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ABSTRACT 
The purpose of this study is to analyze whether firm value mediates the effect of Corporate 
Social Responsibility (CSR) and dividend yield on stock returns. The samples are 12 
companies; they chosen by purposive sampling method. The data is processed by panel 
regression and Sobel Test using eViews 9.0. The results showed that firm value is mediating 
the effect of Corporate Social Responsibility (CSR) to stock return. The second result is firm 
value isn’t mediating the effect of Dividend Yield to stock return. 
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One of the goals of a company is to prosper the shareholders. Shareholders have 
believed to invest their money in a company and hoping that their investment will grow in a 
certain time. The company must run the operational activities well, so the company can 
generate profits and realize the expectations of shareholders. In running its operational 
activities the company also has several obligations, one of which is carrying out CSR 
(Corporate Social Responsibility) activities. The obligation has been regulated by the 
government in UU RI No.40 of 2007 Pasal 74 about Limited Liability Company, that is, the 
company that carries out its business activities in and / or related to natural resources must 
carry out Social and Environmental Responsibility, if it does not carry out the obligations 
referred to will be subject to sanctions in accordance with the provisions of the legislation. 

According to Chen and Lee (2017) there is a positive influence between CSR and 
financial performance of a company. If the company has better CSR activities, the better 
reputation of a company and will get support from the government. As a result, the 
company's financial performance will increase which will also affect profits and have a 
positive influence on the welfare of shareholders. 

Investors will be satisfied with the payment of dividends received each period. The 
amount of dividend payment can be viewed positively or negatively by investors. If dividend 
payment is too large, then the assumption of retained earnings held by the company in that 
period is a little so that the capital to develop its business is reduced, and has a negative 
impact from the investor's perspective. Conversely, if the dividend amount and frequency are 
very small, the welfare of investors will decrease. 

Stock returns received by investors not only from dividends, but also from capital gains. 
According to Tax Differential Theory presented by Litzenberger and Ramaswamy stated that 
investors prefer capital gains rather than dividends, even though the company decides to 
distribute dividends, investors tend to choose dividend payments in small amounts so that 
the retained earnings remain to develop larger businesses. 

CSR and dividend payments made by the company will affect the value of the company 
which will also affect stock price movements, and affect the stock returns received by 
investors. In this research, we want to examine how the effect of CSR and dividends is the 
costs that must be spent by the company on the value of the company that has a role in 
influencing stock returns. 
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THEORETICAL REVIEW 
 

In this research, there are four variables, CSR and Dividend Yield are independent 
variables, company value is a mediating variable, and stock return is the dependent variable. 
The following is the framework of this research: 
 
 
 
 
 
 
 
 

Figure 1 – Corporate Social Responsibility (CSR) 

 
Corporate CSR is expected to provide long-term benefits, positive relationships with 

stakeholders must be maintained to minimize conflicts that will occur (Gitman & Zutter, 
2015). According to Lins, et al (2017) with companies implementing CSR activities that are 
beneficial to the environment can increase investor confidence in the company, the 
company's image will look better in the eyes of the public and will produce something 
positive. At present the responsibility of the company must rest on the triple bottom lines, 
namely corporate responsibility on social, environmental and financial aspects so that each 
company is required to disclose information about corporate social responsibility or 
Corporate Social Responsibility (Hartoyo, 2016). To measure the Corporate Social 
Responsibility Index used categories derived from the GRI (Global Reporting Initiative) 
indicator. 
 

𝐶𝑆𝑅𝐷𝐼𝐽 =  
 𝑋𝑖𝑗

𝑛𝑗
 

 
Dividend Yield. Investors want a relatively stable dividend distribution because it 

reduces uncertainty about the expected results of investments made and can also increase 
investor confidence in the company so that the value of shares also increases. Dividend yield 
is one indicator that is often used by securities analysis to measure the performance of a 
company in distributing profits on income of shares traded in the capital market. The yield 
dividend in this study can be formulated as follows: 
 

Dividend Yield = 
Dividend  Per  Lembar  Saham

Harga  Saham  Per  Lembar  Saham
 × 100% 

 
Company Value. To measure the value of a company in this study, Tobin’s Q method is 

used as a valuation ratio (Valuation Ratio), which is the most comprehensive measure to 
assess the work of a company, because the ratio reflects a combination of risk-ratio effects 
and return-yield ratios. If the value of Tobin’s Q is more than one company, this will stimulate 
investment, whereas if the value of Tobin’s Q is less than one, it will reduce investment. 
Tobins’Q calculations are as follows: 
 

Tobin′s Q =  
Market Value of Equity + Book Value of Debt  

Book Value of Total Asset
 

 
Stock Return. Based on the two concepts by Tandelilin (2011), the total return of an 

investment can be calculated by using yield and capital gains obtained from an investment. 
In this study, the researcher calculates stock returns by using actual return, which is the 
difference between the current stock price and the stock price in the previous period or can 
be formulated as follows: 
 

Corporate Social 
Responsibility 

Dividend Policy 

Firm Value Stock Return 
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Rit  =  
𝑃𝑡−(𝑃𝑡−1)

𝑃𝑡−1
 

 
Where: Rit = Stock return in the t period; Pt = Stock price in t period; Pt-1 = stock price before t 
period. 
 

METHODS OF RESEARCH 
 

The population in this research includes listing companies on the Indonesia Stock 
Exchange (IDX) during the 2012-2016. The sampling method used by the author in this 
research was using purposive sampling method. Samples taken from populations that have 
met the criteria there are 12 companies. This research will use panel data regression 
because the data consists of time series and cross section. 

In estimating panel data regression there are three models, namely Common Effect 
(CE), Fixed Effect (FE), and Random Effect (RE). To choose the best model, Chow test, 
Huasman test, and Lagrange test were conducted. In addition to conducting panel data 
regression, in this study a Sobel test was conducted to determine whether the company 
value variable mediates the effect of CSR variables and yield dividends on stock returns. The 
first step is by calculating the indirect coefficient value, after that it looks for the standard 
error value from the indirect effect coefficient. 
 

𝑆𝑝2𝑝3 =  𝑝32𝑆𝑝22 +  𝑝22𝑆𝑝32 + 𝑆𝑝22𝑆𝑝32 

 

𝑡 ℎ𝑖𝑡𝑢𝑛𝑔 =
𝑝2 X 𝑝3 

𝑆𝑝2𝑝3
 

 
If the result of t count is greater than t table with a 0.05 level of significance, it can be 

concluded that the mediation coefficient is significant which means that the mediating 
variable influences the influence of the independent variable on the dependent variable. 
 

RESULTS AND DISCUSSION 
 

To prove the first hypothesis is whether the company value variable mediates the effect 
of CSR on stock returns, regression and Sobel Test are carried out with the following results: 
 

Table 1 – Results of Multiple Regression CSR and Company Value – Stock Returns 
 

Dependent Variable Company Value Stock Returns 

Model Random Effect Fixed Effect 

Independent Variable CSR CSR Company Value 

Coefficient 0.005095 -0.507319 92.72008 

Standard Error 0.001770 0.416999 31.49466 

t Statistics 2.878643 -1.216594 2.943993 

Probability 0.0056 0.2300 0.0051 
 

Source: Eviews 9.0. 

 
Standard error from the indirect effect coefficient: 

 

𝑆𝑝2𝑃3 =  𝑃32𝑆𝑝22 + 𝑃22𝑆𝑝32 + 𝑆𝑝22𝑆𝑝32 = 0.236 

 
The t-statistics value of the influence of mediation: 

 

𝑡 =
𝑝2 X 𝑝3

𝑆𝑝2𝑝3
=

0.005095 X 92,72008

0.236
= 2.0017 

 



RJOAS, 3(87), March 2019 

6 

Because the value of t count of 2.0017 is greater than the value of t table of 1.67155, 
then there is a mediating effect of the company value variable in the effect of CSR on stock 
return. CSR variables directly do not affect stock returns, but indirectly CSR influences stock 
returns by mediating firm value variables. CSR has a significant positive effect on company 
value. The greater the CSR activities carried out by the company, the better the company's 
reputation in the eyes of the public and investors. This causes an increase in the value of the 
company. The results of this study support the results of Chen & Lee (2017) research, 
namely that the higher the company invests in the form of CSR will increase institutional 
shareholders, and develop the size of the company which results in the growth of profits and 
increasing corporate value. The value of the company has a significant positive effect on 
stock returns, the higher the value of the company, the higher the investors value the 
company so that investors want to buy shares at a higher price. So the increasing value of 
the company will cause an increase in stock returns. This result is different from the results of 
the research from McMillan (2017), which is that firm value has a significant negative effect 
on stock returns and Rahman & Mustafa (2018) states that firm value does not significantly 
influence stock returns. 

Next, to prove the second hypothesis is whether the company value variable mediates 
the effect of the Dividend Yield on stock returns, Sobel Test is carried out with the following 
results: 
 

Table 2 – Results of Multiple Regression Dividend Yield and Company Value – Stock Returns 
 

Dependent Variable Company Value Stock Returns 

Model Random Effect Fixed Effect 

Independent Variable Dividend Yield Dividend Yield Company Value 

Coefficient -0.012215 -3.874680 66.78055 

Standard Error 0.005714 1.234687 27.00367 

t Statistics -2.137587 -3.138189 2.473017 

Probability 0.0368 0.0030 0.0172 
 

Source: Eviews 9.0. 

 
Standard error from the indirect effect coefficient: 

 

𝑆𝑝2𝑃3 =  𝑃32𝑆𝑝22 + 𝑃22𝑆𝑝32 + 𝑆𝑝22𝑆𝑝32 = 27.008 

 
The t-statistics value of the influence of mediation: 

 

𝑡 =
𝑃2 X 𝑃3

𝑆𝑝2 𝑝3
=

0.012215 X 66.78055

27.008
= 0.0303 

 
Because the value of t count of 0.0303 is smaller than the value of t table of 1.67155, then 
there is no mediating effect of the company value variable in the effect of the Dividend Yield 
on stock returns. 
 

CONCLUSION AND RECOMMENDATIONS 
 

The value of the company mediates the effect of CSR on stock returns. CSR variables 
directly do not affect stock returns, but indirectly CSR influences stock returns by mediating 
firm value variables. CSR has a significant positive effect on company value. Dividend yield 
directly affects stock returns, and firm value does not mediate the effect of dividend yield on 
stock returns. Dividend yield has a significant negative effect on stock returns. From the 
results of this study, the authors recommend to the issuers to pay attention to the activities of 
CSR and dividends which are costs for the company because it affects stock returns. 
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