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Abstract: The objective of this research is to find empirical evidence about the effect of ownership structure on
corporate social responsibility disclosure. This research uses non-financial companies that consistently listed in
Indonesia Stock Exchange from the year 2013 to 2017. Samples are obtained using purposive sampling method,
in which 62 companies listed meet the sampling criteria; resulting 310 data available are taken as sample. Multiple
linear regression and hypothesis test are used as data analysis method of this research. This research result shows
that managerial ownership positively affect corporate social responsibility disclosure, while other ownerships
(foreign ownership, institutional ownership and government ownership) have no effect on corporate social
responsibility disclosure. The result indicates that reducing agency problem with increased managerial ownership
is effective on increasing corporate social responsibility disclosure in Indonesia.
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Abstrak: Tujuan penelitian ini adalah untuk memperoleh bukti empiris mengenai dampak struktur kepemilikan
perusahaan terhadap pengungkapan tanggung jawab sosial. Penelitian ini menggunakan seluruh perusahaan non-
keuangan yang terdaftar di Bursa Efek Indonesia tahun 2015 — 2017. Sampel dipilih menggunakan purposive
sampling, dimana 62 perusahaan non-keuangan memenuhi kriteria dan menghasilkan 310 data tersedia untuk
dijadikan sampel. Penelitian ini menggunakan regresi linier berganda dan penguijian hipotesis sebagai bagian dari
analisis data. Hasil dari penelitian ini menunjukkan bahwa hanya kepemilikan managerial yang memiliki pengaruh
terhadap tanggung jawab social perusahaan, sedangkan kepemilikan lainnya (kepemilikan asing, kepemilikan
institusi dan kepemilikan pemerintah) tidak memiliki pengaruh terhadap perusahaan non-keuangan di Bursa Efek
Indonesia.

Kata kunci: Struktur kepemilikan, pengungkapan tanggung jawab sosial perusahaan, teori keagenan, Indonesia

INTRODUCTION stakeholders. Companies need to get
legitimacy to assure their business

The urgency of making corporate sustainability. =~ As  corporate  social

social responsibility disclosure is recognized responsibility disclosure is crucial, corporate
since the emergence of legitimacy theory. owners are trying to increase corporate social
According to legitimacy theory, companies responsibility disclosure. However, not all
need to disclose their corporate social types of owners can increase corporate social
responsibility activities to get legitimacy from responsibility disclosure effectively. This
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paper analyzes which type of owners can
increase Indonesian companies’  social
responsibility disclosure effectively.

In Indonesia, listed companies are
mandated to make corporate social
responsibility disclosure (UU No.40/-2007).
However, there is no standard of the type of
information that should be disclosed in
corporate social responsibility disclosure and
to what extent they should disclose. Thus, the
extent of corporate social responsibility
disclosure depends on corporate owners’
decision.

Previous researches have analyzed
the effect of corporate ownership on
corporate social responsibility disclosure
(Sufian and Zahan 2013, Swandari and
Sadikin 2011, Al-Garmh and Al-Dhamari
2016). However, existing researches only
analyze several types of corporate
ownership. For example, Sufian and Zahan
(2013) analyze foreign ownership; Swandari
and Sadikin (2011) analyze managerial
ownership, institutional ownership, and
foreign ownership; Al-Garmh and Al-Dhamari
(2016) analyze government ownership.
Because the types of corporate owners in
Indonesia are diverse, it is important to
analyze the effect of all types of corporate
ownership on corporate social responsibility
disclosure. Analyzing just several types of
ownership will give partial understanding on
the effect of types of ownership on
Indonesian companies’ social responsibility
disclosure. Thus, the purpose of this paper is
to get empirical evidence of the effect of all
types of owners (foreign ownership,
managerial ownership, institutional
ownership, government ownership) on
corporate social responsibility disclosure.

Legitimacy Theory

The legitimacy theory says that
companies are bound by social contracts that
represent the explicit or implicit expectations

held by the society regarding how an
organization should operate (Deegan and
Blomquist, 2006). In order to survive in the
society where it is located, the organization, in
this case is a company, must meet society
expectations. If the company does not meet the
expectations, the company is threatened by its
legitimacy (Dowling and Pfeffer, 1975). As a
result, the company cannot continue its
operations due to community demands to meet
its expectations.

Corporate social responsibility is one
way to gain corporate legitimacy. Although the
community, including the government, has
demanded and required companies (listed on
the Indonesia Stock Exchange) to carry out
social responsibility and disclose it, the content
of the disclosure of social responsibility is not
regulated. Companies must express more than
the expectations of society to get legitimacy.

Agency Theory

Agency theory is a theory that defines
the relation between the principal and agent.
Jensen and Meckling (1976) define the
relationship between agent and principal as a
contract under which one or more persons (the
principal) engage another person (the agent) to
perform some service on their behalf, which
involves delegating some decision making
authority to the agent. The problems in agency
model are with the separation of ownership and
control of the company that can make
managers only serve their own interests. If the
owners of the corporation are not directly
involve in managing the company, it will be hard
for them to spend their time monitoring and
evaluating managerial decisions.

Ohetal. (2011) argue that even if some
minor shareholders were willing to monitor
managerial decisions, they would not have any
means of affecting corporate decision making
because they would not have the voting power
on the board. However, it is expected more
active  monitoring and intervention of
shareholders into corporate decision making
when some group of large shareholders own
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significant amounts of equity. These
shareholders include the foreign and domestic
institution, company management, and
government who owns share in the company.
According to Sari et al (2011), CSR activity can
bring benefit for management in ways that they
can disclose company CSR program in order to
get positive review from the shareholders.

Foreign Ownership and Corporate Social
Responsibility Disclosure

Foreign ownership brings the practice
of Western-style management practice. The
current trends of corporate social responsibility
implementation have been largely influenced
by Western-style management practice (Oh et
al. 2011). Thus, it is assumed that foreign
owners increase level of social engagement. As
level of social engagement increases, the level
of corporate social responsibility disclosure
also increases. In addition, foreign investors
are likely to choose an investment that can
reduce or avoid legitimacy risks (Lee et al.
2017). Therefore, foreign investors will push
companies to make social responsibility
activities. Because of high information
asymmetry faced by most foreign investors,
foreign investors will push companies to
disclose their social responsibility activities as
complete as possible. Previous researches find
that foreign ownership has positive association
with corporate social responsibility disclosure
(Oh et al. 2011, Dissanayake et al. 2016, Said
et al. 2009)
H4: Foreign Ownership has positive effect on
Corporate Social Responsibility Disclosure

Managerial Ownership and Corporate Social
Responsibility Disclosure

Managerial ownership will able to
reduce agency conflicts that arise between
shareholders and managers since both the
agent and principal interest are aligned (Paek
et al 2013). According to  agency theory,
managers have their own interest which may
not increase shareholders’ wealth (Jensen and
Meckling 1976). If the managers own significant
equity, they are more likely to make decisions
maximizing the shareholders’ value (McConnell

and Servaes 1990). Because corporate social
responsibility increases companies’ legitimacy,
corporate social responsibility increases firm
value (Orlitzky et al. 2003). In order to get
legitimacy, companies should disclose their
corporate social responsibility activities as
much as possible. Previous researches find
that managerial ownership has positive
association with corporate social responsibility
disclosure (Susanto 2019, Khan et al 2013,
Said et al 2009).

Ha: Managerial Ownership has positive effect
on Corporate Social Responsibility Disclosure

Institutional Ownership and Corporate
Social Responsibility Disclosure

Institutional ownership itself refers to
the share ownership in a company by
institutional investor like insurance company,
bank, pension fund, and other companies
(Nuraina  2012). Because institutional
ownership has substantial power voting power,
institutional  ownership is influential in
companies’ decision making (Susanto &
Joshua 2018, Shleifer and Vishny 1997).
Because institutional owners often own
significant ownership in companies and cannot
easily sell their shares, they are likely to be
more attentive to the firm’s strategic decisions
than other shareholders. Because institutional
owners will have companies’ stock in a long
time, they will focus on companies’ long run
strategy. Corporate social responsibility is one
of companies’ long run strategy. Therefore,
institutional owners will increase companies’
social responsibility and push them to increase
social responsibility disclosure to ensure
companies survival. Previous researches find
that institutional ownership has positive
association with corporate social responsibility
disclosure (Majeed et al. 2015, Cox et al. 2017)
Hs: Institutional ownership has positive effect
on Corporate Social Responsibility.

Government Ownership and Corporate
Social Responsibility

Indonesian government has been
really attentive to  corporate  social
responsibility. It is shown in the increasing rule
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of corporate social responsibility that
government has made, such as UU no 40/2007,
UU no 28/2007 and the latest is POJK 51/2017.
Government-owned companies will be pushed
by government to do social responsibility
activities and disclose them.

Government has the ability to
encourage the management of these
companies in making and run program that can
benefit its surrounding community and society.
Guo et al. (2019), who creates a comparison
between state-owned company and non-state-
own company in China find that companies
which are fully owned and partially owned by
government have a significant positive impact
on CSR. This result is attributed to the
magnitude of government'’s coercive power as
owners in government-owned companies.

According to Rudyanto (2017),
government's power as owners affects
corporate social responsibility disclosure in two
ways. First, government can impose corporate

social responsibility regulation more on
government owned companies. Second, state-
owned companies are more politically-visible
companies and thus need more corporate
social responsibility disclosure.  Previous
researches find that government ownership has
positive association with corporate social
responsibility disclosure (Li and Zhang 2010,
Rudyanto 2017, Mohd Ghazali 2007).

Ha4: Government Ownership has effect on
Corporate Social Responsibility

RESEARCH METHOD

The population in this research is non-
financial companies listed in Indonesia Stock
Exchange from the year 2013 to 2017.
Sampling selection procedure produces 62
nonfinancial companies, resulting in a total of
310 observations. Table 1 shows the criteria
used based on purposive sampling method.

Table 1 Sample Selection Procedures

No Criteria Description Number of Number
Company of Data
1 Non financials companies that consistently listed in 393 1965
Indonesia Stock Exchange from 2013 to 2017
2 Non financials companies whose fiscal period do not (5) (25)
end on 31 December
3 Non financials companies who do not publish annual (3) (15)
reports consistently from 2013 to 2017
4 Non financials companies that do not use Indonesian (78) (390)
Rupiah consistently from 2015-2017
5 Non-financial companies that are not consistently (117) (585)
profitable during the period of 2013 to 2017
Final Sample 62 310

In order to measure corporate social
responsibilities, this research uses corporate
social responsibility index which has been used
in previous research. The index is based from
prior study by Khan et al. (2013) that applied a
list of 20 CSR items with 5 categories which are
community involvement (3), environmental (1),
employee information (9), product and service
information (6), and value added information (1).

A dichotomous procedure is applied: if an item is
disclosed in the CSR information, the company
will be given score 1 and 0 if it is not disclosed.
Foreign ownership is the portion of the company
that owned by foreign institutions (Swandari and
Sadikin 2017). Managerial ownership is the total
percentage of the company shares that are
being held by the manager of that same
company (Swandari and Sadikin 2017). The
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institutional ownership is the percentage of
ownership owned by the local Institutions such
as insurance company, pension fund, and others
type of company (Nuraina 2012).

Government share ownership is the
number of stocks owned by the government. By
owning of these stocks, government have the
ability to put key figures that can affect the
company's decision making (Hartikayanti and
Siregar 2018). Based on studies by Said et al.
(2017), government ownership is measured by
the proportion of ordinary shares owned by the
government.

This study uses companies’ financial
characteristics as control variables. The financial
characteristics used as control variables are firm
size, profitability, and leverage (Oh et al 2011,
Rudyanto 2017). Firm size is calculated with the
natural log of total assets (Swandari and Sadikin
2017) Profitability is measured by ROA
(Swandari and Sadikin 2017). According to
Moussu and Ohana (2016), leverage can be
measured with debt ratio which is calculated
from total debt divided by the total asset.

This study uses multiple regression
model to test the effect of corporate ownership
on corporate social responsibility disclosure.
This study uses 5% error to decide the effect of
independent variables on dependent variable.
Multiple regression model used is as follow:
CSR =0+ 31 (FOREIGN) + B2(INST) + 33 (MNJ)
+ P4(GOV)+ PB5(AGE) + P6(LNSIZE) +

B7(PROFIT)+ B8(LEV) + ¢ (1
Information:

a . Intercept
$1,2,3,4,5,6,7 : Variable coefficients
CSR : CSR index

FOREIGN : Foreign Ownership
MNJ : Managerial Ownership
LNSIZE : Firm Size

PROFIT : Profitability

LEV : Leverage

AGE : Firm Age

e : Error

RESULT AND DISCUSSION

Table 2 describes descriptive statistic
result and Table 3 describes multiple regression
test result. Descriptive statistic result shows that
percentage of managerial ownership in the
sample is really small, only 2% on average. The
maximum value of government ownership is
72%. However, the average is just 4%. These
numbers show that there are just a few
companies having government ownership but
the magnitude of government ownership is huge
in those companies. The other types of
ownership are distributed evenly.

Before doing multiple regression test,
this study has performed classical assumption
tests and there is no classical assumption
problem. Table 3 shows multiple regression test
result. Foreign ownership has the significant
value of 0,074 which is more than error (a=0,05).
The result shows that Has is not accepted, which
means foreign ownership (FOREIGN) do not
affect corporate social responsibility disclosure.
Most of the studies show that foreign ownership
influences on CSR. However studies in
Indonesia show otherwise. Research by
Swandri and Sadikin (2017) with same
conclusion explain that foreign investor feels
indifferent towards CSR since they only invest in
Indonesia company for mere economic benefit.
Park et al. (2014) also argued that multinational
companies with foreign direct investment
activities are often too vitalized and excessive
with their focus to dominate the market they
enter. Because of that, CSR becomes an aspect
that considered less by the foreign institution.
Foreign investors usually own a considerable
portion of equity in the company they invest in
and based on stakeholder salience theory,
stakeholders with more power are likely to have
a greater influence on asserting their interest to
the management.
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Table 2 Descriptive Statistic Result

Variable N Minimum Maximum Mean Std. Deviation
CSR 310 0,25 0,95 0,661 0,162
LNSIZE 310 25,62 32,92 28,85 1,675
PROFIT 310 0,045 41,502 7,424 7,041
LEV 310 7,382 122,019 45,377 20,222
FOREIGN 310 0,000 93,784 20,414 24,801
MNJ 310 0,000 33,844 2,804 4,956
INST 310 0,000 91,130 46,967 26,644
GOV 310 0,000 72,405 4,762 16,931
AGE 310 1 36 15,79 9,074
Table 3 Multiple Regression Test Result
Variable Coef. Sig. Decision Conclusion
FOREIGN 0,001 0,074 Ha1 Not Accepted No Effect
MNJ 0,007 0,000 Ha; Accepted Has Effect
INST -0.001 0,246 Has Not Accepted No Effect
GOV 0,001 0,197 Has Not Accepted No Effect
AGE 0,000 0,651
LNSIZE 0,046 0,000
PROFIT 0,002 0,167
LEV 0,000 0,253
Adjusted R2 0,286
F 16,495
Sig 0,000

Dependent Variable: CSR
Source: Data output SPSS 23

Managerial ownership (MNJ) has the
significant value of 0,000 which is less than error
(a=0,05). The result shows that Ha, can be
accepted, which means managerial ownership
(MNJ) have effect on corporate social
responsibility disclosure. With the manager
having a significant portion of equity, theirs
interest will become aligned with the interest that
company owners normally have. Soliman et al.
(2012) mention good management theory
implies that firm value will increase as the
company socially become more responsible and
since the manager interests are aligned with
company owner, it is in the managers best
interest for the company value to keep growing
over the time. By relying on this notion, the

increase of firm value will end up becoming an
incentive for managers to more active in
engaging CSR activity.

The variable institutional ownership
(INST) has the significant value at 0.246 which
is more than the value of alpha (0=0,05). The
result shows that Has is not accepted, which
means institutional ownership does not affect
corporate social responsibility disclosure. It is
because institutional investor will more
indifferent if the company which they invest in
are taking action that they deem unnecessary.
While institutional investors do not oppose CSR
program, they are more interested in fair
business practice and product improvement as a
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factor in making investment decisions (Swandri
and Sadikin 2017, Teoh and Shiu 1990).
Government  ownership has the
significant value of 0,197 which is more than the
value of alpha (a=0,05). The result shows that
Has cannot be accepted, which means
government ownership size (GOV) doesn’t have
effect on corporate social responsibility
disclosure. Many studies as mentioned in the
previous chapter suggest that government
owned companies most likely to have CSR as a
result of pressure from their government owners.
However, Marcus and Qian (2013) argue that
government owned company receive support or
even protection from the government agencies
that have founded them. CSR can be used by
manager to create good image to be selected
again by government. However, in Indonesia the
process of choosing candidates  for
management  positons  need  political
connection.  Knowing government owned
companies have the most political power and
connection, the need to use CSR activities and
disclosure to seek preferred status and
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