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ABSTRACT

The purpose of this study is to examine the effect of exogenous variables, namely
profitability and company size, on endogenous variables, namely corporate social
responsibility and firm value. In the research, Corporate Social Responsibility serves as
an intervening variable. The research used the sample of construction companies listed on
the Indonesia Stock Exchange. The data period was from 2014-2016. The data used are
secondary data obtained from annual financial reports. The analysis used Two-Stage
Least Square (Two SLS) regression method. The results of the study proved that Firm
Size has a positive effect on Corporate Social Responsibility (CSR) and a negative effect
on Firm Value. Profitability does not affect CSR and Firm Value. CSR does not affect
Fm_n Value. The results of other studies proved that CSR does not have an intervening
variable relationship between Profitability and Size of Firm Value.
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INTRODUCTION

prosA €ompany’s goal is to prosper the welfare of shareholders, To measure the level of
Valup{?my of shareholders can be done through the value of the firm. To increase high firm
€15 the company’s long term goal which will be reflected in the market price of its shares
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[1]. Firm value is an important concept for investors because it is a market indicator 1o a39¢qy
the company as a whole. Firm value can be defined as market value. If the market valy, iy
high, it means that shareholders' prosperity is also high [2].

The construction sector has an important role that influences most scctors of a country's
cconomy and is an important contributor to the country’s economic  infrastrucyyy,
development process. Since 2014, the construction sector in Indonesia has cxperienced ,
relatively high increase, and this has become one of the top priorities of President Joy,
Widodo's cabinet. The construction sector ranks third as a drive to economic growth i
Indonesia throughout 2016, with a contribution of 0.51 percent after the manufacturing sector
and the trade sector. This sector contributed 10.38 percent to Indonesia’s GDP in 2015, T
figure ranks 4th afier the industrial, agricultural, and trade sectors.

Table 1 shows investment in property and construction companies from 2014 - 2016
which continued to experience an increase. So it can be stated that in 2014 it was valued a1
$1.168 million and in 2016 it became $2.312 million. Increasing investment in the
construction sector and sectors that support it, in general, increased company revenue, which
means it also increased the value of the firm.

Table 1. Investment in construction

SMillion 2014 2015 2016

Investment construction 1,168.43 2,433.58 2,312.53
Source: Insight. CEIC data (2018).

Corporate value data in Indonesia explains that of the 82 construction companies
registered during 2014-2015, there were 52 companies or 63% of companies that experienced
a decline in firm value. From this data, it can be seen that high investment made does not
directly increase the value of the firm. With the decline in the value of the firm, the inita!
objective of the company, that is to prosper the shareholders, is not achieved.

One way to maximize firm value is througk profitability. Profitability measures th¢
ability of a company to generate profits [2]. Company size is also one of the variables
considered in determining the value of a company. The larger the size of the company, B¢
greater the assets owned by the company, and more funds are needed by companies ©
maintain their operational activities [3).

Durkin [4] stated that Corporate Social Responsibility (CSR) is also able to strengthe?
the image of a company and become one of the considerations that investors pay attention ¢
in choosing an investment location. Because CSR considers that the compan‘_\' provides °
good image 1o the community if the company is not just pursuing profit alone but also payiné
attention to the environment and society.

’ Companies are no longer faced with responsibilities that are grounded in a single bottqﬂ‘
line, .S.UCh as the value of the firm or corporate value which is reflected in its financ'?
condition only. But corporate responsibility must be based on triple bottom lines: finane™®"
social, and environmental aspects [5]. The im

40 if‘ 2007 concerning Limited Liability Companies, Thus, CSR is an obligation that must
carried out by a company, it’s not a voluntary activity,

The purpose of this study is to examine the effect of profitability and company
corporate social responsibility, and how these three variables affect firm value. The nove
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ihis study is the CSR variable as an intervening variable. The regression used is Two SLS
(Stage Least Square). Unity Analysis is a construction company in Indonesia. The difference
between (his research and the previous researches is the addition of company size as a

\.-m'iﬂblc.

A THEORETICAL FRAMEWORK AND HYPOTHESIS

The final goal that must be achieved by a company should not be to maximize profits, but
rather to maximize the prosperity of shareholders [6]. Harmony [7] explains the value of
wealth can be seen through the development of the stock market price (common stock). There
are several types of stock values:

a. Nominal value (par value): the value of liability assigned to each share.
Paid shares (additional paid-in capital or over par value): the difference paid in
nominal value,

c. Paid in the capital: the total amount paid by shareholders to be exchanged for
ordinary or preferred shares.

d. Retained earnings: earnings that are not distributed to shareholders, but to be
reinvested in the company.

e. Book value: shows net assets owned by shareholders owning one share.
Market value: the price determined by the market at a particular time.
Intrinsic value or fundamental value: the actual value of a stock.

The concept of corporate social responsibility, known as stakeholder theory, is a
collection of policies and practices relating to stakeholders, values, compliance with legal
requirements, community and environmental awards, and the commitment of the business to
contribute. Stakeholder theory starts with the assumption that values are explicitly and
undeniably part of business activities. Stakeholder theory says that companies are not entities
that only operate for their interests only but must also provide benefits to their stakeholders.
Thus, the existence of a company is strongly influenced by the support given by stakeholders
o the company [8].

Stakeholder theory suggests that the welfare created by companies is not limited only to
the interests of shareholders, but also the interests of stakeholders, all parties who have a
Telationship or claim against the company [9]. Stakeholders can control or have the ability to
Influence the use of economic resources used by the company. Therefore, stakeholder power
18 determined by the size of the power possessed by stakeholders over the resources. The
:::flfr ‘;:an be in the form of the ability to limit l_h_c use of limited econon.lic resources (Ic.apital
inﬂucdn or), access to influential media, .thc ability lo regulate companies, or the ability to
Slakch:fz consumption of goods and services pm(lluccd by the company [10]. Therefore, when
Wil reg l?rs control economic resources that lare important to the company, then the company

4 ICLIn ways that satisfy stakeholder desires [.l 1]; o
" invzs[iham [12] mentioned that a signal is an action mk'en by a company to give :.nstructions
. ors a_bout how management views the c-ompzmy-S prospects. Implementation of CSR

Considered a signal in the form of information about what has been done by

|
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management to realize the wishes of the owner. Rokhlinasari [13] stated that a report on Cgy
activities aims to provide information as a signal to stakeholders that the company has carrigg
out social responsibility and care for the environment.

According to Keown et al. [1], the value of a company is the market value of the deby
securitics and corporate equity in circulation. Firm value is an investor's perception of ,
company that is always associated with stock prices. High stock prices increase the value of
the firm also. The high firm value will be followed by high shareholder prosperity.

Several factors affect the value of the firm, namely: funding decisions, dividend policies,
investment decisions, capital structure, company growth, and company size. Some of these
factors have a relationship and influence on the firm value that is not consistent [14].

Firm value can be measured by several proxies, such as price-earnings ratio (PER),
market-to-book ratio, Tobin's Q, price flow ratio, and market-to-sales ratio. The measurement
of firm value in this study uses Tobin's Q. If Tobin’s Q is above one, this shows that the
investment in assets generates profits that provide a higher value than investment expenditure.
This will stimulate new investment. If Tobin’s Q is below one, investing in assets is not
attractive [15].

Brigham [12] Profitability is the result of a series of policies and decisions made by a
company. It also stated that profitability can be used as an indicator in evaluating company
performance, but it is also an element in creating firm value in the future so that profitability
becomes an important consideration for investors in their investment decisions. Weston and
Copeland [16] and Horne [17] stated that profitability can be measured by the proxy of ROE
(Return on Equity). The ratio is an important measure or indicator for shareholder value
creation, meaning that the higher the ROE ratio, the higher value of the firm. This is certainly
an attraction for investors to invest their capital in the company.

According to [18], the effect of profitability measured using ROE does not affect firm
value. This is because the company maintains profits rather than distributes them, thereby
affecting the stock price and value of the firm. According to [19], profit has a varied effect on
the value of the firm if it is measured by Tobin's Q. Sucuahi and Cambarihan [15] proved that
the company’s profitability can increase the value of the firm as measured by Tobin's Q.

Hypothesis 1: Profitability Has a Positive Effect on Value of the Firm
in the Company

Sundiata [20] explained that company size is a total reflection of the assets owned by ?
company. Large-scale companies tend to attract investors because they will affect the
company’s value later, so it is stated that the size of a company directly affects the value ©
the firm.

The large size of a company reflects that the company is experiencing good growth and
thereby increasing the value of a company. Increasing firm value can be indicated by the tot?
assets of the company that has increased and is greater than the amount of company debt.

Research by [21] proved that when the company's profitability increases, the return
sharcholders will also increase in the form of increasing share prices and divideu;d distﬁbu[ioﬂ
l22]_- Asyik [23]examined that if a company has larger assets, the company will be mor¢
flexible in utilizing assets for corporate purposes. With the f'lexibility of managf:mﬂ“ i
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Jnaging, assets will increase the value of the firm. Chung et al. [24] proved that CSR and
rgompany Size affect the value of the firm.

Hypothesis 2: Firm Size Has a Positive Effect on Firm Value

Corporate Social Responsibility is a part of communicating the social and environmental
impacts of the organization’s economic activities on specific groups of interest as well as on
society as a whole. CSR is an ongoing commitment by the company to act ethically and
contribute to the economic development of the local community or society at large, along
with improving the living standards of its workers and their entire families by paying
attention to the social environment of their operations and interactions with stakeholders,
which exceeds organizational responsibility in the legal field. Corporate Social Responsibility
is also a social investment for the company to the community to help improve or renew the
company’s internal resources and capabilities. From the external side of the company,
investment in corporate social responsibility will enhance the company’s reputation. There
are three principles of social responsibility, namely (1) Sustainability, which is related to how
companies in carrying out their activities take into account the sustainability of resources in
the future. Sustainability shows partisanship and efforts in how society utilizes resources as to
keep them available for future generations, (2) Accountability, which is the company’s efforts
to be open and responsible for the activities that have been carried out, and (3) Transparency,
which is an important principle for external parties. These principles play a significant role in
reducing information asymmetry, misunderstanding, especially information and
accountability for various environmental impacts.

Dogan et al. [25] stated that profitability has a significant positive effect on CSR
disclosure. This is related to agency theory with the premise that greater profits will make
Companies express corporate social responsibility more intensively. With large profits,
Companies tend to carry out corporate social responsibility and intensely disclose information
on the implementation of responsibility both in economic, social, and environmental aspects
o the public. Besides, with high profitability, the company can finance CSR, such as
Providing education and health assistance to the surrounding community. Bardic et al. [26]
Tevealed that caring for the community (society) requires management to make the company
PTOﬁ1ab]e_ =

‘ Stated that based on the theory of legitimacy, one of the arguments in the relationship
00:;;? I:I)roﬁtabl_hly and the level of disclosure of social respons_lblllly. 1s that when a
fEhan lﬁ_ 1?:5 a high Ie\jcl of proﬁ?, lh’e company management COHSIdf:‘l‘S it unnecessary to

onversellngs that can interfere with -11.1f01.-|11auon about the company's ﬁll{lll-CIﬂl success.
W o ¥ When the level of profitability is Iow., they |10pel that report users ?wll read good
COrporate CO"_‘Pany perﬁfnr!jancc', for example ln_lh.c social sphere when lex'esloTs read
invm int ;ocnal responsibility dls.closurc reports, it 1s expeclt?d that they Wl'l“ conlfnue Eo
With gy di: company. Moreover, ll' can be sm.tc'd‘that profitability has a negative relationship
closure of corporate social responsibility.
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Hypothesis 3: Profitability has a positive effect on CSR in Construction
Companies Listed on the Indonesia Stock Exchange

Stated that the effect of company size on CSR disclosure is reflected in the theory o
legitimacy which explains that companies need to adapt to the environment in which
company is located, so the company needs to do more activities that have a greater positjye
impact on society. Large companies tend to maintain their company’s image, so getting
exposure to CSR activities carried out will be far easier. Researches by [27] and [2)
concluded that company size variables have a positive influence on the disclosure of

corporate social responsibility.

Hypothesis 4: Company Size Has a Positive Effect on CSR

Research by [28] stated that consumers and investors emphasize the importance of
implementing CSR. Motivating many companies to be involved in implementing CSR can
reduce conflicts between companies and stakeholders. This will trigger an increase in profits,
financial performance, and firm value. High GCG and CSR implementation will increase

investor confidence and have an impact on the company's long-term performance.

Bardic et al. [26] concluded that the relationship between CSR and corporate value shows
a positive and significant relationship, but CSR has a negative relationship with profitability.
It also concluded that CSR has a positive effect on firm value in an uncompetitive market
This is due to companies using CSR as an effort to reduce costs that can arise due to
environmental damage where the company is located. It is also used to increase value in the
eyes of the public, the company's image and reputation. CSR has a positive relationship with

ROE, Profit Margin, and work productivity of the company.

Hypothesis 5: Corporate Social Responsibility Has a Positive Effect on
Firm Value

Profitability is a factor that gives freedom and flexibility to management to be able 10
disclose social responsibility to shareholders. So it is stated that the higher the level of
corporate profitability, the greater the disclosure of social information. CSR information tha"
is revealed more transparent by will provide a positive value from the investor's side. Th®
information can describe a good business prospect in the future so that it will be captured bY
investors as a positive signal which has an impact on increasing share prices and the value?
the firm [29].

This is consistent with research by that the role of CSR can mediate the en‘f’:'_or
profitability on firn value with the most reported social responsibility disclosure theme be‘“_g
the employees or human resources. This is similar to what companies do in America, the V™

and Australia.
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||\-pullu-.ﬂis 0: (-'u!'|.mrulv Social Responsibility Moderates the Relationship
petween Profitability and Corporate Value

larpe companies tend 1o do more activities that have a direet impact on the environment
i which the company is located, The company will maintain the company's image to gain the
st of shareholders and stakeholders, The disclosure of CSR can help companics show a
positive image of the company to the environment, Theoretically, large companies will not be
free {TOm Pressure, so that corporate social responsibility becomes more extensive. By doing
(SR, the company can reduce potential costs that can arise in the future,

Rescarch by Asyik [23] examined tax aggressiveness, company size, and foreign
ownership of CSR-disclosures. “This rescarch stated that large companies can have a great
influence on the surrounding environment, which causes companices to pay more attention to
(SR disclosures and social programs that are carried out. By running CSR the company can
increase profitability, where the sustainability of the company is guaranteed.

Hypothesis 7: Corporate Social Responsibility moderates the relationship
between Company Size and Firm Value in Construction Companies Listed
on the Indonesia Stock Exchange

This study is to determine the magnitude of the influence caused by the effect of
Profitabdity and Company Size with Disclosure of Corporate Social Responsibility as a
Mediating Variable on Firm value in Construction Companies and Supporters Listed on the
Indonesia Stock Exchange in 2014 - 2016. The dependent variable is the variable influenced
by other variables, which is the Firm value (FV). The independent variable is the variable that
influences other variables, namely Profitability (PR), Company Size (SIZE), and Corporate
Social Responsibility Disclosure (CSR). The variables in this study can be formulated
through a framework of thought (Figure 1).

—_—

METHODS

~ Subjects and objects are construction companies listed on the Indonesia Stock Exchange
in 2014-2016. The object consists of exogenous variables, profitability and company size, and
endogenous variables, namely Corporate Social Responsibility and Firm Value. Firm value
also functions as an intervening variable. This research is descriptive quantitative using
causal model. The data used are secondary data and panel data,

Data were obtained from the company’s annual report and financial statements in the
Peniod 2014-2016. The determination of data samples used a purposive sampling method. The
“Pplicable sample criteria are:

S, Construction companies and their supporters were listed on the Indonesia Stock
EKCI]Illlgc from December 31, 2014, until December 31, 2016.

Provide complete audiked financial statements from 2014-2016 financial statements
in Rupiah,

0.
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Based on these eriteria, the rescarch object obtained amounted to 68 companics selegt d

as samples from a total of 99 construction companics listed on the Indonesia Stock Exchap
5 e
(Fguare 1), g

Pr

Si

Figure 1. Theoretical framework.

Definition of Variable Operations

7. Firm value
The value of the firm in this study was measured using the formula of Tobin's Q.
Market value of equety+debt 1
Total Assets (1)

Tobin's =
8. Profitability

Profitability is the company’s ability to generate profits. This study is used a
Retained on Eamings (ROE) proxy with the formula:

ROE = Net Prurft
Total equity

9. Company Size
Company size is measured using the natural log of total assets [20].
10. Corporate Social Responsibility

2)

Based on the GRI (Global Reporting Index) CSR standard consists of 6 disclosures, they
are:

Table 2. Corporate social responsibllity disclosure items

__-__—_._’_’_,..-"‘

INDICATORS OF ECONOMIC PERFORMANCE
EC] Acquisition and distribution of direet economic value which includes income, upcmlimml cosls, employes

compensation, donations, and other community investments, retained camings, and payments fundens ¢
the povermment

EC2 lj'mmu.'ml imphcations and other risks due to climate change and opportunities tor organizutional activiie
EC3 Coverape of rganizational obligations for defined benelit programs. Bl
EC 4 Significant financial assistance received from the government 1
o - - i - 1 b H iy ing
ECS ange of the ratio of standard minimum wage compared 1o the local minimum wage in the main operating
arca
- 3 -y —— S : . "
EC6 110“";"- practices, and proportion of expenditure for local suppliers in the main operting ared. 1
ECT Procedure lor n:uul_hng Iucall employees and the proportion of senior management recruited Jocally am
employed in the mam operational area
i i P H are s . i ; “1'
EC8 Development and impact of infrastructure investment and servicos provided to the public cﬂﬂ““"’cmu"'

kind, or pro borno.
5wy Understanding and explaining significant indirect economic impacts, including the "W

- »»




TORS OF ENVIRONMENT

INDICA

_——-'—'-__—_ ¥

percentage ol Reeveled Matenal e
———'-_—_——_ ¥

Divect Foerey Use from Prmany Fneipy Resonrees

e T "
Indirect Eneney Consumption based on Primary Sources
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Material Use Detailed by weipht or vislyme

— L__ —_—r b e e e e

- munpa through Conseevition and Inereased Eileiene
gNS | B T — ased Elficiency,
— | Imuatives l”. abtann enerey-ctlicient or renewyhle energy-based products and services, and the reduction of
ENG enerey requirements as a result ol these initintives, o ) '
ﬁ‘_@h 10 r.nhlrc mdirect enerpy consumption and reductions achicved
"f"{{_—— Total water withdrawal per souree,
F'\" Waler sources that have a significant efleet due 1o taking water
N0 Percentage and total volume ol reeveled water reuse,
eIl l.ncalmll‘- -13(1 :?"IJ’-'[-':'[‘“"_“] ”““E l"‘ ‘_““ ned. Jeased, managed by a reporting organization that s located within
it or th:ll‘l-- -l_ i1C L;‘-‘ '-‘ "_ [““’I_L"lltl area or areas Flml !mw high hiodiveraty value outside the protected zrea
— A Llcg npuion uf the .*-l}.nlllu.-i‘nl TIPACIS resulling [rom the dcuvities, products, and services of the reporting
M2 | arganization on biodiversity in protected areas and arcas of high-value biodiversity outside protected areas
ENI3 | Habitat Protection and Restoration
ENI4 | Fuwre strategies, actions, and plans for managing impacts on hindiversity.
ENIS Tol_nl species bascq on 1h<.: level pl’cxtn:mlmp risk included in the [UCN Red List Species and included in the
' | national conservation register with habitats in arcas afTected by operations.
ENI6 | Total direct and indirect greenhouse pas emissions in detail based on weight.
EN1T | Other indireet greenhouse gas emissions by weight.
ENIS | Initiatives to reduce greenhouse pas emissions and their achicvements.
ENI9 | Emissions of chemicals that damage the ozone layer (0zone-depleting substances) in detail by weight. |
EN20 | Othersignificant air emissions that are detailed by type and weight. |
FN2L | Amount of water discharged according to quality and purpose. |
EN22 | Amount of weight of waste according to type and method of disposal. |
EN23 | Significant number and volume of spills. |
— Weight of waste transported, imported, exported, or treated that is considered dangerous xco@ing to_lhc
Annexes 1o the Basel 1, 11, 111, and VIl Conventions, and the percentage of waste transported intermatiomally.
EN2S Identity size, protection status and value Bio.div?rsily nfwalc.r hodies and related habitats that are
significantly affected by the reparting organization’s water disposal and runofT.
EN26 | Initiatives to reduce the environmental impact of products and services to the extent of the reduction impact
EN27 | Percentage of products sold and packaging materials that are drawn according 1o category.
ENIS Monetary Value of Significant fines and total monetary sanctions for violations of environmental laws and
o regulations,
g9 | Significant environmental impacts due to the removal of products and other goods and materials used for
| | company operations, and labor migrants.
__?_E'Jﬂ Total expenditure on environmental prolection and investment by type.
| INDICATORS OF LABOR PERFORMANCE:
LAl Total lubor force by type of work, employment contract, and the region.
._E‘_‘_\_?____ Number and level of employee turnover by age group, gender, and the region.
a3 | Benefits provided to full-time employees (full time) that are not provided o lempomry cmployees (pan-
time) according to their main activities.
LA4 Percentage of employees protected by the collective bargaining agreement.
LAs | Minimum notice period for changes in important activilies, including whether they are explained i the
— | _collective agreement.
LAG Pereentape of the workloree officially represented on the Health and Safety commilter between management
— | and workers who help monitor and advise on occupational safety and health L et :
LA7 | Rates of physical accidents and illness due 1o occupation, days lost and ahsenteetsm, and the number of
1 deaths due 10 work by region _
LAg Fducational programs, training, counseling/guidance, prevention, local nisk control o help employees,
LAY —?;ﬂrllllﬂl:luhu_ls and conmunity nwmh_cn... f.L‘Fiil.'l"llll‘g wﬂ“-ur :LTWL;::::“ discases
calth and sufely issues meluded ollicti] agreements with e un
‘L‘A]—q-—--ﬁliﬂd_““_“n of training per year per employee by employee vategory BIOUP. " work and assi
LAl) Programs for managing skills and lilelong learning thal support continuity of employees” work and assist
them in munaping their carcer endings.

Pereentage of cmployces who receive regular perfonmance rEVIEWs and career development.
3 receive repiiey
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Table 2. (Continued)

INDICATORS OF LAHOR PERFORMANCE: T
Conposition ol e poverning by anthonty and employee details for ench calegory/ proup according 1y,

kaeid premder g proup, minonity pronpomembenship, and other diversity indicators,

LAl Campanson satio ol e i “Illall\' ol men i women aceording to groups/ citegorics of LII‘I[‘Ilr:yu—-,___""""‘*

INDICATORS OF HUMAN RIGUTS PERFORNMANCIE INDICATORS: =
1 FI—

IPerventige il number of -.||-|||I|¢ i WL nvestinent aprecments that contain human rights clauses or haye

1R
) e sewening iltrtion processes related 1o hamin riphis aspects,
I'erventape of sipnihiciant \lI]l|1lIl s nd contretors who have undergone screening/ [iltration process on

K2
L | Do npheaspects
Amount ol taanimg tme tor employees in teoms of palicies and procedures related to aspects of human rights |

1HRY
elevant o mLumm!unml petivities, inehuding the pereentage ol employees who have undergone lmining,
o |

R4 |u|.|.l vises ol diser nnination that occurred and actions taken/ carried oul
RS “dentilied assoctation and mssembly activities cun pose significant risks and actions taken lo support these |
| nights

HRG Activities dentiticd that have a significant risk of child labor cases oceurring, and steps are taken to suppon
cllons to eliminie child labor.

me Activities ientified that have significant risks that can lead to cases of forced or compulsory labor, and steps
that have been taken to suppoit efTonts to eliminate loreed or compulsory labor.

RS Perventage of seennty puand personnel trined in organizational policies and procedures related to human
vight aspects that are relevant o the vrganization’s activities.

HRY e namber of cases af vialations related 1o indipenous rights and steps is taken.

INDICATORS OF SOCIAL PERFORMANCE:
Nature, scope, and eflectivencss of eaely progm and practice have undertaken (o assess and manage the

ipact ol operations on society, both at the lime ol starting, at the time ol apenttion and at the time ol

S0l
ety

s02 Percentape and number of business units al risk ol corruption.

sS0O) Percentaye ol cmployees tmined in anti-corruption policies and procedures.,

S04 Actions e Liken m dealing witl incidents ol corruption,

808 Ihe posttion of public policy and participation in the process ol lobbying and making public policy.

SO6 Value of Tinanetal and in-kind contributions to political parties, politicians, and related institutions based on
the conmtry inowhich the compiny operiles.

SO7 Ihe number of lepal actions against violations of anti-competitive, antitrust, and monopolistic practices and
sandtions -

SOX I he monctary \;llpu- of significant fines and the amount of non-monetary sanctions for violations ol laws and
repulanons committed.

INDICATORS OF PRODUCT PERFORMANCE:
The life eyele stage in which the impact of health and safety-related products and services
ol impontant product and service eategorics that must 1ullm~_lhigll};£‘-l‘l'}-»

< is ussessed for

PRI .
improvement, and the percentage
PR2 Towl m|u-c.mn|1li.-n!u_c with regulations and ethics regarding the health and safety impact of one product and
service during the life eycle,
PR3 Kind of product and service information required by the procedure and significant percentage of products
and services associated with the required information. B
PRY Total non-complinnee with regulations and voluntary codes reganding product and service information and
labeling per product. R i
PRS Practices related o customer satisfaction including survey results thut measure customer stisfaction. __—1
I’R6 Progrums for compliance with laws, stundards, and those related o marketing communications. ___—"

Total non-g nmplunu ¢ with repalictions and voluntary codes regarding marketing communications

»

PR fadvertisig, promotion, wnd sponsorship). QT

I’RS Total complamts bused on violutions of the customer's privacy and loss of customer data. e S|
Monetary value of non-compliance fines for laws and regulations reganding the procurement and use ol

Y .
PR products and services,

Sowee: www, globalicporting.org.
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Disclosure index measurement used wan recommended by Statement of Vinancial
r,“;Cnunling Grandards and Decree ol Capital Market and Financial Institution Supervisory

Agency No.

ch-{]h/I'Mz‘ZUIJ{J which stated that disclosure index scores are as follows:

The score for each disclosure is dichotomous, Disclosed items are given a value of 1
and not disclosed ones are given a value of 0,

b. Scores obtained by cach company are added to get a total score,

Measurement of cach company's disclosure index is done by dividing the total score
of each company by the expected total score,

The CSRDI calculation formula is as follows:

TCSRDIi = £2- 3)
TCSRDIj = Area Index of corporate social and environmental responsibility disclosure
¥ Xi = number of items disclosed by the company,

1 = if an item is disclosed, 0: if an item is not disclosed.

Y = Expected item disclosed

ni = number of items for this company 79

Panel Data Regression

model is selected, the data is donc with

ed was pancl data regression analysis. Afier the regression

The regression analysis us
Two-Stage Least Square (2-SLS). The rescarch

method with multiple regression cquations can be formulated as follows:

(i) CSR=u+ By PR+ P2 Size + e (4)
(i) FV =+ Ps PR + Pa Size + fs CSR £ (5)
where
a Constants
p1 5 Regression coefficient

h

I’B Profitability
5‘13’1-‘ Company Size
CSR SR Disclosure
Fv Firm Value

€ Error term

Hypothesis testing of the multiple regression cocfficients includes the statistical

Ypothesis test, the model test, and the coel ficient of determination.
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Statistical Analysis

The classical assumption test result proved that the research cquation j, free
Multicollinearity and Heteroscedasticity problems. So, it can be concluded 11y the Py,
meets the classical assumption requirements, The result of the selection analyyiy ':;mlr.l
regression model through Chow and Hausman test, the Fixed Effect regressio M| -Ih
chosen. The results of statistical analysis are as follows: ¥

L

4

Equation Model 1:
CSR = 0.614613 — 0.010059PR + 0.015410) Size
tstat  -1.057 4.173R***
R Square = 0.9791

Equation Model 2:
FV=6,379987 + 0,189369PR — (,541461Size - 0.350113CSK

tStat 0351  -2.45%*-0.79
R Square = 0.8139

In the equation 1 model, the statistical test results are obtained. The test results prove thy
Profitability has no effect on CSR, and Company Size has a significant positive effect o
CSR. The statistical test result of the Equation 2 modcl proved that profitability and CS?
have no effect on firm value, and firm size has a significant negative effect on firm value.

Other findings from the statistical test result proved that CSR is open and serves a5 o
intervening variable relationship between profitability and firm value, because profitabilin
does not affect CSR, and CSR does not affect firm value. Furthermore, the position of CSR s
not as an intervening variable relationship between Company Size and Firm values becaus
CSR does not affect Firm value. For the test model, the two model equations are considered
to be fit, because the value of F is smaller than 1%.

DISCUSSION

The Effect of Profitability on Firm Value

In t.to'nstruclion companies, the value of the firm is not influenced by pmﬁmbilit)'- T
profitability o'f' a !argc company will not necessarily increase the value of the firm becaus
company retains its profits rather than sharing them, thus affecting the value of the fin®

Effect of Company Size on Firm Value

1 “ 2 . . "’ir

_C;’:’:Pa"“’s that have h;]gh company size tend to attract potential investors 10 invest l:nd
capital in the company so thai | ' s ik Sh i o Gales

y 11t can increase the value of the firm. The increase in 52 (he¢

Total Assets that are owned wi S , 15 f0
bl Frmatins will make the company more flexible in managing 255¢%

P e e ——— A
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The Effect of Profitability on Corporate Social Responsibility Disclosure

Based on the theory of- legitimacy where there is a relationship between profitability and
ihe level of Corporate Social Responsibility disclosure when a company has a high level of
rofit. the company (management) considers it unnecessary to report things that can interfere
with information about the company’s financial success. Conversely, when profitability levels

are low, they expect that report users will read good news on company performance, for

example 10 the social sphere when investors read the company's Corporate Social
Responsibility disclosure report, it is expected that they will continue to invest in the
company-

The Effect of Company Size on Corporate Social Responsibility Disclosure

Based on the theory of legitimacy which explains that companies need to adapt to the
environment in which the company is located, so companies need to do more activities that
have a greater positive impact on society. Large companies tend to be able to maintain the
company’s image, so exposing their CSR activities will be far easier. With the ease of
information provided by the company, the trust of shareholders and stakeholders to the

company will increase.

Effect of Corporate Social Responsibility Disclosure on Firm Value

The relationship between the application of CSR and firm value is neutral or does not
have a significant relationship. In developing countries like Indonesia, no significant effect is
found between CSR and financial performance. This can be seen from the response of
customers who consider price more than the environmental awareness of a product-producing
tompany. This is because investors are only oriented to short-term profits, while CSR is
onented more to long-term performance.
~ Disclosure of Corporate Social Responsibility can mediate the relationship between the
nfluence of Profitability and Firm value. This is because companies tend to retain existing
Profits, and do not spend large funds for CSR activities and investors are only interested in
Shun_'le”“ profits while CSR is more oriented towards the company's long-term goals. This is
Consistent with research (29]. which stated that disclosure of Corporate Social Responsibility
o E?dia‘c the effect of profitability on firm value and is contrary to this research.
inﬂuc;scc}osur? of Corp-{)ralc chiul Rcsp?flslblhty can lll'ci'.llllll..: 'll‘u.: Tt.t]u.lll;l.lﬁll}p ul. lhc
e Ldof Company Size and Firm vu!uc. I'he theory ul. lcglumm..\.c..\!)lam:s l.l:l‘l companies
More ac:‘_ fipl lo the environment in \\jh.lch .llu: company 'IS located, ‘bl:'l.l.ut‘l\lkll“t:‘a .:?ceﬁl to do
" maim.nymes that have a greater positive impact on sut:l‘c‘ty. “‘?“f f\gr. mmp‘umu will tctnd

Alnthe s0 10 gel exposure 10 CSR activities that have been carried

company’s image,
¢ more long-term impacts while investors are

Oul w. e

More %“ be much easier, bul CSR activities hav
1 :
hlerested in profits or short-term profits.
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('ONCLUSION

theory bullt, nnd the reswlt of the analysis, the regy
y [ s 1 - lﬁ

ol T sty cone e neverad thing, L company size influences CSR and firm value, They
e

b another relationsdip between varlinbles provimg that i s no influencing relationship, CSR
snttonahip varinble between profitability and firm s
C

e o the researeh problem, the

does ot play el mean tervening e
ol valoe,
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