles and 

Klimenko, 2019; Elg and Ghauri, 2023). Sustainability is the ability to meet present needs without 

compromising the ability of future generations to meet their needs (Du Pisani, 2006; Heinberg, 2010; 

United Nations, 1987). In the business context, sustainability, which still retains a broad meaning, is 

transformed into the concept and dimension of Environmental, Social, and Governance (ESG), first 

presented in an initiative called “Who Cares Wins” by the United Nations Global Compact (Global 

Compact, 2004).  
ESG disclosure enhances transparency and visibility in companies’ social and environmental 

factors and governance, which involves the criteria investors use to assess a firm or corporation’s 

implementation of Corporate Social Responsibility (CSR) (Li et al., 2018; Rau and Yu, 2023). In the 

environmental component, ESG practices encompass the reduction of greenhouse gas emissions and 

industrial waste, promotion of the sustainable use of natural resources, and protection of the 

environment. On the social side, ESG practices create an inclusive work environment and promote 

diversity, equality, and fairness among employees and consumers. ESG practices include information 

disclosure and accountability to stakeholders. Good governance practices help organizations make 

sustainable decisions and strengthen stakeholder trust (Grewal et al., 2019; De Masi et al., 2021; 

Mohammad and Wasiuzzaman, 2021; Xie et al., 2019). Investors expect ESG to serve as a 
comprehensive guide for companies to incorporate sustainability into their analyses and decision-

making processes (Khemir et al., 2019; Yawika and Handayani, 2019). Investors employ various 
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investment approaches in sustainable investing, including ESG integration, corporate engagement and 

shareholder action, norms-based screening, exclusivity screening, best-in-class screening, sustainability 

or thematic investing, impact investing, and community investing (Rau and Yu, 2023). 

In recent years, ESG has gained momentum in Indonesia, as evidenced by the increase in the value 

of managed funds of ESG investing index funds, which became a favorite for investors who support 

companies that are concerned with ESG requirements, from IDR 38 billion in 2014 to IDR 2.3 trillion 

in 2021 (Ahdiat, 2022). This trend shows a growing demand for transparent information on ESG 

practices and company performance (Mohammad and Wasiuzzaman, 2021), as in the European Union 

(Grewal et al., 2019). In response, the Indonesian government has supported companies in 

implementing sustainable report disclosures by issuing Financial Services Authority Regulation No. 

51/POJK.03/2017 regarding Implementing Sustainable Finance for Financial Services Institutions, 

Issuers, and Public Companies. In 2025, Diginex Limited (NASDAQ:DGNX), a sustainability 

technology provider, entered into an agreement with an Indonesian technology company to provide 

ESG reporting capabilities to more than 1,000 rural banks across Indonesia (Investing.com, 2025). 

Several independent international agencies, such as Thomson Reuters, Sustainalytics, MSCI, and 

Bloomberg, have stepped in to meet ESG disclosure requirements (Dieschbourg and Nussbaum, 2017). 
These agencies provide transparent ESG data for companies worldwide and assign ESG scores based 

on specific environmental, social and governance indicators. To date, no framework has adequately 

addressed ESG disclosure issues, including financial reporting concerns. While global consistency in 

ESG reporting is still needed, the GRI remains the most dominant standard used worldwide (KPMG 

International, 2022; Soysa et al., 2024).  

The transparency of ESG information through disclosure has a positive impact, benefiting both 

stakeholders and companies (Grewal et al., 2019; Li et al., 2018). Research on 5,000 public companies 

from the Bloomberg database from 2013 to 2021 found that investing in achieving high ESG 

performance promises financial returns for companies in terms of value and profitability (Aydoğmuş et 

al., 2022; Xie et al., 2019). Upper-echelon theory suggests that a CEO’s personality significantly 

impacts corporate strategy and performance (Al-Shammari et al., 2019). Logically, investment related 

to ESG performance can be expected to be an alternative business strategy for CEOs to gain financial 

returns. Research on companies in South Korea supports this assumption, suggesting that overconfident 

CEOs are more likely to be involved in ESG-related issues (Lee, 2021). A study in the US also showed 

that CEOs who tend to be narcissistic also tend to make ESG disclosures (Dabbebi et al., 2022).  The 

opposite is true in Russia (Lazareva, 2022). In the Indonesian context, there are still not many studies 

that link CEO overconfidence to sustainability issues. 

The 14.51% decline in the share price of Freeport Indonesia, a giant mining company, after the 

company’s management publicly announced that they could not take action on new environmental 

policies issued by the Indonesian government is evidence that ESG has been an ongoing concern for 

stakeholders (Bloomberg, 2018; Gunawan, 2018). Attention to a company’s ESG disclosure aligns with 

stakeholder theory, which states that companies try to maintain relationships with stakeholders by 

meeting their needs for the company’s long-term benefit (Li et al., 2018; Yawika and Handayani, 2019). 

This supports studies showing that specific or sensitive industry characteristics (Garcia et al., 2017; 

Vivianita et al., 2022) and ownership structure (Al Amosh and Khatib, 2022; Rivandi, 2020) also affect 

ESG disclosures, but not in the consumer cyclical sector (Aulia et al., 2024). 

Furthermore, significant foreign ownership in a company is believed to encourage the company to 

conduct transparent and comprehensive ESG disclosures. Foreign shareholders tend to have broader 

and long-term interests in companies, including environmental, social, and corporate governance 

aspects (Elg and Ghauri, 2023; Sandri et al., 2021). Foreign ownership can significantly enhance 

transparency and trust between companies and stakeholders (Al Amosh and Khatib, 2022; Lana et al., 

2017). For management, including the CEO, serving the interests of foreign stakeholders can be a 

challenge that requires specific strategies (Lana et al., 2017). Interestingly, this is not the case in Russia 

(Garanina and Aray, 2021). 

In summary, various studies indicate that CEO characteristics, industry characteristics, and foreign 

ownership influence each other. For example, foreign ownership influences CEO behavior (Chung and 

Kim, 2021); conversely, CEO behavior and characteristics also impact foreign ownership (Chakraborty 

and Mahakud, 2023; Chittoor et al., 2019). In one case, industry characteristics affect foreign ownership 

(Da Gama and Bui, 2024), while in other cases, foreign ownership affects industry characteristics (Han 
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and Kim, 2023; Moore et al., 2024). Meanwhile, referring to the previous study, the three factors affect 

ESG disclosure individually. Therefore, it is logical that when considered as independent variables in 

this study, the three factors are expected to have a relatively equal influence on ESG disclosure. The 

simultaneous analysis of these factors is also strengthened by research suggesting that implementing an 

ESG strategy can impact a company’s access to financial resources, a business capability highly valued 

by CEOs, investors, and various industries (Rau and Yu, 2023). The main objective of this study is to 

comprehensively examine non-financial companies listed on the Indonesia Stock Exchange (IDX) from 

2019 to 2022. A more diverse sample was determined to draw research conclusions that hopefully apply 

across multiple industrial sectors. This timeframe reflects the growing importance and relevance of ESG 

in the Indonesian business sector. Financial companies were deliberately excluded from this study 

because of their fundamentally different operational characteristics, cost structures, leverage profiles, 

and ESG management system characteristics. Hopefully, the results of this study will reduce the debate 

about the dominance of each of these factors individually in ESG disclosure and provide a more 

comprehensive analytical framework. 

Literature Review  

Upper-echelon theory 

Upper-echelon theory posits that top management’s experiences, values, characteristics, and 

personalities significantly influence their understanding of the situation and conditions, ultimately 

affecting their decisions (Hambrick and Mason, 1984). The CEO is an integral part of the strategic 

management process, and his personal qualities and attributes influence financial and non-financial 

outcomes (Li et al., 2018; Rajabalizadeh, 2023; Shahab et al., 2019). From this perspective, a person’s 

characteristics, such as personal values, dispositions, and past experiences, significantly influence 

decision-making, and they tend to adopt corporate strategies that suit their individual preferences rather 

than maximizing shareholder interests (Lee, 2021). ESG disclosures are a form of top-level 

organizational decision-making. Thus, upper-echelon theory is a highly relevant framework for this 

study (Del Gesso and Lodhi, 2025; Rahmatulloh et al., 2025). 

CEO characteristics that can influence decision-making can be assessed in several ways, one of 

which is overconfidence. Overconfidence refers to a person’s tendency to feel that they have more 

information or knowledge than they do. As a result, overconfident managers tend to misjudge and 

overestimate future profits. Given that the CEO is a core factor influencing the company’s economic 

decision-making, management preference systems, and individual psychological characteristics are 

expected to impact the disclosure of specific corporate issues (Li et al., 2018; Rajabalizadeh, 2023). 

Several studies have found that overconfidence has a positive value for organizations, leading to greater 

persistence in problem solving (Bi et al., 2016; Burkhard et al., 2023).  

Stakeholders Theory 

In 1963, the term ‘stakeholders’ was first introduced in the management literature through an 

internal memorandum at the Stanford Research Institute (SRI). This concept further expands the idea 

that shareholders are the only group that management should consider (Dathe et al., 2022). Companies 

should not only focus on carrying out operational activities for the benefit of shareholders but also 

provide benefits and establish reciprocal relationships with stakeholders, who are groups or individuals 

that can affect or be affected by the achievement of organizational goals (Freeman et al., 2010; Soysa 

et al., 2024).  

Stakeholder theory emphasizes the significance of the association between the board of directors 

and ESG disclosures. The board of directors can assist management in enhancing the company’s image 

by providing tangible benefits to stakeholders through concrete actions and addressing environmental 

and social issues through ESG disclosures. From this perspective, ESG disclosure can provide an 

overview of a company’s environmental, social, and sustainable governance performance, 

demonstrating its commitment to sustainable development and building stakeholder trust (Mohammad 

and Wasiuzzaman, 2021; Triyani and Setyahuni, 2020). Thus, the company will gain support from 

stakeholders and become sustainable.  
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ESG Disclosure 

ESG refers to a framework that companies implement in their investment and business practices 

by integrating and implementing policies to align with environmental, social, and governance principles 

(Dathe et al., 2022; Sarnisa and Djasuli, 2022). Companies communicate ESG information through 

disclosures to their stakeholders. The need for ESG disclosure is a consideration for investors and 

stakeholders, as ESG is an indicator of a company’s performance (Fatemi et al., 2018; Khemir et al., 

2019; Mohammad and Wasiuzzaman, 2021). Sources that can be used to obtain information about ESG 

disclosures include annual reports, official websites, and professional rating agencies. However, the 

form and intensity of ESG reporting vary among companies because of the availability of various 

standards, with most companies using the Global Reporting Initiative (GRI) guidelines (Fatemi et al., 

2018). Consequently, many investors prefer to use ESG scores from various professional rating 

agencies to evaluate company disclosures rather than conducting content analysis. ESG scores from 

these professional rating agencies are considered more comprehensive because they go beyond the 

information provided in company reports (Rau and Yu, 2023).  

 Bloomberg releases ESG scores as a significant reference point for investors. Bloomberg’s 

approach to assessing ESG performance is distinctive because it employs a bottom-up, model-driven 

methodology. This method relies heavily on companies’ information and publicly accessible sources, 

including sustainability reports, annual filings, proxy statements, corporate governance reports, 

supplementary releases, and official company websites (Bloomberg Professional Services, 2022; Eng 

et al., 2022). This systematic approach leads to a transparent, rule-based scoring system that emphasizes 

the importance of sustainability data and encourages enhanced transparency from diverse global 

businesses. Since 2009, Bloomberg has provided ESG disclosure data by collecting information from 

over 11,800 companies in 83 countries (Wong et al., 2021).  

The effect of CEO overconfidence on ESG disclosure 

Overconfidence describes an individual’s tendency to believe they are better than others (Azouzi 

and Jarboui, 2013; Hirshleifer et al., 2012). This is based on the belief that they possess higher abilities, 

judgment, and motivation to achieve success, even though reality may not align with their perception. 

According to upper echelon theory, overconfidence is a CEO characteristic that influences decision-

making (Del Gesso and Lodhi, 2025; Hambrick and Mason, 1984; Li et al., 2018; Rajabalizadeh, 2023). 

Overconfident CEOs often believe that they possess superior abilities, judgment, skills, and levels of 

success compared to their peers within the organization. Contrary to the conventional wisdom that CEO 

overconfidence is detrimental, a meta-analysis indicates that, on average, CEO overconfidence is 

beneficial to firm performance. Overconfidence is typically shaped by social interactions and repeated 

experiences of success (Burkhard et al., 2023). For example, if someone frequently experiences success, 

they are likely to believe they have higher hability than others (Hirshleifer et al., 2012).  

CEOs who are heavily involved in decision-making can introduce biases into decision-making and 

corporate strategies (Azouzi and Jarboui, 2013). Strategic decisions that are less visible, such as those 

related to ESG disclosure, present significant igh opportunities for overconfident CEOs, who have a 

higher demand for attention and praise and a strong desire to enhance their positive self-image (Lee and 

Kim, 2021). ESG disclosure is an initiative that carries value and appears to promote social benefits. 

Moreover, investment activities related to ESG are sensitive to audiences, media attention, and praise, 

which are all external sources of attention. These factors create opportunities for overconfident CEOs 

to position themselves to attract critical investment. 

CEO overconfidence is measured using five proxies (Schrand and Zechman, 2012). First, 

companies are grouped based on their year and industry. Then, the company’s capital expenditure is 

compared to the industry median for the year. A CEO is considered overconfident if the company’s 

capital expenditure exceeds the industry median. Second, a regression analysis is conducted to examine 

the relationship between total asset growth and sales growth using industry-year classifications. If the 

residual is greater than zero, the manager is considered to be overconfident. Third, overconfident CEOs 

tend to choose debt financing methods. Therefore, if the debt-to-equity ratio exceeds the industry 
median, it is considered to be overconfident. Fourth, overconfident CEOs tend to pay long-term interest 

and use convertible corporate bonds and preferred stocks. Therefore, a company with preferred stock 
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and convertible corporate bonds is considered overconfident. Finally, overconfident managers tend to 

reduce dividend distributions. If a company does not distribute dividends, it is considered overconfident. 

A CEO is considered overconfident if three of the five factors are met. 

CEO overconfidence is a condition in which a CEO has excessive confidence in their ability to 

make decisions and predict the company’s future outcomes. CEOs with significant involvement in 

decision-making are more likely to adopt decisions that align with their preferences, leading to 

overconfidence. This is consistent with upper-echelon theory, which posits that personal values and 

past experiences significantly influence decision-making. Concerning decision-making, ESG disclosure 

is one of the company’s strategic decisions included in voluntary information disclosure (Sumunar and 

Djakman, 2020). Therefore, we expect CEOs to play an essential role in ESG disclosures. 

Through ESG disclosure, overconfident CEOs can gain attention, praise, and a strong desire to 

strengthen their self-image. A meta-analysis of 199 related studies (Burkhard et al., 2023), one in Korea 

(Lee, 2021), and one involving companies in Southeast Asia (Sumunar and Djakman, 2020), found that 

overconfident CEOs tend to be more active in ESG disclosure because they feel optimistic about 

managing their companies, maintaining their reputations, and believing that their companies perform 

well. In addition, CEOs tend to disclose positive ESG-related information in company reports, such as 
sustainability or annual reports, to give a positive impression to stakeholders. Thus, based on this 

explanation, the hypothesis of this study is as follows: 

H1: CEO overconfidence positively affects ESG disclosure. 

 

The effect of industry characteristics on ESG disclosure 

Companies tend to operate in various industries with different characteristics. These characteristics 

can be described as industry sensitivity, the impact and influence a company has in its business field, 

business risks, and the impact of employees on the company environment (Garcia et al., 2017; Moore 

et al., 2024). Industry characteristics can be identified by their sensitivity to various aspects, such as 

environmental concerns, political risk, and corporate competence. High-profile industries tend to have 

a high level of environmental sensitivity, a high level of political risk, or a strong level of competence. 

Low-profile industries have lower consumer visibility, political risk, and competence (Karlina et al., 

2019). Generally, high-profile industry professionals tend to attract more public attention. Any 

negligence or action taken by a company can have a severe impact on the environment or society 

(Grewal et al., 2019). A relatively recent study showed a tendency for companies in the US with the 

potential to produce high levels of pollution to disclose their ESG performance (Dasilas and Karanović, 

2025). Meanwhile, a previous study in Indonesia observed that companies operating in industries with 

higher environmental risks tend to disclose more ESG-related information (Vivianita et al., 2022). 

However, it is worth noting that sometimes this disclosure is merely rhetorical, as in some recent cases 

in Brazil (Alves et al., 2025).  

Companies categorized in high-profile industries are recognized for their distinctive 

characteristics, including a large workforce and involvement in production processes that generate 

waste and pollution. High-profile industries encompass various sectors, including oil and gas mining, 

paper, chemicals, automotive, tobacco and cigarettes, transportation, aviation, agribusiness, food and 
beverages, forestry, media and communications, healthcare, and tourism (Fitriani and Rosdiana, 2022). 

Conversely, companies in low-profile industries are characterized by a customer-centric approach 

(Adiatma and Suryanawa, 2018). These industries prioritize customer satisfaction and engagement in 
their operations. Low-profile industries include banking, trade and investment, real estate, textile 

products, personal and household products, construction, and medical equipment industries. 

According to upper-echelon theory, a CEO's personal characteristics and experience influence their 

actions in managing business risks (Cid-Aranda and López-Iturriaga, 2023; Hambrick and Mason, 

1984). Therefore, CEO of companies in high-profile industries are expected to consider and respond to 

the interests and needs of various stakeholders, maintaining their reputation in the eyes of society, as 

stakeholder trust is crucial to the sustainability of the company’s business model. In this sense, the more 

a company operates in a high-profile industry, the higher the demand for transparent and comprehensive 

ESG disclosure, as it informs stakeholders about how the company addresses and manages ESG risks 

and contributes to sustainable development (Karlina et al., 2019; Roestanto et al., 2022). Thus, based 

on this explanation, the hypotheses of this study are as follows: 
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H2: Industry characteristics positively affect ESG disclosure. 

The effect of foreign ownership on ESG disclosure 

According to upper echelon theory, the characteristics of an organization reflect those of its CEO 

and vice versa (Hambrick and Mason, 1984). The ownership structure of a company is an indicator that 

reflects its identity. Additionally, a company’s ownership structure contributes to institutional oversight 

and influences the company’s motives for disclosing information (Al Amosh and Khatib, 2022; P. and 

KB, 2021). The ownership structure of a company refers to the shares held by institutions or individuals 

that grant them voting rights in corporate decisions. The manner in which these shareholders exercise 

their voting rights can significantly influence a company’s operational decisions. In this study, 

ownership structure is proxied by foreign ownership. 

The presence of foreign shareholders enables external oversight of good corporate governance, 

including adequate management supervision. Foreign ownership generally benefits a company by 

providing access to capital, technology, markets, and human resources, which can steer the company’s 

policies towards specific agendas, such as sustainability or addressing social and environmental issues. 

Consequently, companies and stakeholders can gain higher levels of trust and transparency when 

foreign shareholders are present. Thus, companies with significant foreign ownership can be considered 

to have higher international standards in terms of environmental management, work quality, and 

corporate governance (Lana et al., 2017). 

Foreign ownership refers to shareholdings owned by individuals, legal entities, and foreign 

governments. Foreign ownership in a company may bring the best practices and standards from 

overseas. Foreign owners who own shares in a company tend to have a long-term interest in the 

company’s performance and reputation and are concerned about its impact on society and the 

environment. Based on stakeholder theory, companies are responsible to all parties interested in the 

company’s operations. Therefore, foreign ownership can influence companies to be more proactive in 

making ESG disclosures as a form of accountability and transparency to stakeholders, including in a 

study on meeting ESG demands from foreign investors in Indian companies (P. and K.B., 2021). 

Foreign ownership also encourages companies in Jordan (Al Amosh and Khatib, 2022) and Indonesia 

(Fuadah et al., 2022) to make more transparent ESG disclosures. Thus, based on this explanation, the 

hypothesis of this study is as follows: 

H3: Foreign ownership positively affects ESG disclosure. 

Conceptual Model 

The research model, summarized from theory, variable concepts, and hypothesis development, is 

described as follows: 

 
Figure 1. Conceptual Model 

This study examines the influence of CEO overconfidence, industry characteristics, and foreign 

ownership on ESG disclosure as the dependent variable (Figure 1). 

RESEARCH METHOD 

Methods 
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This study employed a quantitative research framework, utilizing hypothesis testing to investigate 

the causal relationship between variables. The dependent variable is ESG disclosure, and the 

independent variables are CEO overconfidence, industry characteristics, and foreign ownership. This 

study draws on secondary data sources, including non-financial companies listed on the IDX from 2019 

to 2022, as well as the Bloomberg Terminal database. The research methodology utilized purposive 

sampling as the sampling technique and employed multiple linear regression analysis as the analytical 

tool. 

Variables  

CEO Overconfidence (CEO) 

Overconfident CEOs are defined as those who tend to overestimate their abilities, judgment, skills, 

and level of success compared with others in the organization (Hirshleifer et al., 2012). This study draws 

on research by Schrand and Zechman (2012) to measure CEO overconfidence. The composite proxy is 

constructed using five measures based on the extent to which companies engage in specific investment 

and funding activities that previous research has found to be associated with CEO overconfidence. The 

five components are industry-adjusted excess investment, industry-adjusted net value of acquisitions 

made by the firm, industry-adjusted debt-to-equity ratio, risk debt, and dividend yield. The CEO 

overconfidence variable is a dummy variable that is assigned a value of 1 (one) if at least 3 (three) of 

the 5 (five) component scores indicate that the company tends to have an overconfident CEO, and zero 

otherwise.  

Industry characteristics (IND) 

Industry characteristics can be identified by distinguishing between high- and low-profile 

industries (Hackston and Milne, 1996). The measurement of industry characteristics utilizes a dummy 

variable, where “1” represents companies in high-profile industries and “0” represents those in low-

profile ones. 

Foreign Ownership 

Ownership structure refers to how institutions or individuals hold their shares, including their 

voting power in corporate decisions. The way these shareholders use their voting rights can significantly 

impact a company’s day-to-day decisions. This study focuses on the foreign ownership structure. 

Foreign ownership refers to shares owned by individuals, legal entities, or foreign governments in a 

company (Sandri et al., 2021). The foreign ownership variable is calculated by dividing the number of 

shares owned by foreign parties by the total number of shares issued by the company. 

ESG disclosure (ESG) 

ESG refers to a set of guidelines that companies implement in their investment and business 

practices, involving the integration and application of corporate policies to align with environmental, 

social, and governance (ESG) concepts (Sarnisa and Djasuli, 2022). Companies then communicate ESG 

through disclosures to their stakeholders. Investors and stakeholders consider the need for ESG 

disclosure because ESG serves as an indicator of a company’s performance. Information on ESG 

disclosure can be obtained through annual reports, official websites, and professional rating agencies. 

Bloomberg’s ESG score is used to indicate companies’ ESG disclosures. Bloomberg’s ESG score 

is considered more comprehensive because it encompasses information from company reports and 

provides extensive ESG disclosure data worldwide (Eng et al., 2022; Grewal et al., 2019; Yu and Luu, 

2021). The Bloomberg ESG score calculates 120 quantitative and qualitative measurements across 

environmental, social, and governance dimensions, adjusted by industry using a proprietary calculation 

formula. The ESG disclosure scores ranged from 0.1 to 100. A higher score indicates better ESG 

information disclosure, demonstrating that the company effectively manages environmental, social, and 

governance issues. 
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Population, Sample, and Sampling Technique 

This study uses the population of non-financial sector companies listed on the IDX from 2019 to 

2022. Sampling from the existing population will be conducted using a purposive sampling technique 

based on the following criteria: The criteria used for sample determination are as follows: 

1. Non-financial companies listed on the IDX between 2019 and 2022. 

2. Indonesian companies with consecutive ESG scores on the Bloomberg Terminal from 2019 to 

2022. 

3. Indonesian companies with complete data on the research variables. 

DISCUSSION 

The population comprises 720 non-financial companies registered on the IDX from 2019 to 2022. 

The research sample selection criteria include ESG scores from Bloomberg terminals, which provide 

paid secondary data and complete data related to the variables under study. Appendix 1 provides a list 

of companies that meet these criteria. 

Table 1. Sample Data in Research 

Description Total 

Population: non-financial companies that are listed in IDX from 2019 to 2022 720 

Companies that did not meet the criteria, incl.: 

1. Companies that do not have consecutive ESG scores on the Bloomberg terminal 

for 2019-2022. 

2. Companies that do not have complete data regarding the variables used in this 

research. 

 

(644) 

 

(8) 

Total non-financial companies that meet the criteria 68 

Total research period (year) 4 

Total of final observation of non-financial companies that is used in this research (n) 272 

Number of observed data (n) 272 
Source: processed data 

This study uses a sample of 68 companies that meet the established criteria with an observation 

period of four years, resulting in a total sample size of 272 (Table 1). The data description provides an 

overview of the descriptive statistics for the study, which employs CEO overconfidence (CEO), 

industry characteristics (IND), and foreign ownership (FOR) as independent variables and ESG 

disclosure (ESG) as the dependent variable (Table 2).  

Table 2. Descriptive Statistical Results 

 
N Minimum  Maximum Mean Std. Dev Modus 

ESG 272 17.9458 73.8658 41.6033 11.2658 - 

CEO 272 0 1 - - 0 (74.17%) 

IND 272 0 1 - - 1 (56%) 

FOR 272 0, 0025 0.9341 0.2968 0.2730 - 

Source: Processed Data (2023) 

Based on the descriptive statistics, we obtained the following: 

ESG Disclosure (ESG) 

The range of ESG disclosures by non-financial companies listed on the IDX from 2019 to 2022 

was extensive (Table 2). This descriptive fact reveals that the perspectives of these companies on ESG 
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disclosures vary significantly. The lowest ESG score was held by PT Pollux Properties Indonesia Tbk 

(POLL) in 2019, at 17,9459. This score indicates that the company has not disclosed much ESG-related 

information, which is of significant concern to stakeholders (Pollux Properties Indonesia, 2021). In 

contrast, PT Indo Tambangraya Megah Tbk (ITMG) achieved the highest ESG score in 2022 at 73.8658. 

This score suggests that the company demonstrates a strong level of ESG information disclosure, 

indicating effective management of environmental, social, and governance issues (Indo Tambangraya 

Megah, 2023). 

CEO Overconfidence (CEO) 

Of the 272 samples, approximately 71 instances reflect CEO overconfidence, while the remaining 

data points do not. This suggests that a lack of CEO overconfidence is more prevalent in companies, 

accounting for 74.17% of the cases (Table 2). 

Industry Characteristic (IND) 

Among the 68 companies studied, approximately 38 (56%) were classified as high-profile 

industries (Table 2). This observation suggests that many companies operate in high-profile industries, 

indicating their increased visibility among consumers, heightened exposure to political risks and active 

participation in competitive markets. 

Foreign Ownership 

The lowest level of foreign ownership was recorded for SMCB in 2021 at 0.25% (Solusi Bangun 

Indonesia, 2024). Conversely, Hexindo Adiperkasa Tbk PT (HEXA) achieved the highest level of 

foreign ownership in 2019 at 93.41% (Hexindo Adiperkasa, 2024).  

Data Analysis Result 

Classical Assumption Test 

a. Normality tests 

The normality test was conducted using the Jarque-Bera test, assisted by EViews 9 software. 

Table 3. Result of the normality test 

Description Jarque-Bera Prob Result 

Unstandardized Residual 0.278490 Normally distributed 
Source: Processed data  

The Jarque-Bera Probability for the unstandardized residual value is 0.278490, which is greater 

than 0.05. The data were normally distributed (Table 3). 

b. Multicollinearity Test 

Each independent variable in this study exhibited tolerance values greater than or equal to 0.10 and 

VIF values less than or equal to 10.00. 
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Table 4. Result of multicollinearity test 

Independent 

Variable 
Tolerance 

Variance 

Inflation Factor 

(VIF) 

Result 

CEO 0.966 1.030 No multicollinearity 

IND 0.968 1.022 No multicollinearity 

FOR 0.997 1.008 No multicollinearity 
Source: Processed data  

There is no multicollinearity between the CEO, IND, and FOR variables (Table 4). 

c. Heteroscedasticity test 

In this study, we applied the Harvey test to detect heteroscedasticity problems.  

Table 5. Result of heteroscedasticity test 

F-statistic 1.7903 Prob. F 0.1493 

Obs*R-squared 5.3441 Prob. Chi-Square 0.1483 

Scaled explained SS 4.3491 Prob. Chi-Square 0.2261 
Source: Processed data  

The calculated significance value of Obs*R-squared from the Harvey test is 0.1483, which is 

greater than the 0.05 threshold. Heteroscedasticity was not present in the dataset (Table 5). 

d. Autocorrelation test 

We employ the Durbin-Watson test to detect autocorrelation. 

Table 6. Autocorrelation Test Result 

k DU. DW. 4-DU Result 

3 1.781 2.164 2.178 No autocorrelation 
Source: Processed data  

The Durbin-Watson (DW) statistic exceeds the lower bound (DU) and is less than the upper bound 

(4-DU). Autocorrelation was not evident in the regression model examined in this study (Table 6). 

Multiple Linear Regression Test 

We conducted a t-test for hypothesis testing. The results are as follows: 

Table 7. T-test result 

Variable 

Unstandardized 

Coefficients T Sig. Results 

B Std. Error 

(Constant) 35.5748 1.2954 27.4627 0.0000  

CEO -1.4790 1.4566 -1.0153 0.3109 Insignificant (negative) 

IND 7.8656 1.2835 6.1282 0.0000 A significant and positive 

influence. 

FOR 6.8030 2.3223 2.9294 0.0037 A significant and positive 

influence. 
Source: Processed data 
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Based on the t-test, the following multiple regression equation model was used: 

ESG = 35.5748 – 1.4790CEO +7.8656IND + 6.8030FOR + e 

This equation means that 

1. The constant term (α) equals 35.5748, indicating that if all independent variables have values of 

zero, then the ESG disclosure will have a value of 35.5748. 

2. The regression coefficient (β1) for CEO Overconfidence (CEO) is -1.4790, indicating that if CEO 

overconfidence exists, ESG Disclosure (ESG) will decrease by 1.4790. 

3. The regression coefficient (β2) for Industry Characteristics (IND) is 7.8656, indicating that a 

company operating in a high-profile industry will increase its ESG Disclosure (ESG) by 7.8656. 

4. The regression coefficient (β3) for Foreign Ownership (FOR) is 6.8030, indicating that a one-unit 

increase in FOR results in a 6.8030-unit increase in ESG disclosure (ESG). 

In addition, based on the t-test, some points can be drawn. 

1. CEO overconfidence has a negative and non-significant effect on ESG Disclosure, as indicated by 

the significance value exceeding 0.05, specifically at 0.3109 (Table 7). Therefore, we reject H1.  

2. Industry characteristics have a positive and significant effect on ESG disclosure, as indicated by 

the significance value of 0.0000, which is below 0.05 (Table 7). Therefore, H2 is accepted.  

3. Foreign ownership has a positive and significant effect on ESG Disclosure, as indicated by a 

significance value below 0.05 (0.0037) (Table 7). The H3 is accepted.  

Model Feasibility Test 

a. F-test 
The F-test aims to determine the extent to which independent variables can collectively influence 

the dependent variable. If the significance level is less than 0.05, it can be concluded that the regression 

model is considered feasible.  

Table 8. F-test result 

 F Significance 

Regression 16.7579 0.0000 
Source: Processed data 

The F-test result shows a significance of less than 0.05. Therefore, in this case, the regression 

model was deemed appropriate for the study (Table 8). 

b. Coefficient of Determination Test (R2)  
The following are the results of the R-squared test. 

Table 9. Coefficient of Determination Test (R2) Result 

R R Square 
Adjusted R 

Square 

Std. Error of the 

Estimate 

0,3973 0.1579 0.1485 10.3955 
Source: Processed data (2023) 

The adjusted R-squared value of 0.1485 indicates that all independent variables collectively 

account for a significant 14.85% influence on ESG Disclosure (Table 9). The remaining 85.15% of the 

variation was influenced by other variables not included in this study. 
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The effect of CEO overconfidence on ESG disclosure  

The multiple linear regression analysis results reveal that CEO overconfidence regarding ESG 

disclosure is associated with a negative coefficient of -0.015 and a significance level of 0.3109. This 

significance value exceeds the standard threshold of 0.05, suggesting that CEO overconfidence has no 

significant influence on ESG disclosure. Assuming that self-confidence is part of emotional intelligence 

and overconfidence is a form of behavioral bias, the results of this study confirm previous research, 

which states that high emotional intelligence does not always lead to a CEO’s behavioral bias (Azouzi 

and Jarboui, 2013), in this case, regarding ESG disclosure. The case of ITMG indicates a lack of CEO 

overconfidence, yet it possessed the highest ESG score of 73.86 in 2022 (Indo Tambangraya Megah, 

2023). In contrast, POLL, which exhibited an overconfident CEO but obtained a lower score of 17.94 

in 2019 (Pollux, 2019), confirmed this significance. Consequently, H1 was rejected. This outcome 

contradicts earlier studies suggesting a positive correlation between CEO overconfidence and ESG 

disclosure (Lee and Kim, 2021; Sumunar and Djakman, 2020). This could also be because CEOs feel 

that ESG disclosure is not a top priority (Bi et al., 2016; Wong et al., 2021). 

The research findings deviate from upper-echelon theory, which posits that the attitudes and 

behavior of the CEO should wield significant influence over ESG disclosure decisions. This deviation 

highlights a crucial insight: ESG disclosure is a complex process that transcends the singular judgment 

of the CEO. It involves a diverse array of stakeholders within the company, ranging from the pivotal 

contributions of the Board of Directors to the collaborative deliberations of the Annual General 

Meeting. 

Furthermore, various internal and external factors contribute to shaping this complex landscape. 

These diverse influences work together to mitigate the potential cognitive biases of CEO 

overconfidence. Consequently, this diminishes the significant impact of CEOs on ESG disclosure 

practices. An exemplary instance of this is the effective implementation of sound corporate governance. 

This strategic framework is carefully designed to ensure a balanced distribution of power among all 

participants in the corporate environment. One illustrative example of these elements is the thorough 

adoption of principles that promote good corporate governance. These principles establish an 

environment in which power is equitably distributed among all participants, with particular emphasis 

on shareholders, commissioners, and directors.  

In conclusion, the research findings reveal that the influence of CEO overconfidence on ESG 

disclosure decisions is more nuanced than previously thought. While CEO attitudes and behaviors 

undoubtedly play a role, the collaborative nature of these decisions, the involvement of various 

stakeholders, and the influence of corporate governance all contribute to a more complex and balanced 

decision-making process in ESG disclosure. 

The effect of industry characteristics on ESG disclosure  

The multiple linear regression analysis results revealed that industry characteristics significantly 

influence the disclosure of ESG factors, with a significance level of less than 0.05. A company 

categorized as high-profile is more proactive in disclosing its ESG practices. Mining companies such 

as ITMG and MEDC exhibit ESG scores higher than the average, at 68.56 and 68.54, respectively. 

MEDC is one of the few Indonesian companies that have issued ESG reports aligned with the Task 
Force on Climate-related Financial Disclosures (TCFD) framework, which resembles the upcoming 

IFRS S1 and S2 standards. This result confirms previous research (Adiatma and Suryanawa, 2018; 

Karlina et al., 2019; Roestanto et al., 2022), which found that companies in high-profile industries tend 

to be more active in conducting ESG disclosures than those in low-profile industries, in response to 

public demands and to improve the company’s image in society (Aydoğmuş et al., 2022; Grewal et al., 

2019; Wong et al., 2021). 

The disclosure of ESG practices is seen as a means to manage and mitigate the potential negative 

impacts arising from operational activities and as a form of transparency towards stakeholders. 

Stakeholder theory also plays a pivotal role in this context. Companies in high-profile industries with 

greater exposure and interaction with various parties, including the public, government, and 
environmental groups, tend to face greater pressure to be accountable for their ESG practices. Therefore, 

ESG disclosure is a crucial strategy for garnering support from diverse stakeholders. 
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These results are also aligned with Article 74, Paragraph 1 of Indonesia Law No. 40 of 2007, which 

emphasizes the obligation of companies operating in the natural resource sector to carry out Social and 

Environmental Responsibility. In conclusion, industry characteristics play a pivotal role in influencing 

ESG disclosure, with companies in high-profile industries often serving as key players.  

The influence of foreign Ownership on ESG disclosure  

The multiple linear regression analysis results reveal that foreign ownership in Indonesia has a 

significant influence on ESG disclosure, with a significance level of less than 0.05, which differs from 

previous cross-country research (Yu and Luu, 2021). Higher foreign ownership levels are associated 

with greater ESG disclosure. This finding corroborates previous research, which concluded that foreign 

ownership encourages companies to disclose more transparent ESG information (Al Amosh and Khatib, 

2022; Elg and Ghauri, 2023; Fuadah et al., 2022). Companies such as ITMG and INCO, which exhibit 

higher levels of foreign ownership at 70.91% and 80.92%, respectively, also demonstrate higher ESG 

scores of 68.54 and 64.25, respectively. 

Referring to stakeholder theory, foreign ownership in this study can be identified as a factor 

influencing a company’s conduct towards stakeholders and its performance in terms of the ESG 

management system. Foreign ownership introduces best practices and standards from the international 

market. Substantial foreign ownership can compel companies to adopt transparent and comprehensive 

ESG disclosures. Consequently, companies with significant foreign ownership tend to prioritize 

disclosing ESG-related information to meet the expectations and demands of foreign shareholders and 

build and maintain strong relationships with them. 

CONCLUSION 

Following the multiple linear regression analysis, we conclude that the impact of CEO 

overconfidence on ESG disclosure is not statistically significant. This study highlights the complex 

nature of ESG disclosure decisions, which extend beyond the influence of CEOs and involve a diverse 

range of stakeholders. Internal and external factors, such as collaborative decision-making, stakeholder 

engagement, and robust corporate governance practices, mitigate the impact of CEO overconfidence on 

corporate investment.  

This study demonstrates that industry characteristics significantly impact ESG disclosure, 

particularly for those with high profiles. These entities, which confront elevated political risks and 

showcase considerable expertise, demonstrate a proactive stance in disclosing ESG practices. The 

disclosure of ESG practices is a strategic approach to proactively managing potential adverse impacts, 

increasing transparency, and fulfilling stakeholder expectations. 

The research findings confirm that foreign ownership significantly influences ESG disclosure. 

Elevated levels of foreign ownership correlate with more extensive ESG disclosures encompassing 

environmental, social, and governance aspects. Foreign ownership determines a company’s conduct 

towards stakeholders and its ESG performance. Introducing foreign ownership’s best practices and 

standards from international markets catalyzes companies to prioritize transparent and comprehensive 
ESG disclosures. This strategy aligns with the expectations of foreign shareholders and contributes to 

establishing and maintaining robust relationships with them. 

Limitation 

This study has limitations, particularly the limited sample size, as it is confined to companies with 

available data on Bloomberg. This potentially limits the generalizability of the findings. The use of 

other databases and longer timeframes is recommended for future research. Additionally, the 

measurement of industry characteristics in this study is somewhat limited because it employs dummy 

variables. While these variables provide a proper categorical representation, they may oversimplify the 

intricate nuances of the dynamics of the industry. A more comprehensive and nuanced approach to 

capturing industry characteristics could increase the robustness and depth of this analysis in future 

studies on similar topics 
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Implication 

This study has several implications. Theoretically, this study contributes to the literature on ESG 

disclosure by expanding the understanding of the factors that influence these practices. For example, 

according to this study, researchers should focus on developing a more robust measurement framework 

for industry characteristics. 

In practical terms, companies can utilize this research to identify best practices and assess their 

ESG-related business strategies by focusing on industry characteristics and foreign ownership. 

Companies should not be overly concerned about the impact of their CEO’s overconfident character on 

ESG disclosure. Company management should emphasize understanding and responding to the industry 

dynamics in which they operate in. This involves a thorough analysis of industry-specific risks, 

opportunities, and stakeholder expectations related to ESG practices. Tailoring ESG disclosure 

strategies to align with unique industry characteristics can enhance a corporation’s reputation and foster 

stronger stakeholder relationships. 
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