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1. Introduction

Company transparency in disclosing the information is 
very important for building trust, managing risk, and enhancing 
and maintaining the company’s reputation. Stakeholders 
think company transparency will help understand the 
business and make the right decisions. Mironiuc et al., 
(2013) suggest that information that flows and often becomes 
society’s demand from companies is information about 
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corporate social and environmental responsibility (Deegan, 
2013). Social responsibility or corporate social responsibility 
(CSR) is a concept that discusses how companies are given 
various forms of responsibility to all stakeholders (Agustia 
et al., 2019). Stakeholders will be aware and concerned 
about the impact of the company’s strategy and operating 
activities on them and the wider community (Iatridis, 2018). 
This has led to increased pressure to provide more in-depth 
information about how the company deals with community 
demands. Companies are required to provide information 
through disclosure of their CSR following the provisions for 
implementing corporate social responsibility as stipulated 
in Law Number 40 of 2007 concerning Limited Liability 
Companies, the provisions referred to in article 74 (1), which 
reads: “Companies that carry out their business activities in 
the field and related to with natural resources are obliged 
to carry out social and environmental responsibility”. World 
Business Council for Sustainable Development (WBCSD) 
defines CSR as a continuing commitment from companies 
with ethics and contributes to economic development by 
improving employees’ quality of life and local communities 
and wider social life and legitimizing company actions to 
attract investors (Furqoni & Rosyadi, 2019).
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Corporate social responsibility has charisma in supporting 
company performance. An online survey conducted by 
Carnahan et al., (2010) shows that 55% of consumers 
prefer to buy products and services from companies that are 
committed to social and environmental issues. Company 
activities not only determine what products and services will 
circulate in the market, but also affect the quality of the air 
we breathe, the water we drink, and even the social quality in 
which we live (Atmadja et al., 2021). CSR is the obligation of 
entrepreneurs to make policies and make decisions related to 
stakeholders and to achieve community and environmental 
values in the context of sustainable development (Lee, 2020). 
CSR is the responsibility of the company to all interested 
parties such as shareholders, employees, consumers, 
suppliers, society, government, banks or even competitors 
(Axjonow et al., 2018).

CSR has been known before 1990, but has been better 
known since the emergence of the term triple bottom 
line (TBL), which emphasizes three main points of the 
sustainable development of the company, namely the 
company must pay attention to three main focuses, namely, 
profit, planet, and people (Triyuwono, 2016). Profit is a 
measure of a company’s profit and loss. People are a measure 
in some form or form of a company’s social responsibility 
throughout its operations. The planet is a measure of how 
much a company is responsible for the environment. The 
TBL concept implies that the company must prioritize 
stakeholders’ interests (all parties involved and affected 
by the activities carried out by the company) rather than 
the interests of shareholders (shareholders). In sustainable 
development, the business world is no longer only faced 
with the responsibility of a single bottom line or corporate 
value as seen from its economic (financial) condition (Hasan  
et al., 2019). But it is more based on TBL, namely, the synergy 
of three elements: economic, social, and environmental. 
In Indonesia, many companies have expressed their social 
responsibility, but this is still voluntary. Corporate social 
responsibility disclosures are prepared using items that focus 
on the CSR concept. The number of cases of CSR violations 
that have occurred in Indonesia includes the Lapindo case, 
environmental impact pollution that occurred at PT RUM 
in 2018. Even in 2019, 90 companies had exhaust flues 
that did not meet the environmental service requirements, 
including PT Mahkota Indonesia. Not meeting the main 
standards is sanctioned. Companies sometimes ignore the 
social and environmental impacts caused by the company’s 
own activities. For this reason, companies must disclose 
information that can describe the conditions and activities 
of the company. Companies must get rid of the previous 
paradigm, which only focused on how the company could 
achieve the maximum profit regardless of the impact 
arising from the company’s activities (Bandiyono, 2020;  
Gray et al., 2002).

The company’s characteristics are measured by the 
company size, the type of company, and the company age, 
which are the reasons why the company must disclose its 
CSR. Companies that have been operating for a long time 
and have become large-scale companies are required to be 
more concerned and pay attention to their environment by 
creating programs that positively impact the community and 
the surrounding environment (Deegan, 2013). Likewise, the 
riskier type will be more transparent to the environment and 
accountable for its performance. Williams and Siegel (2018) 
concluded that company characteristics affect CSR disclosure; 
Axjonow et al. (2018) concluded that there is an effect of 
company characteristics on CSR disclosure, and CSR disclosure 
will have a positive impact on company performance, but 
Reverte (2009) stated that company characteristics in the 
form of company type do not affect CSR disclosure. With 
the implementation of CSR programs, and the company is 
increasingly concerned about its environment, investors will 
assess its performance as good. When companies disclose 
and implement their CSR with various social responsibility 
programs, their performance will increase (Ahmad et al., 2020). 
From the research that discusses the effect of characteristics 
and CSR on performance, there are still differences in 
research results so that researchers are interested in conducting 
further studies. This research is important because companies 
must be open with information in the current era of 
globalization to reveal the company’s condition and establish 
good relationships with their environment.

2.  Literature Review

2.1. Legitimacy Theory and Stakeholder Theory

Legitimacy is important for social norms and values to 
emphasize organizations, the boundaries, and the reaction 
to these boundaries, which underline the importance 
of analyzing organizational behavior concerning the 
environment (O’Dwyer, 2002). Legitimacy theory states 
that the legitimacy of a business entity to operate in society 
implicitly depends on the social contract between the 
business entity and society. Legitimacy theory explains 
that organizations and society are very close to each other, 
and their relationship is based on a social contract (Laplane 
& Mazzucato, 2020). Ng (2018) states that the legitimacy 
theory is a combination of reactive and proactive strategies 
to anticipate demands from stakeholders and take quick 
action by presenting environmental reports that can be used 
to reduce these pressures (Reverte, 2009). Organizations, 
in general, will receive internal and external pressure from 
various stakeholders related to social and economic functions 
(O’Dwyer, 2002).

Stakeholders are groups or individuals with specific 
interests or regulators who influence the activities and 
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objectives of the company. Company activities are aimed at 
meeting stakeholder satisfaction. Axjonow et al. (2018) state 
that the company has the goal of maximizing shareholder 
prosperity. Stakeholder theory explains that the activities 
carried out by the company aim to contribute to stakeholders 
as a form of responsibility by disclosing information about 
their financial and non-financial performance (environmental, 
social, and other performance) (Uzun & Kilis, 2020).

2.2.  Disclosure of Corporate Social  
Responsibility (CSR)

Law No. 40 of 2007 states that social and environmental 
responsibility is a form of corporate social responsibility to 
the environment and the condition of the community around 
the company’s place of business (Axjonow et al., 2018). 
CSR disclosure can be interpreted as a form of corporate 
responsibility for the existence of social and environmental 
problems around the firm. Companies that disclose CSR 
optimally and sustainably are able to trigger an increase in 
firm value. Therefore, the application of CSR in the firm 
is very important (Werastuti et al., 2018; Machmuddah  
et al., 2020; Fitriani & Setiany, 2014). This provision is not 
comprehensive in nature, but has certain limitations and 
circumstances in which government regulations will further 
regulate the implementing regulations. The obligation 
to carry out social and environmental responsibility is a 
company that carries out its business activities in the field 
of and related to natural resources (Gray, 2010; Saputra, 
2020; Yusuf & Mulyani, 2020). Social and environmental 
responsibility is a company obligation that is budgeted 
and calculated as company costs, whose implementation 
is carried out with due observance of compliance and 
fairness. For Rupp et al. (2006), CSR is a form of corporate 
responsibility toward its environment for social care 
and environmental responsibility without neglecting its 
capabilities. The implementation of this obligation must pay 
attention to and respect the community’s cultural traditions 
around the location of the business activities (Gunawan et al., 
2019). CSR is a concept that a company has a responsibility 
to consumers, employees, shareholders, communities, and 
the environment in all aspects of the company’s operations. 
Based on ISO 26000 (2016), CSR is the responsibility of 
organizations to impact decisions and activities on society 
and the environment transparently and ethically, contributing 
to sustainable development. CSR is measured using the  
GRI G4 index.

2.3. Company Characteristics

Characteristics are inherent in a company, which can be 
seen from various factors, including the type of business, 
ownership structure, liquidity, profitability, company 

size, etc. (Stefan-Duicu & Stefan-Duicu, 2015). Company 
characteristics in this study will be viewed and measured 
using three factors, namely, company type, company size, 
and leverage (Castanheira et al., 2010).

A. Company type. The industry is divided into two types, 
namely, high profile and low profile. Companies 
included in the high profile industry have high 
sensitivity to intense competition, environmental 
changes, or high political risks. On the other hand, 
a low profile company is a company that has little 
influence on political risk, the level of competition, 
or environmental changes.

B. Company size. Company size is a value that shows 
the Size of the company. Company size is usually 
measured using total assets. The greater the total asset 
value, the greater the Size of the company. In more 
detail, the bigger the total assets, the more capital 
invested, the more sales, the more money turns, and 
the bigger the market capitalization, the bigger the 
company is known to the public. Total assets are a 
relatively more stable measure than other measures 
in measuring company size.

C. Leverage. The level of leverage is the company’s 
ability to settle all of its obligations to other parties. 
Companies with high leverage have more obligations 
to provide information to creditors, including 
disclosure of social responsibility. The higher the 
level of leverage, the more likely it will violate 
the credit agreement. Leverage is a measure of the 
number of assets financed with debt used to finance 
assets originating from outside parties (creditors) 
with the company’s capabilities as described by 
capital. The debt can measure the financial leverage 
ratio to Equity Ratio. DER is the proportion of total 
debt to shareholder equity. DER is used because this 
ratio describes the balance between the debt owed by 
the company and its own capital.

2.4. Company Performance

Profitability is a ratio to assess the company’s ability to 
seek profit or profit in a certain period (Paino et al., 2015; 
Verhees & Meulenberg, 2004). On the other hand, it can 
be interpreted as the company’s ability to generate profits 
or profits to increase shareholder value. The relationship 
between financial performance and corporate social 
responsibility, according to Lee (2020), is best expressed 
in terms of profitability; this is due to the view that the 
social response requested from management is the same 
as the ability required to make a company make a profit. 
The profitability achieved by the company is the impact of 
better company performance; with good performance and 
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increased profitability, management will be able to make 
CSR programs and implement and disclose information 
according to company characteristics (Kim et al., 2019). So 
that in measuring the performance variable using profitability 
(Izzalqurny et al., 2019).

3. Research Methodology

This study uses descriptive and explanatory causal 
research methods by testing one or more variables that 
cause changes in other variables or not. This study uses a 
quantitative approach, meaning that the data and analysis are 
based on numbers that are then calculated statistically. The 
meaning and conclusion of the results are also based on the 
results of statistical analysis. The type of data used in this 
study are secondary data obtained from the Indonesia Stock 
Exchange website. To produce research results that follow the 
objectives and represent the circumstances and the number of 
samples available, the researchers used a purposive sampling 
technique, namely companies that are members of the 
LQ45, consistently listed on the LQ45 always make a profit. 
Observed data are from 2017 to 2019. To be able to measure 
the variables used in this study, operationalization of the 
variables in this study consisted of four variables, as follows:

A. Company size is a scale or measure used to describe 
how big or small a company uses several criteria, 
such as total assets, or total sales. In this study, 
company size is specified. 

Company size = Ln Total Assets.

B. Company type describes the type of business run by 
the company, including the type of industry, service, 
and trade. In this study, the measurement used 
for industrial types uses dummy variables with a 
nominal scale. Dummy variables are used to classify 
high- and low-profile industries. A score of 2 is given 
to the high profile industry, and a score of 1 is given 
to the low profile industry.

C. Company characteristics are characteristics inherent in a 
business entity. One of the characteristics of a company 
is to look at its leverage. Leverage is a measure of how 
much the company is financed with debt. The leverage 
variable in this study is measured using a formula: 

DER = Total Liabilities divided by Total Equity.

D. CSR disclosure in this study uses a standard CSR 
index, which consists of 90 items. The value of CSR 
is determined by giving a value of 1 for disclosed 
items and a value of 0 for undisclosed items divided 
by the total items. The CSR formula is as follows: 

CSRDi
iX

n
�
�

� 100%

The performance variable in this study is measured 
using the profitability measure, namely, by measuring the 
return on assets (ROA), which describes how much the use 
of company assets can generate returns. The formula for 
calculating profitability or ROA is as follows: 

ROA = (Profit for the Year) / (Total Assets).

4. Results and Discussion

Equation test one (Capital Requirements) presents the 
test results for the influence of the independent variable 
on the intervening variable. Table 1 shows that for the 
variable type of company has a relationship of 23.2 and 
sig at a value of 13% with the CSR variable, the leverage 
variable has a significance relationship of 61.8% with CSR, 
and the variable company size (Size) has a relationship of 
46.5%. With the CSR variable, the test of the coefficient 
of determination in Table 1 shows an adjusted R-square 
value of 41.4%, which states that variations in the value 
of CSR can be explained by the type, leverage, and size 
variables. The remaining 48.6% is influenced by other 
variables not examined. The results of the F-test show that 
the simultaneous effect of the independent variable on the 
dependent variable is significant with a value of 0.000. The 
T-test results show the effect of the independent variables 
(type, leverage, and size) on the dependent variable of CSR; 
only the type and leverage variables have a significant effect, 
while the size variable does not affect CSR the significance 
value is above 0.005. The variable type of company has a 
relationship of 23.2 and sig at a value of 13% with the CSR 
variable, the leverage variable has a significant relationship 
of 61.8% with CSR, the variable company size (Size) has 
a relationship of 46.5%. With the CSR variable, the test 
of the coefficient of determination shows that adjusted  
R-square value of 41.4%, which states that variations in the 
value of CSR can be explained by the type, leverage, and 
size variables. The remaining 48.6% is influenced by other 
variables not examined. The F-test results, which show the 
simultaneous influence of the independent variable on the 
dependent variable, are significant with a value of 0.006.

4.1.  The Influence of Company Type,  
Leverage and Size on CSR

The results showed that the variable company type and 
leverage had a significant effect, while the size variable did 
not affect CSR. The type of company that affects CSR can be 
explained following the concept of legitimacy theory, which 
explains that companies that are sensitive to the environment 
tend to disclose higher quality social responsibility reports 
to legitimize company operations (Johnson, 2020). The 
type of company that can negatively impact the surrounding 
community requires information on its condition in its 
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Table 1: The Results of Multiple Linear Regression Analysis

Model
Unstandardized 

Coefficients Standardized 
Coefficients T Sig.

Collinearity Statistics

B Std. Error Tolerance VIF

Constant 0.436 0.264 1.653 0.102
Type 0.064 0.034 0.241 1.895 0.061 0.958 1.671
Lev –0.001 0.009 –0.016 –0.095 0.924 0.362 2.761
Size –0.017 0.011 –0.201 –1.635 0.106 0.639 1.566
CSR –0.016 0.214 –0.010 –0.074 0.941 0.566 1.765
Adjusted R square 0.414
R Square 0.434
F 22.705

accountability report. Research in line with O’Dwyer (2002) 
explains that environmentally-sensitive industry, investor-
oriented industry, return on assets, return on equity, net 
profit margin have a positive effect on the transparency of 
sustainability reports (Perdana et al., 2020). Also, Istianingsih 
et al. (2020) state that the practice of social disclosure of 
high-profile industrial groups is higher than low-profile 
industrial groups.

Furthermore, leverage on CSR has a significant effect 
because leverage is defined as debt to external parties, which 
the company must be able to pay off (Lee, 2020; Sunani  
et al., 2015). The greater the company’s debt, the greater 
the risk will be; therefore, companies with much debt must 
provide the information. This research is in line with Kim 
et al., (2019), which concluded that leverage affects CSR 
disclosure. Meanwhile, company size does not affect CSR, 
it can be explained that company size is widely used to 
explain corporate responsibility to external parties because 
large companies will have many risks compared to small 
companies, but in this study, it is the opposite, both large 
and large-scale companies (Liu & Zhang, 2017). Small 
companies are required to present an accountability report, 
but they are still voluntary in their disclosures, so that this 
reason is assumed to have no effect on company size on CSR 
disclosure. The results of this study do not support (Axjonow 
et al., 2018) that Size affects CSR disclosure.

4.2.  The Influence of Company Type,  
Leverage and Size on ROA

The influence of company type, leverage, and size 
on ROA does not have any of these variables that affect 
(Ardiyanti & Supriadi, 2018). Whether it is a big risk or not, 
the type of company must maintain its good performance to 
increase its profit. However, the type of company, large and 

small, does not affect its performance. It can be caused by 
the fact that the company does not pay attention to conditions 
and the environment that endanger the community and can 
cause conflict. This study supports the results of Ardiyanti 
and Supriadi (2018). Leverage in this study does not affect 
ROA, leverage is a measure of the company’s dependence 
on creditors who provide financing related to company 
assets, but it does not affect company performance, meaning 
whether high leverage or not, the company’s performance 
must increase. This study does not support Izzalqurny et al. 
(2019) findings. Size does not affect company performance; 
this can be due to the use of company assets not optimized 
for profit. The results of this study do not support Iqbal  
et al. (2019) research.

4.3. The Influence of CSR on ROA

The results of the study concluded that there was no 
effect of CSR on ROA. CSR disclosure does not improve 
company performance as assessed by ROA (Farimani & 
Yazdi, 2015). The community demands companies to be 
able to hold CSR activities, but many companies do not care 
and have awareness about the sustainability of the company, 
which is implemented with CSR activities. By carrying out 
CSR activities, it will directly have an impact on reputation 
and increase performance. This study does not support  
Lee (2020) that CSR increases the company’s social value 
and reputation and increases the company’s profitability  
and performance.

5. Conclusion 

The results of the research, which aims to analyze the 
effect of company characteristics on CSR disclosure that 
have an impact on company performance, using multiple 
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regression analysis, shows that the company characteristics 
are proxied by company type, leverage, and company size; 
there are only two variables that affect CSR disclosure, 
namely, the type of company. Company size does not 
affect CSR disclosure, and CSR disclosure variable does 
not affect company performance as proxied by ROA. Firm 
characteristic variables consisting of firm type, leverage, and 
firm size do not affect company performance.
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