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This study aims to determine the effect of the independent board of commissioners 
and environmental costs on profitability through environmental disclosure either 
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1. Introduction 

Today's business competition requires pe-
ople to improve their performance to maintain 
survival and achieve their company's goals, ma-
ximizing company value or shareholder prospe-
rity. The success of a company can be seen from 
the success or failure of the company to achieve 
its goals by looking at the growth and perfor-
mance of the company. This company's growth 
can be seen from its financial performance, one of 
which is profitability. Each company must be 
able to assess the condition and development of 
the company through the analysis of financial 
statement ratios to maintain the company's exis-
tence in economic growth with increasingly fierce 
business competition (Buch, 2018; Harinurdin, 
2023; Rashid et al., 2024). Profitability is a compa-
rison between profit and assets or capital. Accor-

ding to, the profitability ratio is used to measure 
the efficiency of using company assets. however, 
with the rules from Pujiati et al. (2023) regarding 
the application of sustainable finance for institu-
tions, issuers, and public companies, companies 
do not need to concentrate only on how to get big 
profits. As we know, every company activity has 
effect on the environment (Bing & Li, 2019; Lee & 
Cho, 2021; Karwowski & Raulinajtys-Grzybek, 
2021; Barauskaite & Streimikiene, 2021; Khan et 
al., 2021; Sadiq et al., 2022; and Rahi et al., 2024). 

From year to year, there is an increase in 
the amount of energy distributed to the industrial 
sector. Meanwhile, as we know, electricity com-
petition produces greenhouse gas emissions such 
as carbon dioxide, methane, and nitrous oxide. 
Therefore, the government and policymakers 
must implement special rules for industry and 
society to use electricity wisely. With these rules, 
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to measure the achievement in electricity con-
sumption, it is necessary to have a forum as a pla-
ce for companies to increase the trust of stake-
holders that the company's activities are commi-
tted to protecting the environment and society. 
With this interest, the sustainability report is gi-
ven a sustainability report that contains good cor-
porate governance, social performance, and envi-
ronmental disclosure, along with increasing pu-
blic awareness of environmental issues. So, the 
company should include environmental costs in 
its sustainability report. This is very important 
because the company will be responsible for all 
its activities by including environmental costs in 
its sustainability report. This responsibility pre-
vents pollution, manages natural resources, and 
protects biodiversity. Greenhouse gas (GHG) e-
missions are one of the results of pollution, where 
GHGs cause climate change caused by human ac-
tivities. According to Irahadi et al. (2020), cons-
truction industry activities cause 25% of green-
house gas emissions in Indonesia. Efforts to re-
duce GHG emissions include the use of more 
efficient standards and the use of more envi-
ronmentally friendly power. In forming these ef-
forts, an independent board of commissioners is 
needed to help regulate and supervise using mo-
re efficient and environmentally friendly mate-
rials. This is in line with the thoughts of  Riyadh 
et al. (2019); Maulia & Yanto (2020), which state 
that several board members have a role in con-
ducting more effective monitoring and have a 
strong enough influence on management perfor-
mance in disclosing environmental responsibility. 
In addition, an independent board of commissi-
oners is expected to ensure that environmental 
information disclosure is transparent and credi-
ble. Previous research on profitability. Research 
related to profitability has been conducted, show-
ing several influencing factors. These factors in-
clude the board of independent commissioners, 
environmental costs, and environmental disclo-
sure.  

This study will concentrate on the cons-
truction industry sector listed on the IDX, as this 
sector is characterized by energy use that gene-
rates emissions that contribute to greenhouse gas 
effects. Furthermore, the study integrates three 
often-separated perspectives: the financial scope 
(such as profitability), positional interests (inde-
pendent commissioners), and environmental as-
pects (including environmental costs and envi-
ronmental disclosures). 

However, there are differences in results, 
such as the research produced by Raja (2016) and 
Safietrie (2017), which shows that the indepen-
dent board of commissioners influences profita-
bility. Meanwhile, Sunarto et al. (2021),  and Pus-
paningsih et al. (2022) stated that the indepen-
dent board of commissioners did not affect profi-
tability. Environmental costs also have different 
results. Septiadi (2016), Wicaksono (2024), and A-
min et al. (2024) explain that environmental costs 
affect a company's financial performance. Howe-
ver, research conducted by Meiyana & Aisyah 
(2019), Dewi & Wiyono (2023), Putri & Khairani 
(2024), and Wulandari et al. (2023) explains that 
environmental costs do not affect financial per-
formance. Not only on the independent board of 
commissioners but also on environmental costs. 
The difference in results also occurs in environ-
mental disclosure. According to Wijayanti (2020), 
and Dewi & Wiyono (2023), environmental dis-
closure affects profitability. However, in contrast, 
Celvin & Gaol (2015) explains that environmen-
tal disclosure does not affect profitability. 

Solikhah et al. (2021) and Wahyuningrum 
et al., (2020) indicate that the independent board 
of commissioners influences environmental dis-
closure. However, Hidayah et al. (2023), and Su-
kirman et al. (2021) argue that no such influence 
exists. Regarding environmental costs, Adyaksa-
na et al. (2022) state that environmental costs af-
fect environmental disclosure, whereas Elviani et 
al. (2022) claim that they do not. Given these di-
ffering perspectives and research outcomes, this 
study aims to contribute more specifically and re-
levantly to developing sustainable business prac-
tices within Indonesia's construction industry. 

Based on previous research, issues related 
to profitability are very interesting because of the 
discrepancy in the factors that influence it. The 
difference in research results can be called incon-
sistency of results, so based on this, it is necessary 
to add an intervening variable, namely environ-
mental disclosure. Environmental disclosure (Xie 
et al., 2019; Ramlawati et al., 2022) shows how 
companies contribute to maintaining and caring 
for nature by minimizing the risks of all company 
activities. By using the environmental disclosure 
variable as an intervening variable, it is expected 
to encourage the influence of the independent bo-
ard of commissioners and environmental costs on 
profitability. So it is very interesting to examine 
the Role of Environmental Disclosure in Media-
ting Independent Commissioners and Environ-
mental Costs on Profitability. This study aims to 
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determine the effect of the independent board of 
commissioners and environmental costs on 
profitability through environmental disclosure 
either directly or indirectly in construction 
industry companies listed on the Indonesia Stock 
Exchange 

2. Hypothesis Development  

According to Wulandari (2020), stakehol-
ders are a very broad and diverse group; some are 
supportive and beneficial, but some have a ne-
gative and obstructive influence, depending on 
different needs and aspirations. According to Za-
in et al. (2021), the theory of stakeholders means 
that the existence of an entity or company re-
quires support from stakeholders so that the com-
pany's activities also consider recognition from 
other stakeholders. When stakeholders have po-
wer, the business needs to adapt to stakeholders. 
According to LSPR News (2023), there are 2 types 
of stakeholders: internal and external. Internal 
stakeholders include management and executives, 
employees, and shareholders. External stakehol-
ders include customers, partners, communities, 
governments, and the media. 

According to Ahmad et al. (2020); Nishitani 
et al. (2021);  Sakinah et al. (2022); Salunkhe et al. 
(2023); and Kuźniarska et al., 2023)  stakeholders 
have an important role in a company's survival. 
Because the resources needed for the Company's 
operations are basically under the control of sta-
keholders. According to El-Baz & Ruel (2024), the 
success or failure of a company is influenced by 
stakeholders. This is also reinforced by Siva-
lingam & Ramaswamy (2024), who say that stake-
holder involvement is very important for plan-
ning, designing, implementing, and ensuring pro-
gram effectiveness in a company. Managing rela-
tionships with internal and external stakeholders 
is key to long-term business success. 

The company's growth can be seen from its 
financial performance, one of which is profita-
bility. Profitability is a percentage used to mea-
sure the extent to which the company can gene-
rate profits within a certain period. According to 
Yusuf et al. (2022), profitability is how every busi-
ness actor can profit maximum. Where certain ac-
hievements can measure these profits. The com-
pany can obtain the profit ratio. Suryadi & Yus-
nelly (2024) explain that the greater the profit le-
vel, the better the company's management. One of 
the profitability measurements can be done by 
calculating the return on assets (ROA). ROA can 

generally be seen in each company's annual fi-
nancial overview report. 

The internal board of commissioners is one 
of the company's stakeholders. The independent 
board of commissioners can improve the compa-
ny's supervisory function, so with this function, it 
is hoped that the independent board of com-
missioners will be able to increase company profi-
tability. According to Raja (2016); Safietrie (2017); 
and Martinus & Kusumawati (2021) a company's 
independent board of commissioners is hoped to 
reduce agency problems and prevent opportunis-
tic behavior. according to Muliasari & Hidayat 
(2020); Ifada et al. (2021); Sunarto et al. (2021); 
Puspaningsih et al. (2022) an independent commi-
ssioner has no affiliation with shareholders, direc-
tors, or board of commissioners and does not ha-
ve a board of directors position in the company 
concerned. This independent commissioner medi-
ates between company management and owners 
in making strategic or policy decisions to avoid 
violating applicable regulations. 
H1: Independent board of commissioners effect on 

profitability 

The company, in every activity, must have 
an impact on its environment. Therefore, compa-
nies need to pay attention to their environment by 
providing environmental management costs. In 
the theory of costs and benefits, environmental 
costs are often considered as expenses that can re-
duce a company's profits. However, today, envi-
ronmental costs are an obligation of every com-
pany for all its activities, especially with the obli-
gation of companies to publish sustainability re-
ports. Adyaksana & Pronosokodewo (2020) expla-
in that environmental costs are an allocation of 
costs used to reduce the environmental impact 
that results from a company's operational activi-
ties. According to Malik & Kashiramka (2024), it 
explains that companies make decisions to incre-
ase short-term profits despite the enormous nega-
tive impact on the environment and governance. 
Furthermore, Lalo & Hammidin (2021) explain 
that environmental costs include costs associated 
with process processes impacting the environ-
ment and repairing damage due to waste genera-
ted in company activities.  

However, according to Sarli & Wira (2022), 
the company's financial condition must also be 
considered when calculating environmental costs 
because the costs incurred will be very large and 
beyond the company's operational costs. Meiyana 
& Aisyah (2019); Putri et al. (2023); Handayani et 
al. (2023); Wicaksono (2024); Amin et al. (2024) 



The Role of Environmental Disclosure in Mediating Independent Commissioners and Environmental Costs on Profitability 

Dhela Septian Anggaretta, Siti Anisyah, Amin Pujiati, Sucihatiningsih Dian Wisika Prajanti 

414 

 

also explain that environmental costs will affect 
profitability.  
H2: Environmental Costs Affect on Profitability 

Environmental disclosure is a non-financial 
report that is currently considered by the public. 
Environmental disclosure is one of the report 
components of a company's sustainability report. 
According to Kartal et al. (2024), increasing awa-
reness of the disclosure of environmental, social, 
and governance activities has encouraged compa-
nies to focus on sustainability and triggered the 
development of CSR indices in various stock mar-
kets worldwide. A sustainability report, or what 
is commonly referred to as a sustainable report, is 
a report that is compiled based on the GRI (Global 
Reporting Initiative). Anisah & Silfia (2023) ex-
plain that GRI helps companies and governments 
worldwide understand and communicate the im-
pact of sustainability issues such as climate cha-
nge, human rights, governance, and social wel-
fare. Tarigan & Semuel (2015) explain that envi-
ronmental disclosure in sustainability reports can 
increase a company's value and profit because of 
the stakeholders' support. Dewi & Wiyono (2023), 
and Wijayanti (2020) explain that environmental 
disclosure has an effect on profitability.  
H3: Environmental Disclosure effect on Profita-

bility 

A sustainability report is a report that can 
provide views to the public about social and en-
vironmental responsibility, either positively or ne-
gatively. Based on theUndang-Undang Republik 
Indonesia Nomor 40 Tahun 2007 about Limited 
Liability Companies (PT), concerning limited lia-
bility companies (PT) article 1 paragraph 3  ex-
plains that companies have social and environ-
mental responsibilities, namely the company's 
commitment to participate in sustainable econo-
mic development to improve the quality of life 
and the environment that is beneficial, both for 
the company itself or local groups and society in 
general or known as CSR.  

Khamisu et al. (2024) explained that indus-
trial economic practices towards the environment 
are often criticized because of the impact of com-
pany activities that are detrimental to the welfare 
of the environment and society, one of which is 
using non-renewable energy. Because of this, Pu-
jiati, Yanto, et al. (2023) explained that the heavy 
dependence on energy must end. 

The independent board of commissioners is 
a party that has no affiliation with any party in 
the industry. Therefore, the independent board of 

commissioners must play an active role in en-
suring effective environmental disclosure. Wah-
yuningrum et al. (2020) and Solikhah et al. (2021) 
explain that the independent board of commis-
sioners has an effect on environmental disclosu-
re.   
H4: Independent Board of Commissioners influ-

ences Environmental Disclosure. 

H6: Independent Board of Commissioners influ-
ences Profitability through Environmental 
Disclosure. 

Environmental disclosures based on GRI 
Standards include indicators of materials, energy, 
water and waste, biodiversity, emissions, waste, 
environmental compliance, and supplier environ-
mental assessment. Where each of the above 
disclosure items has 32 environmental disclosure 
items. More comprehensive environmental disclo-
sures can help companies to monitor trends and 
make informed decisions regarding environmen-
tal cost management. In addition, by working to-
gether, environmental costs and environmental 
disclosures are expected to help achieve the co-
mmon goal of protecting the environment and 
creating value for the company. Adyaksana et al. 
(2022) said that environmental costs affect envi-
ronmental disclosure. However, Elviani et al. 
(2022) found that environmental costs have no ef-
fect on environmental disclosure. 
H5: Environmental Costs Influence Environmental 

Disclosure 

H7: Environmental Costs Influence Profitability 
Through Environmental Disclosure 

3. Data and Methods 

This type of research is quantitative rese-
arch that collects secondary data. Furthermore, 
testing will be carried out on the variables of the 
independent board of commissioners, environ-
mental costs, environmental disclosure, and profi-
tability, which will be submitted in the sustaina-
bility report. This research was conducted in the 
construction industry listed on the Indonesia 
Stock Exchange from 2021 to 2022. The process of 
determining the sample in this study using a pur-
posive sampling method, namely companies that 
publish sustainability reports by GRI standards 
from 2021 to 2022.  

Profitability calculations are calculated u-
sing the ROA (Return on Assets) formula. Inde-
pendent variables, such as the independent board 

of commissioners, are calculated using the ratio 
between independent commissioners and total 



AFRE Accounting and Financial Review 
Vol. 7(3) 2024: 411-422 

415 

commissioners. Environmental costs are costs in-
curred to address environmental damage caused 
by a company's activities. This cost also includes 
the cost of preventing the environment from be-
ing damaged. Environmental costs are calculated 
using the ratio between environmental costs and 
the company's net income. while the mediating 
variable, namely environmental disclosure, is cal-
culated using the ratio between the number of en-
vironmental items disclosed and the number of 
environmental items expected to be disclosed—
descriptive analysis using SPSS 22 and hypothesis 
testing using SmartPLS 3.0 with a significance of 
0.05.  

4. Result 

Table 2 explains that the independent bo-
ard of commissioners has a minimum value of 
0.167 and a maximum value of 0.667. The com-
pany with the lowest ratio of independent com-
missioners is PT Pembangunan Perumahan (Per-
sero) Tbk in 2022, and the maximum ratio is ow-
ned by PP Presisi Tbk in 2021. The environmental 
cost has a minimum value of -0.020 and a maxi-
mum value of 0.242. The company with the lo-
west environmental cost ratio is PT Hutama Kar-
ya (Persero) in 2022, and the maximum ratio is 
owned by PT Totalindo Eka Persada Tbk (TOPS) 
in 2021. The environmental disclosure has a mini-
mum value of -0.125 and a maximum value of 
0.783. The company with the lowest environmen-
tal disclosure ratio is PT Paramita Bangun Sa-rana 
Tbk in 2021, and the maximum ratio is ow-ned by 
PT Jaya Konstruksi Manggala Pratama Tbk 
(JKON) in 2022. The Profitability has a mini-mum 
value of -27,700 and a maximum value of 14.600. 
The company with the lowest profitability ratio is 
PT Acset Indonusa Tbk in 2021, and the maxi-
mum ratio is owned by PT Nusa Raya Cipta Tbk 
in 2022.  

The average value of the independent bo-
ard of commissioners, environmental cost, and 
environmental disclosure is greater than the stan-
dard deviation, so variable independent board of 
commissioners, environmental cost, and environ-
mental disclosure have a data distribution that is 
not much different and can be called a relatively 
small data deviation. Different from the average 
value of profitability greater than the standard de-
viation, the profitability variable has a far diffe-
rent data distribution and can be called a relati-
vely large data deviation. 

Table 2. Results of Descriptive Statistics 

Variable Min. Max. Mean 
Std. 
Dev. 

BCI 0.167 0.667 0.414 0.101 
Env_Cost -0.020 0.242 0.021 0.051 
Env_Dis 0.125 0.783 0.439 0.183 
Profit -27.700 14.600 0.408 7.315 

Where: BCI= Independent Board of Commissioners; 
Env_Cost= Environmental Costs; Env_Dis= Environ-
mental Disclosure; Profit= Profitabilty 

Table 3. Results of the Inner and Outer Model from 
SmartPLS 3.0 Outputs 

Results BCI Env_Cost Env_Dis Profit 

Load. Fact 1.000 1.000 1.000 1.000 
Avg.var.ext. 1.000 1.000 1.000 1.000 
Comp. 
reliab. 1.000 1.000 1.000 1.000 
Cross Load. 1.000 1.000 1.000 1.000 
R2 - - 0.355 0.075 

Table 3 shows that each variable has a loa-
ding factor, average variance extracted, and cross-
loading more than 0.70, which means that each 
variable has a high correlation construct measu-
re, is reliable, and each variable has a different 
construct measure that is not highly correlated. 
Besides that, the dependent variable profitability 
can be explained by the independent variable of 
7.5%. Meanwhile, the independent variable can 
explain the environmental disclosure variable by 
35.5%. 

Table 4. Results with SmartPLS 3.0 Outputs 

Results Env_Disc Profit 

BCI 0.009 < 0.05 0.458 > 0.05 
Env_Cost 0.553 > 0.05 0.234 > 0.05 
Env_Disc - 0.195 > 0.05 
BCI  Env_Disc  0.598 > 0.05 
Env_Cost  
Env_Disc  0.236 > 0.05 

Table 4 shows that H1, H2, H3, and H5 are 
rejected from the partial tests. However, from the 
partial test, H4 was accepted. The indirect test 
shows that H6 and H7 are rejected.  

5. Discussion 

Effect of Independent Board of Commissioners 
on Profitability 

The results of the study indicate that an in-
dependent board of commissioners does not af-
fect the profitability of the company. An indepen-
dent board of commissioners is responsible for 
ensuring that the company's information, control 
system, and audit system are running normally 
and well. The results of this study indicate that 
the existence of an independent board of com-
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missioners in a company in Indonesia is still run-
ning as it should. The existence of an independent 
board of commissioners still tends to be merely to 
comply with applicable regulations. In addition, 
companies in Indonesia that are predominantly 
family companies, so family control will be very 
dominant. The existence of an independent board 
of commissioners is only part of fulfilling appli-
cable regulations. This is following the results of 
research conducted by Puspaningsih et al. (2022), 
Ifada et al. (2021), and Sunarto et al. (2021). This 
could be due to several factors, one of which is 
that independent commissioners do not have su-
fficient authority to influence the decisions of the 
board of directors, which makes the independent 
board of commissioners unable to force the board 
of directors to take essential steps to increase pro-
fitability. 

Effect of Environmental Costs on Profitability 

The results of the study indicate that envi-
ronmental costs do not affect company profitabi-
lity. Theoretically, environmental costs reduce the 
amount of profit received by the company. When 
viewed from the theory of costs and benefits, 
financial statements focus more on environmental 
costs than benefits. This can give the impression 
that environmental costs are only an expense, 
when in fact, the investment can provide econo-
mic benefits in the future. So it is not in their inte-
rest when they get a lot of profit and the high en-
vironmental costs. This follows the research re-
sults conducted by Putri & Khairani (2024), Azi-
zah & Cahyaningtyas (2022), Dewi & Wiyono 
(2023), and Wulandari et al. (2023). Furthermore, 
Wulandari et al. (2023) explained that because 
companies consider these environmental costs to 
reduce profits, they spend environmental costs 
only to gain legitimacy where outsiders can ac-
cept their activities.  

Effect of Environmental Disclosure on Profi-
tability 

The results of the study show that envi-
ronmental disclosure does not affect company 
profitability. This shows that environmental dis-
closure is not able to drive company profitability. 
According to Ramadani (2019), the GRI Standard 
helps companies disclose environmental aspects 
in sustainability reports. Environmental perfor-
mance and effective and efficient management of 
company resources can help companies increase 
profits. Furthermore, Tarigan & Semuel (2015) 

explain that the environmental disclosure in the 

sustainability report can increase the company's 
value and profit because of the stakeholders' su-
pport. However, this study shows different things 
from Wijayanti (2020) and Dewi & Wiyono (2023). 
This study is in line with research con-ducted by 
Celvin & Gaol (2015), which states that environ-
mental disclosure does not affect the company's 
profitability. This could be due to the company's 
lack of understanding of how important environ-
mental disclosure is, where the company only 
fulfills the rules applied by the government. In 
addition, in this sector of the construction indus-
try, each construction project has its own charac-
teristics, making it difficult to measure environ-
mental impacts in a standardized way. In addi-
tion, the use of materials, waste management, and 
impacts on surrounding ecosystems can vary gre-
atly and certainly involve many parties, from ma-
terial suppliers to subcontractors. Tracking and 
ensuring green practices throughout the supply 
chain is a challenge.   

Effect of Independent Board of Commissioners 
on Environmental Disclosure 

The results of the study indicate that the 
independent board of commissioners has no effect 
on Environmental Disclosure. This shows that the 
independent board of commissioners has not be-
en able to encourage companies to make environ-
mental disclosures. In this study, the independent 
board of commissioners is projected by the ratio 
between the number of independent commissio-
ners and the existing board of commissioners in 
that year. Based on stakeholder theory, the role of 
the independent board of commissioners is very 
related. The purpose of the independent board of 
commissioners is to make company management 
comply with applicable rules and regulations and 
make actual and accountable reporting and full 
responsibility. 

The results of this study are not in line with 
research conducted by Liana (2019), Sukirman et 
al. (2021), Hidayah et al. (2023), and Setiadi et al. 
(2023), which explains that independent commi-
ssioners have no effect on environmental disclo-
sure. This shows that the independent board of 
commissioners has been able to contribute in the 
form of good governance input in environmental 
disclosure in the company. The result in line with 
Solikhah et al. (2021) and Wahyuningrum et al. 
(2020). This is also in accordance with stakeholder 
theory where the independent board of commi-
ssioners is a representative of shareholders who 
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will oversee the actions of company management 
related to the company's management. 

Effect of Environmental Costs on Environmental 
Disclosure 

The results of the study indicate that en-
vironmental costs do not affect environmental 
disclosure. The results of this study indicate that 
the amount of costs incurred by the company in 
en-vironmental disclosure does not affect the 
level of environmental disclosure made by the 
company. This indicates that the level of environ-
mental disclosure made by the company does not 
depend on the cost issues incurred related to the 
environment. 

In the process of development or construc-
tion, waste is usually generated. Not only the con-
struction process, but the operation of an office 
also produces waste and pollutants. According to 
Siregar et al. (2022), the company believes that 
these environmental costs will reduce the amount 
of company profits. 

The results of this study are not in line with 
the results of research conducted by Adyaksana et 
al. (2022), but in this study are in line with the 
results of research conducted by Siregar et al. 
(2022), and Elviani et al. (2022), which show that 
environmental costs have no effect on environ-
mental disclosure. Companies are still not fully a-
ware that not only profitable in their business, but 
companies must have benefits for society and the 
environment. Construction companies often focus 
on short-term projects, paying less attention to 
long-term investments in environmental protec-
tion. As a result, their environmental costs may be 
low and their disclosure limited. 

Effect of Independent Board of Commissioners 
on Profitability through Environmental Disclo-
sure 

The results of this study indicate that the 
independent board of commissioners variable has 
no effect on profitability through environmental 
disclosure in sustainability reports. The indepen-
dent board of commissioners is a party that has 
no conflict of interest by any party. The indepen-
dent board of commissioners represents the sha-
reholders as the owners of the company to super-
vise how the management in the company carries 
out its duties. The independent board of commi-
ssioners will ensure that information related to 
the company, the company's control system, and 
the audit system in the company works normally 
and well. Therefore, there is a relationship bet-

ween the independent board of commissioners 
and corporate reporting on economic, environ-
mental, and social aspects. 

In environmental disclosure, the company 
can improve its reputation and image, reduce 
risks and costs, increase access to capital, and in-
crease innovation and efficiency. This is in line 
with legitimacy theory. However, the results of 
this study show that the independent board of 
commissioners variable has no influence on pro-
fitability through environmental disclosure in 
sustainability reports. This is following research 
conducted by Liana (2019), and Setiadi et al. 
(2023). This is also not in accordance with stake-
holder theory, because the construction industry 
often focuses on short-term projects. This can ca-
use companies to pay less attention to long-term 
investments in environmental protection and en-
vironmental information disclosure, and compa-
nies only focus on revenue, which in this case is 
proxied by the profitability variable. 

Effect of Environmental Costs on Profitability 
through Environmental Disclosure 

The findings of this study indicate that en-
vironmental costs do not affect profitability thro-
ugh disclosure as a mediator. This shows that en-
vironmental disclosure is unable to mediate the 
effect of environmental costs on profitability. En-
vironmental costs, by their nature, reduce com-
pany profits. According to Sarli & Wira (2022), 
when calculating environmental costs, the com-
pany must also consider its financial condition be-
cause the costs incurred will be very large and 
beyond the company's operational costs. How-e-
ver, the disclosure of environmental costs in the 
environmental disclosure in this sustainability re-
port will increase accountability and stakeholder 
trust; besides that, it can support an environ-
mentally friendly business strategy. 

This study shows that environmental costs 
have no effect on profitability through disclosure 
as mediation. This is in line with research con-
ducted by Putri & Khairani (2024), Azizah & Cah-
yaningtyas (2022), Dewi & Wiyono (2023), and R. 
Wulandari et al. (2023). This is also inconsistent 
with stakeholder theory, as the construction in-
dustry will find it difficult to measure the envi-
ronmental costs of the environmental impacts of 
construction projects. Companies may find it di-
fficult to collect and present accurate and compre-
hensive data regarding their environmental im-
pacts. This can be a reason for companies not to 
disclose detailed environmental cost information. 
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6. Conclusion and Suggestion 

Conclusion 

The results showed that the independent 
board of commissioners, environmental costs, and 
environmental disclosure have no effect on pro-
fitability. The independent board of commissio-
ners affects environmental disclosure, but envi-
ronmental costs have no effect on environmental 
disclosure. environmental disclosure cannot me-
diate the effect of independent board of commi-
ssioners and environmental costs on profitability. 

Suggestion 

The company should focus on achieving 
profit and start thinking carefully about its social 
and environmental responsibilities. In addition, 
the company should report its sustainability re-
port in more detail based on 32 criteria according 
to GRI standards. Of course, the company must 
provide a high budget for its social and environ-
mental responsibility, considering that the compa-
ny's activities harm the environment. Besides that, 
this study only focuses on independent boards of 
commissioners, environmental costs, environmen-
tal disclosure, and profitability. So that further re-
search can add other variables outside this rese-
arch model. In addition, this research is limited to 
construction sector companies listed on the Indo-
nesia Stock Exchange during the 2021-2022 period 
that issue sustainability reports. So that further re-
search can examine a wider range of company 
sectors and a longer observation period. 
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