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Abstract 

Although sustainability reporting has been mandated through POJK 51/2017, assurance practices 
on sustainability reports in Indonesia remain voluntary with only 40% adoption rate. This study 

examines how corporate governance characteristics influence the selection of Public Accounting 

Firms (KAPs) as sustainability assurance providers in Indonesian high-profile companies during 

2022-2024. Using binary logistic regression on 51 firm-year observations from 17 Indonesia Stock 

Exchange-listed companies, the study tests the effects of board size, board meeting frequency, 

proportion of women directors, and audit committee financial expertise on assurance provider 
choice. Analysis uses binary logistic regression with SPSS version 26. The results reveal three 

significant findings: Board size significantly increases the likelihood of selecting KAPs by 74.8%, 

women board members dramatically enhance this probability; and audit committee financial 

expertise significantly increases KAP selection with board meeting frequency shows no significant 

effect, indicating that meeting quality matters more than frequency in strategic assurance decisions. 
This study contributes by: (1) extending legitimacy theory demonstrating that board size, gender 

diversity, and financial expertise enhance assurance credibility in emerging markets; (2) providing 

actionable insights for companies to strengthen board composition and for regulators to develop 

evidence-based assurance policies. 

Keywords: Sustainability Assurance; Corporate Governance; Board of Directors; Audit Committee; 

High-Profile Companies. 
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INTRODUCTION 

The rapid development of corporate business has pushed the earth beyond its safe 
operational limits, triggering environmental system changes with major impacts on human 
welfare (Rockström et al., 2023). High-profile industries mining, chemicals, forestry, 
automotive, and agribusiness play crucial roles in national economies while carrying 
significant environmental risks and pollution potential (Santo & Rahayuningsih, 2022; 
Setiani, 2020). To address these challenges, companies must implement Sustainable 
Business Models integrating the triple bottom line approach (People, Profit, Planet) while 
maintaining social legitimacy through transparent and credible sustainability reporting 
(Adhariani, 2021; Meutia et al., 2022). 

Indonesia has made notable progress in sustainability reporting. Research by IFAC, 
AICPA, and CIMA (2024) revealed that 100% of the 50 largest companies disclosed 
sustainability information in 2020-2022, up from 90% in 2019. This practice is mandated 
by OJK Regulation Number 51/P companies to prepare sustainability reports starting from 
2019 (Farhana & Adelina, 2019). However, sustainability reporting faces criticism 
regarding greenwashing practices, where companies present exaggerated sustainability 
images without substantive action, eroding stakeholder trust (Wang et al., 2020). To 
enhance credibility, independent third-party assurance becomes critical (Purwati et al., 
2019). Despite increasing from 20% (2019) to 40% (2022), Indonesia's sustainability 
assurance adoption remains significantly lower than South Korea (96%), Australia (70%), 
Hong Kong (52%), and Singapore (48%) (IFAC et al., 2024). Two main provider categories 
exist: Public Accounting Firms (KAPs) using ISAE 3000 standards with systematic 
approaches and strong financial audit experience, and non-KAP providers using 
AA1000AS with focus on technical sustainability issues and stakeholder engagement 
(Simnett et al., 2009). Institutional investors typically prefer KAPs due to regulatory 
oversight by OJK and PPPK, while ESG-focused stakeholders trust non-KAPs' substantive 
expertise (Alomran & Alsahali, 2023). 

Despite growing literature on sustainability assurance adoption, significant research 
gaps remain regarding assurance provider choice determinants, particularly in emerging 
markets. Recent international studies have examined various governance factors 
influencing assurance decisions. Alsahali and Marques (2023) found that board 
independence and institutional ownership affect provider selection in developed markets, 
while Velte (2025) identified audit committee characteristics as key determinants in 
European contexts. However, these studies predominantly focus on developed economies 
with mature regulatory frameworks, leaving limited understanding of how governance 
mechanisms operate in emerging markets with voluntary assurance regimes. There are 
three critical gaps warrant investigation. First, existing research provides inconsistent 
findings on board characteristics' influence on provider choice. While Martínez-Ferrero and 
Lozano (2021) found positive effects of board size on assurance quality, Venter et al. (2024) 
suggested contextual variations in emerging markets. Second, the role of gender diversity 
remains underexplored in assurance provider selection, despite evidence of women 
directors' influence on sustainability practices (Dharma & Putra, 2022). Third, audit 
committee financial expertise's specific impact on choosing professional auditors versus 
non-KAP specialists lacks empirical examination in Southeast Asian contexts (Kurniawan 
& Basuki, 2024). 

This study addresses these gaps by examining how board size, meeting frequency, 
gender diversity, and audit committee financial expertise influence the selection of KAPs 
as sustainability assurance providers in Indonesian high-profile companies (2022-2024). 
Focusing on high-profile companies is relevant given their significant environmental 
impact and strong stakeholder pressures. Unlike previous studies examining assurance 
adoption generally, this research specifically investigates the strategic choice between 
professional accounting firms and alternative providers a distinction critical for 
understanding credibility signals in legitimacy-building strategies. This research 
contributes to the academic literature by extending legitimacy theory and resource 
dependence theory to explain assurance provider selection in emerging markets, 
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demonstrating that specific governance mechanisms serve as strategic resources 
enhancing sustainability credibility. Practically, findings provide actionable insights for 
companies to strengthen governance structures and offer regulators empirical evidence for 
formulating policies that encourage improved sustainability assurance quality in 
Indonesia's high-profile industries. 

METHOD 

Data 

This research uses a quantitative method with a population of all high-profile companies 
listed on the Indonesia Stock Exchange (IDX) during the 2022-2024 period, totaling 360 
companies. High-profile companies were selected because they have high public visibility, 
greater stakeholder pressure, and higher tendency to conduct sustainability disclosure 
and assurance practices. The sample was taken using purposive sampling technique based 
on the following criteria: (1) companies consistently listed on the IDX during the 2022-
2024 period, (2) companies that regularly publish annual reports, and (3) companies that 

regularly publish sustainability reports and conduct assurance on these reports. Based on 
these criteria, 17 companies were obtained with a total of 51 observational data (17 
companies × 3 years). 

 

Table 1. Sampling Criteria 

No. Description 2022 2023 2024 

1 High-profile companies listed on the Indonesia Stock Exchange 

during 2022-2024 

360 360 360 

2 High-profile companies not consistently listed on the Indonesia 

Stock Exchange during 2022-2024 

(35) (35) (35) 

3 Companies that did not publish sustainability reports with 
assurance during 2022-2024 

(23) (23) (23) 

Research data used 17 17 17 

Sample (17 companies x 3 years) 51 

 

Data were collected through documentation methods by accessing annual reports and 
sustainability reports from the official IDX website (www.idx.co.id) and the official websites 
of respective companies. In addition, literature studies were conducted on relevant 
literature and previous research to build the theoretical framework and research 
hypotheses. 

Measurement of Variables 

Sustainability Assurance. This research uses one dependent variable, namely 
Sustainability Assurance Provider, where the value "1" indicates if sustainability report 
assurance is conducted by a Public Accounting Firm (KAP) and "0" if assurance is 
conducted by a non-KAP assurance service provider. There are four independent variables 
including Board Size, Board Meeting Frequency, Women Board Members, and Audit 
Committee Financial Expertise. All variable data were obtained from annual reports and 

sustainability reports of sample companies for the 2022-2024 period. The operational 
definitions and measurements of each variable are presented in Table 2 below: 

  

Table 2. Variable Operational Definition 

Variabel Definition Measurement 

Sustainability 

Assurance 

The process of verification 

and validation of 

sustainability information 

reported by companies 

Dummy Variable, Value "1" if verified by KAP 

(Public Accounting Firm), and Value "0" if 

verified by Non-KAP 

Board Size The number of board of 

directors members in a 

company 

= Total number of board of directors members 

Board Meeting The intensity of formal = Total number of board meetings in a year 
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Variabel Definition Measurement 

Frequency meetings held by the 

company's board of 

directors in one reporting 

year period 

Women Board 

Members 

The proportion of women 
board of directors involved 

in a company 

=
Number of women board members 

Total board members
 X 100% 

 

Audit 

Committee 

Financial 
Expertise 

The presence of members 

with financial expertise in 

the company's audit 
committee 

=  
Number of members with financial expertise 

Total audit committee members
 X 100% 

 

 

RESULTS AND DISCUSSION 

Descriptive Statistical Analysis 

Descriptive statistics provide a preliminary overview of data characteristics. Table 3 
shows that approximately 59% of sample companies select Public Accounting Firms (KAPs) 
for sustainability assurance (mean = 0.59), indicating moderate preference for professional 
assurance providers among high-profile companies adopting voluntary assurance. Board 
size ranges from 3 to 15 members with a mean of 6.55 members (SD = 2.648). Board 
meeting frequency varies substantially from 7 to 234 meetings annually with a mean of 
27.57 meetings (SD = 33.509); this high standard deviation suggests significant 
heterogeneity in governance activity intensity. Female board representation averages 
10.80% (SD = 0.11538), with some companies having no female directors, indicating 
persistently low gender diversity in Indonesian corporate leadership. Audit committee 
financial expertise averages 77.25% (SD = 0.22751), demonstrating that most committees 
exceed the minimum OJK requirement of at least one financially expert member. 

 

Table 3. Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 

Sustainability Assurance 51 0 1 0,59 0,497 

Board Size 51 3 15 6,55 2,648 

Board Meeting Frequency 51 7 234 27,57 33,509 

Women Board Members 51 0,00 0,40 0,1080 0,11538 

Audit Committee Financial Expertise 51 0,25 1,00 0,7725 0,22751 

Valid N (listwise) 51     

 

Goodness of Fit Test 

The Hosmer-Lemeshow test assesses whether observed event rates match expected 
probabilities across deciles. Table 3 shows χ² = 14.455 (df = 8, p = 0.071). Since p > 0.05, 
we fail to reject the null hypothesis of adequate model fit, indicating the model 
appropriately calibrates predicted probabilities with observed outcomes and does not 
suffer from systematic misspecification. 

 

Table 4. Goodness of Fit Test 

Step Chi-square Df Sig. 

1 14,455 8 0,071 

 

Overall Model Fit Test 

Table 5 compares -2 Log Likelihood (-2LL) between the baseline model (intercept only) 

and full model (with predictors). The -2LL decreases from 69.104 to 39.855, representing 
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an improvement of 29.249 units. This reduction is statistically significant (χ² = 29.249, df 

= 4, p < 0.001), confirming that governance variables collectively improve model fit 

substantially beyond the baseline. 

Table 5. Overall Model Fit 

Iteration Historya,b,c 

Iteration -2 Log likelihood Coefficients Constant 

Step 0 

1 69,105 0,353 

2 69,104 0,357 

3 69,104 0,357 

 

Table 6. Overall Model Fit 

Iteration Historya,b,c,d 

Iteration 

-2 Log 

likelihood 

Coefficients 

Constant Board 

Size 

Board Meeting 

Frequency 

Women Board 

Members 

Audit Committee 

Financial Expertise 

Step 1 1 45,196 -4,679 0,202 0,001 6,352 3,865 

2 41,107 -7,000 0,377 0,011 8,606 5,126 

3 39,953 -8,663 0,504 0,028 9,555 5,805 

4 39,856 -9,292 0,552 0,035 9,712 6,093 

5 39,855 -9,368 0,558 0,036 9,715 6,129 

6 39,855 -9,369 0,558 0,036 9,715 6,129 

7 39,855 -9,369 0,558 0,036 9,715 6,129 

 

Coefficient of Determination Test (R²) 

Based on Table 7, the Nagelkerke R² test aims to assess how much the independent 
variables can explain the variation of the dependent variable. According to Table 7, the Cox 
& Snell R Square value is recorded at 0.436, while the Nagelkerke R² value is 0.588. This 
indicates that the sustainability assurance variable can be explained by board size, board 
meeting frequency, women board members, and audit committee financial expertise 
variables by 58.8%, while the remaining 41.2% is explained by other variables outside this 
research. 

 

Table 7. Coefficient of Determination Results 

Model Summary 

Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square 

1 39,855a 0,436 0,588 

 

Hypothesis Testing 

Partial testing in logistic regression is illustrated through the Variables in the Equation 
table. If the significance value is less than 0.05, then the independent variable can be said 
to have a significant effect on the dependent variable. Below are the results of the logistic 
regression test. 

  

Table 8. Hypotheses Testing Results 

Variables in the Equation 
 B S.E. Wald df Sig. Exp(B) 

Step 1a Board Size 0,558 0,272 4,203 1 0,040 1,748 

Board Meeting Frequency  0,036 0,032 1,288 1 0,256 1,037 

Women Board Members 9,715 4,229 5,278 1 0,022 16571,894 

Audit Committee Financial Expertise 6,129 2,133 8,253 1 0,004 459,057 

Constant -9,369 2,749 11,615 1 0,001 0,000 
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The Effect of Board Size on Sustainability Assurance. The Board Size variable shows a 
regression coefficient (B) of 0.558 with a significance value of 0.040 (p < 0.05), which means 
H1 is accepted. The Exp(B) value of 1.748 v indicates that each addition of one board 
member increases the probability of the company conducting sustainability assurance by 
74.8%. These results indicate that board size has a significant positive effect on 
sustainability assurance. A larger board size brings diversity of expertise, experience, and 
perspectives that strengthen oversight capacity and strategic decision-making regarding 
sustainability issues. Larger boards also have higher awareness of the importance of 
sustainability reporting credibility in maintaining company legitimacy in stakeholders' 
eyes. 

These findings are in line with legitimacy theory which states that companies need to 
maintain their legitimacy by ensuring that activities and reporting align with social norms 
and expectations (Dowling and Pfeffer, 1975). By using KAP services for sustainability 
assurance, companies send signals to stakeholders that they are serious about 
sustainability responsibilities and transparent in their reporting, thereby strengthening 

social legitimacy and reducing greenwashing perceptions. 

These research results are consistent with the findings of Martínez-Ferrero & Lozano, 
(2021), Mariah & Hamsyah, (2025), serta Husnaini & Basuki, (2021) which proved that 
board size has a positive effect on sustainability assurance and sustainability report 
quality. 

The Effect of Board Meeting Frequency on Sustainability Assurance. The Board Meeting 
Frequency variable has a coefficient of 0.036 with a significance value of 0.256 (p > 0.05), 
which means H2 is rejected. The Exp(B) value of 1.037 shows that each additional meeting 
only increases the probability of sustainability assurance by 3.7%, which is not statistically 
significant. These findings indicate that board meeting frequency does not have a 
significant effect on sustainability assurance. 

These results can be explained that what is more important is not how often the board 
meets, but rather the quality of discussions, the agenda discussed, and the decisions 
resulting from these meetings. The decision to use KAP services for sustainability 
assurance is a long-term strategic decision that does not require repeated discussion in 
every meeting, so meeting frequency does not directly correlate with this decision. 

These research results are consistent with the findings of Al-Shaer & Zaman, (2018) 
who studied companies in the UK, where board meetings did not show significant influence 
on sustainability assurance. Research by Arena et al., (2018) also confirmed that the 
success of sustainability assurance depends more on the existence of specialized 
governance structures such as sustainability committees rather than merely formal 
mechanisms like board meeting frequency. 

The Effect of Women Board Members on Sustainability Assurance. The Women Board 
Members variable shows a coefficient of 9.715 with a significance value of 0.022 (p < 0.05), 
which means H3 is accepted. The very high Exp(B) value of 16,671.894 indicates that an 
increase in the proportion of women board members significantly increases the probability 
of sustainability assurance. These results show that the presence of women directors has 

a significant positive effect on sustainability assurance. 

The presence of women directors on the board brings different perspectives, leadership 
styles, and priorities. Women directors tend to care more about sustainability issues, have 
stronger long-term orientation, and emphasize more on transparency and accountability 
in corporate reporting. In the context of legitimacy theory, gender diversity increases board 
sensitivity to stakeholder expectations related to social-environmental issues, thus 
encouraging companies to adopt assurance to strengthen legitimacy. 

These findings are in line with research by Alsahali & Marques, (2023), dan Martínez-
ferrero, 2021) who found that the presence of women on the board has a positive effect on 
The Effect of Audit Committee Financial Expertise on Sustainability Assurance. The Audit 
Committee Financial Expertise variable shows a coefficient of 6.129 with a significance 
value of 0.004 (p < 0.01), which means H4 is accepted. The Exp(B) value of 459.057 
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indicates that the presence of audit committee members with financial expertise 
significantly increases the probability of sustainability assurance. These results indicate 
that audit committee financial expertise has a significant positive effect on sustainability 
assurance. 

Audit committees with strong financial expertise have deep understanding of the 
importance of high assurance standards, quality audit processes, and added value from 
independent verification. Members with accounting and financial backgrounds are more 
familiar with assurance standards such as ISAE 3000 and can evaluate the quality of 
assurance provider work. From a legitimacy theory perspective, audit committees with 
financial expertise act as oversight mechanisms that ensure the quality and integrity of 
sustainability reports, thus supporting the transparency and credibility of information 
needed to maintain corporate social legitimacy. 

These findings are in line with research by Abad et al., (2018) dan Harila & Marklund, 
(2023) which show that financial expertise in audit committees improves assurance quality 
and supports effective oversight of sustainability reporting. 

CONCLUSION 

Based on testing and discussion, this research successfully proved that most aspects of 
corporate governance studied have significant influence on the selection of KAPs as 
sustainability assurance providers in high-profile companies listed on the Indonesia Stock 
Exchange for the 2022-2024 period. (1) Board Size has a significant positive effect on 
sustainability assurance. This shows that larger boards provide diversity of knowledge and 
experience that strengthens oversight capacity and increases awareness of the importance 
of sustainability reporting credibility. (2) Board Meeting Frequency does not have a 
significant effect on sustainability assurance. This finding indicates that the quality and 
substance of meeting discussions are more determinant than meeting intensity in strategic 
decision-making related to assurance. (3) Women Board Members have a significant 
positive effect on sustainability assurance. Women board members tend to have greater 
concern for environmental and social issues, and encourage more participatory and open 
decision-making, thus increasing oversight effectiveness and sensitivity to social-
environmental issues. (4) Audit Committee Financial Expertise has a significant positive 
effect on sustainability assurance. Financial expertise supports deep understanding of 
professional assurance standards and the value of high-quality independent verification. 

Theoretically, this research strengthens legitimacy theory in the context of sustainability 
reporting and shows that companies use sustainability assurance through KAPs as a 
strategy to maintain social legitimacy, thus confirming the important role of corporate 
governance in encouraging transparency and accountability. Practical implications for 
companies include increasing board size and gender diversity as well as ensuring audit 
committees have adequate financial expertise. For regulators, these results can be 
consideration in formulating policies that encourage broader adoption of sustainability 
assurance. For investors, corporate governance indicators can be used as considerations 
in sustainable investment decisions. 

For companies, strengthen assurance credibility by expanding board size for cognitive 
diversity, increasing female representation above 30% (current: 10.8%), and ensuring 
audit committees exceed minimum financial expertise requirements. For policymakers, 
mandate minimum board composition standards for high-profile industries, strengthen 
audit committee expertise requirements for environmentally sensitive sectors, and design 
governance-based incentives for professional assurance adoption. For investors, use 
governance indicators (board size, gender diversity, audit expertise) as screening criteria 
for assessing sustainability assurance credibility. 

This study has four limitations. First, small sample (17 companies, 51 observations) 
constrains statistical power and generalizability to voluntary adopters. Second, omitted 
control variables company size, profitability, leverage, ownership structure (institutional, 
family, foreign), industry sector, and prior assurance experience may confound results. 
Third, the three-year period cannot capture temporal dynamics or regulatory changes. 
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Fourth, binary KAP/non-KAP categorization masks quality differences among Big Four, 
local KAPs, and specialist non-KAPs. 

 Future research should employ larger samples as adoption increases, incorporate 
control variables to test moderating effects (e.g., does board size matter more for larger 
firms?), use multinomial models distinguishing provider quality hierarchies, and conduct 
longitudinal studies examining governance-assurance evolution. Additional opportunities 
include testing whether governance-driven KAP selection delivers superior assurance 
quality, conducting comparative ASEAN studies across regulatory regimes, and exploring 
qualitative board decision-making processes. 
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