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This study aims to provide empirical evidence regarding the effect of
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the Indonesian Stock Exchange (IDX) in 2019-2020. The study’s
secondary data is from annual reports, sustainability reports, and
financial information. This study measures CSR disclosure by the
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a dummy variable. The observations (firm-years) in this study were
Copyright ©2022 673. This study tests the hypothesis by multiple linear regression
analyses. This study provides two results. First, CSR disclosure has a
positive effect on financial performance. Second, the EU as a
This is an open access under moderating variable does not affect the relationship between CSR
CC-BY-SA LICENSE disclosure and financial performance.
Introduction

Companies in the current era are more than profit oriented. Companies must also pay attention
to social and environmental aspects. The company operates a business activity based on moral
values or behaves ethically. The company’s concern for the environment will create a positive
image. This image will positively contribute to the company, society, and the environment
through Corporate Social Responsibility (CSR) activities. CSR is a form of corporate
responsibility for the impacts caused by its business activities both inside and outside the
company (Mahendra, 2016). Companies need to make harmonious relationships with the
community as stakeholders because one of the benefits of CSR is to increase the company's
reputation (Sakti & Pudjolaksono, 2017). Companies with good reputations will attract the public
to use their products to improve their financial performance.

Much research researched on the effect of CSR on financial performance, including
Ahyani and Puspitasari (2019), Wulandari (2020), Fatah and Haryanto (2016), and Pulungan and
Krisnawati (2021). The inconsistent results from previous research and the COVID-19 pandemic
in Indonesia in 2020 prompted researchers to conduct this research by adding Environmental
Uncertainty (EU) as a moderating variable. The EU is a change in the environment that is
unpredictable and difficult for companies to predict (Milliken, 1987; Goll & Rasheed, 2004). The
COVID-19 situation caused the EU in 2020 to be higher than in 2019.

The government is trying to reduce the increase in Covid-19 cases in Indonesia by
imposing restrictions on community activities. It impacts the economy because it basically
depends on people's mobility (Arieza, 2021). According to the Gross Domestic Product (GDP),
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the Indonesian economy in 2020 experienced a growth contraction of 2.07% compared to 2019,
which experienced growth of 5.02% (BPS, 2021). Growth contraction means a decrease in GDP
compared to the previous period. This decline results from the COVID-19 pandemic (CNN,
2021). Declining GDP indicates a reduction in people's purchasing power. Data processed by the
Central Statistics Agency (BPS) shows that Indonesia's Open Unemployment Rate in 2020 was
7.07%, an increase from 2019 of 5.23% (BPS, 2020). The rising unemployment rate is one of the
reasons people's purchasing powers is declining.

When Environmental Uncertainty (EU) increases, companies can use CSR as added value
or differentiation from other companies to produce a better company reputation that will
convince stakeholders and help companies overcome conditions that may be detrimental to the
market (Sun & Price, 2016). It is the same as Goll and Rasheed (2004), which state that in a
dynamic and rapidly changing environment. Therefore, CSR can improve company performance
because it helps companies gain stakeholder support.

This study aims to provide empirical evidence regarding the effect of CSR disclosure on
financial performance and examine the impact of environmental uncertainty as a moderating
variable on the relationship between CSR disclosure and the financial performance of companies
listed on the Indonesian Stock Exchange (IDX) for the 2019-2020 period.

Literature Review

Stakeholder theory is used in this study because it states that companies must consider the
consequences of their operational activities on stakeholders. Companies should focus on more
than just increasing profits (Rankin et al.,, 2018). One way companies can meet stakeholders'
needs and expectations are to provide information about the company's performance and
activities. It is essential to get support from stakeholders (Rankin et al., 2018). CSR disclosure is
one of the parts of information that the company can provide. The implementation and
disclosure of CSR can help companies build harmonious relationships with their stakeholders.

Another theory used is the legitimacy theory. This theory states that a company can
continue its business if the community where it carries out its operational activities judges the
company to operate according to the law and values in society. Companies must consider the
rights of the public at large, not just shareholders (Owen & Adams in Rankin et al., 2018). One
way companies can gain legitimacy from society is by carrying out social activities and complying
with applicable laws.

Corporate Social Responsibility (CSR) is the company's responsibility for the impact of its
activities and decisions on society and the environment (Mahendra, 2016). The implementation
of CSR in Indonesia is in Law No. 40 of 2007, article 74 concerning Limited Liability Companies
(Ltd.), which states that companies that carry out business activities in the field of natural
resources are required to carry out social and environmental responsibility. Since this law's
enactment, CSR implementation is no longer voluntary. However, it has become an obligation
for companies in Indonesia, especially for limited liability companies engaged in and related to
natural resources. Disclosure of CSR is essential for companies because, with this disclosure,
stakeholders can find out what companies carry out social and environmental activities. The
benefits that companies get from CSR include reducing business risk, maintaining relationships
with stakeholders, increasing the company's reputation and brand image, and the opportunity to
win awards (Sakti & Pudjolaksono, 2017).

Financial performance describes the company's financial condition at a certain period.
Financial performance can be a financial benchmark for company success from a financial
standpoint that stakeholders can consider in making decisions (Yadnyana & Damanik, 2017).

Environmental Uncertainty (EU) is an unexpected and challenging environmental change
for companies to predict (Milliken, 1987; Goll & Rasheed, 2004). Milliken (1987) divides the EU
into three types: state uncertainty, effect uncertainty, and response uncertainty. State uncertainty
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occurs when individuals or companies feel that the company's environment or particular
components of the environment are unpredictable. The effect of uncertainty is related to the
difficulty of predicting the impact of future environmental conditions or changes on the
company. Response uncertainty or response uncertainty occurs when a company has difficulty
predicting the consequences of a decision taken by the company.

Research by Fatah and Haryanto (2016) examined the effect of CSR disclosure on the
financial performance of manufacturing companies in the basic and chemical industry sectors
listed on the IDX in 2012-2015. This research shows that CSR disclosure does not significantly
influence financial performance. This study states that most investors perceive companies
disclosing CSR only as part of advertising. Therefore, it is common for only good things.
Investors still consider the quality of CSR disclosure. It causes the effect to be insignificant.

Research by Pulungan and Krisnawati (2021) examined the effect of CSR on the financial
performance of food and beverage sub-sector companies listed on the IDX in 2015-2019. This
research results show that CSR has no significant effect on financial performance.

Research by Ahyani and Puspitasari (2019) examined the effect of CSR on the financial
performance of the property and real estate companies listed on the IDX in 2013-2017. The
result of this research is that CSR has a positive effect on financial performance. This study states
that companies that have good environmental and social performance will be responded to
positively by stakeholders so that companies can increase company profits, which will lead to
improved company performance.

Research by Wulandari (2020) examined the effect of CSR disclosure on the profitability
of plantation sub-sector companies on the IDX in 2016-2018. The results of the study are that
CSR disclosure has a positive effect on company profitability.

Research by Goll and Rasheed (2004) examined the moderating effect of environmental
responsibility and dynamism on the relationship between CSR and the performance of
manufacturing companies in the United States in 1985-1986. The results of the study show that
environmental energy has a significant effect on the relationship between CSR and company
performance. This research states that one way for companies to overcome environmental
uncertainty is to increase social legitimacy through social activities.

Muriithi et al. (2020) research examines CSR, environmental uncertainty, and the financial
performance of companies in the United States that appear consistently in the Kinder,
Lydenberg, and Dominic (KLD) database in 2001-2010. The result of this study is that
environmental uncertainty does not affect the relationship between CSR and financial
performance.

Hypothesis

Companies must positively contribute to the social environment in which they operate. This
positive contribution can be made by disclosing CSR activities. Harmonious relations between
the company and the community as stakeholders will enhance the company's reputation. If a
company has a good reputation, people will choose to use the company's products to increase
sales, which will affect the company's financial performance. Based on legitimacy theory, a
company can survive in running its business if it operates according to the law and values in
society (Owen & Adams in Rankin et al, 2018). Based on the description above, the first
hypothesis in this study is as follows:

H1: CSR disclosure positively affects the company's financial performance.

Environmental Uncertainty (EU) is a change in the company's environment that is unexpected
and difficult for companies to predict. When the EU increases, companies can use CSR as an
added value to produce a better company reputation, which will convince stakeholders and help
companies overcome adverse conditions in the market (Sun & Price, 20106). It is consistent with
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Goll and Rasheed (2004), which state that in a dynamic and rapidly changing environment, CSR

can Improve company performance because it helps companies gain stakeholder support.

Companies are looking more for social legitimacy because this legitimacy provides companies

with protection from the uncertainties they face. Based on the description above, the second

hypothesis in this study is as follows:

H2: Environmental uncertainty as a moderating variable positively affects the relationship
between CSR disclosure and company financial performance.

Research Method

The population used in this study are companies listed on the IDX in 2019-2020. Sampling used
a purposive sampling technique with the following criteria: (1) companies registered on the IDX
in 2019-2020; (2) publish the complete annual report for 2019-2020; (3) disclose CSR activities in
2019-2020. Based on these criteria, this study has 787 observations. The data in this study is
secondary data in the form of annual reports, sustainability reports, and financial reports obtained
from the IDX and company websites.

Research Variable

The dependent variable in this study is financial performance as measured using Return on
Equity (ROE). ROE can be used to determine the efficiency of a company in earning profits
using equity. Shareholders or investors will use ROE to evaluate and compare with industry
averages to determine how well the company performs to generate profits. ROE measures a
company's ability to generate profits using capital from shareholders (Sarafina, 2017). This study
calculates ROE by formulated as follows:
Net Income
ROE = ———
Total equity
The independent variable in this study is CSR disclosure. The amount of CSR disclosure
is measured using the Global Reporting Initiative (GRI) G4 standard. GRI-G4 has three
categories, namely economic, environmental, and social, with 91 indicators. The score is 1 for
indicator CSR and 0 for no indicator CSR. Calculation of CSR disclosure is as follows:

I
=91

Where:
CSRit: CSR index of a company I in period t
2Xit: Total score obtained by a company I in period t

The moderating variable in this study is Environmental Uncertainty (EU). The EU
measurement in this study uses a dummy variable where 1 represents 2020 and 0 means 2019. In
2020, the EU was high due to the COVID-19 pandemic, and in 2019 the EU was low without
the COVID-19 pandemic.

The control variable in this study is firm size. The size in this study uses the natural
logarithm of total assets with the following formula:

Size=Ln (total assets)
Testing Models

Model I : KPit=o+ B1CSRDit+82SIZFit+e
Model IT: KPit=o+ B1CSRDit+ B2EUit+ B3CSRDit*EUit+B4SIZEit+e
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Where:

KPit  : Financial Performance of a company I in period t.
CSRDit : CSR Disclosure of a company I in period t.

EUit  : Environmental uncertainty of company I in period t.
SIZEit : Company size i in period t.

eit : Error

Results and Discussion

The descriptive statistical shows in Table 1.

Table 1. Descriptive Statistic

ROE CSRD SIZE EU
Mean 0.043 0.075 28.285 0.480
Std. Deviation 0.063 0.045 1.643 0.500
Minimum -0.117 0.000 23.977 0
Maximum 0.202 0.198 32.726 1

Table 2. Analysis of Multiple Regression

Variable Model 1 Model 11
Constant -0.158 -0.143
CSR 0.104* 0.099
SIZE 0.007++* 0.007+*
EU -0.025%**
CSR*EU 0.061
F-test 20.062 15.758
Adjusted R Square 0.046 0.070

Significance levels are indicated as: ¥**p < 1%; **p < 5%; *p < 10%

Discussion

Corporate social responsibility disclosure has a positive and significant effect on financial
performance. These results support the first Hypothesis (H1) of this study. Companies must
positively contribute to the social environment. These positive contributions include conducting
CSR disclosures. The company discloses CSR as a form of responsibility to stakeholders for the
impact caused by its business activities. Disclosure of CSR by the company shows the company's
commitment to sustainable development and long-term business continuity. One of the benefits
of CSR disclosure is a good reputation. A company with a good reputation will attract people's
interest in using the company's products. Increasing consumers can increase sales, affecting the
company's financial performance. This study's results align with research conducted by Ahyani
and Puspitasari (2019) and Wulandari (2020), which state that CSR disclosure positively affects
financial performance.

The results of this moderation test do not support the second Hypothesis (H2). It is
because of the implementation of CSR in Indonesia in Law no. 40 of 2007 article 74 concerning
limited liability companies, which states that companies that carry out business activities in the
field of or related to natural resources are required to carry out Social and Environmental
Responsibility. Since this law's enactment, CSR implementation is no longer voluntary. However,
it has become an obligation for companies in Indonesia, minimal liability companies engaged in
and related to natural resources. Because of this law, companies must carry out CSR, including
when environmental conditions change quickly and are difficult to predict, such as in 2020 due to
the COVID-19 pandemic. Companies carry out CSR to get a good reputation so that people buy
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and use company products that will improve the company's financial performance. In the model
I, CSR influences financial performance. However, the EU as a proxy for environmental
uncertainty due to COVID-19 causes the EU and SIZE to affect financial performance. The
COVID-19 factor is in the second equation, which dominantly influences financial performance.
CSR cannot play an essential role in financial performance because, at the macro level, people's
purchasing power has experienced a sharp decline.

The arrival of COVID-19 in Indonesia in 2020 made the situation in 2020 change more
rapidly and difficult to predict than in 2019. The rapidly evolving and difficult-to-predict condition
is called Environmental Uncertainty (EU). The high EU in 2020 caused a decline in GDP in 2020
which reached -2.07%, compared to 2019, which was 5.02%. The results of this study in the second
equation indicate that the EU significantly negatively affects a company's financial performance. It
is consistent with the general phenomenon that COVID-19 has impacted decreasing company
financial performance and macroeconomic performance. It shows a decrease in GDP, indicating a
decline in people's purchasing power. The government has issued various policies such as Pre-
Employment Cards, basic food social assistance, electricity discounts, and tax incentives to address
this (Kominfo, 2020). Because of these policies, people's purchasing power will improve, and
buying and selling activities can continue to run so that companies can still make sales to maintain
and improve their financial performance, even though there are indications of a high EU.

The control variables in the two equations above significantly affect the company's
financial performance. It means that the larger the size of the company, the greater the
company's financial performance.

Conclusion

This research provides empirical evidence regarding the effect of CSR disclosure on financial
performance and tests the impact of EU moderation on the relationship between CSR disclosure
and the financial performance of companies listed on the IDX in 2019-2020. Based on the results
of the data analysis, CSR disclosure has a positive effect on financial performance. This research
also concludes that the EU as a moderating variable does not affect the relationship between CSR
disclosure and the company's financial performance.

This research implies that companies can increase CSR activities in other forms, such as
medical devices. CSR also needs to be improved in spraying disinfectants in the villages in
collaboration with the communities in the villages. CSR that companies must carry must be
extraordinary because the condition of COVID-19 is also remarkable.

The limitation of this research is the subjectivity of researchers when conducting CSR
disclosure assessments because not all companies carry out detailed CSR disclosures. Suggestions
for further research are that researchers need to be more thorough and careful in understanding
and interpreting CSR disclosure information carried out by companies so that they can better and
more accurately assess CSR disclosure. Companies and regulators should pay more attention to
the clarity of CSR implementation and disclosure to help stakeholders better understand what
social and environmental activities reduce researchers' subjectivity in future studies.

References

Ahyani, R., & Puspitasari, W. (2019). Pengaruh corporate social responsibility terhadap kinerja
keuangan pada perusahaan properti dan real estate yang terdaftar di Bursa Efek Indonesia
Tahun 2013-2017. Jurnal Akuntansi Trisakti, 6(2), 245-262.
https://doi.org/10.25105/jat.v6i2.5479

Arieza, U. (2021, Agustus 13). Babak belur ekonomi dibajar 1,5 tabun pandemi. Retrieved from CNN
Indonesia: https://www.cnnindonesia.com/ekonomi/20210811220610-532-
079242 /babak-belur-ekonomi-dihajar-15-tahun-pandemi

156



JCA | Volume 4, Issue 3, 2022

BPS. (2020). Agustus 2020: Tingkat Pengangguran Terbuka (TPT) sebesar 7,07 persen. Retrieved from
bps.go.id: https://www.bps.go.id/presstelease/2020/11/05/1673/agustus-2020--tingkat-
pengangguran-terbuka--tpt--sebesar-7-07-persen.html

BPS. (2021). Ekonomi Indonesia 2020 turun sebesar 2,07 persen (c-to-c). Retrieved from bps.go.id:
https://www.bps.go.id/pressrelease/2021/02/05/1811/ekonomi-indonesia-2020-turun-
sebesar-2-07-persen--c-to-c-.html

CNN. (2020). Negara yang dinilai sukses tekan fasus corona dengan lockdown. Retrieved from
cnnindonesia.com: https://www.cnnindonesia.com/internasional/20200419170127-113-
495051/ negara-yang-dinilai-sukses-tekan-kasus-corona-dengan-lockdown

CNN. (2021). Penyebab pertumbuban ekonomi RI Minus 2,07 persen pada 2020. Retrieved from
cnnindonesia.com: https:/ /www.cnnindonesia.com/ekonomi/20210206080350-532-
603013/ penyebab-pertumbuhan-ekonomi-ri-minus-207-persen-pada-2020

CNN. (2021). Unilever sinergikan purpose perusabaan, brand, dan konsumen. Retrieved from
cnnindonesia.com:  https://www.cnnindonesia.com/gaya-hidup/20210817180503-307-
681587 /unilever-sinergikan-purpose-perusahaan-brand-konsumen

Djumena, E. (2020). Dampak pandemi covid-19, pemerintah akui daya beli masyarakat melemab.
Retrieved from money.kompas.com:
https://money.kompas.com/read/2020/10/06/050800026/dampak-pandemi-covid-19-
pemerintah-akui-daya-beli-masyarakat-melemah

Fatah, K. A., & Haryanto, M. (2016). Pengaruh pengungkapan corporate social responsibility
terhadap profitabilitas perusahaan: studi empiris pada perusahaan manufaktur sektor
industri dasar dan kimia yang terdaftar di Bursa Efek Indonesia. Jurnal Ekonomi dan Bisnis

(EKONOMIS), 10.

Ghozali, 1. (2018). Aplikasi analisi multivariate dengan program IBM SPSS 25. Badan Penerbit
Universitas Diponegoro.

Goll, I, & Rasheed, A. (2004). The moderating effect of environmental munifence and
dynamism on the relationship between discretionary social responsibility and firm
performance. Journal of Business Ethics, 49, 41-54.

Gordon, L., & Narayanan , V. (1984). Management accounting systems, perceived environmental
uncertainty and organization structure: an empirical investigation. Accounting, Organization
and Society.

Hartono, J. (2016). Metodologi penelitian bisnis: salah kaprah dan pengalaman-pengalaman. Y ogyakarta:
BPFE UGM.

Kominfo. (2020). Pemerintah upayakan daya beli masyarakat terjaga di masa pandemi. Retrieved from
kominfo.go.id: https://www.kominfo.go.id/content/detail/29210/pemerintah-upayakan-
daya-beli-masyarakat-tetjaga-di-masa- pandemi/0/berita

Kren, L., & Kerr, J. (1993). The effect of behavior monitoring and uncertainty on the use of
performance contingent compresation. Accounting and Business Research, 23, 159-167.

Mahendra, R. (2016). ISOCENTERINDONESILA. Retrieved from isoindonesiacenter.com:
https:/ /isoindonesiacenter.com/sekilas-tentang-iso-26000/

Milliken, F. (1987). Three types of perceived uncertainty about the environment: state, effect, and
response uncertainty. Academy of Management Review, 12(1), 133-143.

157



The effect of corporate social responsibility disclosure . ..

Muriithi, S., Walters, B., & Gilley, O. (2020). Corporate social responsibility engagement,
economic policy uncertainty, and firm financial performance. Journal of Business Strategies,
37,1-21.

Pulungan, S., & Krisnawati, A. (2021). Pengaruh pengungkapan corporate social responsibility
terhadap kinerja keuangan perusahaan subsektor industri makanan dan minuman. Jurnal
Limiah MEA (Manajemen, E konomi, Akuntansi)

Rankin, M., Ferlauto, K., McGowan, S., & Stanton , P. (2018). Contemporary Issues in Acconnting.
Australia: John Wiley & Sons Australia, I.td.

Rusiana, D. A, (2021). IDX  Channel.  Retrieved  from  idxchannel.com:
https://www.idxchannel.com/economics/ini-alasan-pemerintah-tidak-menerapkan-
lockdown-hingga-penjelasan-soal-perubahan-nama

Sakti, Y., & Pudjolaksono, E. (2017). Pengaruh pengungkapan CSR terhadap kinerja keuangan
perusahaan sektor pertambangan yang terdaftar di BEI periode 2012-2015. Jurnal
Akuntansi dan Teknologi Informasi (JATI), 11, 1-16.

Sudaryanti, D., & Riana, Y. (2017). Pengaruh pengungkapan CSR terhadap kinerja keuangan
perusahaan. Jurnal Penelitian Teori & Terapan Akuntansi (PETA), 2(1), 19-31.

Sun, W., & Price, J. (2016). The impact of environmental uncertainty on increasing customer
satisfaction through corporate social responsibility. European Journal of Marketing, 17ol. 50.

Wulandari, S. (2020). Pengaruh corporate social responsibility (CSR) disclosure terhadap
profitabilitas perusahaan. Jurnal Ekonomi Akuntansi dan Manajemen, 19.

Yadnyana , I. K., & Damanik, I. (2017). Pengaruh kinerja lingkungan pada kinerja keuangan
dengan pengungkapan corporate social responsibility sebagai variabel intervening. E-
Jurnal Akuntansi Universitas Udayana, 20(1), 645-673.

158



