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Abstract 
 

The purpose of this study is to examine the effect of corporate governance (CG) mechanism on voluntary 
corporate social responsibility (CSR) disclosure and to examine the effect of voluntary CSR disclosure on 
the economic consequences (bid-ask spreads, trading volume and share price volatility). These samples 
included 137 companies listed on the Indonesia Stock Exchange (IDX) in the 2015 reporting period, in 
particular the companies that are not engaged in the exploration of natural resources and which by law 
are not obliged to carry out CSR. Analysis model used in this research is the analysis of SEM-PLS. 
 
The results showed that the CG mechanisms have not been able to optimally and fully in encouraging 
public companies in Indonesia to implement CSR activities voluntarily, so there are a lot of companies 
that do not provides a complete of CSR information. While the test results on the effect of voluntary CSR 
disclosure on the economic consequences indicates that voluntary CSR disclosure are able to reduce bid-
ask spreads, increase trading volume, and reduce share price volatility. This shows that investors in 
Indonesia positively respond to the voluntary of CSR disclosure. 

 
Keywords: CG mechanism,CSRvoluntary disclosure, economic consequences. 

 
I. INTRODUCTION 

1.1 Background 
Business activities especially engaged in the 
utilization of natural resources, either directly or 
indirectly, will have impacts on the surrounding 
environment as the problems of pollution, waste, 
product safety and labor (Nur and Priantinah, 
2012). Their impact on the environment affects 
public awareness of the importance of social 
responsibility, known as corporate social 
responsibility (CSR). Currently the companies are 
engaged in various business sectors in Indonesia 
are mostly claiming that their company has been 
carrying out its social obligations to the 
environment surrounding the company. 
Therefore, many companies that allegedly have 
been doing CSR. 

The mechanism of corporate governance 
in the company can be used as the supporting 
infrastructure on the practices and CSR 
disclosure in Indonesia. Corporate governance 
mechanism expected to reduce the information 
asymmetry. The asymmetry of information can 
lead to adverse selection and moral hazard that 
can eventually lead to companies not 
implementing CSR practices. As a result, 
stakeholders may not be able to provide rewards 
for companies that implement CSR practices or 

provide punishment for companies that do not 
practice CSR (Main, 2007). 

According to Zeff (1978), economic 
consequences is meant theimpact of accounting 
reports on the decision-making behavior of 
business, government,unions, investors and 
creditors.Economic consequences is a concept 
that although contrary to the implications of the 
efficient capital markets theory, accounting policy 
choice may affect the value of the company. 
Economic consequences are necessary to know 
the market response to changes in accounting 
policies despite the change in accounting policy 
has no direct influence on cash flow. 

 
 

II. THEORETICAL BACKGROUND AND 
HYPOTHESIS DEVELOPMENT 

2.1 Theoretical Background 
2.1.1Corporate Governance 
Forum for Corporate Governance in Indonesia 
(KNKG, 2006)defines corporate governance as a 
set of rules that prescribe the relationship 
between shareholders, management, creditors, 
government, employees and other internal and 
external stakeholders with respect to their rights 
and obligations.  
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 2.1.2 CSR Voluntary Disclosure 
CSR disclosure practices can be voluntary and 
mandatory. Mandatory disclosure is the 
disclosure of which is required by a standard 
setter for companies to disclose CSR in financial 
reporting. By law, the CSR must be disclosed by 
the companies running their business in the field 
or related to natural resources. Voluntary 
disclosure is a disclosure made by the company 
beyond that required by standard setters.  
 
2.1.3 Economic Consequences 
Zeff (1978) in an article entitled: "The Rise of 
Economic Consequences" defined economic 
consequences as a result of accounting reports on 
the behavior of business decision makers, 
governments, investors and creditors. In the 
study of Leuz and Wysocki (2008), the economic 
consequences defined as the impact of disclosure 
policy change to the financial statements. 
Meanwhile, Gozali et al. (2002) in their research 
indicates that the economic consequences arising 
because the existence of non-financial 
information, that is the environmental 
disclosures contained in the annual report.  
 
2.2. Hypothesis Formulation 
2.2.1 The Effect of Managerial Ownership on 
CSR Voluntary Disclosure 
Setyarini and Paramitha (2011) found that 
managerial ownership negatively affects CSR 
disclosure. Furthermore Rustiarini (2011) 
showed that managerial ownership negatively 
affects CSR disclosure. Based on the above 
explanation, the hypothesis can be formulated as 
follows:  
H1:  Managerial ownership negatively affects CSR 

voluntary disclosure. 
 
2.2.2 The Effect of the Domestic Institutional 
Ownership on CSR Voluntary Disclosure 
Susanti and Riharjo (2013) showed that domestic 
institutional ownership positively affects CSR 
disclosure. Based on the above explanation, the 
hypothesis can be formulated as follows: 
H2: The proportion of domestic institutional 

ownership positively affects CSR voluntary 
disclosure 

 
2.2.3 The Effect of Foreign Institutional 

Ownership on the CSR Voluntary 
Disclosure 

Aini and Cahyonowati (2011) showed that 
foreign ownership positively effects on CSR 
disclosure. Based on the above explanation, the 
hypothesis can be formulated as follows: 
H3: The proportion of foreign institutional 

ownership positively affects CSR voluntary 

disclosure 
 
2.2.4 The Effect of Public Ownership on the 

CSR Voluntary Disclosure 
Lamia et al. (2014) showed that public ownership 
positively affects CSR disclosure.  
Based on the above explanation, the hypothesis 
can be formulated as follows:   
H4: The proportion of public ownership 

positively affects CSR voluntary disclosure 
 
2.2.5 The Effect of Proportion of the Board of 

Directors on the CSR Voluntary 
Disclosure 

Fadhila (2015) showed that the proportion of the 
board of directors from the board of 
commissioners and audit committee positively 
effects on CSR disclosure. Based on these 
explanations, hypotheses can be formulated as 
follows: 
H5:  The proportion of the board of directors from 

the board of commissioners and audit 
committee positively affects CSR voluntary 
disclosure   

H6:  The proportion of the board of directors from 
the board of commissioners, audit committee 
and board of directors positively affects CSR 
voluntary disclosure 

 
2.2.6  Effect of Proportion of Independent 

Commissioners and Audit Committee on 
CSR Voluntary Disclosure 

Iswandika et al. (2014) showed that the audit 
committee positively effects on the CSR 
disclosure. This shows that the larger the size of 
the audit committee, the audit committee's role in 
controlling and monitoring the top management 
more effective. Based on the above explanation, 
the hypothesis can be formulated as follows:   
H7: Theproportion of independent 

commissioners and the audit committee from 
the board of commissioners and audit 
committee positively affects the CSR 
voluntary disclosure 

H8:  The proportion of independent 
commissioners and the audit committee from 
the board of commissioners, audit committee 
and board of directors positively affects the 
CSR voluntary disclosure 

 
2.2.7 The Effect of CSR Voluntary Disclosure 
on the Bid-Ask Spread 
Komalasari(2000)suggests that the desire to 
reduce the information asymmetry can be done 
by examining the bid-ask spreads of the company. 
He showed that when the bid-ask spreads 
decreased, it can be concluded that the 
information asymmetry is also decreased. Based 
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on the above explanation, the hypothesis can be 
formulated as follows: 
H9: CSR voluntary disclosure negatively affects 

the bid-ask spread 
 
 
 
2.2.8 The Effect of CSR Voluntary Disclosure 

on the Trading Volume 
Vijaya (2012) showed that CSR disclosure 
positively and significantly affects the trading 
volume. This means that the company's CSR 
disclosure in the annual report is able to 
influence the market reaction. Based on the above 
explanation, the hypothesis can be formulated as 
follows: 
H10:  CSR voluntary disclosure positively affects 

the trading volume 
 
2.2.9 The Effect of CSR Voluntary Disclosure 
on Share Price Volatility 
The lower the share price volatility shows the 
smaller the information asymmetry. In general, 
companies that have low volatility is a stable 
company. Companies that disclose well CSR 
assumed as a stable company and has a lower 
information asymmetry. Based on the above 
explanation, the hypothesis can be formulated as 
follows: 
H11:  CSR voluntary disclosure negatively affects 

the share price volatility 
 

III.  RESEARCH METHODOLOGY 
3.1. Research Variable 
3.1.1 Dependent Variable 
The dependent variable is the variable that is 

affected by the independent variable. The 
dependent variable used in this study is the 
economic consequences which consist of: 
 
3.1.1.1 Bid Ask Spread 
Bid-ask spreads (BASP) is the difference between 
the selling price and the purchase price. Bid-ask 
spreads arise because of costs of information 
asymmetry. 
 
The formula of bid-ask spreads are as follows: 

SPREADi,t=  

 
3.1.1.2 Trading Volume   
Trading volume (TRVO) reflects the strength of 
supply and demand, which is a reflection of 
investor behavior.The formula of trading volume 
is as follows: 
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3.1.1.3 Share Price Volatility 
Share price volatility (SPV) is a statistical 
measurement of fluctuations in stock prices over 
a certain period. 
The formula ofshare price volatility is as follows: 
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3.1.2 Independent Variables 
Independent variables used in this study is corporate governance, which are grouped into two parts, 
namely: 
 
3.1.2.1 Ownership Structure 
The ownership structure consists of: 
1.  Managerial Ownership 

The proportionof managerial 
ownership = 

The number of shares owned by management 
x 100% 

The number of outstanding shares  
2.  Domestic Institutional Ownership 

The proportion of domestic 
institutional ownership = 

The number ofshares owned by domestic institutions 
x 100% 

The number of outstanding shares  
3.  Foreign Institutional Ownership 

The proportion of foreign 
institutional ownership = 

The numberof shares owned by foreign institutions 
x 100% 

The number of outstanding shares  
4. Public Ownership 

The proportion of public 
ownership = 

The numberofshares owned by the public 
x 100% 

The number of outstanding shares  
 
 
3.1.2.2 Management/Control Structure 
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The management/control structure consists of: 
1. The proportion of the board of directors from the board of commissioners and audit committee 

(PDKA) is formulated as follows: 
 

PDKA= 
The number of board directors 

x 100% 
The number of board commissioners + The number of audit committee 

 
2.  The proportion of board directors from the board of commissioners, audit committee and board of 

directors (PDDK) is formulated as follows: 

PDDK= 
The number of board directors 

x 100% The number of board of commissioners + The number of audit committee+ The 
number of board directors 

 
3.  The proportion of independent commissioners and the audit committee from the board of 

commissioners and audit committee (PKKA) is formulated as follows:  

PKKA= 
The number of independent commissioners + The number of audit committee 

x 100% 
The number of board commissioners + The number of audit committee 

 
4. The proportion of independent commissioners and the audit committee from the board of 

commissioners, audit committee and board of directors (PKDK) is formulated as follows: 

PKDK= 
The number of independent commissioners + The number of audit committee 

x 100% The number of board of commissioners + The number of audit committee + The 
number of the board of directors  

 
IV. Results and Discussion 

 
4.1 Description of Research Object 

 
Table 1: Sample Determination Procedure 

Number Description Amount 

1 The company is listed on the Indonesia Stock Exchange (IDX) in the reporting 
period 2015 

 
455 

2 Companies included in the high profile industry  205 

3 Companies doing an IPO in 2014-2015. 31 
 4 The company does not have a complete stock price data  2 

5 Non-natural resource companies do not disclose social responsibility 
information in its annual reports 

 
11 

 6 Companies are required (mandatory) to disclose social responsibility 
information in their annual reports 

 
50 

 7 The company has the value of the bid-ask spreads, trading volume and share 
price volatility is equal to zero 

12 
 

8 The company does not publish annual reports 2 

9 The company as the Indonesian State Owned Enterprises 5 

10 Total company sample 137 
 
 

 
4.2 Descriptive Statistics 

Table 2:CSR Disclosure Score 
Yes No % Total Disclosure Score 

934 14.204 7% 

Source: Results of data processing 
 
4.2.1 The Proportion of Managerial 

Ownership and CSR Voluntary 
Disclosure 

The test results showed that H1 stating the 
proportion of managerial ownership negative 
effect on CSR voluntary disclosure is supported.  
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4.2.2  The Proportion of Domestic 

Institutional Ownership and CSR 
Voluntary Disclosure 

The test results showed that the H2 stating the 
proportion of domestic institutional ownership 
positively affects CSR voluntarydisclosure is not 
supported.  
4.2.3 The Proportion of Foreign Institutional 

Ownership and CSR Voluntary 
Disclosure 

The test results showed that the H3 stating the 
proportion of foreign institutional ownership 
positively affects CSR voluntary disclosure is not 
supported.  
 
4.2.4 The Proportion of Public Ownership 
and CSR Voluntary Disclosure 
The test results indicate that the H4 stating the 
proportion of public ownership positively affects 
CSR voluntarydisclosure is not supported.  
 
4.2.5  The Proportion of the Board of 

Directors from the Board of 
Commissioners and the Audit 
Committee and CSR Voluntary 
Disclosure 

The test results showed that the H5 stating the 
proportion of the board of directors from the 
board of commissioners and audit committee 
positively affects CSR voluntarydisclosure is not 
supported.  
 
4.2.6  The Proportion of the Board of 

Directors from the Board of 
Commissioners, Audit Committee and 
Board of Directors and CSR 
VoluntaryDisclosure 

The test results indicate that H6 stating the 
proportion of the board of directors from board 
of commissioners, audit committeeandboard of 
directors positively affects CSR voluntary 
disclosure is supported.  
 
4.3.7 The Proportion of Independent 

Commissioners and Audit Committee 
from the Board of Commissioners and 
the Audit Committee and CSR 
Voluntary Disclosure 

The test results showed that the H7 stating the 
proportion of independent commissioners and 
the audit committee from the board of 
commissioners and audit committee positively 
affects CSR voluntary disclosure is supported.  
 
4.2.8 The Proportion of Independent 

Commissioners and Audit Committee 
from the Board of Commissioners, 

Audit Committee and Board of 
Directors and CSR VoluntaryDisclosure 

The test results showed that the H8 stating the 
proportion of independent commissionersand 
audit committee from the board of 
commissioners, audit committee and board of 
directors positively affects on CSR 
voluntarydisclosure is not supported.  
 
4.2.9  CSR VoluntaryDisclosure and Bid-Ask 

Spread 
The test results showed that the H9stating the 
CSR voluntary disclosure negatively affect the 
bid-ask spread is supported.  
 
4.2.10  CSR VoluntaryDisclosure and Trading 
Volume 
The test results showed that the H10stating the 
CSR voluntarydisclosure positively affects on 
trading volumes is supported.  
 
4.2.11  CSR Voluntary Disclosure and Share 

Price Volatility 
The test results showed that the H11stating the 
CSR voluntarydisclosure negatively effect the 
share price volatility is supported. The path 
coefficients of -0.17 and a p-value of 0.01 (p 0.01 
<0.05), means CSR voluntarydisclosure negative 
and significant effect on the share price 
volatility. 
 

V. Conclusions 
The purpose of this study was to examine two 
things, namely the effect of CG mechanisms on 
CSR voluntary disclosure and the effect of CSR 
voluntarydisclosure on economic consequences. 
In the first test, the independent variables of the 
CG mechanism consisted of the proportion of 
managerial ownership; The proportion of 
domestic institutions ownership; The 
proportion of foreign institution ownership; The 
proportion of public ownership; The proportion 
of the board of directors from the board of 
commissioners and the audit committee; The 
proportion of the board of directors from the 
board of commissioners, the audit committee 
and the board of directors; The proportion of 
independent commissioners and audit 
committees from the board of commissioners 
and audit committees; As well as the proportion 
of independent commissioners and audit 
committees from the board of commissioners, 
audit committee and board of directors. The 
dependent variable is a CSR voluntarydisclosure 
consisting of economic dimension, 
environmental dimension, social dimension 
(labor practice dimension), humanrights 
dimension, community dimension and product 
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responsibility dimension. While in the second 
test, the independent variable is CSR 
voluntarydisclosure and the dependent variable 
is an economic consequence consisting of bid-
ask spreads, trading volume, and share price 
volatility. 

The data used in this study is secondary 
data. The sample totaled 137 companies listed 
on the Indonesia Stock Exchange in the 
reporting period 2015, especially companies 
that are not engaged in the exploration of 
natural resources and which by law are not 
obliged to carry out CSR. 

The relationship of the above three 
variables was developed into 11 hypotheses. 
The successful hypotheses supported are (1) 
The proportion of managerial ownership 
negatively affect CSR voluntary disclosure; (2) 
The proportion of the board of directors from 
the board of commissioners, audit committee 
and board of directors positively affects the CSR 
voluntarydisclosure; (3) The proportion of 
independent commissioners and audit 
committees from the board of commissioners 
and audit committees positively affects the CSR 
voluntarydisclosure; (4) CSR voluntary 
disclosure negatively affects bid-ask spread; (5) 
CSR voluntary disclosure positively affectsthe 
trading volume; (6) CSR voluntary disclosure 
negatively affects the share price volatility. 
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