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CHAPTER II 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

 

 

2.1. Literature Review 

 Corporate social responsibility disclosure is the process of communicating the 

social and environmental impacts as economic methods of companies on specific 

groups in the community and in society as a whole (Gray et al. 1987). Negative 

contribution to the environment surrounding the company has led to loss of public 

confidence, so that the necessary information about the company's operations with 

respect to the environment as a corporate responsibility need to be disclosed. 

 According to Gray et al. (1995) there were two significantly different 

approaches in doing research on corporate social responsibility. First, social 

responsibility disclosure firms may be treated as a supplement to conventional 

accounting activity. This approach is generally considered as the primary users of 

corporate social responsibility disclosure and tends to limit the perception of 

social responsibility report. The second alternative approach is to put corporate 

social responsibility disclosure on an examination of the role of information in 

public relations and organization. Broader outlook has become a major source of 

advances in the understanding of corporate social responsibility disclosure and is 

a major source of criticism against the disclosure of corporate social 

responsibility. 
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 Disclosure of corporate social responsibility are needed, however, because the 

company has added the value of the contribution to the community in which the 

company has used its social sources. If the company's activities cause damage to 

the social sources that may present a social cost to be borne by the public, then the 

company needs to improve the quality of social resources. This will lead to social 

benefits.  

 This literature review section will describe the theories obtained from 

literature and discussion of the results of similar previous research. This chapter 

also describes the research framework and hypotheses that will be tested.  

2.1.1. Definition of Corporate Social Responsibility 

       The concept of Corporate Social Responsibility (CSR) has been discussed by 

many experts. Among them is the definition proposed by Dahlia and Siregar 

(2008), who stated CSR as a claim that the company operates not only for the 

benefit of its shareholders, but also for the benefit of the stakeholders in business 

practices, such as the workers, local communities, government, NGOs, 

consumers, and the environment. Previously, according to Darwin (2004) in 

Anggrainy (2006), CSR is the mechanism for an organization to voluntarily 

integrate social and environmental concerns into operations and interactions with 

stakeholders, beyond the responsibility of the organization in the field of law.  

 The notion of corporate social responsibility as a part of the core business 

operations of a company, rather than a separate ‘add on’, distinguishes it from 

corporate philanthropy which may be funded out of operations that are damaging 

to the communities in which business is conducted (Brine, Brown and Hackett, 
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2005). Along with the greater and the extent of corporate influence over public 

life, the company should be responsible for all internal and external stakeholders. 

Any decisions and actions taken should reflect the company's corporate 

responsibility.  

According to the World Business Council for Sustainable Developement 

(Ambadar, 2008), CSR is a continuing commitment by business to behave 

ethically and a contribution to economic development of the local community and 

society at large, regarding the  increasing living standards of workers and their 

families. According to ISO 26000 Minister of The Environment (2011) said that,  

CSR is the responsibility of an organization for the impact of those decisions and 

activities on society and the environment realized in the form of a transparent and 

ethical behavior that is consistent with the sustainable development and social 

welfare. Another concept, formulated by The World Commission on Environment 

and Development (1987), explains CSR as "The development that meets the needs 

of the present without compromising the ability of future generations to meet their 

own needs". CSR is viewed, then, as a comprehensive set of policies, practices, 

and programs that is integrated into business operations, supply chains, and 

decision-making processes in the company and usually includes issues related to 

business ethics, community investment, environmental concerns, governance, 

human rights, the marketplace as well as the workplace (Tsoutsura, 2004). 

Darwin (2004) stated that the CSR report is divided into three categories, 

i.e.: social performance, environmental performance, and economic performance. 

Social performance includes the satisfaction of customers, employees, capital 
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providers and the public sector. Environmental performance includes raw 

materials, energy, water, biodiversity, emissions of waste streams, suppliers and 

services, implementation and transportation. Social performance is further divided 

into four categories,i.e.: (1) work practices which comprise labor safety, education 

and training, and employment opportunities (2) human rights which consists of 

strategies and management, non-discrimination, freedom of association and 

assembly, no under age labors, discipline and safety (3) Social activities which 

comprise community, corruption, competition and pricing (4) the responsibility 

for the products which consists of customer health and safety, and  advertisements 

which concern  personal rights. 

Furthermore, Gray et al. (1995) in Yuliana, Purnomosidhi and 

Sukoharsono (2008) suggested several theories used by the company to undertake 

social disclosures, namely: 

1. Decision Usefulness Theory  

 This approach seeks to explain the practice of CSR in terms of the benefits 

of CSR disclosure. Moreover this theory puts the users of accounting reports 

besides the investors into the basic criteria of accounting report that can be useful 

for  making economical decision. The study asked analysts, bankers, and other 

parties involved to rank the accounting information. The accounting information 

is not limited to which that has been known so far, but it also contains other 

information that is relatively new in the discourse of accounting. Under decision-

usefulness studies, CSR is perceived as an element of accounting information to 

the usefulness of decision. 
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Specifically, in this area of studies, the researcher attempted to investigate 

the value laden on the CSR when making decisions. This investigations are 

divided in to two sub-branches as ranking studies and investigation on effects on 

the share price behaviour. In the former branch of studies, the financial 

community (for instance bankers and analysts) are requested to rank the 

importance of accounting information based on their perceptions. In this regard, 

the studies portray a moderate level of importance to them. Hence, it can be 

concluded that financial community has derived certain amount of value through 

CSR information. This theory investigated the impact on CSR disclosures of the 

share prices, too. 

2. Economic Theory  

The theory is based on the economic agency theory. The theory 

distinguishes between business owners with the management company and the 

company implies that managers must report all the resources owned and managed 

by the company's owners. Furthermore, the phrase of the owner of the company  

is developed further, not only for the owners of capital (shareholders), but also 

extends to the elements of stakeholders, including the public society, as well as 

the government and the natural environment. It affects  the fact that the 

corporation should make a complete reporting to fulfill the information needed by 

the stakeholders.  

3. Social and Political Theory 

The economic sector can not be separated from the political, social and 

institutional framework where the economy exists. Social and political theory 
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include: (1) Stakeholder Theory, which assumes that the existence of the company 

is determined by the stakeholders. The main focus of this theory is on how the 

company monitors and responds to the needs of their stakeholders, and (2) 

Legitimacy Theory, which states that companies should be able to adjust to the 

value system that has been implemented by the community. The company’s 

venture can be realized through a social disclosure. It is implemented with the aim 

to legitimate the activity and presence of the company  in the public’s 

perspectives. 

2.1.2. Benefits of Corporate Social Responsibility 

 In an article entitled Corporate Social Responsibility and Resource-Based 

Prespectives, Brance and Rodrigues (2006 in Mursitama, 2011) divided the two 

benefits of CSR when they are associated with the competitive advantages of a 

company, from internal and external sides. The internal benefits are: 

1. Development activities related to human resources. For this activities  need 

employment practices to be socially responsible. 

2. The existence of pollution prevention and management reorganization of 

production processes and the flow of raw materials, as well as relations with 

suppliers are going well. The goal is to improve the corporate environmental 

performance. 

3. Creating a corporate culture, human resource capabilities, and good      

organization. 

4. The financial performance of the company, especially stock prices for     

companies that have gone public will become better.  
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Meanwhile, the external benefits that can be obtained from the company's 

implementation of CSR are: 

1. CSR implementation will enhance the company's reputation as an agent that 

carries social responsibility well. 

2. CSR is a good form of product differentiation. That is, a product that meets the 

qualification to be environmentally friendly and as the result of a socially 

responsible company. 

3. By implementing CSR  publicly, it opens an instrument for good 

communication with the audience. 

Kotler et al. (2005) explains that there are many benefits that can be 

obtained from CSR activities. The benefits of CSR are as follows: 

1. To increase sales and market share. 

2. To strengthen brand positioning. 

3. To improve the corporate image. 

4. To have lower operating costs. 

5. To increase the attractiveness of the company in the eyes of investors and   

financial analysts. 

Furthermore, the development of CSR can not be separated from the 

Triple Bottom Line concept which was initiated by John Elkington. This concept 

first appeared in his book entitled Cannibals with Forks, the Triple Bottom Line of 

Bussiness Twentieth Century (1997). Triple Bottom Lines includes the economic 

prosperity, environmental quality, and social justice. The aspects of the Triple 

Bottom Line can be briefly referred to as “Triple P”, namely:  Profit, People and 
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Planet. According to John Elkington company that focuses on these CSR elements 

implementation. In conducting its business activities, the company’s management 

has a responsibility to the owners of the company for a profit (1
st 

P = Profit) that 

can increase the company's revenue. In addition the company has a responsibility 

for the welfare of employees and the public (2
nd 

P = People), especially around the 

community. And more important, company must also preserve and improve the 

natural environment (3
rd

 P = Planet) where the company is located. 

In line with the concept of the triple bottom line, the explanation of Act 

No. 25, 2007 Article 15 Letter b Investment Laws states that the meaning of CSR 

is the responsibility attached to each company's investors to keep creating a 

harmonious, balanced environment and in accordance with the values, norms and 

local culture. Meanwhile, in Act No. 40, 2007 Article 1 paragraph 3 Limited 

Liability Company Law, the social and environmental responsibility is defined as 

the company's commitment to contribute to sustainable economic development in 

order to improve the quality of life and environment which will be beneficial,  for 

the company itself, the local community and society at large. 

 Hence for the company, the purpose of CSR should be able to increase 

their profits, the welfare of the employees and the community, and enhance 

environment quality as well. Running corporate social responsibility, the company 

is expected , not only to pursue short-term profits, but also to contribute to 

improve the welfare and quality of life and the environment in the long term. By 

carrying out CSR consistently it will foster a sense of community acceptance for 

the company's presence (Cheng and Kristiawan, 2011). As the adoption of the 
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concept of sustainable development, the companies in Indonesia begin to actively 

carry out CSR activities and include them in the financial statements.  The 

application of corporate social responsibility is also believed to improve the 

performance of the company, where investors tend to invest in companies which 

conduct CSR activities. Therefore, firms that have a social conscience may use 

corporate social responsibility (CSR) as one of the company's competitive 

advantage (Zuhroh and Sukmawati, 2003). 

2.1.3. Types of Corporate Social Responsibility 

According to Harahap (2007), there are three types of social responsibility, 

namely:  

1. Corporate Philanthrophy, where the company's responsibility is to consider 

charity or voluntary not as corporate social responsibilities. The form of this 

responsibility could be charity, donations or other activities that may directly 

be related to the activities of the company. 

2. Corporate responsibility, where CSR here is already a part of their corporate 

responsibility, either because of the statutory provision or part of the 

willingness of the company. 

3. Corporate policy, where CSR here is already a part of the policy. 

Moreover, Solihin (2009) stated simultaneously that the company will run 

three types of responsibilities of different stakeholders, where all of them must be 

executed in a balanced way. The three types of responsibility include economic 

responsibility, legal responsibility, and social responsibility. 
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2.1.4. CSR Disclosure 

Corporate social responsibility disclosure, often called as CSR disclosure, 

is the process of communicating the social and environmental impacts of 

economic activities towards the organization of special interest groups and the 

community as a whole (Hackson and Milne,1996 in Benny, 2008). CSR programs 

in the short term do not provide benefits so that many companies are reluctant to 

implement CSR programs. 

Pratiwi and Djamhuri (2004) define social disclosure as a reporting or 

delivering information to stakeholders on all activities related to the company's 

social environment. The results proved in different countries show that the annual 

report  is an appropriate media to convey corporate social responsibility. Social 

responsibility arises if the organization has the awareness that they have a duty to 

perform responsibility towards the environment. CSR Disclosure is categorized as 

voluntary disclosure. Some companies are trying to disclose information on social 

responsibility because it is demanded by investors and shareholders (Suwardjono, 

2005 in Benny, 2008). The company has a contract with the community to 

perform activities based on the values of justice and on how companies are 

responding to some interest groups to legitimize the actions of firms (Tilt, 1994 in 

Wahyu, 2008). If there is a conflict then the company will lose its legitimacy and 

threaten the life of the company (Lindblom, 1994 in Benny, 2008). 

The diversity of the above understanding shows that up to now there is no 

single definition of the disclosure of corporate social responsibility. According to 
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Gray et al., (1995) there are two reasons why there is no clear definition of social 

responsibility disclosure, those are: 

1. The definition of social disclosure is still too difficult to describe. It means that 

the results and the complete impacts of the activities of the company can not be 

publicly shown, so that it has not been able to communicate. 

2. The social disclosure involves all activities of the company that have a social 

and environmental impacts and all the financial data can be considered relevant 

to the social and environmental surroundings. 

 Moreover, every company should have its own purpose why the company 

conducts CSR disclosure. In general, Ramanathan (1976) in Puspitaningrum 

(2004) suggested several goals of social disclosure, such as: 

1. To identify and measure corporate social contribution each period, which is not 

only a form of internalization of social costs and social benefits, but also the 

effect of these externalities to different social groups. 

2. To help in determining whether the strategies and practices directly affect the 

company's resources and the status of the power of individuals, communities, 

social groups and generations which are consistent with the social priorities, on 

the one hand, and the aspirations of the individual on the other. 

3. To provide optimal informations which are relevant to the social elements in 

the objectives, policies, programs, performance and contribution to the 

company's social goals. 

4.  To enhance enterprise competitive advantage in globalization and free trade 
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Social disclosure is intended as a medium for communicating social reality 

in order to make decisions economically, socially, and politically acceptable. 

Social disclosure is also a response to the information needed by interested parties 

such as labor unions, environmentalists, the religious group and other groups 

(Guthire and Parker, 1990 in Utomo, 2000) 

Corporate social disclosure, which only focuses on environmental 

disclosure, makes the public want to know how big an impact of the company's 

activities towards the environment is. However, many companies assume that the 

public (citizens and NGOs) do not contribute feedback, especially regarding to 

earnings, there are so many companies that are reluctant to undertake social 

responsibility (Susan, 2006). On the other hand, CSR disclosure in annual 

financial statements which is intended to enhance their corporate image is 

characterized by the attention of investors to invest in the company's stock. It also 

motivates some companies to undertake CSR disclosure to the surrounding 

environment in the forms of the annual financial statements, a separate 

environmental reports and corporate websites.  

According to Wibisono (2007 in Irawan 2009), companies gain some 

advantages by implementing social responsibility, such as to maintain and to 

boost the company's reputation and brand image, to get license to operate (social 

license to operate), to reduce the risk of the company's business, to enhance the 

access to resources and to the market, to reduce costs, to improve relations with 

stakeholders, to improve relations with regulators, and to improve employee 

morale and productivity.  
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The research of the effect of CSR disclosure on financial performance has 

been widely performed and produced mixed results. Eptein and Freedman (1994) 

found that individual investors are interested in social information disclosed in the 

financial statements of the company. However research conducted by Ananta 

(2009) concluded that corporate social performance did not affect the company's 

financial performance, while research conducted by Aldilla and Dian (2009) 

suggested that CSR disclosure had a significant positive effect on the financial 

performance of corporations. 

 Moreover, research done by Anggraini (2006) found that the company 

would disclose certain information if there were rules that asked them to do so. 

Banking and insurance companies in majority (more than 50%) disclose more 

information about the development of human resources if they are compared with 

other industries. This is because banking and insurance companies are highly 

dependent on the ability of human resources (employees) in providing services to 

the customers. Companies with large ownership and management and are which  

included as the industry with high political risk (high-profile company) tend to 

disclose more social information than other companies. Nahar (2007) provides 

empirical evidence with  high profile category,  and feels the need of those 

companies to implement broad social disclosure with the aim of creating a 

positive impact on company performance. 
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2.1.5. Theories Related to CSR Disclosure 

In this part, the researcher would like to describe and review theories 

related to CSR disclosure. There are legitimacy theory, stakeholder theory and 

agency theory. 

a. Legitimacy Theory 

Legitimacy theory explains that the companies which conduct business 

activities, with the limits set by the norms, social values and reactions to these 

restrictions, encourage the importance of organizational behavior with respect to 

the environment (Chariri, 2007). O'Donovan (2002) found that organizational 

legitimacy can be seen as something to be desired or sought by the company from 

the society. Thus, the legitimacy can be a benefit or potential resource for the 

company to survive (going concern issue). Dowling and Pfeffer (1975) stated that 

the company's organizational activities should be appropriate to the social 

environment. Furthermore, it is stated that there are two dimensions in order to 

gain support for the legitimacy of the company, namely: (1) activities of corporate 

organizations should be fit (congruence) with the value system in community, (2) 

the reporting of the company's activities should also reflect social values. 

Barkemeyer (2007) revealed that in the explanation of the power of the legitimacy 

theory of the organization there are two things in the context of corporate social 

responsibility in developing country: first, the capability to put the motive of 

profit maximizing makes a clearer picture of the company's motivation to enlarge 

its social responsibility. Second, the legitimacy of an organization can be used to  

incorporate cultural factors which shape the different institutional pressure in 
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dictinctive concept. The above description explain that the legitimacy theory is a 

theory underlying CSR disclosure. It is performed to obtain a positive value and 

legitimacy from the society. 

b. Stakeholder Theory  

The company is not only responsible for the owners (shareholder) as 

occurr during this time. Company responsibility originally measursd only limited 

to economic indicators (economic focused) in the financial report, and now shifted 

to take into account social factors (social dimensions) to stakeholders, both 

internally and externally. Stakeholder theory argues that the company is not only 

operating the entity of its own, but provides benefits to stakeholders (Chariri, 

2007). Stakeholders are all parties, both internal and external that have 

relationships which are affected and influenced,  directly or indirectly by the 

company. Stakeholder is a group or an individual who can affect or affected by, 

the success or failure of an organization (Freeman 1984). Therefore, stakeholders 

are internal and external parties, such as governments, company's competitors, 

community, corporate workers, and others that have greatly affected and 

influenced by the company. Based on the basic assumption of the stakeholder 

theory, the company cannot release itself from social environment (social setting) 

. Companies need to maintain stakeholders legitimacy and support the policy 

framework and decision-making, so as to support the achievement of it in the 

objectives of companies which guarantee its stability and concern. 
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c. Agency Theory 

Agency theory bases its contractual relationships among the members of 

the companies, where the principal and the agent are as the main actors. Principals 

(shareholders) are parties that mandate the agency to act on the name of the 

principal, while the agent (management) is a party entrusted by the principal to 

run the company (Arifin, 2005). Agents are obliged to account for what has been 

entrusted by her principal. Agency theory explains the relationship between the 

principal and the agent. CSR practice and its disclosure are also associated with 

agency theory (Cowen et al. 1987; Adams, 2002, and Campbell, 2000 in Farook 

and Lanis, 2005). Social responsibility is one of management's commitment to 

improve performances especially in the social activities. Therefore, management 

will get a positive assessment by the owners of the capital. Gray et al. (1987) 

stated that disclosure of social responsibility is an extension of organizational 

responsibility beyond its traditional role to provide financial reports to the owners 

of the capital,  particularly shareholders. 

2.1.6 The Performance of the Company 

The financial performance of a firm can be assessed through its annual 

account reports, where information about growth, investments, earnings, costs, 

etc. are listed. Assessing CSR is a necessary condition to study their own social 

responsibility and thus to control environmental and social impacts. In this section 

the researcher would like to describe and review the performance of company. 

There are non financial performance and financial performance. The relationship 
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between non financial performance and financial performance in the context of 

CSR will be discussed on the next section. 

a. Non Financial Performance 

In assessing the social and environmental performance, the establishment of a 

steering system for the performance and accountability on these external 

dimensions imply the existence of metrics to assess the quality of management of 

the business related to non-financial aspects. In fact, the existence of these metrics 

is also of particular importance to other stakeholders where ethical investors 

require such information to select the best performing companies. This leads 

companies to establish a legal and sociotechnical infrastructure to make 

measurable CSR stakeholders. In theoretical terms, the extent of CSR faces 

similar problems to those identified to define the concept of CSR such as, the 

multiplicity of approaches and dimensions of this complex concept, the difficulty 

in reporting objectively its more subjective components which are often linked to 

an assessment objectively based on criteria related to ethics or a social context. 

Among the different methods of measurement of CSR that have been used, there 

are several categories that can be used, i.e.: (Dikhili and Ansi, 2012) 

1. Measures of speech, such as content analysis of corporate social disclosure in 

annual reports which are based on remarks made by companies to assess their 

CSR, for example by counting the number of lines or words dedicated to CSR 

themes in the annual report of a company. 
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2. Indicators of pollution provided by some agencies to assess the business 

pollution such as the “Toxic Release Inventory” in the U.S., and measurements 

of the diffusion of CO2 by businesses. 

3. Measures of attitudes and values aimed at assessing the sensitivity of members 

of the organization (e.g. managers and employees) to the various dimensions of 

CSR and are generally administered in the form of a questionnaire. 

4. Measures of reputation, such as the indicator of reputation developed by 

Markowitz in the 1970s in the American Fortune magazine, which includes 

criteria related to CSR that are assessed by a panel of industry experts. 

b. Financial Performance 

The  financial performance is based on data from financial statements. In 

fact, the accounting measures provide positive correlations between CSR and 

financial performance most of the time. (Cochran and Wood, 1984; Waddock and 

Graves, 1997; Preston and Bannon, 1997). In addition from the accounts, these 

measures have the advantage of providing a more relevant economic performance 

of the company. On the other hand, stock measures have the advantage of being 

less subjective to managerial manipulation. However, these variables represent a 

specific assessment to the investor and do not allow revealing the economic 

reality of the company (Ullmann, 1985).  

2.1.7. Relationship between Non Financial Performance and Financial 

Performance in the Context of CSR Disclosure 

The relationship between corporate social responsibility disclosure (non 

financial performance) and profitability (financial performance) has become basic 



 

25 
 

concept to describe the view where that the social responses require the same 

managerial style on what needs to be done to make the company profitable 

(Bowman and Haire, 1916 in Achmad, 2007). Corporate social disclosure reflects 

a credible approach to adaptive management related to a dynamic environment, 

multidimensional, which has the ability to deal with social pressure and 

responsive to social needs. The greater the social disclosure, the lower the 

political cost of the company (Hasibuan, 2001 in Jayanti, 2011). By expressing 

concern for the environment through financial reporting, the company in the long 

term can avoid huge expenses resulting from the demands of society. 

2.2  Hypothesis Development 

Several previous academics have conducted research regarding the 

relationship between CSR disclosure and financial performance. Among them are 

Belkaoui (1989, in Benny 2008) who found the results that there is a positive 

relationship between social disclosures and the level of financial leverage. This 

suggests that the higher the social disclosure, the lower the ratio of debt / equity 

is, since the companies with a higher debt level are more likely will violate the 

credit agreement. Therefore, the company must provide higher earnings than in 

the future. In order to present a higher profit, the company must reduce costs 

(including the costs to disclose social information). 

Meanwhile a research done by Cheng and Kristiawan (2011) used return 

on equity (ROE) and price to book value (PBV) as the control variables. CSR 

disclosure is based on the Global Reporting Initiative (GRI). This research used 

annual reports of 40 natural resources companies in Indonesia stock exchange 
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listed in the period of 2007-2009. The results of this research concluded that CSR 

disclosure had significant effect on abnormal return which indicated that investors 

considered CSR in decision making. ROE as the control variable had a negative 

relationship with abnormal returns. Whereas, PBV had no significant effects on 

abnormal returns.. 

 Furthermore, in their research, Dahlia and Siregar (2008) used CSR as the 

independent variable and financial performance, as represented by the ROE and 

used CAR, as the dependent variable. Leverage, size, growth and the unexpected 

return are used as the control variable. This study uses a sample of public 

companies listed on the Indonesian Stock Exchange during 2005 and 2006 which 

published annual reports and other documents either physically or via website. 

The result of the study stated that there was an influence of CSR on the corporate 

financial performance. CSR affected positively on ROE, but not on CAR. 

Based on the previous studies, the hypothesis can be formulated as follows: 

H1: Disclosure of CSR activities (CSR disclosure) have a positive effect on 

Return on Equity (ROE) for the next one year (ROEt +1)). 

Then, another research made by Tsoutsora (2004) used extensive data over 

a period of five years. This study explored and tested the sign of the relationship 

between the corporate social responsibility and the financial performance. The 

data set includes most of the S & P 500 firms and covers the years of 1996-2000. 

The relationship is tested by using empirical methods. The result indicated that the 

sign of the relationship was positive and statistically significant, supported the 
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view that the corporate social responsibility performance can be associated with 

series of bottom-line benefits. 

According to Almilia and Vitello (2007), in Dahlia and Siregar 2008), 

companies with good environmental performance would be responded positively 

by investors through the stock price fluctuation increasing period to period, 

otherwise if the company had poor environmental performance, it would get some 

doubt from investors against the company and be responded negatively, so that its 

price fluctuations in the stock market could decline year to year. Thus, the 

hypothesis can be formulated as follows: 

H2: Disclosures of CSR activities (CSR disclosures) have a positive effect on 

Cumulative Abnormal Returns (CAR). 

2.3. Research Framework  

 Sekaran (1992) stated that, a research framework is a conceptual model 

on how the theory relates to the various factors that have been identified as an 

important issue. Based on the hypothesis above, this research framework is 

described as follows: 
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Figure 2.1. 

Research Framework 
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