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Abstract: This study aims to determine the effect of corpoatcial responsibility (employee, environment, and
community) to financial performance (ROA and TolsnQ). This study using a sample of 30 primary @ect
companies listed in Indonesia Stock Exchange femptriod 2010-2013 which is choosen using purposaepling
method. The analysis used in this study is multiglgression analysis with the Statistical Packagetlfe Social
Science ( SPSS ) as its program. The results ef ghidy indicate that CSR measured through indisabd
employee has no significant effect on the compafityancial performance as measured by ROA and T&bi@.
Environment has a significant effect on ROA but against Tobin 's Q. Community has a significaféafboth on
ROA and Tobin 's Q. The results of this study carubed by managers for consideration to improvditiaamcial
performance by choosing environment and the comtyiasia social activity.

Keywords:. corporate social responsibility, financial perfamee, return on asset, Tobin's Q
Introduction

Imost all of the companies in Indonesia both laagel small have come to realize that implementing
A environmental concerns about the impact of thegirmss activities are important . This is demonstray

the many activities of corporate social responigibfl CSR ) . Reinforced with the realization tlaatlong as
this government , the Indonesian economy has ba#éndm the foundation of the theory of growth thmbvide
unlimited opportunities for large companies to edphatural resources but little or not at all pdss mutual
benefits to the community in which the property wasained ( Achda , 2006) .

Surrounding environment is not only the naturaliemment alone . Stakeholders , or rather those hieve a direct
impact on the business activities carried on bypmmgany , becoming one of the priorities when disimgs about
CSR . Stakeholders can be divided into two typesngry and secondary ( Carroll , 2009) . Primagksholders
are those directly related to the organization #me most influential , such as shareholders , eyegl® and
consumers . Secondary stakeholders are those whaoatinvolved directly to the organization , bould be the
most influential on the business . They are theegmuwient , the media , and competitors .

CSR activities by companies are not only intendead aesponsibility to the environment . These #iv are also
conducted in order to attract investors to glarice lausiness that can maintain its business aeviwith the CSR,
the company expects an added value for having dog@od thing in maintaining business continuityisTédded
value which can then raise the company's finammalormance is obtained from the interests of $takiers and
shareholders. In an investor's perspective, CSRoeaa thing that brings value-added enterprisesalso the one
thing that is not useful. By doing social activitiea company means doing sustainable business. \¢owbese
social activities can also be a burden for the ammgpthis means that there is a cash purse todueed.

Through the perspective of the consumer and puatidiences, CSR is an excellent activity becausefli#cts the
company of its responsibility towards society. Withore and more conscious people will care about the
environment, consumer behavior changes, too. Téligvior can affect demand. The study revealed30&¥ of
consumers are considering environmental issueddoptoducts they buy ( Young et . Al . , 2010) .e3&
perspectives into consideration strategies for amgs . Strategies that should be considered ierardt to be a
financial burden to be incurred for social prograbecause of course that is not good news for iovesbr
shareholders . But the strategy is also importaebhsider that the company's business continsiityt disrupted .
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The purpose of this study was to examine how thpath of CSR policies is in the field of employee ,
environmental , community and the financial perfanoe of a company .

Literature Review
Previous Resear ch

McGuire et al . , ( 1988) explained that in busindeere will always be a risk that must be fac&d overcome , a
company needs to hold a social responsibility tuce that risk . The data indicate that the lowpooate social
responsibility also experienced lower ROA and staekket returns than firms that are high in so@aponsibility .

To that end, it recommends to companies that parfwrcial responsibility in order to obtain moreugto investors
who would assume that companies with a high CSReduce the risk.

In research Mustafa et al . , ( 2012) , argued @BR is a topic that is growing rapidly in Malaysidaking a
sample of 200 companies listed on the stock exawmmj Malaysia , it is known that there is a siigaift
relationship between CSR and financial performapicéhe company. Social responsibility to give efféa the
stakeholders either beneficial or detrimental sTéffect would then be followed by further automatifect of the
company's financial performance .

Taking a sample of 156 companies listed on the ¢tar&tock Exchange for the period 2010 to 201Dbaleet al . (
2012) revealed that, overall , the results of ttuelys concluded that corporate social performan€SR ) has no
effect on financial performance ( CFP ) . Reseamgblving the textile sector , chemical sector mest sector and
the tobacco sector clearly illustrates that fromm tbsults , CSR negatively affect the value ofdteek market , but
there is no connection with the company’s behayvgignificantly .

Mwangi et al . ( 2013) studied the relationshipG8R to financial performance . Secondary data waken from
the Nairobi Securities Exchange for the period 20072011 with a company involved in the manufactgyi
construction , and alliances . Scores of environaiaesponsibility is taken by using content aniglysThe results
of the research pointing to a relationship betwélea independent variables ( scores of corporatéalsoc
responsibility ) are used in the model and the dépet variable ( return on assets ) with a coiiatoefficient of
0.870 . The results of this study also showed thate was a significant positive relationship betweorporate
social responsibility practices and financial perfance . His research found that sales companiéglaty an
important role in determining the company's finahpierformance.

Aras et al . (2010) in his research exploresrdhationship between CSR and financial performanagmpanies
listed on the Istanbul Stock Exchange ( ISE ) 10@ek in the period 2005-2007 . In conducting thislgsis
determined the relationship between firm size amgbarate social responsibility . However, the amhoould not
find a significant relationship between corporaieial responsibility and performance / financialngaOf the three
proposed hypotheses , all of the results was egjeciThis study suggests that there is no sigmificalationship
between CSR and financial performance .

Fauzi et al . ( 2007 ) in this study examined #lationship of corporate social performance relabetthe company's
financial performance . The study was conducteccampanies in Indonesia . Through the examinatio38%
companies , the research failed to find a signiticalationship between corporate social perforreamith financial
performance between the two models used .

Brammer et al . ( 2006 ) found that outlines thempany's social performance scores tend to achighehresults
in lower firm value . While the value of the comgas Corporate Social Performance as low as pessbén
outperformed the market . Brammer observed thatdtres of environmental indicators and high comityumhile
negatively correlated with indicators of low valaee positively correlated . Brammer therefore codelthat the
various aspects of corporate social behavior shoelldxamined separately in order to achieve anratpicture of
them .

Hypothesis Development
Employee

Human resources are the main elements of the aa#om compared to the other elements ( Fawziyd ef 2011)
As a major asset , its presence within the commegsential to be given attention . Employeesapected to be a
representative of the company to the outside wordcluding the media in connecting his experieirtehe
company ( Maignan and Ferrell 2001) . To that etite,coaching staff from recruitment , trainingemuneration
need to be addressed. Not only well-being are densd , but gender also be important here . Previtudies
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explain that sex differences employees also mafereint results . Employees with female gender edoto have a
bond stronger commitment to the company than nfeetérson , 2004) . Those things which later bedhmdasis
of the assessment that the employee is a measuttee dmportance of CSR . From the above, then fdrme
hypothesis :

H;: CSR activities related to the employee havinggaicant impact on financial performance.

Environment

A company attach great importance to the imagéénetyes of stakeholders. In keeping with this imagsuding
all the way done in terms of CSR. Disclosure ofigoand environmental responsibility has been gngwiapidly
since the last twenty years (Jenkins, 2005). Forescompanies, environmental responsibility is aifeatation to
sustain its business. This disclosure is certaiotyonly through annual reports but also on a lagde through the
media, which will help the company achieve its goabiven the importance of disclosure of environtaken
responsibility has been an increase in companigsphblish independent reports of environmentgbaasibility
beyond the annual report (Walling, 1997). The rep®oithen able to be an instrument in raising thengany's
enterprise value. From the above, then formed athgsis:

H,: CSR activities related to the environment haigaifsicant impact on financial performance.

Community

In conducting its business, the company will becamtact with the surrounding community, either dilye or
indirectly. Being worth noting because in maintambusiness continuity, related parties or staldgrslhave a role
in it. There are two reasons why the community g@sn as important in the implementation of CSR. fiiseis
that understanding, norms, and rules that are ovayeldcal communities can serve as a touchstorlegitimize
corporate social action (Marquis, 2007). The secmason is more pragmatic affect local communiteExial
action generally locally oriented company where blsiness is run. Guthrie (in Marquis, 2007: 8)gasgs that
80% of its spending on CSR distributed in the eityere the business running. From the above, themed a
hypothesis:

Hs: CSR activities related to the community to hawigaificant impact on financial performance.

Resear ch M ethodol ogy
Sampling M ethod

Sampling was done by using a purposive samplingpotketSamples are sorted by criteria:
1. Extractive companies listed on the Stock Exckdogthe year 2010-2013

2. Provides a complete annual report for the y8ao2013

3. Provide complete data related to the variabdesi un the study

Variable

In this study there are three variables are usatety the independent variable, control variabhes the dependent
variable.

Independent Variable

Independent variables are variables that can affeathange in the dependent variable. Corporate aBoci
Responsibility is an independent variable in thiglg was measured through three categories, nagmepfoyees,
environment, and community. Measurements were méifea content analysis method, namely by givingcare
on each indicator checklists available. List ofegatries of social disclosure checklist drawn frorevipus studies
by Aras et.al (2010).

Score 0: If there are no points are describederctimpany's annual report.

Score 1: If there is a point that is mentionechia tompany's annual report.

The scores were then summed values collected,ad@#th company will be represented by the valuesdESR
employees, environment, and community.

Control Variable

Control variables are variables that are controtietield constant so that the independent variaibléhe dependent
relationship is not influenced by external factort examined. Based on previous studies on CSRcamgbrate
financial performance, there are three variablasdbntrol the filter used. All three of these ahtes are:

1. Company size, seen from the figures in the findrstegements of Total Assets
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2. Sales of the company, seen from the figures ifitlacial statements Sales
3 EPS = garning after tax

number of stock cutstanding

Dependent Variable

Dependent Variable in this researcfiimancial performanceCalculate through two indicators:

1. Return on Asset
ROA is a measure of financial performance of thguged company's financial statements.
2. Tobin's Q
Tobin's q is the ratio of the market value of tleenpany's assets as measured by the market vathe of
number of shares outstanding and net asset valile @ompany's outstanding shares
. Maorket Valus per Share
Tobin’s Q =
Net Aszet Valus per Share
(Hettiarachchi and Gunawardana, 2012)
Method Analysis

0 answer the hypothesis, researchers using muigglession method with correlation. Multiple Lin&egression
analysis was used to measure the influence of itha@ne one predictor variables (independent varialbesthe
dependent variable. In this study, researchers wgedegression based on the dependent varialglgsectively.

1.

2.

Multiple linear regression analysis with ROA as tlependent variable

Yi=0+ B Xy +BaXz + X3 + BaXy + BsXs + feXe + €

Multiple linear regression analysis with Tobin’sa® the dependent variable

Yo =0+ B Xy +BaXz + BsXs + BaXy+ BsXs 4 BeXe + €

Explanation

Y= ROA

Y,= Tobin’s Q

a =Constanta

B1 - Be=Coefficient Regression

X,= Employee

X,= Environment

X3= Community

X,= Total Aset

Xs= Sales

Xe= EPS

The significance level used was 0,0545%)
If the significance of t > 0.05, means Ho accemteHa rejected, and
If the significance of t < 0.05, means Ho rejeatedHa accepted

Next page
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Results
Table 1
t-Test Result
Variable name Constanta Coefficient Sig. Conclusion
Model 1 (y=ROA) -0,532
Employee -0,003 0,136 Not Significance
Environment -0,013 0,002 Significance
Community 0,017 0,005 Significance
Total Asset 0,003 0,877 Not Significance
Sales 0,049 0,001 Significance
EPS 0,000412 0,001 Significance
Model 2 (y=Tobin’s Q) 894,173
Employee -3,928 0,079 Not Significance
Environment 0,539 0,888 Not Significance
Community 20,278 0,001 Significance
Total Asset -50,00 0,003 Significance
Sales -24,356 0,068 Not Significance
EPS -0,014 0,716 Not Significance

15

From the results of the T test table above, comclud

1.

Employees

Based on calculations of data using SPSS resulsnatal for model 1, the regression coefficient@003
employees (negative) with a significance value.@B68> 0.05 level. This means that the employee does
have a significant effect on the financial perfonoa as measured by return on assets. For modeé 2, t
regression coefficient of -3.928 employees (negatand significance value of 0.079> 0.05. This nsean
that employees no significant effect on Tobin's Q

Environment

Based on calculations of data using SPSS resulsnatal for model 1, the regression coefficient@013
environment (negative) with a significance value ®O02 <0.05. This means that the environment
significantly influence financial performance asawsered by return on assets. For model 2, the rgigres
coefficient of 0.539 environment (positive) andrsfigance value of 0.888> 0.05. This means that the
environment does not significantly influence Tobi@y

Community

Based on calculations of data using SPSS resulésnatol for model 1, the regression coefficient @1J
community (positive) with a significance value 0005 <0.05. This means that communities have a
significant effect on the financial performancenasasured by return on assets. For model 2, thessign
coefficient of community 20.278 (positive) and sfgrance value of 0.001 <0.05. This means that
communities have a significant effect on Tobin's Q

Conclusion

This study aimed to determine the effect of corfmrsocial responsibility is measured using inditsatof
employees, the environment and the community thetcompany's financial performance is measuredyuRDA
and Tobin's Q. This study used a sample of 30 caiepdisted on the primary sector Indonesia StaathBnge for
the period 2009-2012. Based on the description amadysis of the previous discussion, it can be lewled as

follows:
1.
2.

Employee has no significance effect to ROA and mebQ
Environment has a significant negative effect onARfit has no significant effect on Tobin's Q
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3. Community has a significant positive effect bothR@A and Tobin's Q.
Managerial Implication
The managerial implications of this research arkews:

1. For Manager
The selection of social activities are directlyibis in the community such as community- related
activities could be one right choice for compargegking to enhance shareholder value . Howevérer ot
CSR activities should also be considered givensibh@al responsibility of the company held with the
intention of maintaining continuity of business emptise . Still perform environmental awareness and
concern for employee benefits not expected to kentén the short term but long term.

2. For Investor
In invest funds , investors always look at how tieenpany's prospects going forward . With the social
responsibility that is intended to allow businessitiuity company's short and long term guaranteed
Concern for the social enterprise can be an indicdiat the company has awareness of sustainability
business . Allocating sufficient funds need to bsesved so that no money is wasted . Thus, inv&stor
need to examine what social activities are deenemgsary for the benefit of the company where the
capital is invested
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