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Abstract

The implementation of CSR disclosure and the level of institutional ownership by companies influence
overcoming information asymmetry and increasing firm value. Implementing good CSR disclosure by following
regulations and with supervision carried out by existing institutional ownership can increase information
transparency, reduce information asymmetry, and ultimately increase investor confidence in a company so that it
can increase firm value. This research also analyzes the influence of information asymmetry as a mediating
variable. The research sample of 270 data consists of 27 companies in Indonesia listed in the 1Q45 Index for 2013-
2022. The results of the PLS analysis test found that CSR disclosure had no significant effect on firm value but
had a significant adverse impact on firm value through information asymmetry as a mediating variable. It was
also found that institutional ownership had a considerable positive impact on firm value and a significant effect
on firm value through information asymmetry as a moderating variable.
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1. INTRODUCTION

Firm value is a picture of a company's performance that shows the company's development
prospects (Shah et al., 2023). Firm value is often measured by market value; it is said that if a
company has good value in the market, it will bring prosperity to its shareholders. Therefore,
it is the responsibility of the manager to increase the firm value (Dogan, 2020). Assessing a
company is not enough if only financial information is used as an investment decision. Non-
financial information is considered equally important as the basis for evaluating investment
decisions. Non-financial factors that can affect firm value are CSR disclosure and institutional
ownership level (Al-Dah et al., 2018; Shah et al., 2023).

As time passes, the concept of "socially responsible investment" (SRI) becomes increasingly
important in the stock market landscape. Some studies believe that SRI plays an important role
in stock market investors' decisions (Sood et al., 2023). However, the shift towards sustainable
investment practices among investors could be faster. The increasing popularity of CSR
practice research, as well as its complications and bureaucratization, led to an increase in the
number of CSR research with a variety of interesting topics surrounding the influence of CSR
disclosure itself, such as research by oleh Al-Dah et al (2018); Bhattacharyya et al (2020);
Elbardan et al (2023); Hamid et al (2020); Yadav et al (2023). Increased attention to corporate
CSR practices as a form of social responsibility to its stakeholders, as well as good governance,
are also important aspects that the company must achieve (Al-Dah et al., 2018).
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Firm value is a certain distribution function of the proportion of stock ownership. The
ownership of the largest shareholder of a company affects the firm value (Ben Fatma et al.,
2023). The more shares owned by institutional investors, the higher the firm value (Caixe et
al., 2024). The more shares owned by institutional investors, the higher the firm value. Due to
the effective monitoring process, high institutional ownership has a positive impact on the firm
value (Boone et al. 2015) Institutional investors monitor the company's performance and
encourage the implementation of effective CSR, effective CSR helps to increase investor and
stakeholder confidence, which can drive an increase in institutional ownership. CSR disclosure
and institutional ownership are factors that can affect the performance and value of a company
as a whole (Shah et al., 2023).

This study will examine the factors that affect corporate value by focusing on the influence of
CSR disclosure and institutional ownership and information asymmetry as a mediating
variable. This study was conducted in the context of Indonesia as a case study in developing
countries. Following the research Bhagawan dan Mukhopadhyay (2024) To deepen the analysis
of how information asymmetry as a mediating variable will impact the relationship between
CSR disclosure and institutional ownership on company value. It is important to conduct a
deeper study to explore how interactions between variables affect company value.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
2.1 CSR Disclosure and Information Asymmetry

In developing countries, governments are urging markets to publish their CSR reports. Even
though government oversight of corporate CSR is weak, as companies in some developing
countries view CSR disclosure as a form of charity and not as advice to gain credibility in the
market (Hamid et al., 2020). Corporations seek to reduce information asymmetry through
signaling theory, which is represented by the disclosure of CSR activities (Choi et al., 2023).
The company's obligation to convey information is transparent, and social responsibility can
increase the company's accountability and transparency (Cui et al., 2018). There is an inverse
relationship between involvement in CSR activities and the level of information asymmetry.
Most previous studies support the idea that CSR disclosure can reduce the level of information
asymmetry (Cui et al., 2018; Golden dan Kohlbeck, 2020; Hasudungan dan Bhinekawati, 2022;
Martinez-Ferrero et al., 2018; Michaels dan Griining, 2017; Rehman et al., 2022).

HI1: CSR disclosure has a negative effect on information asymmetry
2.2 CSR Disclosure and firm Value

CSR is "an action that provides social benefits, beyond the interests of the company and is
required by law" (Mcwilliams dan Siegel, 2001). he debate over whether CSR performance
positively impacts firm value has resulted in substantial theoretical arguments, which can
broadly be grouped into two opposing views: the agency and the stakeholder perspectives (Li
et al., 2022). According to signal theory, companies active in CSR activities give positive
signals to stakeholders and shareholders. This positive signal can strengthen trust and increase
positive perceptions of the impact on increasing firm value (Matinheikki et al., 2022). CSR
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activities build a positive corporate reputation, increasing firm value (Ben Fatma dan Chouaibi,
2023; Hakimi et al., 2023; Li et al., 2022). CSR helps balance various stakeholders' interests,
which can positively impact firm value by improving relationships and reducing risks
associated with negative stakeholder perceptions (Sontaité et al., 2015). Based on these
observations, the hypotheses of the two studies are

H2: CSR disclosure has a positive effect on firm value
2.3 Institutional Ownership and Information Asymmetry

Institutional ownership refers to the shares of a company owned by an institution (Rehman et
al., 2022). Institutional ownership can control management through effective monitoring
procedures, and institutions can hold broader resources to monitor the company's performance
(Tahir etal., 2023). The proportion of institutional shareholding in a company's equity structure
determines the dominant vote and support of the institution in standardizing management
decisions and can help increase recognition of the company's efforts to improve the company's
performance (Liu et al., 2023).

According to agency theory, the interests of management and shareholders are only sometimes
aligned, resulting in information asymmetry. Institutional investors can help reduce this
asymmetry by monitoring management and providing better information to the market (Tahir
et al., 2023). Some previous research supports the idea that institutional ownership disclosure
can lower the level of information asymmetry by increasing the amount of publicly available
information about a company (Boone dan White, 2015; Choi dan Chung, 2023; Chung et al.,
2022; Jiang et al., 2011; Liu et al., 2023). The three hypotheses of this study are:

H3: Institutional ownership has a negative effect on information asymmetry
2.4 Institutional Ownership and Firm Value

Institutional investors hold a significant percentage of the company's market value, which has
a considerable influence on corporate governance and managerial decision-making; the level
of institutional shareholding is considered an essential indicator of understanding the
company's ownership structure and its impact on corporate governance and firm value (Davis
et al,. 2023). Agency theory suggests institutional ownership can improve the relationship
between company management and shareholders.

Institutions have a long-term interest in the company's performance, so they generally
supervise management more closely. Institutional ownership can increase the company's
transparency, accountability, and efficiency, which positively impacts firm value (Mustapha et
al., 2011). From an institutional perspective, increasing institutional investors can facilitate
effective regulation in a stakeholder-oriented system (Sakawa & Watanabel, 2020).
Institutional investors' active participation in monitoring activities can increase firm value
(Sakawa et al., 2020). ased on these observations, the four hypotheses of the study are:

H4: Institutional ownership has a positive effect on firm value
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2.5 Information Asymmetry and Firm Value

Information gaps can lead to errors in determining a company's equity's fair value and price.
Asymmetric information plays an important role in influencing firm value, but it can also have
a negative impact on firm value (Satrio, 2021). Information asymmetry between the company
and the investor will affect many decisions made in business (Bhatia dan Kaur, 2023). In
developing countries, managers tend to have better and more realistic predictions about the
organization, but this does not apply to investors. Investors who need more information about
a company can result in an undervaluation of the company (Fosu et al., 2016). Huynh et al
(2020); Lahjie et al (2023); Thai et al (2021) states that information asymmetry has a significant
negative impact on company value. In other words, the lower the information inequality, the
more likely the company's value will increase. Therefore, the fifth hypothesis in this study
states:

H5: Information asymmetry has a negative effect on Firm Value
2.6 The Effect of CSR Disclosure on Firm Value Through Information Asymmetry

Information asymmetry indirectly influences the relationship between corporate CSR
disclosure and firm value. Efforts to reduce information asymmetry by improving the quality
of investors' investment decisions can indirectly affect the relationship between CSR disclosure
and firm value (Bhagawan et al., 2024). Martinez-Ferrero et al (2018) uggest that CSR
disclosure can suppress information asymmetry, increasing capital market confidence and
ultimately increasing firm value. The lower the degree of asymmetry of corporate information,
the stronger the relationship between CSR disclosure and firm value. Information asymmetry
is also a benchmark for stakeholders to assess the accuracy and reliability of company reports,
so companies need to pay attention to their strategy to increase firm value (Bhagawan et al.,
2024). Information asymmetry does not directly affect the relationship between corporate CSR
disclosure and firm value. However, efforts to reduce information asymmetry, such as
increasing information transparency in CSR disclosure, can affect firm value relationships. The
sixth hypothesis is:

H6: Information asymmetry moderates the relation between CSR disclosure and firm value

2.7 The Effect of Institutional Ownership on Firm Value through Information
Asymmetry

Institutional ownership is generally associated with higher firm value because institutional
investors can access better information about the company and monitor management
performance more effectively (John Eshemokhai et al., 2023). If information is available and
transparent, institutional ownership can have a positive impact on firm value. However, when
information is unbalanced, institutional ownership does not provide optimal results. The
effectiveness of institutional ownership in increasing firm value depends on the ability of
institutional investors to mitigate information asymmetry (Buchanan et al., 2018). Information
asymmetry is mediating; when information is asymmetrical, institutional investors have
varying knowledge about the company's operations, financial health and growth prospects
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(Souissi et al., 2023). The uncertainty and risks associated with high information asymmetry
can make institutional investors hesitant to invest, ultimately lowering firm value (Lahjie et al.,
2023). He role of information asymmetry as a mediating variable is complex and can vary
depending on the specific context. More research is needed to find out how information
asymmetry mediates. The seventh hypothesis in this study is as follows:

H7: Information asymmetry moderates the relation between Institutional ownership and firm
value
3. THEORETICAL

This study is designed to analyze the relationship between CSR disclosure, institutional
ownership and firm value mediated by information asymmetry. Overall, the theoretical
framework of testing research hypotheses is as follows:

CSR Disclosure

Information Asymmetry Firm Value (Y1)

Variable Control

] [}
] ]
: :
| Leverage (DER)
] [
] ]
1 ]

Institutional
Ownership

Figure 1: Research Framework

4. METHODOLOGY

This study used secondary data, which was taken from companies that were listed on the LQ45
index from 2013 to 2022. The technique used in this sample was purposive sampling. 27
companies met the requirements for this research, and the data obtained was 270 data. In this
study, CSR disclosure and institutional ownership were identified as the independent variables.
Information asymmetry served as the mediating variable. Firm value, measured through Tobin's
Q proxies, was the dependent variable. Leverage and ROA were controlled for in the study.

Table 1: Research Variable

Variables Description Data Sources
Tobin’s Q (Market Value Equity + Debt) / Total Assets Bloomberg

. ESG disclosure score = Environmental disclosure score +
CSR disclosure . ) ) Bloomberg

Socially disclosure score + Governance disclosure score

Institutional ownership | Shares owned by the institutions / Outstanding Price Bloomberg
Information asymmetry | Bid-ask spread Bloomberg
ROA Net income / Total Assets Bloomberg
Leverage Total liability / Total Assets Bloomberg
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5. RESULT AND DISCUSSION

5.1 Descriptive Statistics
Table 2: Descriptive Statistics

Mean Median Min Max
Firm value 2,419 1,530 0,627 23,286
Information asymmetry 0,793 0,379 0,030 19,833
CSR disclosure 39,993 41,480 9,917 73,866
Institutional ownership 43,501 52,152 0,271 90,057
Leverage 46,278 37,543 0,000 250,446
ROA 1,696 1,803 -3,184 4,021

Shown in Table 3, the results of the descriptive statistical test show that the firm value variable
has a mean value of 2.419, a median value of 1.530, a maximum value of 23.286, a minimum
value of 0.627 and a standard deviation value of 3.012. Information asymmetry had statistical
test results, namely a mean value of 0.793, a median value of 0.379, a maximum value of
19.833, a minimum value of 0.030 and a standard deviation value of 1.648. CSR disclosure has
a mean value of 39.993, a median value of 41.480, a maximum value of 73.866, a minimum
value of 9.917, and a standard deviation value of 13.504. Institutional ownership has a mean
value of 43.501, a median value of 52.152, a maximum value of 90.057, a minimum value of
0.271 and a standard deviation value of 30.539. Leverage has a mean value of 46.278, a median
value of 37.543, a maximum value of 250.446, a minimum value of 0.000, and a standard
deviation value of 48.032. ROA has a mean value of 1.696, a median value of 1.803, a
maximum value of 4.021, a minimum value of -3.184, and a standard deviation value of 1.127.

5.2 Tests of Hypotheses
Table 3: t-test

Model Original Sample P Values T Test
CSR > Al -0,255 0,000 6,162
CSR > TQ -0,066 0,261 1,125

10 > Al -0,128 0,000 3,630

10 >TQ 0,124 0,004 2,897

Al >TQ 0,105 0,001 3,427
CSR -> Al > TQ -0,027 0,004 2,855
10 > Al ->TQ -0,013 0,016 2,406
LEV > TQ 0,133 0,001 3,300
ROA ->TQ 0,768 0,000 12,911

In the analysis test of this study using the value of t-table, the calculation of t table = df (n-k)
=270-6=264 of 2.593891. The greater the exogenous value of the variable on endogenous, the
greater the influence. In table 4, it can be stated that the hypothesis test shows that H1, H3, H4,
HS5, H6 and H7 are accepted and H2 is rejected.

CSR Disclosure on Information Asymmetry

Based on table 4.7 in hypothesis path I, the value of the path coefficient (original sample) is -
0.255 (Negative) and the p-value is 0.000. Because the p-value< 0.05 is significant, hypothesis
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I is accepted, concluding that CSR disclosure has a significant negative effect on information
asymmetry. Hypothesis I was accepted, there was a significant negative influence between CSR
disclosure on information asymmetry. The CSR disclosure of LQ45 Index companies provides
more public information, thereby reducing the information gap among investors. Transparent
and measurable CSR disclosure has a positive effect on reducing information asymmetry in
LQ45 Index companies. In line with previous research Golden et al (2020); Martinez et al
(2018); Rehman et al (2022).

CSR Disclosure on Firm Value

Based on the data in Table 4.7 in the analysis of hypothesis II paths, the value of the path
coefficient (from the original sample) shows several -0.066 (negative) with a p-value of 0.261.
Since the p-value is greater than 0.05, meaning it is not significant, hypothesis II is rejected.
This indicates that CSR disclosure does not have a significant negative influence on the
company's value. Thus, investors may not consider CSR disclosure as an important factor in
making investment decisions because it is considered not to provide significant added value.
Instead, investors tend to consider the company's financial performance more and the return on
investment that can be earned. This finding is in line with D’Amato et al (2020); Nekhili et al
(2017); Ong et al (2015).

Institutional Ownership on Information Asymmetry

Based on data from Table 4.7 in the analysis of hypothesis III paths, the path coefficient (from
the original sample) shows several -0.128 (negative) with a p-value of 0.000. Since the p-value
is less than 0.05, this indicates that the relationship is statistically significant, so hypothesis I11
is accepted. There is a significant negative relationship between institutional ownership and
information asymmetry, suggesting that institutional ownership not only has the potential to
increase the transparency of corporate information, but can also reduce the information gap
between company managers and investors, especially in companies listed on the LQ45 index
of the Indonesia Stock Exchange. Institutional stock ownership can reduce deviant behavior by
company managers. These findings are consistent with the results of previous studies Choi dan
Chung (2023); Chung et al (2022); Liu et al (2023).

Institutional Ownership on Firm Value

Based on the data in Table 4.7, the coefficient of hypothesis path IV is 0.124 (positive) with a
p-value of 0.004, indicating statistical significance (p-value < 0.05). This indicates that
hypothesis IV is accepted, suggesting that institutional ownership has a positive and significant
influence on the value of the company. Hypothesis IV was accepted, showing that institutional
ownership has a positive and significant effect on the value of the company. This means that
the higher the institutional ownership in a company, the higher the value of the company. The
study shows that increased institutional ownership is linked to an increase in stock prices and
company values. Institutional ownership can also improve a company's transparency,
accountability, and efficiency, which contributes positively to the company's value. These
findings are consistent with previous research Dogan (2020); John Eshemokhai et (2023); Ling
et al (2021).
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Information Asymmetry on Firm Value

Based on the data in Table 4.7, the coefficient of hypothesis path V is 0.105 (positive) with a
p-value of 0.001, indicating statistical significance (p-value <0.05). Hypothesis V was rejected,
information asymmetry had a significant positive influence on firm value. This condition can
occur because the level of the Bid Ask Spread as an information asymmetric proxy is low, when
the Bid Ask Spread is low it means that transactions are very frequent that will inevitably occur,
or high liquidity and price volatility will also be very low. This may explain the positive

relationship between information asymmetry and firm value, according to previous research
Djawabhir (2020); Satrio (2021).

CSR Disclosure on Firm Value through Information Asymmetry

Based on Table 4.8, the coefficient of hypothesis path VI from the original sample is -0.027
(negative) with a p-value of 0.004, indicating statistical significance (p-value < 0.05).
Hypothesis VI was accepted, suggesting that information asymmetry mediates the relationship
between CSR disclosure and corporate values. The coefficient of the mediation pathway was
2.855 with a P-value (0.004 < 0.05). The analysis shows that CSR disclosure indirectly affects
the company's value through information asymmetry, Hypothesis VI is accepted. Information
asymmetry affects the relationship between CSR disclosure and company value by increasing
agency costs and decreasing company value. Investors do not get enough information about
the company's CSR activities, so their investment decisions are not optimal. Thus, companies
with a high level of information asymmetry can experience a decrease in value. These findings
are consistent with the study Bhagawan dan Mukhopadhyay (2024); Lahjie et al (2023).

Institutional Ownership on Firm Value through Information Asymmetry

Based on table 4.8 in hypothesis path VII, the value of the path coefficient (original sample) is
-0.013 (negative) and the p-value is 0.016. Since the p-value of 0.05 means significant,
hypothesis VII is accepted, information asymmetry mediates the relationship of institutional
ownership to firm value with the path of mediation coefficient (2.406) and P value (0.016 <
0.05). The results of the analysis prove that institutional ownership indirectly affects firm value
through information asymmetry, hypothesis VII is accepted. Institutional ownership indirectly
negatively affects firm value through information asymmetry. Information asymmetry can
weaken the influence of institutional ownership on firm value. The uncertainty and risks
associated with high information asymmetry can make institutional investors hesitant to invest,

which can lower firm value. Our findings are in line with the results of the study Shah et al
(2023).

Variable Control

The control variables in this study were LEV and ROA. Before the use of control variables,
there was no significant influence of information asymmetry on firm value. However, after
including the control variables, it was found that information asymmetry had a significant
positive influence on firm value. This shows that the control variable affects the relationship
between the variables, changing the significance of the research results, especially on the
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information asymmetry relationship and firm value in hypothesis V. Control variables play an
important role in influencing the relationship between variables, showing a significant change
in the influence of information asymmetry on firm value. The use of Leverage and ROA control
variables not only improves the reliability of the research results, but also strengthens the
relationship between the independent and bound variables more convincingly.

6. CONCLUSION

This study theoretically and empirically examines the relationship between CSR disclosure and
institutional ownership on the value of companies in Indonesia recorded in the LQ45 Index for
the 2013-2022 period, either directly or indirectly through information asymmetry as a
mediating variable. The study involved 27 companies with 270 observational data. The results
of the analysis, including descriptive analysis, outer model test, inner model test, and
hypothesis test, show that CSR disclosure significantly affects information asymmetry in
companies listed in the LQ45 Index. The relationship between variables that is not in the same
direction suggests that increased CSR disclosure can reduce the level of information
asymmetry. However, CSR disclosure had no effect on the value of companies in the same
companies during the period. Institutional ownership significantly reduced information
asymmetry in LQ45 Index companies from 2013 to 2022. The non-directional relationship
between the variables suggests that increased institutional ownership reduces the level of
information asymmetry. In addition, institutional ownership also had a significant positive
impact on the value of companies in the LQ45 Index for the same period, indicating that the
increase in institutional ownership increased the value of companies.

Significant information asymmetry positively affects the value of companies in LQ45 Index
companies from 2013 to 2022. Research shows that low information asymmetry does not
negatively impact a company's value. Our paper is among the first to argue that asymmetry
plays an important role as a mediating variable, there is an indirect influence of CSR disclosure
on corporate value through information asymmetry. The results of the analysis confirm that
information asymmetry plays a mediating variable between CSR disclosure and company
value. Negative influences can occur when excessive CSR disclosure can increase information
asymmetry between companies and investors. This can lower investor confidence in the
company and raise doubts about its prospects. Ultimately, this can depress firm value.

The results of the study found that institutional ownership has a significant negative effect on
firm value through information asymmetry. When information is unbalanced, institutional
ownership does not provide optimal results. High information asymmetry can weaken the
relationship between institutional ownership and firm value. The uncertainty and risks
associated with high information asymmetry can make institutional investors hesitant to invest
which negatively impacts firm value.

The control variables, namely ROA and Leverage, statistically have a significant effect and
positively correlate with the company's value. Control variables affect the relationship between
variables, it was found that the significance change from the research results after using the
control variable there was a significant relationship between the variables.
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