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CHAPTER V 

CONCLUSIONS, IMPLICATIONS, LIMITATIONS AND 

RECOMMENDATIONS 

 

5.1. Conclusions 

 The objective of this research is to examine the effect of CSDI (Corporate 

Social Disclosure Index) earnings on financial performance. The basic model in 

this study is a multiple linear equation in which CSDI (Corporate Social 

Disclosure Index) as the independent variable, and ROE (Return on Equity) as 

well as CAR (Cumulative Abnormal Return) as the dependent variables. 

Meanwhile, the control variables are leverage, firm size, stock beta, unexpected 

earning and growth. The samples consist of mining and natural resources 

companies listed on the Indonesia Stock Exchange. 

Based on the results of the data analyses, it can be concluded generally that 

CSDI does not affect both ROE and CAR with their control variables such as 

leverage,  beta stock, growth and unexpected earning. However, the size variable 

is found to affect CSDI postively It may be due to the lack of investor’s attention 

toward its CSR disclosure since it is still new in Indonesia. This result may also 

imply the need to develop better CSR disclosure as well as its appropriate 

measures within corporations in Indonesia. 

 

 



 
 

64 

 

5.2. Implications 

5.2.1. Implications to Policy 

This research result shows that corporate social dislosure does not affect 

the financial performance. It may be due to the inability of corporation to measure 

corporate social disclosure. Hence, it will disserve the investor and other external 

parties.  This condition may become the consideration for regulatory body to take 

more action to ensure the integrity of corporate social responsibility, especially 

awareness of the importance of CSR and its disclosure in annual report. 

5.2.2. Implications to Practice 

This research implies that there are many companies in Indonesian which 

are engaged to corporate social responsibility. It comes to be the evidence for 

internal and external parties that it needs further consideration and should not 

solely rely on financial numbers written on financial statement to take an 

investment and management decision. On the other hand, it may also support 

corporate to be more aware of a corporate social responsibility. 

5.2.3 Implications to Theory 

It is essential to integrate the CSR concept into accounting education 

because the term and implementation of CSR in Indonesia still need to be 

developed and improved. It is also important to enrich the research in accounting 

with studies related to CSR. It is because the research results are able to contribute 

to the literature to give more widely explanation about the phenomenon of 

corporate social responsibility disclosure and its impact on financial performance. 
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It is expected, by referring to this research, that the academics could develop new 

findings to solve the problem related to social responsibility which may affect the 

society.  

5.3. Research Limitations  

Possible limitations of the research must be acknowledged when interpret 

the results of this study. These limitations relate primarily to the validity of the 

research as explained in the following: 

1. The samples in this research only include firms that have available data for all 

three-years research period. However the firms with negative or minus value of 

ROE and CAR are also included in this analysis. This may affect the results of 

the study. 

2. The firms used as samples in this research only include mining and natural 

resources company. It may cause this research result  unable to be generalized to 

other sectors. Furthermore, this research only covers three year annual financial 

report. Consequently, this research result may not represent a long-year period. 

3. The possible weaknesses in this study may also lie in the determination of 

measurement of corporate social disclosure. when analyze the link between 

CSR and economic performance, as well as one of the reasons for obtaining 

conflicting results that lies in defining adequate and representative quantitative 

measures for the complex CSR concept. The other is the use of CSR disclosure 

which is subjective. It is because there is no standard term or reference to be 

used as the proxy for CSR disclosure. Hence, the research results may differ 

among researchers. 
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5.4. Recommendation for Further Research 

 More extensive studies are needed to explore the causal mechanisms 

which link CSR to financial performance and to determine whether those 

relationships hold consistently over time or not. The source of the connection 

between CSR and financial performance has rarely been systematically 

investigated. It is also important to posit the timing in the relationship, since it 

would be valuable to investigate and to ascertain how long it takes for the impact 

of CSR on financial performance to be revealed. To realized those thing above  

more data on CSR are needed. 

The number of samples during the three year study may still be insufficient 

to make a conclusion that can be generalized for a long year period. Therefore, to 

do further similar research, a special attention on either the period or the number 

of sample observations should be given more attentively. Moreover, this study 

only focused on companies with established criteria from the mining and natural 

resources industry. In the subsequent study, it might be better to develop the 

research with the addition of another industry sector. 

Another suggestion for future research is related to the proxy of corporate 

social responsibility. An alternative approach to measure corporate social 

responsibility is by drawing the existing corporate social responsibility indices 

such as the Corporate Responsibility Index. As stated by Brine, Brown and 

Hackett (2005), there are two empirical approaches to identify corporate social 

responsibility such as corporate responsibility index and socially responsible 

investment funds to identify appropriate investments. Tsoutsura (2004) also found 
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that KLD (Kinder, Lydenberg and Domini) Index uses a combination of surveys, 

financial statements, articles on companies in the popular press, academic journals 

(especially law journals), and government reports in order to assess CSP 

Corporate Social Performance) along eleven dimensions. Based on this 

information, KLD constructed the Domini 400 Social Index (DSI 400 and the 

functional equivalent of the Standard and Poors 500 Index), for social responsible 

firms. 

 On the other hand, the suggestion for this research which comes from a 

notable source is a meta analysis such as the study undertaken by Orlitzky et al. 

(2003), who integrated 30 years of research from 52 previous studies and used 

meta analytical techniques to support the proposition which said that corporate 

social performance and corporate financial performance are positively correlated 

and statistically significant. Interestingly, the meta analysis found a higher 

correlation between financial performance and a company’s management of its 

social impact than between financial performance and a company’s management 

of its environmental performance. 

 

 

 

 

 


