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Abstract  The concept of corporate social responsibility 

(CSR) has gained much attention and has been currently 

practiced by many companies. This study examined the 

role of CSR disclosure as a signal on the corporate liquidity 

in creating value for the firms. We examined the effects of 

moderation using subgroup analysis on a sample of 77 

manufacturing sector firm that listed on IDX with three 

years data observations. By using the Chow test, the results 

show that CSR disclosure is related with firm value in 

non-financial constraints (NFC) firms compared to 

financial constraints (FC) firms. However, the two groups 

of companies have opposite effects. Companies with 

non-financial constraints have a positive direction while 

the other group has no specific pattern for the FC sample. 

The empirical evidence showed that firms with financial 

constraints report less information about their CSR 

activities than firms with non-financial constraints. Our 

findings suggest that company with non-financial 

constraints can confidently and strategically increase CSR 

investment to enhance firm value. However, the company 

with financial constraints needs to carefully examine the 

effects of CSR on firm value when making CSR-related 

decisions. 

Keywords  Corporate Social Responsibility Disclosure, 

Financial Constraints, Firm Value, Liquidity 

 

1. Introduction 

Mandatory and voluntary Corporate Social 

Responsibility (CSR) disclosures can make a difference in 

nature and extent of reporting between companies. From 

time to time, each country issues mandatory reporting 

provisions including disclosure regulations that result in 

increasing numbers of disclosures becoming more diverse 

in each country [1]. In Indonesia, CSR activities have 

begun to be regulated in UU No.40/ 2007 concerning 

Limited Companies. Article 74 paragraph 1 states that 

limited companies that conduct business in the field 

and/or concerned with natural resources are required to 

carry out social and environmental responsibilities. 

Another regulation that incorporates CSR is UU No.25/ 

2007 at Article 15 (b). This act states that every investor is 

obliged to carry out social responsibility. However, the act 

has not yet confirmed how companies must report CSR 

activities until the government issues Government 

Regulation No. 47 of 2012 concerning Corporate Social 

and Environmental Responsibility. Article 6 of this 

regulation requires the implementation of social and 

environmental responsibility to be contained in the 

Company's annual report and accounted for the General 

Meeting of Shareholders. That year has become a 

milestone for CSR reporting requirements for corporate 

companies. Not much research has focused on the effects 

of disclosure in the early days of CSR reporting. In 

addition, this study wants to contribute to how the effects 
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of CSR disclosure at the time of reporting regulations are 

issued. 

At present, CSR has developed as a corporate strategy 

to maintain business continuity. It can be said that CR 

reporting has become a major business practice worldwide. 

According to the KPMG [2] Survey, almost three-quarters 

(71 percent) of the 4,100 companies surveyed reported 

CSR. Other findings show that Corporate Responsibility 

(CR) reporting in the Asia Pacific has increased 

dramatically over the past two years. Nearly three-quarters 

(71 percent) of the companies based in the Asia Pacific 

now publish CR reports, an increase of 22 percent since 

2011 when less than half (49 percent) did so. The highest 

CR growth since 2011 was seen in India (+53 percent), 

Chile (46), Singapore (37), Australia (+25), Taiwan (+19) 

and China (+16). Besides, more than half percent (51 

percent) of companies disclose CR information in their 

annual financial statements. This is a drastic increase 

since 2011 (when only 20 percent did it) and 2008 (only 9 

percent). The direction of development of CR is now more 

visible because some companies now disclose CR data in 

their financial statements. Therefore, this can be 

considered a global standard practice. 

CSR disclosure is a means for companies to 

communicate CSR efforts that have been carried out both 

mandatorily and voluntarily. Companies express CSR 

because stakeholders care about social and environmental 

issues [3]. Companies allocate considerable resources to 

disclose extensive information about CSR issues either in 

annual reports or in self-contained reports such as 

Sustainability Reports. Research conducted by Hill et al. 

[4] found that in the long run, companies committed to 

CSR experienced a very significant increase in share 

prices compared to companies that did not practice CSR. 

Bajic & Yurtoglu [5] who used a sample from 35 

countries over the 2003-2016 period found a significant 

economically relationship between the overall size of CSR 

and firm value. Whereas in Japan, Kumarasinghe et al. [6] 

research found that the more companies disclose CSR 

about labor, human rights and product safety and health in 

the company's annual report, the more it results in higher 

levels of financial performance and market performance. 

But on the contrary, research by Crisostomo et al. [7] 

through the estimation of econometric models shows the 

tendency of negative CSR effects on firm value in Brazil. 

Likewise, Jitmaneeroj [8] who used US company data 

between 2002 and 2014 found inconsistent evidence of the 

direct relationship between each CSR proxy and firm 

value. The relationship between CSR and corporate values 

is still inconclusive and varies between countries.  

In Indonesia, which is a developing country, CSR 

research on firm value also shows inconsistent results. 

Gunawan and Utami [9] prove that CSR disclosure has a 

positive impact on the company's value in the future. 

Likewise,, Rustiarini [10], and Murwaningsari [11] 

concluded that the long-term stability and prosperity of 

the company can be obtained if the company carries out 

social responsibility of the community. But the opposite 

results are shown by research by Nurlela and Islahuddin 

[12], and Tjia and Setiawati [13]. Their research 

concluded that disclosure of Corporate Social 

Responsibility does not affect the value of the firm. The 

results of this study show a variety of relationships 

ranging from positive, negative or no relationships at all. 

Hence, the direction of the research is still on whether 

there is a relationship between CSR reporting with firm 

value but most are not able to reveal how the relationship 

is [14]. 

Most prior research has focused on the relationship 

between CSR initiatives and corporate value that result in 

inconsistent findings. This phenomenon provides an 

incomplete understanding of the relationship and triggers 

the existence of potential contingency factors. Although it 

is still limited, some researchers have begun to look for 

the causes of these inconsistent relationships. Several 

studies prove the existence of contingency factors such as 

industry, company status and family ownership [15 - 16].  

Lee and Park [15] shows that hospitality company CSR in 

Korea has a simultaneous and positive relationship with 

financial performance both profitability and firm value, 

but for casino companies, the results show CSR does not 

have a simultaneous effect on financial performance. In 

China, Liu and Zhang [16] show that the effect of 

disclosure CSR information is significantly negative to the 

company's long-term value, but when interacting with the 

company's status, the results are different, namely 

interactive between CSR disclosure and state-owned 

companies showing positive signs, while the Central and 

Western regions (AREA) results in negative interactions. 

In France, Nekhili et al. [17] show that financial 

performance market-based ideas, measured by Tobin's q, 

are positively related to CSR disclosures for family 

businesses but negatively related to CSR disclosures for 

non-family firms. 

We use financial constraints as a contingency factor. 

We believe that there are similarities in the perspectives of 

shareholders and stakeholders in viewing CSR. External 

parties viewed the CSR program as an investment 

decision taken by the manager. This investment decision 

is related to financing factors which in the long run can 

affect company liquidity. Empirical evidence shows a link 

between investment decisions and funding decisions. 

Early research Fazzari et al. [18]; Vogt [19]; Kaplan & 

Zingales [20]; Cleary [21]; Almeida et al. [22] find that 

there is a relationship between liquidity and company 

investment decisions in the United States. The same result 

was discovered by Hoshi et al. [23] in Japan. 

CSR initiatives are a corporate strategy and part of an 

investment decision. The company's ability to implement 

CSR and disclose it to the public is a sign that the 

company has financial strength, especially internal 

financing. Therefore, external parties will capture CSR 
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disclosure as a signal of corporate liquidity. When 

companies have financial constraints, the effect of CSR 

disclosure on firm value will be weaker. Conversely, 

when companies have internal financial strength (financial 

flexibility), the impact of CSR disclosure will be stronger 

for the value of the firm. This study aims to investigate 

that financial constraints can influence the relationship 

between CSR disclosure and firm value. This research has 

the following contributions. First, this study wants to 

examine that companies use CSR disclosure as a signal of 

corporate liquidity. Second, this study shows that 

companies with financial constraints must examine the 

effect of CSR disclosure on the value of their company 

when they make decisions about CSR. Third, 

understanding the moderating effects of financial 

constraints on CSR disclosure not only helps to put a 

conclusion on the CSR literature in the right context but 

also provides new insights into appropriate CSR issues. 

2. Literature Review 

2.1. Signaling and Corporate Social Responsibility 

For public companies, effective and appropriate signals 

enable them to improve their performance in the capital 

market [24]. The signal can be in the form of positive and 

trustworthy information reducing uncertainty about the 

company's prospects to increase the company's credibility 

and success. In signaling theory, a signal is effective if it 

has two central premises namely the signal must be 

observable or known in advance, and the signal must be 

expensive or difficult to replicate. CSR is a real activity at 

the same time expensive and difficult to imitate because 

CSR is an investment decision for managers whose 

implementation requires resources and sources of funds. 

Companies that have financial constraints or financial 

constraints will find it difficult to maintain CSR programs 

in the long run. CSR implementation has an impact on 

company liquidity. 

Disclosure of social responsibility by the company is 

expected to increase the value of the firm and be a signal 

about the company's concerns and prospects going 

forward to external parties. Ball and Brown [25] state that 

changes in stock prices move under investor expectations 

so that it will affect the behavior of investors in making 

decisions. The valuable information is the company's CSR 

disclosure, while investor’s behavior is the investor's 

response to the announcement of the company's annual 

report. Research that links CSR disclosures to corporate 

value is conducted by Rustiarini [10], Murwaningsari [11], 

and Andayani et al. [26]. Their research supports the 

hypothesis that the level of disclosure of CSR information 

in the company's annual report increases the value of the 

firm. 

Through CSR activities, companies contribute to 

economic development and improve the quality of life of 

their workforce, their families, the local community and 

the wider community. In their meta-analysis of a large 

number of academic studies, Orlitzky et al. [27] found a 

positive relationship between CSR performance and 

financial performance. CSR activities are likely to 

improve financial performance through various channels 

such as improving the brand image improve relations with 

regulators and relations with creditors [28 – 30]. 

Cheng et al. [30] examined whether CSR strategies 

affect a company's ability to access finance in the capital 

market. Although it has been debated in the past which 

CSR can impose unnecessary costs on a company that can 

hamper its ability to access capital. The results of their 

research are the opposite: companies with better CSR 

performance face lower capital constraints. This negative 

relationship between CSR performance and capital 

constraints is manifested through the explanation that 

companies with better CSR performance will more openly 

disclose their CSR activities and consequently become 

more transparent and accountable [31]. A higher level of 

transparency reduces information asymmetry between 

companies and investors, thereby reducing perceived risk. 

Also, companies with better CSR performance who prefer 

to disclose their CSR activities to the market can be a 

differentiator with others [32]. 

2.2. Investment Decision and Liquidity 

Investment decisions are an important factor in the 

company's financial function. Fama [33] states that the 

value of a company is solely determined by investment 

decisions. This opinion can be interpreted that the 

investment decision is important because it relates to 

achieving the company's goals, namely maximizing the 

prosperity of shareholders. Theodoulidis et al. [34] 

provide useful insights that the way stakeholder 

management practices, which are expressed as CSR 

activities, interact with corporate strategy and corporate 

financial performance. The investment decision in this 

study is capital expenditure for CSR activities. 

The decision to allocate capital to investment proposals 

whose benefits will be realized in the future must be 

carefully considered. As a result of uncertainty in the 

future, the benefits obtained will be uncertain, so the 

investment proposal contains risks. Consequently, 

investment proposals must be evaluated and linked to the 

risks and expected outcomes. Villarón-Peramato et al. [35] 

obtained evidence that is confirmed in the context of 

asymmetric information, limited rationality, and different 

interests, the use of debt as a control mechanism for the 

looseness of manager's policies. In other words, CSR 

practices can be used by managers as a defense and 

self-defense strategy to reduce the possibility of being 

identified by shareholders and stakeholders whose 

interests have been damaged. 
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According to Modigliani and Miller [36], in perfect 

market conditions there is no relationship between 

investment decisions and funding decisions. However, 

empirical evidence shows the relationship between 

investment decisions and funding decisions. In this case, 

there is a relationship between the level of liquidity and 

the level of investment in many companies. Moyen [37] 

shows that there is a relationship between liquidity and 

investment decisions in companies in the United States. 

Empirical evidence in Indonesia is shown by Agung [38], 

Kristianti [39], Deni et al. [40] and Hermeindito [41] who 

find that liquidity is positively related to investment 

decisions. In contrast, Prasetyantoko [42] in his research 

showed that liquidity is negatively related to investment 

decisions. 

2.3. Financial Constraints 

Financial constraints are the company's limitations in 

getting capital from sources of funding available to invest. 

Kaplan and Zingales [20] state that financial constraints 

occur when companies face the difference between capital 

costs from internal funding sources and capital costs from 

external funding sources. Basically, company managers 

prefer to use internal funds to finance investment. 

Investment decisions to use internal funds can avoid 

oversight from shareholders or external parties [43]. 

Companies that have a financial constraint mean having 

financial constraints to make investments. Companies 

with financial constraints have a high sensitivity to 

internal funding [18]. Conversely, companies that do not 

have financial constraints have high financial flexibility 

and are easier to use external funding sources because 

they have access to more open markets [44, 45]. 

In implementing CSR strategies, companies will face 

funding problems because CSR programs are investment 

decisions that require funding. If not managed properly, it 

will certainly be able to disrupt the company's liquidity. 

Bhandari and Javakhadze [46] found that the effect of 

CSR distortion on investment sensitivity to firm value is 

stronger for companies with incongruent 

shareholder-manager incentives. But in the long run CSR 

programs can maintain company liquidity. Hidayat [47] 

shows that liquidity and investment opportunities have a 

positive effect on investment decisions. Furthermore, 

liquidity is more influential in investment decisions in 

companies with financial constraint (FC) than companies 

with non-financial constraints (NFC). This is due to the 

asymmetry of information on external funding, so that 

external funding such as debt is more expensive than 

internal funding, which results in financial constraint 

companies having less access to external funding sources. 

This shows that financial constraint's investment decisions 

are more sensitive to liquidity. 

Hermeindito [41] shows that corporate investment 

decisions are more sensitive to liquidity in financially 

constrained companies, compared to non-financially 

constrained companies. Instead, Kristianti [39] found that 

corporate investment decisions are more sensitive to 

liquidity in NFC firms than FC firms. Financial 

constraints occur when companies face the difference 

between capital costs from internal funding sources and 

capital costs from external funding sources. Management's 

decision to carry out CSR activities is often constrained 

by funding. Companies that experience financial 

constraints will try to attract the attention of stakeholders 

by disclosing CSR activities, but the effect on company 

value can be the opposite because CSR provides 

information about the company's liquidity and 

sustainability. Based on the explanation above, we 

hypothesize that CSR disclosure is more influential in 

firm value in NFC firms compared to FC firms. 

3. Research Method 

3.1. Sampling 

This study use company listed on the Indonesia Stock 

Exchange (IDX). To avoid industrial effects, the 

researchers only examined one sector, the manufacturing 

sector. Initial sample consist of 88 firms from 

manufacturing sector companies listed on the IDX for 

2012 to 2014. Researchers consider using these three 

years observation from 2012 to 2014 because in Indonesia 

regulations regarding CSR reporting were issued in 2012 

through Government Regulation No. 47 of 2012 that 

companies are required to include CSR reports in their 

annual reports. The final sample was 77 companies after 

elimination to meet the requirements of classical 

assumptions during data analysis. The study is based on 

secondary data collected from the annual report in IDX 

and other sources such as the Indonesian Capital Market 

Directory (ICMD) for financial data and stock prices. All 

data are obtained from the Indonesian Stock Exchange 

website. 

3.2. Variables and Measurements 

The independent variable is Corporate Social 

Responsibility Disclosure. CSR disclosure is the extent of 

information about social, environmental and community 

activities. CSR disclosure is measured by the CSR index. 

The CSR Index uses an initial version of the GRI 

guidelines, namely the G3. The CSR information in the 

annual report will be compared with 79 indicators from 

G3.0. CSDI calculations use dichotomous procedures, 

where each CSR item in the research instrument is given a 

value of 1 if disclosed, and a value of 0 if not disclosed 

[46]. Next, the scores of each item are added together to 

get the overall score for each company. The CSDI 

calculation formula is as follows: 
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             (1) 

where: 

CSDIj:: Corporate Responsibility Disclosure Index 

nj: number of items expected for the company, nj = 79 

items; and 

Xij: of “1” if the company discloses the items, and “0” 

if it does not.  

The dependent variable is firm value. This variable uses 

market value because it reflects shareholders' expectations 

of the company's future performance [48]. Firm value is 

measured by Tobin’s Q because of its ability to capture 

long-term, intangible investment values [49]. Tobin’s Q is 

also a comprehensive performance measure because it 

combines several aspects of company performance such 

as earnings, sales, cash flow and revenue volatility so that 

it becomes more objective in valuing the company [49]. 

Tobin's Q is calculated using the following formula:  

Tobin's Q = ({(CP x Number of Shares) + Tl + I)} - CA) 

/ TA.  

Where: CP= Closing Price, TL= Total Liabilities, I= 

Inventory, CA= Current Assets, and TA= Assets. 

The moderating variable uses a dummy variable with 

code 0 for non-financial constraints (NFC) and 1 for 

financial constraints (FC). The measurement of variables 

uses the steps of Hidayat [47] in classifying NFC and FC 

firms. There are four stages of classification namely by 

looking at dividend policy, cash flow, investment 

opportunities, and debt levels. The initial classification is 

based on dividend policy (DPR). Some studies use 

dividend payout ratios [38, 42]. Companies with low 

dividends are in the FC category, while companies with 

high dividends are in the NFC category. There are two 

possible reasons why companies pay low dividends. First, 

companies face expensive external funding sources 

because of the information asymmetry that uses most of 

the profits to finance their investments rather than paying 

high dividends. Second, the company does not get enough 

profit to pay dividends. Companies that pay dividends are 

included in the NFC category, while companies that do 

not pay dividends are included in the FC category. 

Companies that are in the FC category might not be able 

to pay dividends because they cannot afford to pay 

dividends, but the possibility of funds owned is used for 

other purposes such as for investment, so the second 

classification is needed by looking at cash flow. 

Companies that are in the NFC category if the 

company's BMV ratio is lower than the average BMV 

ratio of the entire sample, and if it is higher will be 

included in the FC category. Furthermore, to be more 

convincing and obtain more accurate results in classifying 

NFC and FC firm, companies in the financially 

constrained category in the third classification are 

followed by the fourth classification by looking at the 

company's debt. The fourth classification uses the level of 

debt. Companies that have high levels of debt (DER) tend 

to be difficult to access external funding sources and 

conversely companies that have low levels of debt tend to 

be easier to access external funding sources [50,51]. For 

this reason, companies that have a debt ratio that is lower 

than the average debt ratio of all samples will be 

categorized as NFC firms, while if companies have higher 

debt ratio will be categorized as FC firms. In the second 

classification, as used by Moyen [37], companies that 

have cash flow greater than the average cash flow of all 

samples are categorized as NFC, while companies that 

have cash flow are smaller than the average cash flow. 

The sample is categorized as FC. Companies with large 

cash flows tend not to experience constraints in funding 

and vice versa companies with small cash flows tend to 

experience funding constraints. To get an accurate 

classification of NFC and FC companies, companies that 

are categorized as financially constrained in the second 

classification are followed by a third classification. The 

third classification uses company investment opportunities. 

Categorizing NFC and FC firm uses the book to market 

ratio (BMV). This proxy is also used by Hovakimian and 

Titman [52]. 

3.3. Analysis Technique 

Because the moderating variable is a dummy variable, 

this study uses sub-group analysis. According to Sugiono 

[53], the selection of a moderating variable test analysis 

tool can be seen from the nature of the predictor variable 

and the moderator variable. In sub-group analysis, the 

sample is divided into 2 groups based on the categories of 

moderator variables. After that, 3 regression equation 

models will be formed, the first is the equation model for 

all samples and the second and third equations are the 

models for each category. 

VFit = α0 +α1 CSDIit + eit  (regression model for full 

sample)                  (2) 

VFit = β0 +β1 CSDIit + eit (regression model for NFC 

sample)                  (3) 

VFit = λ0 +λ1 CSDIit + eit (regression model for FC sample)                

(4) 

Note: 

VFit : Firm value 

CSDIit : CSR Disclosure Index firm i at year t  

α0, β0, λ0 : the intercept or constant 

α1, β1, λ1 : the estimated coefficient of variables 

eit : the error term for each firm i at year t. 

To determine whether the variable functions as a 

moderating variable, a chow-test is performed. According 

to Ghozali [54], the chow-test is a tool for examining the 

test for equality of coefficients or the similarity coefficient 

test found by Gregory Chow. If it is proven that the 

regression coefficient between sub-groups is significantly 

j

 j
n

CSDI



IjX
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different, it can be concluded that the variable is 

moderation. Before testing a hypothesis that uses a 

regression model, it must first be tested classic 

assumptions namely normality, heteroscedasticity, 

autocorrelation and multicollinearity. Hypothesis 

decision-making is done by calculating the value of F. 

However, if the calculated F value is smaller or equal to 

the F table then the null hypothesisis accepted, and vice 

versa. 

4. Results 

Descriptive Statistics 

Table 1 shows that average Tobin's Q value is 1.36, 

which means the sample companies are rated well by the 

market. Whereas based on the company's financial 

constraints, it appears that firms that have financial 

constraints are fundamentally lower than firms with 

non-financial constraints. This illustrates that financial 

constraints are a fundamental problem of the company 

that can affect the market's assessment of the company's 

prospects. The same pattern also occurs in CSR 

disclosures. It can be seen in Table 1 that the level of 

disclosure of companies experiencing financial constraints 

is lower than companies that have non-financial 

constraints. This shows that financial constraints are 

considered as bad news for the market so the company 

limits the scope of information disclosed to the market. 

Testing Statistical Assumptions 

The initial step is to examine the main assumptions 

underlying this regression model. A summary of the 

results of the classic assumptions can be seen in Table 2. 

The normality test results show that the confounding 

variable in this regression model has no normal 

distribution as indicated by the Kolmogorov Smirnov 

value of 4.979 and significant 0.00. The results of the 

classic assumption test also indicate that there is an 

autocorrelation problem. This problem is shown from the 

calculated DW value of 1.040 which is smaller than the 

dL value of 1.77252. 

Based on the results of the classic assumptions, it is 

known that the regression model still has problems with 

normality and autocorrelation. Therefore, we took the 

treatment step by removing the outlier and then changing 

the regression equation into a semi-log form. The first step 

is detecting outlier data. According to Ghozali [54], 

detection of outliers can be done by determining the 

boundary values that are categorized as outliers. If the 

sample is small (less than 80), then the standard score 

with a value of ≥ 2.5 is declared an outlier. For a large 

sample of standard scores stated outlier if the value is in 

the range of 3 to 4. After we detect outlier data, the next 

step is to maintain or discard the outlier data. Basically, 

outliers should be maintained if the outliers are indeed 

representations of the population. However, we must 

remove the outlier if the outlier data do not represent 

observations in the population. Outlier detection results 

show that there are 21 outlier data that must be discarded. 

As a result, the number of initial observational data was 

264 to 243 data. 

Ghozali [54] states that to treat this classic assumption, 

the regression model is changed in a semi-log form. First, 

change the equation to the left (the dependent variable) 

into a natural logarithmic form (Ln) and the independent 

variable remains unchanged. Second, the dependent 

variable remains unchanged while the variable on the right 

(the independent variable) is transformed into a natural 

logarithmic form (Ln). In this research, the regression 

model is treated by changing the dependent variable with 

a natural logarithm (Ln) because the independent variable 

has a dummy variable. Hence, we chose the company 

value variable to be transformed into LnNP. The results of 

the transformation have an impact on the reduction in 12 

data so that the final data becomes 231 observational data. 

Table 2 shows that after the outlier treatment and 

transformation of the data, all classical assumptions were 

fulfilled. 

Table 1.  Descriptive statistics 

Variable Minimum Maximum Mean Standart Deviation Mean NFC Mean FC 

Firm value (FV) 0.1247 13.6945 1.3664 1.5568 1.5612 0.8796 

CSDI 

Data observation 
0.0000 0.7308 0.2223 

0.1420 

 

0.2447 

165 

0.1662 

66 

Table 2.  Classic assumption testing 

Classic assumption Test Before treatment After treatment 

  Value Value 

Normality Kolmogorov Smirnov (Z) 4.979* 0.872 

Autocorrelation Durbin Watson (DW) 1.040 1.874 

Heteroscedasticity Glejser test (t) 1.215 1.204 

Note: * denote significance at 5 percent, No autocorrelation detection if 1.77525<DW<2.22475 
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Regression Result and Hypothesis Test 

The results show that CSR disclosure is more 

influential in firm value in FC companies compared to 

NFC companies. The explanation is that there is 

information asymmetry in external funding so that 

external funding such as debt is more expensive than 

internal funding, which results in FC companies having 

less access to external funding sources. This finding 

shows that CSR disclosure is more sensitive to firm value 

when the company has financial constraints. Table 3 

presents the regression analysis output for the three 

regression models. The regression equations are as 

follows: 

LnVFit = -0.352 + 1.192 CSDI (regression model full 

sample)                 (5) 

LnVFit = -0.233 + 1.100 CSDI (regression model NFC 

sample)                 (6) 

LnVFit = -0.350 - 0.262 CSDI  (regression model FC 

sample)                 (7) 

Table 3.  Sub-group regression result 

Regression 

Model  
N a b t-statistic Sig. 

Full sample 231 -0.352 1.192 3.045 0.003** 

Sample 

NFC 
165 -0.233 1.100 2.429 0.016** 

Sample FC 66 -0.350 -0.262 -0.293 0.771 

Note: *, **, *** denote significance at 10 percent, 5 percent, and 1 percent 
level. 

The coefficient of the regression equation for all 

samples shows a positive direction. The same output is 

also seen for the NFC sample regression equation. These 

findings indicate that the higher the disclosure of CSR, the 

greater the value of the firm. Meanwhile, the FC sample 

regression equation coefficient showed that no specific 

pattern can be revealed for the FC sample, which means 

that if the company discloses more CSR, then the value of 

the firm will be smaller. Seen from the direction of the 

coefficient, it appears that the coefficient value of the 

NFC sample regression equation has the same direction as 

the coefficient of the whole sample regression equation. 

But the direction of the FC sample regression equation 

coefficient is opposite to the NFC sample regression 

equation coefficient. These results indicate that the 

condition of financial constraints can change the direction 

of the influence of CSR disclosure on firm value. 

Table 4.  Summary of Sub-Group Regression Model 

Regression 

Model 
N 

R 

square 
F-statistic Sig. SSR 

Full sample 231 0.039 9.273 0.003 162.891 

Sample 

NFC 
165 0.035 5.902 0.016 124.700 

Sample FC 66 0.001 0.086 0.771 31.539 

Table 4 shows that the R square value of the NFC 

sample model is greater than that of the FC sample model. 

These results indicate that the contribution of CSR 

disclosure on firm value is greater in non-financial 

constraint firms than in financial constraint firms. Table 5 

reports the output F value is 4.831958 while the F table is 

3.882386. These findings indicate that the calculated F 

value is greater than the F table which means the equation 

of regression between the NFC and FC subgroups is 

significantly different. The research hypothesis is 

supported. Hence, it can be concluded that CSR disclosure 

has an effect on firm value in NFC firms compared to FC 

firms or financial constraints have a moderating effect. 

Table 5.  Result of Chow Test 

 Equation Value Result 

SSRT  162.891  

SSR1  124.700  

SSR2  31.539  

N1  165  

N2  66  

k  2  

SSRG SSR1+SSR2 156.2393  

F 

value 

            ⁄

              ⁄
 4.831958* supported 

F table “=FINV(0,05;1;229)” 3.882386  

Note: * denote significance at 5 percent 

5. Discussion 

Companies that increasingly disclose CSR activities 

and do not have financial constraints will increase firm 

value. As shown in Figure 1, the value of the firm will 

decrease when companies experiencing financial 

limitations issue CSR disclosures. The results showed a 

regression line pattern between groups of nonfinancial and 

financial constraints. Figure 1 reveals the different 

patterns between the two sample groups. Companies that 

increasingly disclose CSR activities and do not have 

financial constraints will increase firm value. Conversely, 

the value of the firm will decrease when companies 

experiencing financial constraints publish CSR 

disclosures. 

CSR disclosure can be a signal of a company's 

long-term liquidity. CSR activities although social must 

be managed in a business manner and require 

management commitment. This means that if CSR 

activities are a form of corporate responsibility and 

concern for the environment, it must be managed 

professionally. CSR activities are long-term programs that 

require planned strategy, management and funding if the 

objectives of CSR activities are for environmental and 

community awareness. Companies that can consistently 

maintain the program in the long run will be good news 

for investors or the public. High CSR performance is 

related to better stakeholder care, which limits 

opportunistic behavior in the short term [32, 55]. 



 Universal Journal of Accounting and Finance 9(6): 1322-1331, 2021 1329 

 

 

 

Figure 1.  Regression models pattern 

If CSR activities are only used as cosmetics to 

manipulate company conditions to attract investors, in the 

long run these activities will actually reduce the 

company's value. Management often has opportunistic 

behavior that is detrimental to the company in the long run. 

Short-term CSR activities are fund-giving or even 

ceremonial that spend a lot of money and increase public 

attention. Management that has opportunistic behavior 

like that will tend to create CSR programs that are 

short-term and costly (without cost) without any real 

effect on receiving funds in the future. This is evidenced 

by the results of research in which companies that 

increase CSR disclosure but experience limited funds 

because the value of the company to decreases [56-58]. 

Companies with better CSR performance prefer to 

disclose their CSR activities to the market to signal their 

long-term focus and be a differentiator with others [31, 

32].   

6. Conclusion 

This study aims to examine that the impact of CSR 

disclosure on firm value will be different if the company 

experiences financial constraints. The results showed that 

CSR disclosure had a positive effect on firm value in 

companies that did not experience financial constraints. 

But the opposite results occur when tested on companies 

with financial constraints. Based on the results of the 

analysis it can be said that financial constraints are 

moderating variables in the relationship between CSR 

disclosure and firm value. Other findings show that 

financial constraints have different effects on firm value, so 

it can be said that CSR disclosure is a signal of liquidity for 

external parties. 

This research can be expanded by adding types of 

industries and extending the research period. Also, analysis 

tools can be developed by using Moderated Regression 

Analysis (MRA) with ratio-scale moderation variables 

such as potential bankruptcy. The signal of liquidity can 

also be seen from the condition of the company's 

bankruptcy, namely Altman's z-score bankruptcy measure. 
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