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Abstract
This study aims to determine the role of the sustainable investment on the composition
of commissioners and directors, profitability, capital structure and investor investment
decisions in financial sector companies listed on the Indonesia Stock Exchange. The
research data were obtained from 2015-2018 by annual reports, financial reports,
sustainability reports, summaries of tradable shares volume, and summaries of listed
shares of financial sector companies listed on the Indonesia Stock Exchange (IDX).
48 units of observation data were collected. This study used quantitative analysis
techniques with Structural Equation Modeling (SEM) and was processed by SmartPLS
3. The test results showed: 1) investor investment decisions are negatively and
significantly affected by composition of commissioners and directors; 2) investor
investment decisions are not affected by profitability; 3) investor investment decisions
are positively and significantly affected by capital structure; 4) sustainable investment is
positively and significantly affected by the composition of commissioners and directors;
5) sustainable investment is positively and significantly affected by profitability; 6)
sustainable investment is not affected by capital structure; 7) investor investment
decisions are positively and significantly affected by sustainable investment. Therefore,
the sustainable investment mediation effect of the composition of commissioners and
directors on investor investment decisions is quasi-mediating. It is also proven that
there is fully meditating on the effect of profitability on investor investment decisions.
While the effect of capital structure on investor investment decisions is not proven to
mediate.

Keywords: composition of commissioners and directors, profitability, capital structure,
sustainable investment, investor investment decision

1. Introduction

1.1. Background Research

Investment is one indicator in assessing the level of economic development of a
country. The more active its investment activities, the better the country’s economic
development. Therefore, the Government of Indonesia is currently trying to attract
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more interest from the public and foreign investors to invest in the national capital
market. The trend of investing in the capital market has also increased from year to
year. This is indicated by an increase in the number of investors shown through the
Single Investor Identification (SID) registered at KSEI. The number of SID registered at
KSEI until December 26, 2018, was 1,617,367; growing 44% compared to the end of
December 2017.

However, investing in the capital market has a high level of risk. Sometimes when
an investment can generate profits in the form of capital gains and dividends, it can
also lead to losses caused by not achieving the expected return. So investors need to
make wise investment decisions. To be able to make wise investment decisions requires
knowledge of the financial and nonfinancial related companies.

Financial knowledge includes information on company financial statements, company
performance, risks, economic conditions, inflation, interest rates, etc. [1, 4, 6, 8, 10]. Then
non-financial knowledge can be in the form of political stability, diversity of commis-
sioners and directors of a company, corporate image, and company contributions to
the environment, social and governance (ESG) [4, 6, 40, 46].

Besides, the escalating issues of climate change and global warming which have
become more intense lately have also changed the pattern of investor decision making
in choosing investments [43]. More than 90% of climate scientists believe that climate
change is real and that human activity is at least partially responsible. This increasingly
requires companies to pay more attention to the environmental impacts that can be
caused in the industrialization process [46].

This situation led to the birth of the concept of sustainable investment. Sustainable
investment is an investment approach that takes into account environmental, social, and
governance (ESG) factors in the selection and management of portfolios. [25] revealed
that sustainable investment includes various asset classes that are chosen while caring
for the causes of ESG. In 2017, global investment in renewable energy and energy
efficiency fell by 3% and there is a risk of slowing down even further; obviously, fossil
fuels still dominate energy investments [36]. However, the 2018 Global Sustainable
Investment Review reports that at the beginning of 2018, global sustainable investment
(in 5 major markets) reached US $ 30.7 trillion, increasing 34% in two years [18].

Investors can find out information on the company’s ESG implementation from the
sustainability report published by the company. Sustainability report is a measurable
report issued by a company or organization about economic, environmental, and social
impacts caused by the company’s daily operational activities. In Indonesia, the report
is still voluntary. Whereas in various developed countries in the European region and
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Asian countries such as Japan, each company, both state-owned and publicly-listed
companies, is required to make a sustainability report. Besides getting high scores and
ratings in the Environmental Performance Index (EPI), Japan was among the most envi-
ronmentally friendly countries in 2018 according to a survey from the Value Champion.
This is inversely proportional to Indonesia, which is ranked 133rd out of 180 countries
in the EPI.

Indonesia still faces a very serious problem of river pollution. Citarum River is one
of the dozens of rivers in Indonesia that are heavily polluted due to human activities
that dump waste or industrial waste into rivers [37]. Besides, based on KLHK records,
forest, and land areas that were burned (forest and land) until October 1, 2019, increased
by 80.29 percent from the same period in 2018 [13]. One way to overcome this can be
done by investors is tomake sustainable investments. Therefore, investors need to know
what factors can influence companies in implementing ESG policies so that they can
screen and scan for sustainable investment. Besides, there have been several studies
examining the relationship between the composition of commissioners and directors,
profitability, capital structure, sustainable investment, and investor investment decisions.

[22] examined the effect of the composition of the company’s top management team
on investor decisions and found that the greater the diversity of the top management
team, the more investors invested in the company. Research [32] found that investor
decisions are influenced by the presence of women directors in a positive and significant
way. Investors responded positively to the appointment of women directors especially
from outside the company because of increasing diversity in ranks and independence
[27]. Besides, [12] also examined the effect of the structure of top-level management
on investor decisions during an IPO and found that companies with prestigious strate-
gic leaders can assist investors in assessing the quality of their financial statements.
Investors tend to be more receptive to financial statements that are certified by pres-
tigious strategic leaders because these people will be more disadvantaged if their
financial statements are proven to contain errors. Even though investors rate positively,
the high diversity has weaknesses that make companies reluctant to have a board of
commissioners and directors with diverse backgrounds and gender. Weaknesses are
like spending more time and effort to reach consensus or the risk of higher conflict
between members [27].

Besides the composition of commissioners and directors, the development of the
company’s revenue from year to year mustn’t escape the consideration of investors,
whether it has decreased or increased. In line with seeing the development of revenue,
the development of the company’s net profit is also a matter that must be considered
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by investors. Companies that have a consistent income and net profit to grow are good
companies to invest. Quality companies with good financial performance will certainly
have value that continues to grow in the eyes of investors, thereby increasing the
company’s stock price [4, 10]. This result is in line with research by [20, 38] which found
that investor decisions are influenced positively and significantly by profitability.

However, [35] revealed that profitability had a negative effect. Besides, the research
of [6] found that corporate income did not significantly influence investor decisions but
rather dividend distribution. This might be caused by investors valuing useless if the
company’s revenue increases if it is not accompanied by dividend distribution.

Then there is research that found that investor decisions on investment are also
influenced by capital structure [2, 3, 42]. However, in the research of [16] as well as [20]
no effect of capital structure was found on investor investment decision.

The composition of commissioners and directors influences the company’s willing-
ness to implement ESG. [46] states that the board of directors is the most important part
of corporate governance. However, [46] also found that if the CEO also concurrently
served as a member of the board of commissioners, it would lead to the opportunistic
situation of the controlling shareholders and the level of willingness of the company to
invest in low environmental protection. So, that the proportion of independent directors
needed to increase investment in environmental protection.

[26] states that the presence of female executives can increase investment in pro-
tection in companies and this is not influenced by industry attributes, which means
that not only in industries that cause pollution but also in non-polluting industries. [44]
also added that the number of female executives must be at least three to have a
significant impact on corporate environmental investment decisions. Research [7] found
that increasing diversity in the ranks of commissioners and directors did not contribute
positively to corporate CSR, despite a positive relationship between the percentage of
women’s presence with CSR. Thus, the presence of female executives in the company
influences investor considerations in making sustainable investments.

Besides, profitability also encourages companies to adopt the application of policies
related to ESG. However, few studies have found this relationship. More research exam-
ines the effect of ESG on profitability. Said by Margolis, Joshua, and Hilary Elfenbein
(2008) in the Harvard Business Review as quoted by [16] that this result might be an
inverse causality which means companies that have good financial performance (profit)
are better able to contribute to ESG. Research conducted by [16] also found evidence
that when companies operate efficiently and get a greater return on assets, companies
will be more likely to practice ESG. [46] also revealed the same thing: the higher the
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company’s efficiency, which means increased profitability, the higher the company’s
willingness to invest in environmental protection.

The capital structure also influences the company in carrying out environmental
risk management [19].Capital structure with a lower proportion of internal equity than
external prioritizes the application of ESG. This is caused by the external investors
who are more interested in making sustainable investments. Besides, [11] found that
increasing ESG activity reduced the cost of equity. However, capital structure financed
through long-term debt ESG activity tends to below. This is because banks and some
funding agencies consider that ESG aspects are not the main aspects of providing loans
and financing. They tend to think of it as greenwash, so it is a risk [17]. However, [19]
found that funding agencies favor companies that report ESG activities because they
are believed to reduce information asymmetry and increase transparency.

[34] find that the market positively and significantly respects environmental practices
by companies that are not related to industries that are sensitive to environmental
pollution. Conversely, the market positively and significantly respects the social and
governance practices carried out by companies related to industries that are sensitive
to environmental pollution. [43] also revealed that ESG by companies is the best choice
for investors and portfolio managers in allocating assets to sustainable investments
and reducing market risk. Research [5] reveals that investors use ESG information in
determining their investment decisions. The research of [40] found that CSR disclosure
has a direct effect on investors’ reactions in making investment decisions and there is a
mediating relationship between company size, media exposure, and industry sensitivity
to investor reaction. Research conducted [30] also found that investorsmake sustainable
investments in making investment decisions based on ESG information of related com-
panies. Besides, most millennial investors prefer to make sustainable investments over
conventional investments [15]. The results of the study [14] who researched Indone-
sia found that there was an increase in sustainable investment because sustainable
investment provided better returns. In contrast to the results of the study of [25] where
it was found that there were no significant differences related to the rate of return on
investment between companies that applied ESG and those who did not. In other words,
investors do not pay much attention to ESG aspects in the decision-making process.

Based on the research gap from previous researchers, the researcher is interested in
developing research on the influence of the composition of commissioners and direc-
tors, profitability, and capital structure on investor investment decision by proposing
sustainable investment as a mediator.
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1.2. Literature Review

1.2.1. Theoritical Review

Investor Investment Decision

Investor investment decision is investor cognitive processes that result in the selection
of one investment from several investment alternatives [6]. Investor investment decision
is also defined by how investors decide to choose which investments will be made, how
much investment will be, and when the investment will be made [24].

Investor investment decision are proxied through Trading Volume Activities (TVA).
TVA can reflect all investor activities in the capital market [40]. TVA compares the
number of shares of a particular company traded with those circulating at a certain
time. TVA was observed using a period of 11 (eleven) days, -5 (minus five) to +5 (plus
five) days from the date of publication of the sustainability report.

Composition of Commissioners and Directors

Organizational theories such as resource dependence theory, agency theory, steward-
ship theory, and social role theory provide a broad theoretical foundation on how the
composition and diversity of commissioners and directors influence organizational and
investor behavior [7, 12, 44]. According to [33], resource dependence theory focuses
on the role of the board in engaging with the external environment to access critical
resources.

Then in [33] also mentioned agency theory related to aligning the interests of owners
and managers and based on the premise that there is an inherent conflict between the
interests of company owners and their management. Most commonly, the relationship
contained in agency theory is the relationship between shareholders, company owners,
and company executives, as agents.

Besides, there is also a stewardship theory that recognizes a relationship built on
trust between shareholders and management, which in turn minimizes the costs of
monitoring and controlling management behavior [33]. This theory believes that man-
agers inherently try to do a good job, maximize corporate profits, and provide good
returns to shareholders.

There is also a social role theory that underlies the influence of gender in social
research. Social role theory discusses gender stereotypes which state that men are
self-oriented and women are public-oriented [44]. Thus, [46] defines the composition
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of commissioners and directors as the diversity in the composition of commissioners
and directors such as the proportion of independent commissioners and independent
directors, their background, and their gender.

Profitability

According to [38], profitability is used to measure the extent of overall management
effectiveness in creating profits for companies. In this research, profitability is posited
through ROA, ROE, and NPM.

Return on assets (ROA) is a ratio that shows how much the contribution of assets
in creating net profit [21]. The higher the ROA, the better the company can use assets
to get profits. Return on equity (ROE) is a ratio that used to measure the ability of
own capital (equity) to create profits for all shareholders (ordinary shares and preferred
shares) [21, 39]. [38] state that the ROE is considered as a representation of shareholder
wealth or company value. Net Profit Margin (NPM) is a ratio that used to measure net
profit after tax compared to sales volume [39]. The greater the NPM, the more effective
the company’s performance. So that will increase investor confidence in investing in the
company [38].

Capital Structure

The combination of short-term and long-term debt mix with equity funds used by
companies is called capital structure [28]. Franco Modigliani and Merton Miller (MM)
developed the theory of modern capital structure in 1958 known as MM theory. It can
be concluded that the MM theory is positively related to leverage. This result implies
that the company must have a capital structure that consists almost entirely of debt.
Because real-world companies choose more moderate levels of debt. Then Myers and
Majluf introduced the pecking order theory which implied that managers preferred
internal financing to external. If external financing is needed, managers tend to choose
the safest securities, such as debt over external equity. Whereas the Trade-Off theory
says that a company’s capital structure involves an exchange between the tax benefits
of debt and the cost of financial distress. The Trade-Off Theory explains that if the
position of the capital structure is below the optimal point, then any additional debt will
increase the firm value [35]. Thus, companies will owe to a certain level of debt, where
the benefits of tax savings (tax shields) from additional debt equals the cost of financial
distress.
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Sustainable Investment

The Global Sustainable Investment Alliance (GSIA) in 2018 defines sustainable invest-
ment is an investment approach that considers environmental, social (corporate) and
corporate governance (ESG) factors in portfolio selection and management [18]. Sustain-
able investment directs investment capital to companies that work to combat climate
change, environmental damage while promoting corporate responsibility.

Environmental criteria can include the use of company energy, waste, pollution,
conservation of natural resources, and animal care. These criteria can also be used
in evaluating environmental risks that the company may face and how the company
manages those risks. Social criteria look at the company’s business relationships with
suppliers, local communities, employees, and other stakeholders. Concerning gover-
nance, investors may want to know that companies use accurate and transparent
accounting methods. And also, that shareholders are allowed to vote on important
issues, avoid conflicts of interest in the selection of board members, do not use political
contributions to get special treatment and, of course, not involved in illegal practices.
To protect companies from illegal practices (fraud) a strong internal control system and
professional, independent and accountable whistleblowing can be built [31].

1.3. Conceptual Framework

 

KD 

PF 

SM 

SI KI 

Figure 1: Conceptual Framework

Explaination KD: Composition of Commissioners and Directors

PF: Profitability

SM: Capital Structure
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SI: Sustainable Investment

KI: Investor Investment Decision

1.4. Hypotheses

1.4.1. Effect of Composition of Commissioners and Directors and
Investor Investment Decision

There are several studies about the composition of the company’s top management
team on investor decisions. [27, 32] found investors’ positive responses by the appoint-
ment of female directors especially from outside the company because of increasing
diversity in ranks and independence. [12] also revealed that investors were more recep-
tive to financial statements that were certified by top management who had prestigious
backgrounds. Thus, the greater the diversity of the top management team, the more
investors will invest in the company [22]. Therefore, the hypothesis is proposed:

H1: Investor investment decision is positively influenced by the composition of com-
missioners and directors.

1.4.2. Effect of Profitability and Investor Investment Decision

Research by [20, 38] find that investor decisions are influenced positively and signifi-
cantly by profitability. The higher the level of profitability of the company, the greater the
level of prosperity provided by the company will attract investors to own the company.
Thus, quality companies with good financial performance will certainly have value that
continues to grow in the eyes of investors, thereby increasing the company’s shares
price [4]. Therefore, the hypothesis is proposed:

H2: Investor investment decision is positively influenced by profitability.

1.4.3. Effect of Capital Structure and Investor Investment Decision

Research by [3, 42] found that investor decisions on investment are also influenced by
capital structure. [2, 3] also emphasized that investors must take into consideration
the company’s capital structure when making investment decisions. Therefore, the
hypothesis is proposed:

H3: Investor investment decision is positively influenced by capital structure.
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1.4.4. Effect of Composition of Commissioners and Directors and Sus-
tainable Investment

Research by [46] revealed that the proportion of independent directors to increase
investment in environmental protection. [26] also stated that the presence of female
executives could increase investment in protection in the company. Besides, [44] also
added that the number of female executives must be at least three to have a significant
impact on corporate environmental investment decisions. With the increasing amount
of environmental investment in the company, the company has implemented the ESG
principle which is a consideration for investors in making sustainable investments.
Therefore, the hypothesis is proposed:

H4: Sustainable Investment is influenced positively by the composition of commis-
sioners and directors.

1.4.5. Effect of Profitability and Sustainable Investment

Margolis, Joshua, and Hilary Elfenbein (2008) in the Harvard Business Review as quoted
by [16] stated that companies that have good financial performance (profit) are better
able to contribute to ESG. Research by [16] also found evidence that when companies
operate efficiently and get a greater return on assets, companies will be more likely to
practice ESG. [46] also revealed the same thing, namely the higher the efficiency of the
company which means increased profitability, the higher the company’s willingness to
invest in environmental protection. Therefore, the hypothesis is proposed:

H5: Sustainable investment is positively influenced by profitability.

1.4.6. Effect of Capital Structure and Sustainable Investment

Capital structure with a lower proportion of internal equity than external equity prioritizes
the application of ESG. Besides, the higher level of separation between cash flow rights
and control rights of controlling shareholders, the higher the willingness of companies
to invest in environmental protection, and the degree of separation between cash flow
rights and shareholder control rights is positively related to protecting the investment
environment [46]. [11] also found that increasing ESG activity reduced the cost of equity.
Therefore, the hypothesis is proposed:

H6: Sustainable investment is positively influenced by capital structure.
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1.4.7. Effect of Sustainable Investment and Investor Investment Decision

The research of [34] found that the market positively and significantly valued environ-
mental practices by companies that were not related to industries that were sensitive
to environmental pollution. Conversely, the market positively and significantly respects
the social and governance practices carried out by companies related to industries that
are sensitive to environmental pollution. [43] also revealed that ESG by companies is
the best choice for investors and portfolio managers in allocating assets to sustainable
investments and reducing market risk. Research [30] also found that investors make
sustainable investments in making investment decisions based on ESG information of
related companies. Therefore, the hypothesis is proposed:

H7: Investor investment decision is positively influenced by sustainable investment.

2. Research Methods

The population of this research is companies in the financial sector, which are listed on
the Indonesia Stock Exchange (IDX). The sampling technique used is non-probability
sampling with a purposive sampling approach. The considerations applied are compa-
nies in the financial sector that are listed on the Indonesia Stock Exchange (BEI), which
have continuously published sustainability reports for the past 4 (four) years.

In this study, secondary data used are from annual reports, financial reports, sustain-
ability reports, summary trading volume, and summaries of the number of outstanding
shares in 2015-2018 listed financial sector companies on the IDX. The study uses
quantitative analysis techniques using Structural Equation Modeling (SEM), which is
processed with SmartPLS 3.

3. Result

From Table 3, it can be concluded that all variables have the highest correlation
on themselves compared with correlations on other variables. Thus, the discriminant
validity requirements in the case of this study have been fulfilled.

From Table 4, it can be seen that all constructs produce AVE values > 0.50, so that
they meet the reliability requirements.

Meanwhile, for the Cronbach’s Alpha and Composite Reliability (Table 5 and 6) which
also measures the reliability of the measurement model, good results are obtained,
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TABLE 1: Proxies of Research

Variable Proxy 

Composition of 

Commissioners 

and Directors 

Female Commissioners and Directors : 

At least three or more = one 

Less than three = zero (0) 

Ratio Female Commissioners and Directors = 
total femele commissioners and directors 

total commissioners and directors 
 

Ratio Independent Commissioners and Directors = 
total independent commissioners and directors 

total commissioners and directors 
 

Background of Commissioners and Directors : 

From three or more different industries = one 

Less than three = zero 

Profitability 

ROA = 
EAT 

total assets
 

ROE = 
EAT

total equities
 

NPM = 
EAT

net sales
 

Capital 

Structure 

Debt to equity ratio (DER) = 
total debts

total equities
 

Debt ratio = 
total debts

total assets
 

Separation of control rights and cash flow rights = 
control rights

cash flow rights
 

Sustainable 

Investment 

Environmental protection investment to total asset = 
Environmental investment

total asset
 

Environmental protection investment to operating income  = 
Environmental investment

operating income
 

Environmental investment growth rate = 

Environmental investment current year

Environmental investment previous year 

Environmental investment previous year
 

Investor 

Investment 

Decision 

TV A i, t = 
number of shares traded i at time t

number of shares outstanding i at time t
 

TABLE 2: Analyzed Samples

Listed 90 companies

Discontinued 4 companies

Continue 12 companies

Observation Years 4 years

Observation Data 48 units

which is more than a rule of thumb of 0.70. Thus it can be concluded that the measure-
ment model of all variables has good reliability.

Based on Table 7, we can explain the effect of each variable as follows:
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TABLE 3: Discriminant Validity

KD KI PF SI SM

KD 0.945

KI -0.422 0.799

PF -0.230 -0.024 0.967

SI 0.347 0.137 0.264 0.976

SM 0.430 0.151 -0.417 0.100 0.970

TABLE 4: Average Variance Extraced (AVE)

Average Variance Extracted (AVE)

KD 0.893

KI 0.638

PF 0.936

SI 0.952

SM 0.940

TABLE 5: Composite Reliability

Composite Reliability

KD 0.943

KI 0.946

PF 0.967

SI 0.976

SM 0.969

TABLE 6: Cronbach’s Alpha

Cronbach's Alpha

KD 0.880

KI 0.936

PF 0.935

SI 0.950

SM 0.944

TABLE 7: Path Coefficients

Original sample (O) T Statistics
(|O/STDEV|)

P values

KD -> KI -0.756 6.263 0.000

KD -> SI 0.398 2.508 0.007

PF -> KI -0.149 1.104 0.136

PF -> SI 0.394 1.726 0.044

SI -> KI 0.402 3.143 0.001

SM -> KI 0.374 2.444 0.008

SM -> SI 0.093 0.687 0.247
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1. H1: Investor investment decision is positively influenced by the composition of
commissioners and directors.

Hypothesis testing results indicate that the Investor Investment Decision (KI) vari-
able is negatively and significantly affected by the Composition of Commissioners
and Directors (KD) with an original sample value (O) of 0.756 (75.6%) and the value
of T Statistics (|O/STDEV|) equal to 6.263 (> 1.96) with P value of 0.000 (<0.05).
This means H1 is partially rejected. That is, if the number of Commissioners and
Directors (KD) Compositions increases and the other conditions remain constant,
there will be a decrease in Investor Investment Decision (KI) to related companies
by 75.6%.

2. H2: Investor investment decision is positively influenced by profitability.

Hypothesis testing results show that the Investor Investment Decision (KI) variable
is not influenced by Profitability (PF) because the T Statistics (|O/STDEV|) value
is 1.104 (<1.96) with a P value of 0.136 (> 0.05) which means insignificant. This
means H2 is rejected. Therefore, investors in making investment decisions do not
consider the Profitability (PF) variable of the related company.

3. H3: Investor investment decision is positively influenced by capital structure.

Hypothesis testing results indicate that the Investor Investment Decision (KI) vari-
able is positively and significantly affected by the Capital Structure (SM) with an
original sample (O) value of 0.374 (37.4%) and a T Statistics (|O/STDEV|) value of
2.444 (> 1.96) with P value of 0.008 (<0.05). This means that H3 is accepted. That
is, if there is an increase in Capital Structure (SM) and other variable conditions
remain constant, there will be an increase in Investor Investment Decision (KI) of
37.4%.

4. H4: Sustainable Investment is influenced positively by the composition of commis-
sioners and directors.

Hypothesis testing results indicate that the variable Sustainable Investment (SI)
is positively and significantly affected by the Composition of Commissioners and
Directors (KD) with an original sample value (O) of 0.398 (39.8%) and the value
of T Statistics (|O/ STDEV|) of 2.508 (> 1.96) with a P value of 0.007 (<0.05).
This means H4 is accepted. That is, if the number of Commissioners and Directors
Compositions (KD) in the company increases and other conditions remain constant,
an increase in Sustainable Investment (SI) by investors is 39.8%.

5. H5: Sustainable investment is positively influenced by profitability.
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The results of hypothesis testing show that the Sustainable Investment (SI) variable
is positively and significantly affected by Profitability (PF) with an original sample
(O) value of 0.394 (39.4%) and a P value of 0.044 (<0.05) even though the T
Statistics value (|O/STDEV |) of 1,726 (<1.96). This is still acceptable because the
critical value of one-tailed testing with a P value of 0.05 is 1.645 [44]. This means
that H5 is accepted. That is, if there is an increase in the company’s Profitability (PF)
and other variable conditions, there will be an increase in Sustainable Investment
(SI) by investors by 39.4%.

6. H6: Sustainable investment is positively influenced by capital structure.

The results of hypothesis testing show that the Sustainable Investment (SI) variable
is not influenced by the Capital Structure (SM) because the T Statistics (|O/STDEV
|) value is 0.687 (<1.96) with a P value of 0.247 (> 0.05) which means insignificant.
This means H6 is rejected, and the Sustainable Investment (SI) activity does not
consider the related company’s Capital Structure (SM) variable.

7. H7: Investor investment decision is positively influenced by sustainable investment

The results of hypothesis testing indicate that the Investor Investment Decision (KI)
variable is influenced positively and significantly by Sustainable Investment (SI) with
an original sample (O) value of 0.402 (40.2%) and a T Statistics (|O/STDEV|) value
of 3,143 (> 1.96) with a P value of 0.001 (<0.05). This means that H7 is accepted.
That is, the Investor Investment Decision (KI) will increase by 40.2% if there is an
increase in Sustainable Investment (SI) and other variable conditions remain.

TABLE 8: Indirect Effect

Original sample
(O)

T Statistics
(|O/STDEV|)

P values

KD -> SI -> KI 0.160 1.719 0.045 Mediated

PF -> SI -> KI 0.158 1.753 0.042 Mediated

SM -> SI -> KI 0.037 0.814 0.209 Tidak Memediasi

The Composition of Commissioners and Directors (KD) had a positive effect on
investment decisions through Sustainable Investment (SI) with a significance of 0.045
(<0.05). It means when the number of Commissioners and Directors Compositions (KD)
in a company increases, it will increase the Investor Investment Decision (KI) mediated by
Sustainable Investment (SI). Then, Profitability (PF) has a positive effect on investment
decisions through Sustainable Investment (SI) with a significance of 0.042 (<0.05). It
means, when the company’s Profitability (PF) increases, it will increase the Investor
Investment Decision (KI) mediated by Sustainable Investment (SI). However, the Capital
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Structure (SM) does not affect investment decisions even though it has been mediated
by Sustainable Investment (SI).

TABLE 9: Direct Effect

Original sample
(O)

T Statistics
(|O/STDEV|)

P values Type of
Mediation

KD -> KI -0.597 4.726 0.000 Quasi

KD -> SI 0.398 2.508 0.007

PF -> KI 0.010 0.054 0.479 Full

PF -> SI 0.394 1.726 0.044

SI -> KI 0.402 3.143 0.001 -

SM -> KI 0.411 2.399 0.009 No Mediation

SM -> SI 0.093 0.687 0.247

The influence of the Composition of Commissioners and Directors (KD) on Investor
Investment Decision (KI) is still significant even without mediation, it means that this
mediation is only quasi-meditating. However, the effect of Profitability (PF) on Investor
Investment Decision (KI) is insignificant, resulting in full mediation. On the other hand,
there is no mediating effect by the Sustainable Investment (SI) in the relationship of
Capital Structure (SM) to the Investor Investment Decision (KI).

TABLE 10: R Square

R Square

KI 0.434

SI 0.251

The R Square for Investor Investment Decision (KI) is 0.434 (43.4%) and Sustainable
Investment (SI) is 0.251 (25.1%). The meaning is, the ability of the dependent variable to
explain the dependent variable Investor Investment Decision (KI) is 43.4% and the rest is
explained by other variables that are not in the research model formulated in this study.
Meanwhile, the ability of the dependent variable to explain the dependent variable of
Sustainable Investment (SI) is 25.1% and the rest is explained by other independent
variables that are not in the research model in this study.

4. Conclusion and Discussion

1. Investor Investment Decision (KI) is affected negatively and significantly by the
Composition of Commissioners and Directors (KD) of 75.6%. This finding is contrary
to research [27, 31] which state that investors respond positively to the appointment
of female directors. This can be due to the views of Indonesian people who
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still doubt women’s leadership [29]. However, there is a mediating effect from
Sustainable Investment (SI) that can change the negative relationship between the
Composition of Commissioners and Directors (KD) on Investor Investment Decision
(KI) to be significantly positive.

2. Investor Investment Decision (KI) are not influenced by Profitability (PF). Indonesian
investors don’t consider the company’s Profitability (PF) variable in making invest-
ment decisions. This result contradicts the research of [4, 20, 38] who found a
positive and significant relationship between Profitability (PF) and Investor Invest-
ment Decision (KI). This finding could be caused by there are still many Indonesian
investors who make investment decisions not based on information aspects of the
company’s financial statements, but rather on the irrational aspects [1]. However,
Sustainable Investment (SI) can mediate fully which can change the Profitability
(PF) relationship with Investor Investment Decision (KI) to be significantly positive.

3. Investor Investment Decision (KI) is positively and significantly influenced byCapital
Structure (SM) of 37.4%. This result is in line with research by [2, 3, 42], who
also found that investors decisions on investment are also influenced by Capital
Structure (SM). Investors tend to prefer financial sector companies that have a
strong and large capital structure supported by institutional ownership [41]. Thus,
the financial sector companies sampled in this study were all indicated as healthy
banks.

4. Sustainable Investment (SI) is affected positively and significantly by the Compo-
sition of Commissioners and Directors (KD) of 39.8%. This result is in line with
the research of [26, 44], which proves that the existence of the Composition
of Commissioners and Directors (KD) influences investor considerations in con-
ducting Sustainable Investment (SI). The result of this study found that women
commissioners and directors can improve corporate social image through CSR
and environmental preservation [44].

5. Sustainable Investment (SI) is affected positively and significantly by Profitability
(PF) of 39.4%. The result of this study is in line with the statements of Margolis,
Joshua, and Hilary Elfenbein (2008) in the study of [16, 46]. The finding of this
study confirms that the more Profitability (PF), the higher the willingness of these
companies to invest in environmental protection, which ultimately leads investors
to make Sustainable Investment (SI) in these companies.

6. Sustainable Investment (SI) is not influenced by the Capital Structure (SM). Thus,
the activity of the Sustainable Investment (SI) does not consider Capital Structure
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variable (SM) related companies. This result contradicts the study of [11, 19]. Instead,
this result is in line with research by [17] which found that Sustainable Investment
(SI) does not depend on the company’s Capital Structure (SM). This finding is due
to all financial sector companies sample as having strong internal funding so it
does not depend on external funding. Capital Structure (SM) of companies whose
proportion of internal equity is higher than external does not affect the application
of ESG needed to make sustainable investment.

7. Investor Investment Decision (KI) is positively and significantly influenced by Sus-
tainable Investment (SI) of 40.2%. This result is in line with research [30] which
found that investors do sustainable investments in making investment decisions
based on ESG information of the relevant company. In line with the results of the
study [5], which revealed that investors also used ESG information in determining
their investment decisions. This result is also supported by the results of research
[14] which found that sustainable investment provides a better rate of return in
Indonesia.

5. Future Research

1. Use the Sustainable Investment variable to mediate the relationship between
the Composition of Commissioners and Directors and Profitability with investor
investment decisions.

2. In future research, it can use other factors that can influence investors’ investment
decisions, such as return on investment, company value, company image, market
risk, macroeconomic conditions, and so on, so that it will expand the repertoire of
knowledge for researchers and readers.

3. Not only using secondary data but also using primary data such as questionnaires
or interviews with investors so that the results obtained are more varied.

4. Expanding the research sample (company sector), not only companies from the
financial sector, but can also from other industrial sectors such as agriculture,
mining, consumer goods, construction, and others.
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