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Abstract

This study aims to empirically test the influence of financial performance as proxied by return on assets
and leverage on corporate social responsibility (CSR) disclosure and is strengthened by company size.
This research is important because the object of this research is banking companies which have a crucial
role in considering environmental issues in providing credit. Even though banking companies are not
directly involved in environmental damage issues. The object of this study is banking companies listed
on the Indonesia Stock Exchange in 2017-2022. The sample in this study was 21 banking companies
selected using a purposive sampling technique and the sample years of these companies were not
consecutive so that 115 observational data were obtained. The analysis technique in this research uses
WarpPLS version 7.0. The results of this research show that leverage has a positive influence on
corporate social responsibility and company size plays a role in strengthening this influence. However,
profitability does not have a positive influence on corporate social responsibility, while company size
strengthens this influence. The implication of this research is the importance of corporate social
responsibility disclosure which is supported by leverage and company size for the survival of the
company.
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Abstrak

Studi ini bertujuan untuk menguji secara empiris pengaruh kinerja keuangan yang diproksi return on
asset dan leverage pada pengungkapan coporate social responsibility (CSR) dan diperkuat dengan
ukuran perusahaan. Penelitian ini penting dilakukan karena obyek dari penelitian ini adalah perusahaan
perbankan yang memiliki peran krusial dengan mempertimbangkan isu lingkungan dalam pemberian
kredit. Padahal perusahaan perbankan tidak terlibat secara langsung pada masalah kerusakan
lingkungan. Obyek studi ini pada perusahaan perbankan yang terdaftar di Bursa Efek Indonesia tahun
2017-2022. Sampel dalam penelitian ini sebanyak 21 perusahaan perbankan yang dipilih menggunakan
teknik purposive sampling dan tahun sampel perusahaan ini secara tidak berturut-turut sehingga
diperoleh data sebanyak 115 data pengamatan. Teknik analisis pada penelitian ini menggunakan
WarpPLS versi 7.0. Hasil dari penelitian ini menunjukan bahwa leverage memiliki pengaruh positif
terhadap corporate social responsibility dan company size berperan memperkuat pengaruh tersebut.
Namun, profitabilitas tidak memiliki pengaruh positif terhadap corporate social responsibility, sementara
company size memperkuat pengaruh tersebut. Implikasi dari penelitian ini adalah pentingnya
pengungkapan corporate social responsibility yang di dukung oleh leverage dan company size untuk
keberlangsungan hidup perusahaan.
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INTRODUCTION

Currently, corporate social responsibility (CSR) is a major concern in the business world
and is something that is seen as a necessity for a company and a requirement in running
a business. The essence of CSR is that companies can help the environment around them
and even the world in general by making progress and improving living standards. CSR
takes the form of a company's efforts to improve life around it, protect the environment,
and help those in need in the area where the company operates (Shayan et al., 2022).
Today, it is important for businesses to protect the ecosystem in which they operate if
they want to stay in business.

The term CSR is used to describe various initiatives undertaken by companies as part of
their commitment to the welfare of their environment and the greater good. In addition to
complying with all relevant laws and regulations, CSR includes a variety of other
activities designed to improve a company's position in the local community. CSR is seen
as not just a form of image that is focused on the community by all people, especially
those in the working class. However, CSR can have long-term effects on businesses, both
directly and indirectly (Shayan et al., 2022) and (Aslaksen et al., 2021).

Companies have a legal obligation to disclose their CSR activities because doing so
demonstrates their commitment to social responsibility beyond their traditional
stakeholder base, customers, investors and employees (Pfajfar et al., 2022). The section
detailing CSR is contained in the company's financial report, which is detailed in
accordance with the provisions of Law no. 40 article 74 of 2007 concerning limited
liability companies, social responsibility and environmental natural resources.
Furthermore, government regulation or Peraturan Pemerintah (PP) Number 47 of 2012
concerning social responsibility and limited liability companies is the next statutory
regulation which regulates CSR, where each company as a separate legal entity, has
responsibilities regarding the impact on society and the environment in the PP Article 2
and 3 (Tempo.Co, 2022). This means that if a company is unable to carry out its
responsibilities carefully towards the environment, it could threaten environmental
sustainability (Hartono, 2018). CSR is not only a business need, but a growing movement
or trend among many organizations of all sizes (Anwar, S. M., & Rajab, 2019).

Financial institutions are also one of the industries that must fulfill their responsibilities
to society by implementing CSR. The banking industry contributes to significant CSR
disclosures because the traditional model of management accountability has shifted from
shareholders to the wider community (Anwar, S. M., & Rajab, 2019). In Indonesia, Banks
are required to carry out CSR disclosures as regulated in Financial Services Authority
Regulation number 51/PJOK.03/2017 concerning the implementation of sustainable
finance for financial services institutions, issuers and public companies (OJK, 2017).
Financial institutions are so open about their CSR efforts because banking is regulated by
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law, government regulations, OJK regulations, and banking plays an important role in the
Indonesian economy by helping money to move to various businesses that are directly
related to society and to maintain a good name in society. Correct companies now not
only want to seek profit or economic gain (profit), but also have a sense of concern for
the survival of the community and the preservation of nature (Della, I. H. P., & Laily,
2021).

Whether a company carries out CSR or not is influenced by several factors, including the
company's financial performance and company size (Kusumawardani & Sudana, 2017).
A business can use consideration of these factors to inform its annual report's decisions
about its social responsibility initiatives. Financial performance is a key driver of a
company's CSR efforts. By analyzing its financial performance, a company can determine
whether it has achieved its profit goals or not. A high level of financial performance is an
indication of a successful business, and the more profitable the company, the better. In
addition, a company's financial performance can indicate its readiness to compete in its
industry by revealing whether its operations are in line with strategic objectives (Okafor
et al., 2021), (Zahid et al., 2021), (Jahmane & Gaies, 2020), and (Ait Sidhoum & Serra,
2017).

Financial performance refers to the evaluation of how well the business operates and
performs in accordance with accepted financial execution standards. Business success is
often measured by how well a company is able to generate profits, and this is why
financial performance is often closely monitored. Financial performance in a certain time
period is an achievement and reflection of the company's current financial health.
Profitability and leverage are several indicators showing the health of a company that can
be used to assess its financial position. Financial performance in terms of social
responsibility is influenced by profitability which is proxied by Return on Assets (ROA)
and leverage which is proxied by Debt to Assets Ratio (DAR) (Yovana & Kadir, 2020).

According to research by Della, I. H. P., & Laily (2021), profitability is an influence on
CSR disclosure, therefore the more value generated, the more CSR disclosure will be
made. According to Ardana et al. (2023), Arfianti et al. (2023), Hudzafidah (2023),
Khairunnisa & Kusmayanti (2023), Mardiati et al. (2023), Puteri et al. (2023), Widayanti
et al. (2023), Subiyanto et al. (2022), Santosa et al. (2021), Kalsum (2021), Dewi &
Budiasih, (2021), Purbawangsa et al. (2020), Kamaliah (2020), Kapitan & Ikram (2019),
Ramadhani & Agustina (2019), Oktavianawati & Sri, (2018), Ompusunggu (2016), and
Ebrahim Nawaiseh et al. (2015), a company's level of profitability is positive correlated
with the extent to which it discloses its CSR initiatives. A high ROA implies that the
business is effectively managing its finances. This will incentivize management of the
corporation to enhance company performance, including by being mindful of
environmental and social issues (Hudzafidah et al., 2023). Contrary to Setijaningsih &
Kurniawan (2023), Sriyatun et al. (2023), Sulastri et al. (2023), Andriani & Masliha,
(2022), Mudjiyanti et al. (2022), Ravi & Mulya (2022), Riyadi et al. (2022), Lubis &
Dewi (2020), Razafindrambinina et al. (2020), Syahierah & Larasati (2019), Wardhani et
al. (2019), and Riantani & Nurzamzam, (2015) argue that CSR does not depend on
profitability. This means that the size of the company's profitability will not affect CSR
disclosure because company profits are for the company's operational purposes, while
social activities are not necessarily part of the company's profitability. Largely profitable
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businesses, on the other hand, are not often involved in social activities because their
primary focus is on profit oriented. (Sulastri et al., 2023).

Leverage research conducted by Ardana et al. (2023), Arfianti et al. (2023), Puteri et al.
(2023), Satwitri (2023), Sriyatun et al. (2023), Andriani & Masliha, (2022), Ravi & Mulya
(2022), Riyadi et al. (2022), Dewi & Budiasih, (2021), Safar, R., & Widyaningsih (2021),
Ramadhani & Agustina (2019), and Oktavianawati & Sri, (2018), show that leverage has
an positive effect on CSR. This shows that if a company discloses a lot of information,
one of which is CSR disclosure, it will be easier for the company to obtain funding or
loans. The rationale is that investors will take this into account when making investment
decisions if they learn more about the company's stellar reputation and its commitment to
upholding their rights as creditors (Ravi & Mulya, 2022). Contrary to the results of this
study, Khairunnisa & Kusmayanti (2023), Mudjiyanti et al. (2022), Al Rasyid (2022),
Santosa et al. (2021), Kalsum (2021), Kapitan & Ikram (2019), Wardhani et al. (2019),
Hidayat (2017) and Riantani & Nurzamzam, (2015) provide the opposite view, namely
leverage has no effect on CSR. This happens because the implementation of social
activities and CSR disclosure is very dependent on company awareness. The possibility
of companies disclosing CSR is also due to the obligation to disclose CSR from the
government which is regulated by law (Santosa et al., 2021).

This study explains the inconsistency of research findings regarding company
performance regarding CSR disclosure. This is in line with Baron & Kenny (1986), who
explain that a mediator variable is needed when the independent variable cannot have a
direct influence on the dependent variable. Apart from that, Baron & Kenny (1986) also
explained that a moderator variable is needed when the relationship is suddenly weak or
inconsistent between the predictor and criterion variables. Apart from financial
performance, there are factors that are felt to strengthen or weaken this influence, namely
company size. Company size is measured by its total assets. The total assets used by a
company show its ability to finance its operations, where the greater the company's assets,
the greater the industry Dewi & Budiasih, (2021). The company's total assets function as
a determinant of size, the bigger it is, the more companies there are and the more widely
known they are (Della, I. H. P., & Laily, 2021).

Companies with a large enough total asset value are likely to have reached a point of
maturity, where they must generate positive cash flows and look to a bright future.
Companies at the current stage have reported more stability and a greater ability to
generate profits than companies with smaller total assets. Companies can be roughly
grouped into three different sizes, with the largest being in the large company category,
then the medium being in the medium company category, and the smallest being in the
small company category (Della, I. H. P., & Laily, 2021).

The size of the company means that there are more and more activities that have a
significant social impact, in which there are shareholders who play a role in the company's
social activities (Paramita, A. 1., & Syahzuni, 2022). This is in accordance with Cowen et
al. (1987) which states that larger companies with greater activity and influence on society
will having investors who might be interested in the social initiatives the firm develops,
and yearly reports will be utilized to offer details about the company's CSR initiatives. So
the size of the company will strengthen or weaken the influence of profitability and
leverage on CSR disclosure. This is in accordance with Ravi & Mulya (2022) and Dewi
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& Budiasih (2021), which states that large company size strengthens the influence of
profitability on CSR disclosure. Large companies are able to attain greater profitability
levels in order to receive positive feedback from creditors and investors, who can then
encourage more CSR disclosure. This happens because large companies receive more
attention from investors and these companies have the ability to spend more on full
disclosures in order to protect their excellent name and reputation, make better investment
alternatives, and keep the loyalty of both potential customers and current employees (Ravi
& Mulya, 2022). However, Ravi & Mulya (2022) and Dewi & Budiasih (2021) explains
that leverage's impact on CSR disclosure cannot be strengthened by a company's size.
Companies tend to focus more on strengthening their financial condition and reducing
costs to fulfill their obligations because the larger they are, the more expensive it is for
them to finance their operational activities. As a result, companies tend to want to report
higher profits in order to lower the possibility of them breaking debt agreements (Ravi &
Mulya, 2022).

Based on the description above, CSR can be used as a tool to improve a company's
reputation. The originality of this study is adding the size variable as a moderating
variable on the influence of financial performance on CSR disclosure, because previous
studies were still inconsistent. This is based on the explanation of Baron & Kenny (1986).
So the research question can be identified as: do profitability and leverage influence CSR
disclosure in banking companies? and does company size moderate the influence of
profitability and leverage on CSR disclosure in banking companies?

LITERATURE REVIEW
Legitimacy Theory

The theory of legitimacy according to Deegan, (2002) is that a corporation will operate
in accordance with the expectations of the environment and surroundings where it is
located. Legitimacy theory according to Dowling & Pfeffer, (1975), emphasizes the
interaction between corporations and society and the environment. From this theoretical
point of view, an organization will provide voluntary reporting of its activities if
management knows what the community wants. Social and environmental transparency
is based on legitimacy theory, in this theory argues that companies should strive to
advance the welfare of the communities in which they operate.

Legitimacy in companies is very important because it describes acceptable behavior
according to established social norms and values and encourages businesses to act in a
way that is aware of their impact on nature. The company's interaction with the public is
the main focus of legitimacy theory, it is based on the idea that it is a component of
society's social system. Companies will work to achieve a fair balance between societal
norms of behavior and the social values inherent in the business environment and can
claim that the company is legitimate when these two processes are in harmony. However,
when they conflict a company may declare the company's legitimacy to be in jeopardy.

Banks are not directly involved in environmental damage issues. However, according to
Branco & Rodrigues (2006) when comparing the actions of businesses from industries
that affect the environment, bank lending and investment strategies might be seen as
similarly environmentally sensitive. Thus, the role of banks becomes crucial by
considering environmental issues in providing credit (Handajani et al., 2019). Therefore,
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organizations take actions to ensure organizational legitimacy (Dowling & Pfeffer, 1975)
a legitimate strategy use by organizations to close the legitimacy gap is substantive
management, which entails actual, substantial changes to the organization's objectives,
structures, and procedures, or to socially institutionalized practices that portray them as
in line with social norms and expectations. Organizations therefore work hard to adhere
to and execute best corporate reporting practices, like social responsibility reports, in
order to preserve legitimacy. This gives stakeholders assurance of mind that the business
upholds ethical corporate reporting standards. As a consequence, CSR disclosure can be
interpreted as a reporting strategy used to monitor corporate legitimacy as well as a tool
for reporting organizational legitimacy initiatives (Velte & Stawinoga, 2017).

Stakeholder Theory

Freeman & David (1983) emphasized that stakeholders or people who have ties to a
corporation can have an impact on the organization's survival ability. This theory states
that the support a company receives from stakeholders has a significant impact on the
business itself. Business according to stakeholder theory, should not only pay attention to
its own interests but must also consider the needs of parties outside the company and try
to fulfill them too because stakeholders according to stakeholder theory will be bound
and interdependent. Consumers, suppliers, local communities, creditors, shareholders,
local governments, foreign governments, employees, distributors, business partners,
social activities, and the media are all considered stakeholders in the development of
stakeholder theory.

Stakeholder support is very important for the continuity of the company, which means
that corporate responsibility, which was previously only measured by economic
indicators, is now expanded to include social factors, both internal and external.
Stakeholder theory explains how and to the extent that CSR disclosure has impacted how
businesses perceive, analyze, and respond to information requests from stakeholders and
the public. Furthermore, (Rivera-Arrubla & Zorio-Grima, 2016) argue that the new
opportunities provided by social media might be more beneficial for social responsibility
goals, which is advantageous for boosting transparency and stakeholder participation,
within the context of stakeholder theory. The banking sector is expected to not only carry
out its main banking tasks but is also asked to remain concerned about the environment
(community) as a form of social responsibility even though banks are not directly
involved in environmental damage issues. However, according to Branco & Rodrigues
(2006) bank lending and investment policies can be considered equally sensitive to the
environment when compared to the activities of companies from sectors that pollute the
environment. Thus, the role of banks becomes crucial by considering environmental
issues in providing credit (Handajani et al., 2019).

Hypothesis Development

Profitability is the amount of profit a company makes based on how well it performs and
how much at a certain point in time. Profitability is understood as the company's ability
to generate profits to increase share value. Companies that have high profitability indicate
that the company has increasing prospects. Companies that have good performance can
be seen from the amount of profit they generate, so investors have confidence in the
company (Safar, R., & Widyaningsih, 2021).
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According to legitimacy and stakeholder theory, companies must consider social and
environmental factors in addition to economic factors to ensure that stakeholders support
CSR initiatives. Profitability is a factor that allows management to express CSR freely
and creatively, as well as revealing how well the company is managed. The banking sector
is expected to not only carry out its main banking tasks but is also asked to remain
concerned about the environment (community) as a form of social responsibility even
though banks are not directly involved in environmental damage issues. However,
according to Branco & Rodrigues (2006) bank lending and investment policies can be
considered equally sensitive to the environment when compared to the activities of
companies from sectors that pollute the environment. Thus, the role of banks becomes
crucial by considering environmental issues in providing credit (Handajani et al., 2019).

Therefore, organizations take action to ensure organizational legitimacy (Dowling &
Pfeffer, 1975). The legitimacy argument, which argues that the public will put pressure
on companies to consider the environment, supports this from a high level of profitability
so that management will be increasingly encouraged to provide detailed information and
be free and flexible in showing and taking responsibility for its social programs. The
research results of Ardana et al. (2023), Hudzafidah (2023), Khairunnisa & Kusmayanti
(2023), Mardiati et al. (2023), Puteri et al. (2023), Widayanti et al. (2023), Subiyanto et
al. (2022), Della, I. H. P., & Laily (2021), Santosa et al. (2021), Kalsum (2021), Dewi &
Budiasih, (2021), Purbawangsa et al. (2020), Kamaliah (2020), Kapitan & Ikram (2019),
Ramadhani & Agustina (2019), Oktavianawati & Sri, (2018), Ompusunggu (2016), and
Ebrahim Nawaiseh et al. (2015), which shows that CSR is influenced by profitability. So
the hypothesis is:

Hji: There is a positive influence between profitability and CSR disclosure.

Leverage is the level at which a company's ability can fulfill its obligations to other
parties. When a company has high leverage, it means creditors are funding its capital and
when it has low leverage, it means using its own funds (Safar, R., & Widyaningsih, 2021).
This condition shows that when leverage decreases or debt increases, it will influence
CSR. A corporation will find it easier to obtain funding or loans if it releases a lot of
information—not just financial data but also by promoting CSR, which enhances the
company's image and protects investors' rights as creditors. When making investing
decisions, investors will take this into account. (Ravi & Mulya, 2022).

According to stakeholder theory, when a company's leverage is high, the company's CSR
disclosure will also be high. So when a company has high leverage, the company is funded
by investors so that it has funds to carry out social activities and has the aim of convincing
investors in the company (Wilangga, 1. D., Saebani, A., & Wijayanti, A., 2020). The
research results of Ardana et al. (2023), Puteri et al. (2023), Satwitri (2023), Sriyatun et
al. (2023), Andriani & Masliha (2022), Ravi & Mulya (2022), Riyadi et al. (2022), Dewi
& Budiasih (2021), Safar, R., & Widyaningsih (2021), Ramadhani & Agustina (2019),
and Oktavianawati & Sri, (2018), show that CSR disclosure is influenced by leverage. So
the hypothesis is:

Hz: There is a positive influence between leverage and CSR disclosure.
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Companies with higher and larger economies of scale are considered capable of surviving
for a long time. The greater the company's assets, the greater the company size (Mayasari
et al., 2018). Companies that have a large size are classified as being able to increase the
company's level of profitability so that it will receive a positive response from market
players such as investors and creditors, which will then be able to increase the company's
CSR disclosure information. This condition shows that when profitability increases or
decreases it will affect CSR disclosure. Large companies may improve their profitability
in order to receive positive feedback from creditors and investors, who can then
encourage them to disclose more CSR information. Because they pay greater attention to
investors in order to preserve a positive image and reputation, make larger investment
decisions, and keep the loyalty of potential customers and staff, large firms provide more
information than small ones (Ravi & Mulya, 2022).

Apart from profitability, this influence is also related to leverage, because the company
will be responsible to its stakeholders. This is in line with Cowen et al. (1987) which
states that larger companies with greater activity and influence on society will have
shareholders who may pay attention to the social programs created by the company and
annual reports will be used to disseminate information about CSR carried out by the
company. This condition shows that when leverage increases or decreases it will have a
detrimental effect on CSR. Large companies can obtain higher leverage levels, allowing
them receive positive feedback from creditors and investors. This positive feedback can
lead to a greater spread of CSR information. It will be easier for a company to obtain
funding or loans if the company releases a lot of information—not primarily financial
information, but also by promoting corporate social responsibility (CSR) to provide
investors with additional knowledge that enhances the business's image and protects their
rights as creditors. When making investing decisions, investors will take this into account
(Ravi & Mulya, 2022). So the size of the company will strengthen or weaken the influence
of profitability and leverage on CSR disclosure.

This explanation is in accordance with stakeholder theory and legitimacy theory, which
states that companies will not be able to survive alone, but companies need stakeholders
to survive and maintain their legitimacy. This is supported by the research findings of
Ravi & Mulya (2022) and Dewi & Budiasih (2021), which state that company size
strengthens the influence of profitability on CSR disclosure.

H3: Company size moderates the influence between profitability and CSR disclosure.
H4: Company size moderates the influence between leverage and CSR disclosure.

RESEARCH METHOD

Banking companies listed on the Indonesian Stock Exchange are the population selected
for this research. The banking sector was chosen as a population because banking helps
move money to various companies that are closely related to society and is regulated by
laws, regulations and OJK (Otoritas Jasa Keuangan) regulations and banking plays an
important role in the Indonesian economy and is used in selecting the population. For the
research sample, a purposive sampling method was used. The following is a sample of
the criteria determined, namely: banking companies listed on the Indonesia Stock
Exchange during 2017-2022; banking companies that have positive profits in the 2017-
2022 period; banking companies that include CSR with GRI Standards in their 2017-2022
target reports; and have complete data on the variables required in this research during
the research period.
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Secondary data is used to support this research. Data is obtained from information that
appears in the company's wishes report. All data was downloaded via Bloomberg.
WarpPLS version 7.0 is used as the analysis tool. The reason for using WarpPLS is
because WarpPLS has advantages when the sample size is relatively modest and is better
able to handle formative measurement models (Hair et al., 2017).

The variables used are profitability, leverage, company size and CSR disclosure. The
measurement of each variable, profitability shows the company's ability to make money
in an effort to increase share value. Based on research conducted by Natalia, Johny, &
Joanne (2018), calculate the ROA ratio, namely net profit after tax has been deducted and
then divided by total assets. ROA was chosen as an indicator to measure banking financial
performance because ROA is used to measure a company's effectiveness in generating
profits by utilizing the assets it owns (Hijriyani & Setiawan, 2017). The formula used in
this research is as follows.

Net profit after tax

Profitability =
Total assets

Leverage is a measure of a company's ability to fulfill its obligations to other parties.

Leverage is the use of funds and assets by a company that has fixed costs with the aim of

increasing potential shareholder profits (Ginanjar et al., 2019). DAR was used in research

by (Yovana & Kadir, 2020), the formula is as follows.

Total debt

Leverage = ——
Total assets

The term company size refers to how big a company is based on the assets it owns. The
number of company assets reveals whether it is a large or small company (Ginting, 2020).
According to research by Ginting (2020) company size is shown by the natural log of
total assets (Ln). The formula for calculating company size is as follows:

Company size = Ln (Total Assets)

This CSR variable is measured based on disclosures based on the GRI Standard, namely
specific standard disclosures. A total of 76 indicators from the disclosure of special
standards consisting of 13 economic indicators, 33 social indicators, and 30
environmental indicators (Mulyani, 2022). Based on research conducted by Noveliza, D.,
Rina, R., & Dhamayanti (2022), the CSRI calculation formula is as follows:

»X
CSR|; = =2
i
Information:
CSRIi = CSR index of company i
XXy = Total item score, value 1 if disclosed and 0 if not disclosed
nj = Number of indicators
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RESULTS AND DISCUSSION

On the basis of sample selection, a sample of 115 observation data was obtained from
banking companies from 2017-2022. Some of the reasons why some data cannot be used
as a sample is because the banking company had negative profits in the 2017-2022 period
and the company data was not complete according to the required data. The following are
the results of the model fit test using the WarpPLS analysis tool version 7.0:

Table 1. Model Fit Test

Criteria Cut of Value Result

Average path coefficient (APC) P-value < 0,05 - 0,021 0,157

Average R-squared (ARS) P-value < 0,05 - 0,013 0,175

Average adjusted R-squared (AARS) P-value < 0,05 - 0,028 0,145

Average block VIF (AVIF) Ideal < 3,3, and < 5 are accepted 1,474

Average full collinearity VIF (AFVIF) Ideal < 3,3, and < 5 are accepted 1,423
>0,1 small

Tenenhaus GoF (GoF) > 0,25 medium 0,418
> 0,36 large

Sympson's paradox ratio (SPR) Ideal = 1, and > 0,7 are accepted 1,000

R-squared contribution ratio (RSCR) Ideal = 1, and > 0,9 are accepted 1,000

Statistical suppression ratio (SSR) Accepted > 0,7 1,000

Source: Data Processing Results, 2023.

Table 1 explains the results of the model fit test, it can be seen that all fit criteria have
been met. The p value for all criteria shows less than 0.05 and is ideal. Apart from that,
Tenenhaus also shows large because it is more than 0.36. Table 2 shows the results of
hypothesis testing, of the four hypotheses, three hypotheses show that they are accepted
with a significance level of 0.05 and 0.10 because this study is social research. One
hypothesis shows to be rejected.

Table 2. Hypothesis Testing

Variable P-Value Path Coefficients Annotation
ROA 0,275 -0,055 Rejected
DAR <0,001* 0,291 Accepted
SIZE*ROA 0,033* 0,165 Accepted
SIZE*DAR 0,100** 0,116 Accepted
*=sig 0,05
**=5ig 0,10

Source: Data Processing Results, 2023.

f=0.12
(P=0.10)

Figure 1. Research Result
Source: Processed data, 2023
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The test results show that profitability has no influence on CSR disclosure. This is
possible because investors and potential investors when making investment decisions are
not only based on considering the influence of financial performance proxied by ROA on
non-financial performance proxied by CSR disclosure. However, they pay more attention
to other factors, such as company issues, other financial performance, and global
economic conditions. Apart from that, it is possible for investors and potential investors
to think that CSR disclosures carried out by companies are simply an excuse for
obligations under the rules set by regulators or as cosmetics to beautify the company's
image. The findings of this study are supported by Setijaningsih & Kurniawan (2023),
Sriyatun et al. (2023), Sulastri et al. (2023), Andriani & Masliha, (2022), Mudjiyanti et
al. (2022), Ravi & Mulya (2022), Riyadi et al. (2022), Lubis & Dewi (2020),
Razafindrambinina et al. (2020), Syahierah & Larasati (2019), Wardhani et al. (2019),
and Riantani & Nurzamzam, (2015) which provide empirical evidence that there is no
influence between profitability and CSR disclosure. However, the findings of this study
are the opposite of Ardana et al. (2023), Arfianti et al. (2023), Hudzafidah (2023),
Khairunnisa & Kusmayanti (2023), Mardiati et al. (2023), Puteri et al. (2023), Widayanti
et al. (2023), Subiyanto et al. (2022), Della, I. H. P., & Laily (2021), Santosa et al. (2021),
Kalsum (2021), Dewi & Budiasih, (2021), Purbawangsa et al. (2020), Kamaliah (2020),
Kapitan & Tkram (2019), Ramadhani & Agustina (2019), Oktavianawati & Sri, (2018),
Ompusunggu (2016), and Ebrahim Nawaiseh et al. (2015).

Meanwhile, leverage shows an influence on CSR disclosure. Companies that have a high
level of leverage are more likely to violate credit agreements, so companies can divert
attention or seek a positive image by disclosing CSR to attract and obtain credit loans
from stakeholders. CSR disclosure can meet the needs of shareholders or investors and
stakeholders in carrying out company operations that care more about the environment,
social and governance. This is in accordance with stakeholder theory which states that a
company will not be able to survive without support from stakeholders. This study is in
accordance with Ardana et al. (2023), Arfianti et al. (2023), Puteri et al. (2023), Satwitri
(2023), Sriyatun et al. (2023), Andriani & Masliha (2022), Ravi & Mulya (2022), Riyadi
et al. (2022), Dewi & Budiasih (2021), Safar, R., & Widyaningsih (2021), Ramadhani &
Agustina (2019) and Oktavianawati & Sri, (2018), which provide empirical evidence that
CSR disclosure is influenced by leverage. However, this study is in contrast to
Khairunnisa & Kusmayanti (2023), Mudjiyanti et al. (2022), Al Rasyid (2022), Santosa
et al. (2021), Kalsum (2021), Kapitan & Ikram (2019), Wardhani et al. (2019), Hidayat
(2017), and Riantani & Nurzamzam, (2015).

Likewise, company size moderates the influence of leverage on CSR disclosure. This
means that the larger the company size, the stronger the influence of leverage on CSR
disclosure. This means that the greater the company is likely to have a high level of
leverage and the possibility of violating credit agreements will also be higher so that the
company will divert attention or seek a positive image by carrying out CSR disclosures
in order to obtain credit loans from stakeholders. Apart from that, company size also
strengthens the influence of profitability on CSR disclosure. This is in accordance with
studies from Ravi & Mulya (2022) and Dewi & Budiasih (2021) which state that company
size is able to moderate the influence of profitability on CSR disclosure.
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Company size is a factor that influences the dependence of company legitimacy (Velte &
Stawinoga, 2017) so that it has an impact on the level of social exposure of the
organization (Lai et al., 2014). Therefore, due to higher public visibility, large companies
compared to small companies may choose CSR disclosure as their reporting strategy (Lai
et al., 2014). Additionally, in order to establish credibility, highly leveraged companies
may adopt developing corporate reporting techniques like CSR disclosures to provide
additional information to stakeholders like lending institutions. Conversely, less
successful companies might have to disclose more corporate information in order to gain
credibility, but they might not have to highlight how significantly it affects their bottom
line.

In addition, companies that receive bad ratings may use strategies for voluntary reporting
to control corporate legitimacy (Deegan, 2002), because when companies earn negative
ratings, their validity is threatened (Chatterji & Toffel, 2010). CSR disclosures are used
as external guarantees that can increase the credibility and reliability of the information
disclosed, especially in terms of sustainability issues, thus contributing to organizational
legitimacy (Lai et al., 2014). Companies belonging to certain industries (environmentally
and socially sensitive) may disclose more information to maintain their legitimacy
(Nicolo et al., 2020). Banking is not directly involved in environmental damage issues.
However, according to Branco & Rodrigues (2006) when comparing the actions of
companies from industries that affect the environment, bank lending and investment
strategies might be seen as similarly environmentally sensitive. Thus, the role of banks
becomes crucial by considering environmental issues in providing credit (Handajani et
al., 2019). Therefore, organizations take action to ensure organizational legitimacy
(Dowling & Pfeffer, 1975). Furthermore, (Rivera-Arrubla & Zorio-Grima, 2016) argue
that social media's new opportunities can be more helpful for CSR goals within the
framework of legitimacy theory, which is advantageous for raising stakeholder
involvement and transparency (van Bommel, 2014)

CONCLUSSION

This study concludes that CSR disclosure can be influenced by financial performance,
especially leverage. Apart from that, company size has a moderating role in the influence
of financial performance on CSR disclosure. Banking is not directly involved in
environmental damage issues. However, according to Branco & Rodrigues (2006) when
comparing the actions of companies from industries that affect the environment, bank
lending and investment strategies might be seen as similarly environmentally sensitive.
when comparing the actions of companies from industries that affect the environment,
bank lending and investment strategies might be seen as similarly environmentally
sensitive. Thus, the role of banks becomes crucial by considering environmental issues in
providing credit (Handajani et al., 2019). Therefore, organizations take action to ensure
organizational legitimacy (Dowling & Pfeffer, 1975). The limitation of this research is
the minimal R2 value, which is only 17%. This means that there are many other factors
that can influence CSR disclosure besides these variables. In addition, this research
sample only focuses on banking companies, so the results of this study cannot be
generalized to other sectors. Suggestions for future studies are to modify the research
model by adding mediating variables, adding control variables, and adding other
independent variables to have more influence on CSR disclosure. The implication of this
research is the importance of CSR disclosure for company sustainability.
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