Formosa Journal of Science and Technology (FIST)

Vol. 4, No. 9, 2025: 2761-2774

Moderating Environmental Performance on the Influence of
Corporate Social Responsibility Disclosure on Stock Return

Hendro Lukman?®, Michelle Anwar?

Universitas Tarumanagara

Corresponding Author: Hendro Lukman, hendrol@fe.untar.ac.id

ARTICLEINFO

Keywords: Disclosure of
Corporate Social
Responsibility, PROPER,
Environmental
Performance, Stock
Return, Manufacturing
Companies

Received : 11, August
Revised : 25, August
Accepted: 26, September

©2025 Lukman, Anwar: This is an
open-access article distributed under
the termsof the Creative Commons
Atribusi 4.0 Internasional.

(@0

ABSTRACT

Making investment decisions in the capital
market requires financial and non-financial
performance information. One of the non-
financial information is information regarding
sustainability. This information can be seen in the
Corporate Social Responsibility Disclosure
(CSRD) and Environmental Performance
(PROPER). This research analyzes the effect of
CSRD on Stock Return with PROPER
moderation. This research is descriptive
quantitative research using secondary data and
taking samples using a purposive method from
in consumer cyclicals and consumer non-
cyclicals sub-sector manufacturing companies
listed on the Indonesian Stock Exchange from
2017 to 2021. The number of samples that meet
the requirements is 11 companies. The research
uses multiple regression analysis. The results of
this research show that CSRD has no influence on
Stock Return, and PROPER has not been able to
significantly strengthen the influence of CSRD on
stock return. This research concludes that CSRD
information directly or moderated by PROPER
does not provide a positive signal for investors.
The implication of this research is that PROPER
information in CSRD can provide a
strengthening signal to investors which
influences share prices.
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INTRODUCTION

Human needs for clothing, food and shelter continue to increase along
with population growth. Additional needs are not only to fulfill basic needs but
are also driven by desires that are more than needs. This increase in demand
triggers producers to produce more goods in order to gain profits. In fact, not
only is the company increasing the amount of production, it is also increasing the
number of producers.

Increasing the number of production and producers will directly increase
the amount of raw material needed. All raw materials used essentially come from
the universe. Unbalanced extraction of natural resources causes disruption of
living ecosystems, starting from the reduction of natural resources, even to
extinction, apparently the loss of flora and fauna that can be used for production
materials and preserving nature, as well as global warming resulting in natural
damage. The need to protect natural resources to maintain the sustainability of
nature and the company.

Companies need to increase production to improve performance for the
company's survival. Apart from that, companies must still be able to be trusted
by stakeholders such as consumers, the public, investors and others. Companies
that have good performance will increase investor confidence. Investor
confidence will be seen in the company value which is reflected in the share price
(for public companies). The company will try to improve performance and
maintain sustainability by protecting the environment as a natural resource.

The Indonesian government has issued Company Law number 40 of 2007
which requires companies to protect the environment by carrying out Social and
Environmental Responsibility —activities, known as Corporate Social
Responsibility (CSR). CSR is not only about protecting natural resources but also
the community where the business is located. Each producer will be closely
connected with the community as an external party (Alfawaz and Fathah, 2022).
Protecting the environment and natural resources will be a concern for the
company, so that the company pays attention to the triple P principle from
Elkinton, namely profit, Planet (natural resources), and People (society) in
running its business (Nababan and Hasyir, 2019) through CSR activities.

CSR activities must be reported to stakeholders. CSR activity reports can
be presented in a Sustainability Report which has become an obligation for public
companies after the issuance of Financial Services Authority Regulation Number
15 of 2017 concerning the Implementation of Sustainable Finance for Financial
Services Institutions, Issuers and Public Companies. In addition, companies can
report CSR activities in the Company's Annual Report. The Annual Report
contains company activities for one year including information on organizational
structure, financial performance, CSR activities, and other information which
constitutes company information disclosure. Information on CSR activities in the
Annual Report is known as CSR Disclosure (CSRD) which contains brief
information on the company's CSR activities.

The preparation of CSR in Indonesia generally uses the Global Reporting
Initiative (GRI) standard which contains information from three aspects, namely,
environment, social and economic. Companies that carry out CSR are generally
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liked by the public so their products will be popular. Investors also prefer to
invest in companies that carry out CSR well. The reason is that the company
maintains survival. CSRD must provide clear, transparent and accountable
information to create a competitive advantage for the company.

CSRD can reflect how a company maintains sustainability. Companies
that carry out good environmental and social preservation activities will increase
share prices so that they receive a positive response from investors, and vice
versa (Haholongan, 2016). It is believed that CSR implementation can make
investors' decisions to invest in the company because it can improve company
performance (Suryati et al., 2019). However, the phenomenon that occurs is that
companies that do not provide enough CSR information in CSRD experience a
positive increase in share prices or stock return. For example, what happened to
PT Siantar Top, which had a GRI Index of 0.38 in 2019 and 2020, experienced an
increase in Stock Return if seen from 5 days before and after the date of
publication of the 2019 and 2020 financial reports, which was -0.192 and 0.173.
(processed by the author using stock prices from Yahoo Finance). This
phenomenon is in line with the results of the study by Fathony et al. (2020), but
contrary to the results of the study by Hardaningtyas and Siswoyo (2016), it is
stated that CSRD has an effect on Stock Return.

On the other hand, CSR activities aim to maintain the sustainability of
natural resources (planet). The Ministry of Environment and Forestry (KLHK) is
holding an awards program for companies that have participated in protecting
the environment. This program can be said to be an environmental performance
assessment. The award is called the Company Performance Rating Assessment
Program in Environmental Management (PROPER). Environmental
Performance as a measure of a company's responsibility towards the
environment through activities to prevent and improve environmental
conditions for the sake of natural survival and not being damaged as a negative
impact on company operations (Bahri, 2016). PROPER is expected to strengthen
CSRD information for investors in making investment decisions that can
influence stock return.

A company receiving the highest PROPER award should have an impact
on increasing share prices. However, this did not happen to “PT Industri Jamu
dan Farmasi Sido Muncul Tbk” (SIDO), which received a Green PROPER rating
in 2020, which experienced significant changes in share prices after the PROPER
announcement date which was measured 5 days before and after the
announcement date (data processed writer). From this phenomenon, the
PROPER rating shows that it has not had an impact on stock return. This ranking
should have a positive influence on stock return if investors pay attention to
company sustainability as a decision-making factor. This phenomenon is
supported by the results of a study by Machdar (2017) which states that
Environmental Performance has no effect on Stock Return, while the research
results of Widhiastuti et al., (2017) show that Environmental Performance has an
effect on Stock Return but its contrary with Harimauwan & Lukman (2023) which
conduct the study on manufacturing public company.
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Based on the phenomenon and results of previous studies, this research
was conducted to analyze the influence of CSRD on stock return and
Environmental Performance as measured by PROPER as a moderation of the
influence of CSRD on Stock Return in consumer cyclicals and consumer non-
cyclicals sub-sector manufacturing companies listed on the Stock Exchange
Indonesian effect in the period 2017 to 2021. In this study, placing PORTER as a
moderating variable on the influence of CSRD on Stock Return is an update of
research related to the influence of CSRD and Proper on Stock Return.
Meanwhile, the aim of this research is to analyze how PROPER regulations can
strengthen or weaken CSRD on Stock Return. Meanwhile, it is hoped that the
implications of this research can be input for investors to pay attention to the role
of PROPER in making investment decisions which are assessed from CSRD
information, as well as for companies to provide sustainability business
information that investors can consider when investing.

THEORETICAL REVIEW
Signaling Theory

Signaling theory describes differences in behavior between individuals or
organizations when they have access to information. The giver (sender) must
choose what and how information is communicated or given, while the recipient
must choose how to interpret the signal (Connelly, 2011). This theory shows the
occurrence of information asymmetry between the organization or management
and external interested parties (Krisna, 2013). This theory reflects the actions
taken by an organization's management to guide investors in assessing the
company's prospects. In other words, Signal Theory explains why companies
emphasize the importance of company information in making investment
decisions. For this reason, management is obliged to review the disclosure of all
company performance information to external parties to minimize or avoid
information asymmetry (Rosiana, 2013). This signal theory involves the periodic
publication of financial reports which are the most important information for
investors to analyze the fundamental condition of the company, and non-
financial information such as reports on CSR activities. Disclosure of CSR to
interested parties will be very beneficial, especially to improve the company's
reputation and ensure its survival (Yuniawati, 2023). Thus, organizations try to
send positive signals to the market through financial information to obtain a
positive response in the market (Spence, 1973)

Signal theory states that good quality companies will give signals to the
market deliberately so that the market can differentiate between good and bad
quality companies (Ilmi, 2017). A good signal is a signal that can be captured by
the market and then perceived as good information and is not easily imitated by
other companies that have lower quality. High-value companies will signal
through financial policies and company activities that they protect the
environment and sustainability. Thus it can be concluded that signal theory has
an important role in determining management actions in providing information
so that it has the same interpretation for the recipient so as to obtain conformity

in the feedback.

2764



Formosa Journal of Science and Technology (FIST)
Vol. 4, No. 9, 2025: 2761-2774

Stock Return

Investors invest in companies for the long term so they expect a high rate
of return (Ikrima and Asori, 2020). For this reason, investors will choose
companies that have good financial and non-financial performance, are
transparent and have a high level of profit. This rate of return is known as stock
return, namely return in the form of dividends in long-term investments, and
increases in share value (capital gains) in short-term investments. Dividends are
obtained from company profits, while capital gains are obtained from the
difference between the selling price and the purchase price. So, Stock Return is
the result expected by investors in the form of expected or real profits or losses.

Corporate Social Responsibility Disclosure (CSRD)

The definition of CSR in ISO 26000:2020 is a company's activities regarding
the company's responsibility for the impact of the activities carried out by the
company on society and the environment which are carried out in a reasonable
manner to improve the welfare of society and sustainable development, the
interests of other stakeholders, in accordance with laws and norms. applicable
international regulations (products and services) are recognized in harmony
(Amalia, 2019). Meanwhile, in Law no. 25 of 2007 concerning Capital Investment
Article 15 states that CSR "is the responsibility inherent in every investment
company to continue to create relationships that are harmonious, balanced and
in accordance with the environment, values, norms and culture of the local
community." CSR is a mandatory program that has sanctions for companies that
do not do it (Suprapto and Susilo, 2020). CSR activities are focused on company
operations by paying attention to the interests of stakeholders (Murdifin, et al.,
2019), so that they can experience it (Nitasari, 2016). Thus, CSR has the meaning
of an obligation of an organization or company that carries out reasonable
activities that can encourage economic development (Rinovian and Suarsa, 2018),
improve the quality of life of society, employees, companies and local
communities, as well as protect nature for sustainability, as well as can form a
positive image and stigma of the company to the public (Oktina et al. 2020).

The results of CSR activities can be presented in two forms of report.
Firstly, the results of CSR activities are reported in the Sustainability Report
(Horisch et al., 2020) which is detailed information about CSR activities and
results in detail according to the reporting standards used. Another form of
report is presented as CSRD in the company's annual report. In CSRD there are
two types of information, namely mandatory disclosure due to regulations, and
voluntary disclosure (Meidawati and Aulia, 2020) but CSR information consists
of three aspects, namely environmental, economic and social sustainability
(Ikrima and Asrori , 2020).

Companies that carry out CSRD receive more attention from investors.
CSRD with high value can increase company stock return (Ikrima and Asori,
2020), because CSRD can improve the company's image (Mayangsari, 2020) so
that it can increase share prices.

CSRD is non-financial information that can improve the company's image
and also provide explicit and implicit information on the company's

2765



Lukman, Anwar

sustainability. Investors in making long-term investments must pay attention to
the company's operational performance from financial reports and the
company's sustainability potential through CSRD. The more informative,
transparent and accountable CSRD is, the CSRD will provide a positive signal to
investors. This positive signal is a consideration for investors when investing in
the company. High investor consideration will increase share prices thereby
affecting stock return. As in studies conducted by (Widhiastuti et al. (2017),
Wardhani et al. (2019), Ikrima and Asrori (2020), Mayangsari (2020),
Hardaningtyas and Siswoyo (2016), and Li et al. (2022) conclude that CSRD has
an effect on stock return. Based on the explanation and results of previous
studies, the hypothesis developed in this research is

H1: CSRD has an effect on stock return.

Environmental Performance

Environmental performance is a company's performance in managing the
environment and building a good environment (Sulistiawati and Dirgantari,
2016) which is measured through an environmental management system related
to controlling aspects of environmental preservation (Nababan and Hasyir, 2019)
from environmental damage. as a result of company activities. One of the
Environmental Management System standards that can be a guide in overcoming
environmental performance that uses resources effectively by reducing waste
and waste is the ISO 14001 standard (Purwanto et al., 2021).

The Indonesian government, in order to increase the preservation and
sustainability of natural resources, holds awards for companies that carry out
environmental conservation activities as a result of company operations. The
government assesses companies' environmental performance through the
Company Performance Rating Assessment Program in Environmental
Management (PROPER) (Sukasih and Sugiyanto, 2017) every year since 1995.
Performance assessed in PROPER includes control of water and air pollution,
management of hazardous and toxic waste. (B3 waste), and implementation of
AMDAL (Environmental Impact Analysis). The assessment results are ranked as
follows: Gold rating (very very good); Green (excellent); Blue (Good); Red (bad);
and Black (very bad). Gold (score 5) is awarded to companies that exercise
environmental control beyond what is required and develop society. Green
(score 4) is given to companies that carry out environmental control beyond what
is required. Blue (score 3) is given to companies that carry out environmental
controls as required. Red (score 3) is given to companies that carry out
environmental controls that are part of what is required. Black is given to
companies that have not implemented environmental controls as required. So the
PROPER rating given by the company reflects the company's efforts to maintain
environmental sustainability. It also environmental performance has signal of the
transparency of managers in managing the company (Lukman, et al., 2020)

In relation to CSR, PROPER is an effort that goes beyond CSR activities in
environmental aspects. PROPER puts more pressure on the company's part in
controlling and maintaining sustainability. Companies that carry out CSR
activities and receive a PROPER rating, it can be said that PROPER can function
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as a moderator for companies in maintaining sustainability. Implementation of
environmental control to obtain a PROPER rating will strengthen the company
in carrying out CSR.

Currently, many companies are increasingly focused on carrying out
environmental activities to improve their business image in the eyes of
stakeholders (Sheryn and Hendrawati, 2020) including investors. By getting
PROPER, the company's image will be better, especially if it is supported by
CSRED which is clear, transparent and accountable. A positive company image
will provide a positive signal to investors. A positive signal will also provide a
positive response to the same price, thereby influencing stock return. The results
of previous studies which stated that PROPER had an effect on stock return were
the results of a study by Widhiastuti et al. (2017) and Purwaningsih (2017). Based
on the explanation and results of previous studies, the hypothesis developed in
this research is
H2: PROPER strengthens the influence of CSRD on stock return.

Based on the hypotosis above, the research model in this study is as
follows:

| PROPER (M) |

| CSRD (M) | y % Stock Return (Y) |

Figure 1. Research Model

METHODOLOGY

This research is descriptive quantitative research using secondary data.
The data used was taken from several sources. CSRD data is taken from the
Annual Reports of companies in the cyclical and non-cyclical subsector groups
listed on the IDX for 2017-2021 (www.idx.comwww.idx.com). PROPER data uses
decision letters from PROPER award recipients from the Ministry of
Environment and Forestry who consistently received awards in the 2017-2021
period via www.menlhk.go.id. Meanwhile, stock return data was taken from the
website www.finance.yahoo.com from 2016 to 2021. Data collection was carried
out using a purposive sample method, with the criteria being that companies
consistently received the PROPER award, and there was CSRD in the Annual
Report during the research period. Companies that met the criteria during the
research period were 11 companies with 43 data. And, this research analysis uses
multiple regression analysis which is processed using SPSS V.29.

The variables used in this research consist of three variables. The
variables used in this research are CSRD as the independent variable and Stock
Return as the dependent variable. Meanwhile, PROPER is a moderating variable
for the influence of the independent variable on the dependent variable.

The selection of subjects in this research was based on the fact that this
company is a manufacturing company that uses natural and social resources
which are the focus of CSR activities. Moreover, this company also carries out
environmental management and received a PROPER assessment. This industry
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consists of the consumer cyclical subsector, which is a company that produces
products that experience good cycles due to economic conditions, consumption
cycles, etc. so that the ups and downs in sales and production will affect stock
prices. Another subsector is consumer non-cyclical, which are manufacturing
companies that produce products that do not (too) influence economic
conditions, consumption cycles and others so that the share prices of companies
in this group do not experience drastic ups and downs, or in other words, share
prices in this sector are stable. (Early, 2022). So, both cyclical and non-cyclical
subsectors are obliged to pay attention to CSR activities and try to get the highest
PROPER award.

In processing variable data, it is necessary to operationalize the variables
used. Operational and measurement variables used in this research can be seen
in the table below:

Table 1. Operationalization Variables

Variable Source Measurement Scale
Stock Return Rahman (2021) R - P.-Py Ratio
P
CSRD (X) Ramadhan (2019) CSROI, = ZX.I i Ratio
nj
Used RI Standard
G4,
66 items
PROPER Siregar et al |Black :1 Ordinal
(2019) Red :2
Blue :3
Green: 4
Gold :5

Source: compiled bu authors

Based on the research model of the hypothesis, the equation of this research is
Y=a+pPLX+P2XM+e

Legends:

Y :Stock Return

X :CSRD

M : PROPER

e : Epsilon

RESULTS AND DISCUSSION

The classical assumption tests are carried out before the regression test.
This test consists of normality, multicollinearity, heteroscedasticity, and
autocorrelation tests. Normality test uses the One-Sample Kolmogorov method.
The processing results show an Asymp Sig (2-tailed) value of 0.073. A value of
0.073 > 0.05 indicates that the data has been distributed normally. The next classic
assumption test is the multicollinearity test which shows a VIF value of 1.001 and
a tolerance value of 0.999 for CSRD and PROPER. The VIF value is below 10 and
the tolerance is above 0.05. This shows that the two independent variables do not
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have symptoms of multicollinearity, which means that these two variables have
a stable and consistent relationship. Another classic assumption test is the
Heteroscedasticity test using the Glegjer test. Heteroscedasticity results show a
significance value greater than 0.05. The CSRD value is 0.317 and PROPER 0.257
so that the two independent variables do not experience heteroscedasticity or
inequality of variance from the residuals of one observation to another. The final
classical assumption test carried out was the Autocorrelation test using the
Durbin-Watson (DW) test. The test results show a DW value of 2.177, with a total
of 43 data with 2 variables, so the DW results are between DU and 4-DU in the
DW table, namely 0.6091 < 2.177 < 2.3909 so there is autocorrelation or no error.
interference in period t with error in the previous period (t-1). By passing these
four classical assumption tests, the data used can be subjected to regression tests.

The results of the regression test from this research can be seen in the
table below:

Table 2. Regression Test Result - Direct Effect

Unstandardized Standardized
Variables Coefficients Coefficients T Sig.
B Std. Error Beta
Contant -0,048 0.151 -0,316 0.753
CSRD 0.027 0.123 0,031 0,220 0,827
PROPER 0.018 0.049 0,052 0,370 0,713

a. Dependen Variable: Stock Return
Source: SPSS V.29

Based on the regression test results above, the significant value of CSRD
on Stock Return shows a significant value of 0.827 (greater than 0.05), which
means that CSRD has no effect on stock return, and shows that the hypothesis is
rejected. These results are in line with the results of studies by Hidayansyah et
al., (2015), Fathony et al., (2020), and Putri et al., (2020). However, contrary to the
study by Hardaningtyas and Siswoyo (2016), Widhiastuti et al. (2017), Wardhani
et al. (2019), Ikrima and Asrori (2020), Mayangsari (2020), and Li, et al. (2022).
The same thing also happens to the PROPER variable which is a moderating
variable with a significant value of 0.713 (greater than 0.05). These results show
that PROPER has no influence on stock return. These results are in line with the
study by Putri et al. (2020) but different from the results of studies by Machdar
(2017), Syafrullah and Muharam (2017), Widhiastuti et al. (2017), and
Purwaningsih (2017) who stated that PROPPER has an effect on stock return. So,
these two variables have no direct influence on stock return.

PROPER moderation analysis uses the Moderated Regression Analysis
(MRA) method in the SPSS program. The MRA regression results can be seen as
follows:
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Table 3. Regression Test Result - Moderated Regression Analysis (MRA)

Unstandardized Standardized
Variables Coefficients Coefficients T Sig.
B Std. Error Beta
Contant 0,005 0.049 0,103 0.918
CSRD -0.097 0.389 -0,111 -0,249 0,808
PROPER 0.043 0.126 0,152 0,340 0,736

a. Dependen Variable: Stock Return
Sumber : Ouput SPSS V.29

The results of PROPER's moderation of the influence of CSRD on stock
return show a significant value of 0.736 (greater than 0.05), which means that
PROPER does not moderate the influence of CSRD on stock return even though
the significant value is better than the direct relationship between CSRD and
stock return (directly significant value of 0.837) . Likewise, if you look at the
coefficient (beta) value of CSRD on stock return with PROPER Moderation of
0.043, it is better than the effect of CSRD on stock return directly with a coefficient
(beta) value of 0.027. This means that PROPER has strengthened the influence of
CSRD on stock return, but PROPER's moderation is not too strong so it does not
change from no influence to influence.

CSRD does not have a direct influence on Stock Return for manufacturers
that receivethe PROPER award. Its indicates that investors pay less attention to
CSRissues in making investment decisions. Or, the market does not respond well
to information about CSR implementation in companies. This may be because
financial information is received by the market before the annual report.
Investors rely on financial performance in determining investment, so CSRDs
issued after the financial report receive less response. This is also experienced by
PROPER reports which are obtained not at the same time as direct financial
reports. Thus, PROPER has not been able to significantly strengthen the influence
of CSRD on Stock Return. Another factor that causes CSRD to have no effect on
stock return is the possibility that the CSR information in the annual report is
monotonous, and was already known to investors through other media when
CSR activities were carried out by the company, so that CSRD information in the
annual report is considered a normative obligation. Meanwhile, PROPER
information in the annual report is presented separately from CSRD, so it does
not strengthen CSRD information from an environmental aspect. Apart from
being separate from CSRD information in the annual report, the PROPER rating
announcement from the Ministry of Environment and Forestry does not coincide
with the publication of the company's annual report, so investors' reactions
cannot be seen when the annual report or financial report is published. So, both
CSRD does not provide a positive signal for investors in determining the market
value of shares on the stock exchange, and PROPER does not provide a
strengthening moderation for CSRD on stock return.
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CONCLUSION AND RECOMMENDATION

The conclusion from this research is that CSRD does not have a direct or
moderated effect on Stock Return. This shows that CSRD and PROPER
information have not been used by investors in assessing company performance
as non-financial information in making investment decisions. Investors still
analyze company performance through financial reports as a signal in making
investment decisions, in other words investors do not yet see CSRD as an
investment consideration (Rizki, 2019). The sustainability issue represented by
the PROPOER award does not increase investors' desire to use CSRD as an
analytical factor in making investment decisions. As with CSRD, environmental
performance has not been considered by investors in making investment
decisions (Machdar, 2017), and has not become a benchmark for buying shares
(Syafrullah and Muharam, 2017). From this research, it shows that CSRD directly
and moderated by PROPER does not provide a positive signal for investors so
that it does not significantly influence changes in stock prices, or does not affect
stock return.

The limitation of this research is the small sample used because the
sampling was based on companies that received PROPER consistently in the
research period, and companies that received a complete PROPER rating, namely
eliminating companies that received PROPER sectorally as seen from location,
subsidiary, or part of the operation. company. The reason is that the analysis is
carried out on the Company's Annual Report as a whole, not sectorally.

The implications and suggestions of this research can provide input for
companies in presenting CSRD and PROPER ratings in annual reports. CSRD
must explain the results of last year's work and plans for the following year. For
PROPER, apart from informing about the ranking obtained, it is necessary to
explain how the company's efforts to obtain it, and maintain or increase efforts
in the following year. Lastly, PROPER information is presented to strengthen
CSRD, besides the information must be clear, transparent and accountable. For
research to strengthen or produce different results, other variables can be added
either as independent or moderating variables, such as ownership structure,
governance, and others.

FURTHER STUDY

Future studies could expand this research by using larger and more
diverse samples, including companies with varying PROPER ratings and
different industry characteristics, to capture broader patterns of investor
behavior. Researchers may also consider incorporating other moderating or
independent variables such as ownership structure, corporate governance,
institutional ownership, or market reputation to better understand the
interaction between non-financial disclosures and stock performance.
Additionally, a comparative analysis across countries or regions could provide
insights into whether differences in regulatory environments, investor
awareness, and sustainability practices influence the relevance of CSRD and
environmental performance in investment decision-making.
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