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Abstract: This research is purposed to determine the influence of CSR disclosure on stock price of banking
and mining companies that listed at Indonesia Stock Exchange (IDX). There are two models of this research,
the first model without control variable BETA and PBV. And the second model included control variable BETA
and PBV. BETA is proxy of risk and PBV is proxy of growth.This research was conducted on 30 mining and
banking companies that listed in Indonesia Stock Exchange (IDX) for the period 2006-2007. The methodology
research in this research is purposive sampling. Data analysis methods used Pearson for validity test. P-P Plot
for normality test, Variance Inflation Factory (VIF) for muticollinearity test, LM-test for autocorrelation, and
Glejser for heterrocedacity test. T-test and F-test was used to test hypothesis. The result of this research is in
the first model (without control variable BETA and PBV), CSRI disclosure, Unexpected Return (UE), interaction
between CSRI & UE which is not influenced by CAR of mining and banking companies that listed at IDX. The
second model (included control variable BETA and PBV) indicated that CSRI disclosure, Unexpected Return
(UE), interaction between CSRI & UE, Price to Book Value (PBV), BETA, interaction BETA & PBV which is not
influenced by CAR of banking and mining companies that listed at IDX.
Keywords: corporate social responsibility disclosure, earning respond coefficient (ERC), price to book
value (PBV).

Introduction

Various researches indicate that the number of companies conducting disclosure or implementation of
corporate social responsibility (CSR) is getting increased. A lot of companies are getting aware of the
importance of application of corporate social responsibility (CSR) as part and strategy of business. Global
survey for the Economist Global Intelligence unit indicates that 85% of senior executives and investors from
various organizations have made corporate social responsibility (CSR) as main consideration in making
decision. Although corporate social responsibility is still compulsory in character, but it can be said that almost
all companies as available in Indonesia Stock Exchange have disclosed corporate social responsibility (CSR)
in their annual report in various contents as it is forwarded by Sayekti (2006). The company is getting more
conscious that the company survival also depends on company relationship with its community and environment
where the company is operating. This matter is in line with legitimacy theory which states that company has
contract with the community for conducting its activities based on the values of justice, and how the company
is responding to various groups of interest for legitimizing the company action Tilt (1994). In Indonesia, CSR is
stated in Law of Limited Liability Company No. 40 of 2007. In the Article under title the Competitive Advantage
of Corporate Philanthropy as contained in Harvard Business Review of 2003, Michael E. Porter and Mark R
Kramer said, so far the objective of economy and social tends to be seen from the viewpoint which is different
and contradictory to each other. The company cannot be separated from the surrounding environment because
basically the company really defends on the location where it is operating. The opinion of Milton Friedman
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which said that the main objective of corporation was to merely acquire profit was getting left out. In reverse,
the concept of triple bottom lines (profit, planet, and people) which become the idea of John Elkington is getting
into mainstream of business ethics. Profit is believed as main information as presented in financial report of
Lev Company (1989). The question is how far the advantage of profit and loss of the user of financial report
has become important matter, both for the researcher, practitioners and also authorities of policy makers. A lot
of models of equity earnings which are possibly influenced by assumption of calculation and also manipulated
possibilities as conducted by company management, so that it is required other information beside profit for
predicting the return of company share. It is found some matters which have caused marketresponses which are
varied against profit, namely it is persistency of profit, beta, company capital structure, profit quality, growth
opportunities, and informativeness of price (Scott, 2000). The value of earning response coefficient (ERC) is
predicted higher if the company profit is more persistent in future. Likewise, if the quality of profit is getting
better, then it is predicted the value of earning response coefficient (ERC) will be getting higher. Beta reflects
systematic risk. Investor will evaluate current profit for predicting profit and return in future. If such future
return is getting more risks, then the reaction of investor against unexpected earnings of company is getting
lower. In other words, if Beta is getting higher, then ERC will be getting lower (Scott, 2000). The company capital
structure also has influence against Earning Response Coefficient (ERC). Profit increase (before interest) for
company of high levered has ERC which is lower as compared to the company of low levered (Scott, 2000).
The company having growth opportunities is expected to provide high profitability in future, and it is expected
more persistent profit. As such, ERC will be higher for company which has growth opportunities Scott (2000).
It is found several factors which influence the company share price in the stock exchange, indication from the
market response against company share is indicated with the presence of Earning Response Coefficient (ERC)
which measuring is made by proxy with CAR. Other factor also influences the market response against profit
is informativeness of that market price itself. The higher informativeness of share price, then the content of
information from profit is getting reduced. Therefore, ERC will be getting lower if the inromativeness of share
price is increasing or if the size of company is increasing, Scott (2000). Based on the above description, the
hypothesis as submitted in this research is as described below.

Model 1 (without Control Variable)

Ha1: UE and CSRI has an significant influence on CAR without control variable (BETA and
value (PBV) ratio

price-to-book-

Ha2: UE (unexpected earning) has an significant influence on CAR without control variable (BETA and price-to
book-value (PBV) ratio
Ha3: CSRI (corporate social responsibility index) has an significant influence on CAR without control variable
(BETA and price-to-book-value (PBV) ratio.

Model 2 used Control Variable (BETA and PBV)

Ha4: UE and CSRI has an significant influence on CAR by including control variable (BETA and price-to-bookvalue (PBV) ratio
Ha5: UE (unexpected earning) has an significant influence on CAR by including control variable (BETA and
price-to-book-value (PBV) ratio

Ha6: CSRI (corporate social responsibility index) has an significant influence on CAR by including control
variable (BETA and price-to-book-value (PBV) ratio.
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Methodology
Dependent Variable: Cumulative Abnormal Return (CAR)
Dependent variable in this research is Cumulative Abnormal Return (CAR) which is calculated daily for the
period of 15 months, namely from January 1, 2006 up to March 31, 2007. The measuring of abnormal return in
this research is using market adjusted model which assumes that the measuring of expected return of the best
measuring of company share expected return is market index return like the one as disclosed by Pincus (1993).
Following is the formula for calculating abnormal return:

Where:

ARit: Abnormal Return for company I on day-t.
Rit: Daily return on company I on day-t.
Rm: Return of market index on day-t.

Pit: Share price of company I on time t-1.

IHSGt: Combined Share Price Index on time t-t.

IHSGt-1: Combined Share Price Index on time t-1.

Independent Variable

Independent variable in this research is implementation of CSR as reflected in the disclosure of CSR information
in company annual report or CSR disclosure index (CSRI). then the measuring of CSRI variable is using content
analysis that measures variety of CSRI. Content analyst is one of the methods of CSR measuring which have been
used a lot in the previous researches. The measuring instrument of CSRI which will be used in this research
refers to instrument as used by Sembiring (2005) which has grouped CSR information into 7 (seven) categories:
environment, energy, manpower, product, community involvement, and public. Total item of CSR is ranging
between 63 up to 78, defending on the type of industry/company.

Control Variable

Even though it is found some variables which are predicted for being able to influence the response against
profit, but this research only use 2 control variables, namely BETA which constitutes the proxy of risk and price
to book value (PBV) which constitutes the proxy of growth opportunities. BETA is predicted for having negative
influence against ERC, whereas PBV is predicted to have positive influence against ERC. Scott (2000).

Determining Research Sample

Determining member of sample in this research shall use justified purposive sampling which mean member of
sample is determined based on certain criteria. The sample criteria in this research are:
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•
•
•

Member of sample in this research is listed public company which is included in the group of LQ45 index of
year 2006/2007, as contained in the list of LQ45 public companies based on the decision of capital market
authorities/Bapepam.
Member of sample has never been delisting from Indonesia Stock Exchange (BEI), in the period of two
years consecutively.

Member of sample shall issue annual report which is audited by public accountant office and preparing
disclosure on the implementation of corporate social responsibility (CSR).

Research Model

Model 1 (Without Control Variable)
CAR = b0 + b1UE, b2CSRI + b3UE*CSRI + ɛ

Model 2 (With Control Variable)

CAR = B0 + b1UE + b2CSRI + b3BETA + b4PBV + b5UE*CSRI + b6UE*BETA + b7UE*PBV + ɛ

Remarks

CAR: Daily Cumulative Abnormal Return of company for 15 months starting from January 1, 2006.

UE: Unexpected earnings of company which is calculated by using the assumption of random walk (profit before
extraordinary post of year 2006 deducted with profit before extraordinary post of year 2005), and implemented
with company profit in the initial period.
CSRI: Corporate social disclosure index (measuring the type of CSR as disclosed by the company in its annual
report).
BETA: Corrected BETA as obtained from ICMD database and PRPM which constitutes proxy of risk.
PBV: Price to book value ratio which constitutes proxy of company growth.
UE*CSRI: Interaction of UE and CSRI variables.

UE*BETA: Interaction of UE and BETA variables.
UE*PBV: Interaction of UE and PBV variables.
ɛ: error term

If the level of CSR information disclosure is influencing informativeness from earnings, or if CSR information
is influencing ERC, then it is predicted interaction coefficient between variable of unexpected return (UE) and
CSRI (b3 in model 1 and b5 in model II) from Model I will be significant and having negative signed; Whereas
for seeing the influence of control variables (BETA and PBV) against ERC, then it is seen consecutively the
significance and direction of coefficient b6 and b7 in Model II

Result and Discussion
Hypothesis Testing

Determination Coefficient (R2 Testing and Adjusted R2)
Table1. Result of R2 Test and Adjusted R2
Model
1.
2.

R2
0,068
0,167
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Based on the result of regression test above it is known that regression Model 1 is found R2 value amounting
to 0.08, which means variation in the variables of UE, CSRI, and UE*CSRI can explain variables in CAR variable
amounting to 6.8% whereas the remaining can be explained by other factors which are not taken part in the
research. In regression Model 2 it is acquired R2 value amounting to 0.167, which means the variants in variables
UE, CSRI, BETA, PBV, UE*CSRI, UE*BETA, and UE*PBV may explain the variation in variable CAR amounting to
16.7% (0.167*100%) whereas the remaining can be explained by other factors which are not taken part in the
model.

F Test (Simultaneous Testing)

This testing is applied for testing whether collectively the whole independent variables have significant impact
against dependent variable.
Table2. Result of F Test (Simultaneous Test)
Model

F

Sig.

1.
2.

0,627
0,631

0,604
0,726

Hypothesis Testing (F Test) – Model 1

Hypothesis (Ha1) is stated that “UE and CSRI has an significant influence on CAR without control variable
(BETA correction and ratio of price-to-book-value PBV ratio)”. Based on the result of F-Test Model 1 above, it
is known that the value of significant value amounting to 0.604 is more than 0.05, then Hο is accepted which
means UE, CSRI and UE*CSRI collectively do not influence against CAR.

Hypothesis Testing (F Test) – Model 2

Hypothesis (Ha4) is stated that “UE and CSRI has an significant influence on CAR by including control variable
(BETA correction and ratio of price-to-book-value PBV ratio)”. Based on the result of F-Test Model 2 above as
mentioned in Table 2, it is known that the significant value amounting to 0.726 is more than 0.05, then Hο is
accepted which means UE, CSRI, BETA, PBV,UE*CSRI, UE*BETA and UE*PBV collectively do not influence against
CAR.

t-Test (Partial Testing)

Partial testing (t-Test) is applied for testing whether individually independent variable has significant impact
against dependent variable
Table3. Result of Test Model I
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Model of Regression 1
CAR= -0.467 + 3.266 UE + 0.150 CSRI – 0.122 UE*CSRI + έ
Based on the result of t-Test on Table 3 above it is found that the constant variable has negative coefficient
amounting to -0.467 which means if other variable is deemed constant, then CAR is undergoing decrease
amounting to -0.467. Such constant influence is not significant because the probability value amounting to
0.856 is more than 0.05.

Hypothesis (Ha2) is stated that “UE has an significant influence on CAR without control variable (BETA and
price-to-book-value PBV ratio)”. Based on Table 3, above, it is known that coefficient of variable UE is positive
amounting to 3.266, which means its coefficient 1 in UE will increase CAR amounting to 3.266. However the
influence of UE is not significant because of the result of t-Test in table 3 above it is known that the significance
of variable UE amounting to 0.378 is more than 0.05, then Hο is accepted which means there is no significant
impact of variable UE against variable CAR.

Hypothesis (Ha3) is states that “CSRI has an significant influence on CAR without control variable (BETA and
price-to-book-value PBV ratio)”. Based on Table 3, above, it is known that coefficient of variable CSRI is positive
amounting to 0.150, which means its increase of 1 in CSRI will increase CAR amounting to 0.150. However, the
influence of CSRI is notsignificant because of the result of t-Test in Table 3 above it is known that the significance
of variable CSRI amounting to 0.193 is more than 0.05, which means Hο is accepted which means there is no
significant impact of variable CSRI against variable CAR.

Equity Model of Regression II
Table4. Result of t – Test Model 2

CAR = 2.987 + 5.569UE + 0.074CSRI – 31.209BETA + 0.199 PBV -0.018 UE*CSRI - 54.058 UE*BETA + 0.154
UE*PBV + έ
Based on the result of t-Test above it is known that constant variable has positive coefficient amounting to
2.987, which means if other variable is deemed constant then CAR is undergoing increase amounting to 2.987.
Such constant impact is not significant because the probability value amounting to 0.618 is more than 0.05.

Hypothesis (Ha5) is stated that “UE has an significant influence on CAR by including control variable (BETA
and price-to-book-value PBV ratio)”. Based on the result of hypothesis testing in Table 4 above, it is known that
coefficient of variable UE is positive amounting to 5.569, which means each increase of 1 in UE will increase
CAR amounting to 5.569. The impact of UE is not significant because of the result of t-Test above it is known that
thesignificance of variable UE amounting to 0.365 is more than 0.05, then Hο is accepted which means there is
no significant impact of variable UE against variable CAR.
American Research Journal of Business and Management

Page 6

Impact of Corporate Social Responsibility Disclosure to Stockprice of Banking and Mining Industry
Listed at Indonesia Stock Exchange (IDX)
Hypothesis (Ha6) is stated that “CSRI has an significant influence on CAR by including control variable (BETA
and price-to-book-value PBV ratio)”. Based on the result of hypothesis testing in Table 4 above, it is known that
coefficient of variable CSRI is positive amounting to 0.074, which means each increase of 1 in CSRI will increase
CAR amounting to 0.074. The impact of CSRI is not significant because of the result of t-Test it is known that the
significance of variable CSRI amounting to 0.568 is more than 0.05, then Hο is accepted which means it is found
significant impact of variable CSRI against variable CAR.
Hypothesis (Ha4) is stated that “UE and CSRI has an significant influence on CAR by including control variable
(BETA correction and ratio of price-to-book-value PBV ratio)”. Based on the result of hypothesis testing in Table
4 above, it is known that coefficient of variable UE*CSRI is negative amounting to -0.018, which means each
increase of 1 in CSRI will decrease CAR amounting to -0.018. The impact of UE*CSRI is not significant because
of the result of t-Test it is known that the significance of variable UE*CSRI amounting to 0.907 is more than 0.05,
then Hο is accepted which means it is not found any significant impact of variable UE*CSRI against variable CAR.

Conclusion

Research of first model which has not included control variable BETA correction and price to book value (PBV),
is acquired a result that it is not found significant impact from variables UE and CSRI collectively against variable
CAR without control variable BETA correction and ratio price-to book-value (PBV), this matter is known from
significant value amounting to 0.604 more than 0.05. Research of second model which has included control
variable BETA and ratio of price-to-book-value (PBV), is acquired a result that it is not found any significant
impact from variables UE and CSRI collectively against variable CAR by having included control variable BETA
correction and ratio of price-to-book-value (PBV), this matter is known from the significant value amounting to
0.726 more than 0.05. So, based on the two matters as above mentioned, it can be concluded that the disclosure
of implementation ofcorporate social responsibility (CSR) has no impact against the price of public company
share in Indonesia Stock Exchange.

Implication of Research

This research may provide contribution to the stakeholders concerning the importance of implementation
of company social responsibility constitutes very important matters even though empirically it does not
have direct impact against the public company share price in Indonesia Stock Exchange. For investors and
potential investors, you have to be more careful because this research is not able to prove the influence from the
implementation of social responsibility against share price; however, the investor is better to choose shares of
public companies which have implemented social responsibilities. For further aim of research, it is expected to
add the coverage of respondents by means of extending the period of observation and classifying the category
of company in CSR implementation.
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