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Foreword

On behalf of the committee of ISBS 2018 (Insuring Sustainable Business Strategy) international 
conference at Dian Nuswantoro University in Semarang Indonesia, we would like to express our 
sincere gratitude to all distinguish Rector of Dian Nuswantoro University, AAMAI president, 
keynote speakers, all participants and presenters, committee for the contribution to succeed the 
conference. The first international conference of ISBS 2018 is followed by 350 participants from 
academicians and professionals from Indonesia, Thailand and Taiwan. This conference is in 
relation with eight reputable international journals from Scopus Qi to Q3, four national accredited 
journals and five SINTA (Indonesian Science and Technology Index) journals. We have been 
notified that some conference articles have been pre-admitted on the journals.

The sustainability issue has a broad landscape and solutions are required in a variety of areas and 
mechanism to attain and manage it. The domains scope from environmental sustainability over 
organizational and business sustainability toward social sustainability. Pertaining the tools of 
sustainability, the scope from traditional engineering and management methodologies toward 
mechanism such as knowledge, learning, and creativity. The articles in this proceeding book 
addresses the entire sustainability problems space in a lesser and greater extent. However, though 
the dynamic properties come from management, technology, learning, individuals, organizations, 
community and society, everything is at simultaneously getting effect and cause. We put emphasis 
on business with the purpose to address primarily the companies and their businesses. Therefore, 
we entitle this international conference as “insuring sustainable business and strategy”.

Finally, we would like to deeply thank to all parties involved in this international conference such 
as sponsors, media, etc.

Semarang, November 8, 2018.

Prof. Vincent Didiek Wiet Aryanto, Ph.D
Dean Faculty of Economics and Business Dian Nuswantoro University Semarang Indonesia
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1. Prof. Yahn-Shir Chen, Ph.D (National Yunllin University of 
Science & Technology Taiwan)

2. Dr. Hendrisman Rahim, MA, FSAI, AAIJ, AMRP, CPIE, QIP 
(Chairman of The Indonesian Insurance Institute -AAMAI)
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2. Stephen Francis Bowey (Leapfrog Investment)
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How to Get Published in a Reputable Journal: Top Tips From Editors 
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CSR: Expenses or Benefits for Corporation

Etty Indriani

Department of Management, Sekolah Tinggi IlmuEkonomi AUB, Mr. Sartono 46, 57135, Surakarta, Indonesia

1 e-mail address: ettv.indri@,stie-aub.ac.id: ettvaub@,yahoo.co.id

Abstract

Most companies consider corporate social responsibility (CSR) as a burden that reduces earnings and 
some other companies consider CSR as an investment that contributes positively to the company in the 
long run. This study aims to fill the research gap between Corporate Social Responsibility and corporate 
value. This research was conducted on companies listing in Indonesia Stock Exchange. The data used is 
panel data in 2012-2014 with purposive sampling method. Data collection used by documentaries and 
literature. Data were analyzedby path analysis technique. The results show that the higher index o f CSR 
activity disclosure in the company’s annual report gives a positive effect on the reputation o f the company 
that will eventually increase the value o f the company. The finding o f this research is that CSR gives 
benefit to company value and reputation as CSR mediator to create corporate value.

Keywords: Corporate Social Responsibility, Reputation, Corporate Value
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Abstract

Most companies consider corporate social responsibility (CSR) as a burden that reduces 
earnings and some other companies consider CSR as an investment that contributes positively to 
the company in the long run. This study aims to fill the research gap between Corporate Social 
Responsibility and corporate value. This research was conducted on companies listing in 
Indonesia Stock Exchange. The data used is panel data in 2012-2014 with purposive sampling 
method. Data collection used by documentaries and literature. Data were analyzed by path 
analysis technique. The results show that the higher index o f CSR activity disclosure in the 
company's annual report gives a positive effect on the reputation o f the company that will 
eventually increase the value o f the company. The finding o f this research is that CSR gives 
benefit to company value and reputation as CSR mediator to create corporate value.

K eyw o rd s  Corporate Social Responsibility, Reputation, Corporate Value

I. INTRODUCTION

Reality shows who firms have recently been able to adapt to a changing world not only by 

developing economically but also socially and ethically. A firm ’s aim rem ains based on a 

developm ent strategy that not only favours its share holders but also responds to all stakeholders 

involved either directly or indirectly in the production process.

A firm is an open system and to carry out its m ain aim m ust be able to combine two large 

categories o f interest: profitability and its stakeholders’ interest. Given that a system o f  exchange 

and mutual influence is created between stakeholders and the firm, m anagem ent m ust be able to 

analyse objectives, resources and the strategy o f  common groups o f  stakeholders that need to be 

considered as well as its own ability to m obilise other stakeholders (Poddi and Vergalli, 2009).

CSR is a form  o f  the company's comm itm ent to build a better quality o f  life together with 

the relevant stakeholders, especially is the comm unity around where the company is located. 

CSR is increasingly important role in encouraging m ore and breadth o f  corporate social 

responsibility for the creation o f balanced developm ent in economic, social and en vironmental. It

mailto:ettvaub@vahoo.co.id


also comes from the fact that in addition to being economic institutions, the company is also a 

social institution, thus the company is expected to go ahead and developed in harm ony with the 

com m unity around the company.

The com m itm ent was confirm ed by the governm ent as a regulator that is reflected in the 

Regulation on the company's obligation to carry out CSR described in the Limited Liability 

Com pany A ct No. 40 Article 74 o f  2007. Criminal sanctions regarding violations o f  CSR 

contained in Law No. 23 o f 1997 on Environm ental M anagem ent Article 41 paragraph (1). 

Besides, there is the Law  No. 25 o f 2007 on Investment and Government Regulation No. 47 o f 

2012 on Corporate Social Responsibility and Environm ent Com pany Limited. In reality, not all 

companies carry out their CSR obligations. The company regards CSR as a waste, because the 

absorbed company's budget for activities that are not profitable. I f  implemented, the practice o f 

CSR is happening now is indicated on the practice o f  public relations alone so im pressed im age

centric and prioritize program s that can be seen by the public (as a communication strategy) than 

look into the company that basically has the same position in the stakeholder CSR.

The phenom enon o f  CSR is supported by  the inconclusive findings o f research on the 

influence o f  CSR on corporate value. Some empirical studies that give negative results 

(W addock & Graves, 1997; Preston & Bannon, 1997); neutral results (M cW illiam s & Sieger, 

2001; Ullman, 1985); and positive results (Luce et al. 2001). This research have objective to 

fullfill the gap w ith reputation as m ediating between CSR and firm value o f  public companies in 

Indonesia.

II. LITERATURE REVIEW

Em pirical research on the link between CSR and financial perform ance has given a lot o f

varied and heterogeneous results.

Relation Empirical study
Negative •  (W addock & Graves, 1997): assum ed that companies with responsible 

behaviour m ay have a competitive disadvantage, since they have 
unnecessary costs.

•  The costs fall directly on the bottom line and w ould necessarily reduce 
shareholder profits and wealth (Preston & Bannon, 1997)

•  Both short-term analysis based on m easuring abnormal returns (W right 
& Ferris, 1997) m arket m easures (Vance, 1975) and long-term  studies 
(Vance, 1975) have a negative relationship between performance and 
CSR.

Neutral •  (W addock & Graves, 1997) : their explanation o f a neutral relation 
suggest that m any variables in the relation between social and financial 
perform ance m ake the connection coincidental.

•  (M cW illiam s & Sieger, 2001): one explanation o f this could be that 
firm s supplying CSR products to their own custom ers have a different 
demand curve compared to those w ith no CSR.



•  (Ullm an, 1985) underlines that no clear tendency can be recorded 
between connections on social information, social performance and 
economic results. The m ain reasons for this is the theory’s inadequacy, 
inappropriate keyword definitions and lack o f empirical material.

•  Other studies highlight the impossibility o f defining the sign o f the 
existing relation between CSR and performance, both in the short term -  
on the basis o f Abnorm al return m easure and market actions - and in the 
long term (Aupperle, Carroll, and Hatfield, 1985).

Possitive (Luce et al. 2001): studied the relation between CSR enterprise appeal to 
employees and a firm ’s public profile. They claim that a firm ’s reputation 
has a positive influence on the relation between CSR and appeal.

(W addock & Graves, 1997): outline three explanations for a positive relation between CSR 

and financial performance:

a) Valuating what w ould happen i f  an enterprise did not act in a responsible manner. I f  it 

tried to reduce its im plicit costs acting in irresponsibly, the result m ay be an increase o f  

explicit costs from forcing a inefficient condition. The final result would be a competitive 

disadvantage. An example would be the case o f  atmospheric pollution that leads to a 

lawsuit.

b) Responsible social practices are the same as “good m anagem ent” . They strengthen 

relations w ith stakeholders and at the same tim e improve overall performance.

c) The third explanation follows the “theory o f scarce resources” and identifies the adoption 

o f  responsible social behaviour as a consequence and not a  cause o f  performance 

improvement. The idea is that during a positive trend there will probably be fewer lim ited 

resources. Some o f  these resources could be liberated in secondary activity such as CSR.

(Preston & Bannon, 1997): m ade use o f  a similar hypothesis called “available funds”, as a 

firm ’s behaviour depends on accessible resources. The authors present an alternative theory to 

“good m anagem ent” called “the hypothesis o f social impact” : i.e., better financial performance 

follows a stronger company reputation. B y considering stakeholders’ implicit needs, a company 

increases its reputation which improves financial performance. On the other hand, failing to 

answer stakeholders’ needs creates m arket uncertainty, raises the risk reward paid to investors 

and increases costs and possible losses. A less obvious explanation for a positive relation could 

be that CSR enterprises are m ore attractive to workers. In the information age, good employees 

are an extremely desirable resource and it is crucial to m ore appeal for them.

(Lys, Naughton & W ang, 2015) examined whether the expenditure o f corporate social 

responsibility is a form o f corporate philanthropy, investment, or signaling information about the 

financial prospects o f the company's future. The findings o f the research that companies do CSR 

expenditures in the current period when they anticipate stronger financial performance in the 

future. Research shows that causality positive associations between CSR expenditure and

-



performance o f  the com pany in the future is different from what is claimed in m ost o f the 

literature, and that the disclosure o f  corporate accountability is another channel where companies 

disclose personal information about the financial prospects for the future to outsiders.

HI: Disclosure o f CSR have a positive impact on the value o f  the company

The com pany’s reputation is the overall evaluation o f a company's stakeholders over time 

(Gotsi & W ilson, 2001). The company’s reputation is a representation o f the perception o f  past 

actions and the com pany's future prospects which describes the overall company appeal to all the 

key elements when compared to other leading rivals (Fombrun, 1996). The m ain factors that 

affect the company's reputation is the financial performance despite the reputation m ay be 

strongly influenced by the ethical behavior o f  m em bers o f  the company. A t the tim e o f  earnings 

and the stock price o f  a company has outperform ed other companies in the industry and the 

broader market, these companies tend to have a reputation for both businesses and consumers 

than if  the company's financial perform ance has lagged the market. On the other hand, poor 

perform ance led to financial problem s and loss o f  employees and key customers (Vergin & 

Qoronfleh, 1998). Research (Toms, 2002) provides a theoretical extension o f resource-based 

view  o f the firm to post a quality signal through the channel o f  accounting disclosure. The 

research findings indicate that the implementation, m onitoring and disclosure o f environmental 

policies and disclosures in the annual report contributes significantly to the creation o f 

environmental reputation. Based on the study o f theoretical and empirical hypothesis above it 

can be subm itted as follows:

H2: Disclosure o f  CSR positively affects the Company's reputation.

Growth body o f  research about the reputation o f the company that either has a strategic value 

for the com pany that owns it (Roberts & Dowling, 2002). A ccording to the resource-based view  

o f  the company, the com pany is a nexus o f  resources and capabilities that are not freely traded 

on the market. So far the company specific resources and capabilities to produce economic 

benefits that cannot be duplicated perfectly through the actions o f competitors, could be a 

potential source o f  sustainable competitive advantage (Augustine & M ary, 1994). In a resource- 

based framework, a company with a very valuable asset and rare to have a competitive 

advantage and can expect to earn superior returns. Those assets are also difficult to imitate can 

achieve sustained superior financial performance (Grant, 1991). In line with this reasoning, 

intangible assets such as good reputation is very important because o f  their potential for value 

creation, but also because o f their intangible character m akes replication by companies that 

compete m uch harder. Based on the explanation above, it can be built hypothesis as follows:



H3: The company's reputation has a positive effect on the value o f  the Company.

III. METHODOLOGY

The research m ethod used a quantitative approach. D ata using secondary data is accessed 

from the annual financial statements o f companies listed on the Indonesia Stock Exchange. The 

research population includes all companies listed in Indonesia Stock Exchange in both 

m anufacturing and non-m anufacturing from 2012 to 2014 with the num ber each year are 414, 

425 and 436 companies.

The sampling m ethod in this study using a sample o f  non-probability sampling with 

purposive sampling technique. The sam pling m ethod o f  this assessment is a m ethod o f  sampling 

where the researcher has the criteria or specific objectives o f the sample to be studied (Cooper 

and Schindler, 2006). Criteria samples used in this study as follows: (1) the company published 

its annual report consistently from  2012 to 2014; (2) the company applying and reveal the 

activities o f  Corporate Social Responsibility (CSR) in the annual report; (3) The company has 

information about related to m easurem ent variables, such as: corporate value using the proxy is 

Tobin's Q and the company's reputation using proxy is the difference o f the stock m arket price at 

t and t -1 .

Based on the criteria above, the sample selection process is then perform ed sample by 

purposive sampling technique as follows:

a. Check the num ber o f  companies listed on the Stock Exchange from 2012 to 2014 mainly 

companies presenting the annual report. Com panies surveyed include all companies in 

both m anufacturing and non-manufacturing. The num ber o f companies that disclose 

Corporate Social Responsibility in the annual report in the m edia the Indonesia Stock 

Exchange for each o f  2012 a total o f 119 companies; In 2013 as many as 142 companies; 

and in 2014 as many as 158 companies;

b. The num ber o f  companies that disclose CSR activities from data obtained in point a. 

Result o f  data each year 2012-2014 were 86, 86 and 86 o f  the company;

c. From  the 86 companies each year checked whether the data is consistently there for 3 

years from  2012 through 2014. The results o f  the examination o f data there are 76 

companies that consistently over the three years as many as 228 respondents.

Variables used in this study include: (1) CSR as an independent variable w ith proxies Index 

CSR disclosure; (2) Company value as dependent variable with Tobin's proxy q; (3) Com pany’s 

reputation as a m ediating variable; and (4) Size is used as a control variable. The analysis 

technique used path regression analysis. Reputation testing as a m ediating variable using the 

Sobel test (Ghozali, 2009) with the following formula:



( 1 )Sp2p3 = J p 3 2Sp22 + p 2 2Sp32 +Sp22Sp32

W here Sp2p3 is standard error indirect effect coefficient; p2  is regression coefficient o f  analysis 

result in column unstandardized coefisients for influence X  to Yf, p3 is regression coefficient o f  

analysis result in colum n unstandardized coefisients for influence Yj to Y2; Sp2 is standard error 

analysis results in unstandardized coefisients colum n for X  effect on Yf. Sp3 is standard error 

analysis results in unstandardized coefisients colum n for the effect o f Yj to Y2.

A fter doing the calculation (Sp2p3), then we can calculate the statistical t  value o f  the effect

p2p3
coefficient o f  m ediation with the following formula: t = (2)

’ p2p3

IV. RESULT AND DISCUSSION

The object o f  observation consists o f  various types o f companies, among others in Table 4.1 

below:

Table 4.1. Percentage category o f companies

Category o f  Companies Percentage
1 . Agriculture - Plantation 2,6
2. M ining -  Coal M ining 4,0
3. M ining -  Crude Petroleum & Natural Gas PR 1,3
4. M ining -  M etal & M ineral M ining 4,0
5. M ining -  Land /Stone Quarrying 2,6
6. Basic and Industry Chemical 10,5
7. M iscellaneuos Industry 8,0
8. Consum er Goods Industry 5,4
9. Property, Real Estate and Building Construction 9,2
10.. Infrastructure, Utilities and Transportation 8,0
11 . Finance 18,4
12. Trade, Service & Investment 26,0

Total percentage 100,0

Com panies that go public in Indonesia conducting CSR activities are not lim ited to 

companies that exploit natural resources but in some types o f industrial products, services 

and trade. This shows that CSR has been applied to a wide range o f industry categories.

Table 4.2. Hypothesis test results

M odel Variables Beta Sig

I IPC SR -A Reputati on 0,166 0,012** H2 Proven
II IP C S R ^ Q 0,154 0,011** H I Proven

Reputati on->Q 0,407 0,000*** H3 Proven
** significantly at a  5% 
*** significantly at a  1%



Hypothesis testing results provide evidence that the disclosure o f  CSR in the company report 

a positive effect on firm value (Tobin's Q). CSR disclosure in the annual report is a good signal 

for companies that provide information that the company has a good advantage thus removing 

some o f the profits for corporate social responsibility (H2 proven). It supports research (Lys et al. 

2015).

The findings o f  this study indicate that the im plementation, m onitoring and disclosure o f  

environmental policies and disclosures in the annual report to contribute significantly and 

positively to the creation o f  reputation (H I proven). Reputation is m easured by their share price 

rise from the previous year. The results support the research (Toms, 2002). Reputation impact on 

increasing the company's value (H3 proven). Size as control variable has significant influence to 

company value. This shows that there is a significant difference CSR disclosure index between 

companies w ith large and small assets. Companies with large assets have a higher index o f CSR 

disclosures compared to small companies.

Table 4.3. D irect effect and indirect effect

Effect Variables Relation Probability

Direct effect IPCSR->Q 0,154
Indirect effect IPCSR->Reputation->Q 0,067

Sobel test calculation results show that t statistic coefficient o f m ediation is 2.534 larger than t 

table 1.96 it can be concluded that reputation mediates the influence o f CSR disclosure index to 

firm value. This is an indication that the disclosure o f  CSR in the annual report is a good signal 

that has an impact on stock prices. The higher the CSR disclosure index will improve the 

company's reputation. The value o f the firm according to the investor's view  is a company that 

performs well. High CSR disclosure indexes are usually accompanied by sustainability reports.

V. CONCLUSION

Disclosure o f  the implementation, m onitoring and disclosure o f environmental policy (CSR) in 

their annual reports on public companies in Indonesia significantly contributes positively to the 

creation o f  the company's reputation. CSR disclosures in the financial statements a positive 

impact on increasing the company's value.

The finding o f  this research is reputation as a mediator o f influence o f  CSR disclosure index to 

company value. CSR is a benefit for the company not as a burden.

The limitation o f  this study is to m easure the m agnitude o f CSR with CSR disclosure index does 

not use the actual amount o f  CSR funds. Further research can m easure the CSR o f its magnitude 

and test whether CSR is an investm ent that generates long-term returns.
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