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CHAPTER V 

CONCLUSION 

 

A. Conclusion 

The first objective of this study is to establish the CSRD status of 

Indonesian PLCs. The data analysis using the period of 2007-2012 which the 

involvement and disclosures of CSR activities are improving gradually. The 

highest disclosure theme is community involvement, followed by employees 

relations, environment dimension, and finally product. Most of the Indonesian 

PLCs disclose their CSR activities in general statement terms which the 

information of the CSR that the companies provide is limited. However, the 

information of the CSR which the companies disclose increasing since 2007, 

which in that year, the government stated a law about the CSR. 

The second objective of this study is to examine whether there are any 

relationships between CSRD and its dimensions and IO. The information of 

companies’ involvement in CSR activities is represented by the CSRD in 

companies’ annual reports. The findings of the longitudinal data analysis in 

this study show that CSRD is positive and significantly related to IO. This 

findings result reveal that institutional investors tend to consider the social 

performance of companies in selecting portfolio investments. This finding is 

consistent with the findings of prior studies that indicate investors consider 

social disclosure in their investment decision (Milne and Chan, 1999). Their 
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choices avoid or exclude those companies with poor social performance. 

Numerous investors believe that the more the companies are socially 

responsible, the safer their investment (Mahoney and Roberts, 2007). 

According to the finding, a general confirmation can be made that, 

this study has proven a positive and significant relationship between CSRD 

and IO. This confirms that increased active involvement and promotion of 

CSR activities brings together the interests of stakeholders, therefore having a 

positive on IO, the CSRD by Indonesian companies can be used to attract 

institutional investors to actively invest in Indonesian PLCs. 

The results of this study however show that among the CSR 

dimensions, institutional investors are less concerned with companies 

engaging in community contribution practices and those related to the 

environmental exposure in which the company operates. The lack of concern 

could be due to the assumption that neither activity has direct impact on the 

investment portfolios of these institutional investors. Nevertheless, 

institutional investors are not totally opposed to companies that are involved 

in social activities (Milne and Chan, 1999; Teoh and Shiu, 1990). Hence, 

companies can improve their advantage in social performance through 

proactive promotion and the recruitment of managers who are concerned with 

environmental protection (Simerly, 1995). However, institutional investors 

respond positively to the employee relations and product dimensions. This 

indicates that institutional investors appreciate fair managers who assist in 

attracting and maintaining the best workforce, and are concerned with product 

quality and safety. 
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B. Limitation of the Research 

Certain limitations of the study and recommendations on how to 

overcome them are explored in this section. First, the study utilizes the 

content analysis method which according to prior studies is subject to human 

error as the study uses judgment to explore what represents CSRD (Abdul 

Hamid, 2004; Thompson and Zakaria, 2004; Mathews, 1997; Hackston and 

Milne, 1996).  

This study pays attention to only information which is disclosed in 

firms’ annual reports although it is known that firms also utilize other mass 

communication mechanisms. Hence, future research may consider disclosures 

in other media such as firms’ stand-alone reporting, in-house magazines, 

newspapers, and web-sites. The sample size in this study, taken from the 

companies listed in KEHATI-SRI Index, is also as limitation for the 

generalization of the findings.  

 

C. Managerial Implication 

The institutional owners or the investors can use this study as the 

reference when they investing, the companies that have a transparency with 

the CSRD in the annual report usually done a lot of CSR program which 

those companies tend to create the company’s image in the society, those 

image in the society can create a market power which can be promising in 

managing the company’s future market. The companies can use this study as 
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the reference in doing the CSR and the information companies need to 

disclose in the companies’ annual report to attract the investors to invest in 

those company. The other researchers can use this study as the reference in 

doing the next research using better data with hope that company will 

disclose more information in the company’s annual report about the CSR. 

 

D. Suggestion 

The findings suggest that policy-makers especially the Security 

Commission should consider the need to establish CSRD requirements that are 

beneficial to the stakeholders. The Security Commission may consider 

providing criteria to measure social performance as well as establishing a 

social performance ranking for PLCs in Indonesia. This ranking could be used 

as a benchmark target for PLCs in Indonesia and simultaneously provide a 

general standard to evaluate other companies engaging in CSR activities. The 

introduction of such criteria might not only be of assistance to company 

managers who find it difficult to measure the success of their own CSR 

policies, it can also be used to attract investors especially ethical investments 

that have grown rapidly in recent times. Future empirical studies concerning 

the relationship between CSRD and IO are expected to increase rapidly if a 

general evaluation standard for CSR activities by PLCs in Indonesia is made 

available. 

The diversification of IO in future studies can be considered. There are 

two categories of institutional investors, namely short- and long-term ones. 
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Both have a different orientation towards companies’ involvement in CSR 

activities (Cox et al., 2004). These different categories of institutional 

investors are likely to demonstrate different investment behaviors and pursue 

varied objectives that are subject to various conditions and constraints. Hence, 

it may help companies attract appropriate institutional investors with their 

respective orientation of investment.  
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