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PREFACE

o) ) A
Sy Al 2y (Sle 2O

The 5TH ASEAN’S INTERNATIONAL CONFERENCE ON ISLAMIC FINANCE (AICIF) was jointly
organized by Universiti Islam Sultan Sharif Ali and Co-partners (Universiti Islam Antarabangsa,
Malaysia; Universitas Islam Negeri Sunan Kalijaga, Jogjakarta, Indonesia; Universitas Islam Sultan
Agung, Semarang, Indonesia; Universitas Darussalam Gontor, Indonesia; Mindanao State University
of Philippines; Universiti Fatoni, Thailand) convened at Parkview Hotel, Jerudong, Brunei
Darussalam on 13-14 December 2017. The conference centred on six sub-topics, namely, capital
market, compliance and governance, Islamic banking, Islamic social finance and Islamic economics.

The 5th AICIF was guided by the three pillars under the vision of ASEAN: A Community of
Opportunities that are, ASEAN Political-security Community, ASEAN Economic Community (AEC)
and ASEAN Socio-cultural Community. AEC envisions ASEAN as a single market and production base,
a highly competitive region, with equitable economic development, and fully integrated into the
global economy. AEC can be realized, if ASEAN moves towards free movement of goods, services, and
investments as well as freer flow of capital and skills. A free movement of services means that Islamic
finance has an important role in realizing such goals.

The discussion on capital market highlighted the instruments that are traded in those market such
as mutual funds, shares and sukuk. The discussion also highlighted that capital markets are
increasingly interconnected in a globalized economy.

The sub-theme on compliance and governance raised the issues of having a good governance and a
complaint based Islamic financial institutions. Both are important to have an impact on the
transparency of the guidelines and the performance of Islamic financial institutions.

There are several issues that were reported by several papers in this conference on Islamic banking.
Among the issues are: the future demand for Shariah-compliant financial services which remains
bright, an effort to establish a complete set of eco-system in Islamic finance that comprises halal
products and services, green environment and maqasid shariah, bridging Islamic financial literacy
and halal literacy: The way forward is to create a Halal Ecosystem.

The discussion on Islamic social finance covered three main instruments namely waqf, zakat and
microfinance. These instruments were recognized as tools to help in realizing the objectives of socio-
economic development. The sub-theme on Islamic economics mooted the idea that Islamic finance
leads to development. [slamic finance had grown in response to demand or supply. Both might boost
the development of Islamic finance (e.g. demand for Islamic financial services and supply of funds for
helping the economic development).

Abdul Ghafar Ismail and
Rose Abdullah

Chief Editors



INVESTOR REACTION OF ISLAMIC AND NON-ISLAMIC STOCK ON THE
MANDATORY CORPORATE SOCIAL RESPONSIBILITY (CSR) POLICY

Kiryanto
Department of Accounting, Faculty of Economics, UNISSULA, Semarang, Indonesia
Email: kiryanto@unissula.ac.id

ABSTRACT

The purpose of this study is to analyze the comparative responses of Islamic and non-Islamic stock
market on the mandatory CSR policy in Indonesia. The population of this study is a company listed
on the Indonesia Stock Exchange (BEI) in 2010-2014. The sample was taken by purposive
sampling technique and it was obtained 487 companies as sample consisting of 243 for non-Islamic
companies and 244 for the Islamic ones. As a result, the data processed were as many as 1,523
data. The result of the data analysis showed that there is a difference investor reaction of Islamic
and non-Islamic stock. These results indicate to BAPEPAM that the mandatory CSR policy has
been responded positively by investors. However, this study cannot prove the difference of
investor reaction before and after the mandatory CSR policy for Islamic and Non-Islamic stock.
These results also indicate that the mandatory CSR policy has not been well responded by
investors.

Keyword: corporate social responsibility, mandatory policy, investor reaction, Islamic stock
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INTRODUCTION

Accounting and environmental reporting become very important dimensions of the company's
external information systems in the 21st century. The company's operations are strongly influenced
by handling issues of social responsibility of the company. The impact of the company's
environmental performance on the financial health of the company is the concern of investors,
creditors, governments and society at whole. Most stakeholders want an increasing widespread
disclosure of this social responsibility. Therefore, disclosure of Corporate Social Responsibility
(CSR) is not negotiable by the company in the financial reporting of the company. Corporate Social
Responsibility (CSR) disclosure by the company is emphasized by Indonesian government with
the issuance of law on company no. 40 of 2007 article 74 which obligates company engaged in
natural resources to disclose its Corporate Social Responsibility (CSR) to the public. This policy
is then replaced by the issuance of the regulation of the Chairman of the Capital Market
Supervisory Agency and Financial Institutions No. KEP-431 / BL / 2012 which contains the duty
of every manufacturing company to disclose its CSR activities for companies listed in Indonesian
Stock Exchange (BEI) and who wants to register its shares on the Indonesia Stock Exchange (BEI).

Islamic concept of CSR covers a wider meaning which includes tagwa (consciousness of
the existence of God) where the company as a group or individual has a role and responsibility as
God's servants, so that, in conducting all business activities of the company must manage and
utilize the resources entrusted by God as human creator as well as possible. CSR is a moral and
religious initiative based on the belief that a company should behave well not just for profit. Islam
does not forbid seeking profit but it should not be the sole purpose of the company. CSR reflects
how Islam emphasizes the importance of considering that the public interest is more important
than the personal ones. This is stated in the Qur'an in Ad-Dzariyat (51): 19 as follows:

Q 8a 2 “"2’/ » /: L
o - \ -~
QW aolly BENGS fehiil s
And in their wealth, there is right for the poor people who ask and not". (Surah ad-Dzariyat [51]:
19)

Furthermore, about Islamic CSR, Othman, Thani and Ghani (2009) conducted research on
CSR practices of sharia (Islamic) companies listed on the Malaysian stock exchange, and the
results showed that most are still at the conceptual stage. This is because there is no standard that
can be adopted by companies in the implementation of Islamic CSR.

Corporate social responsibility is embodied in the form of transparent and ethical behavior
which is in line with sustainable development and community welfare, as well as considering
stakeholder expectations which in line with established law and international behavior norms, and
integrated with the overall organization (Edi, 2008). Several studies have been conducted to
determine the effect of corporate social responsibility towards the investor reaction. Zuhroh and
Putu (2003) stated that social disclosure in annual reports of companies that go public have been
shown to affect the volume of stock trading for high profile companies. This means that investors
respond well to social information presented in the company's annual financial statements.
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Emilia and Fani (2006) also proved that the disclosure of the social and environmental
theme in the company's annual report affects investor reaction to the companies included in the
category of high profile. According to research by Almilia and Wijayanto (2007), companies with
good environmental performance will be responded positively by investors through fluctuations in
stock prices that are increasing from time to time and vice versa.

Several previous studies indicated that investor respond to the CSR. Therefore, the issuance
of mandatory CSR policy for all manufacturing companies should be good news for investors.
This is in line with investors who want investment and public confidence of their company has a
good image.

Legitimacy theory is one of the motivations underlying companies in disclosing corporate
social responsibility activities (CSR). This theory states that the company shows various social
activities in order to gain public acceptance of corporate goals that will ultimately ensure the
survival of the company (Aulia Zahra, 2010). In addition, the demands of society and government
pressure also play a role in encouraging companies to pay attention to social responsibility (Emilia
and Fay, 2005). At this time, the Indonesian Stock Exchange (BEI) is classified into two, namely:
Islamic and non-Islamic stocks. Some research suggested that the performance of Islamic stocks
is higher than in non-Islamic stock. Rizki and Nadia (2014) showed that in the volatile economic
conditions, the performance of Islamic stocks is better than non-Islamic and vice versa. Therefore,
the purpose of this study is to analyze the impact of mandatory CSR policy of manufacturing
companies on the Islamic and non-Islamic stock performance. Under the stewardship theory, it is
stated that a person makes investments based on the beliefs in the management of the company.
Therefore, Islamic-based stock investors should base on this theory, so that this policy will not
have much impact to investors. On the other hand, non-Islamic stock investors are based on agency
theory. This theory assumes that everyone will have a bad moral hazard, so that the mandatory
information of CSR will be highly responded by investors. This study is important in order to
analyze how strong the reaction of Islamic and non-Islamic stock investors on the mandatory CSR
policy. The strength of both types of stock market response is supposed to be different for this
event. Therefore, this study is very interesting to be examined in depth in order to determine how
the investor reaction of the Islamic and Non-Islamic stock market on this mandatory disclosure

policy.
THEORETICAL FRAMEWORK AND HYPOTHESES DEVELOPMENT
2.1 Theory of Legitimacy

One of the factors included by researchers as the motive behind social and environmental
disclosure is to legitimize organizational operations. According to Haniffa et al., (200 2) in the
legitimacy theory, company has a contract with the community to carry out its activities based on
the values of justice, and how companies respond to various groups interest to legitimize the
actions of the company. Therefore, companies are increasingly aware that the survival of the
company also depends on the company's relationship with the community and the environment in
which the company is running its activities. Specifically, this concept assumes that the survival of
the organization will be threatened if the public thinks that this organization breaks its social
contract, when people are not satisfied that the organization is not acceptable/not operating
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legitimately, then the society objectively will retract the contract of the organization for its
operations (Deegan, 2002).

According to, Haniffa et al., (200 2), if there is unbalance between the value system of the
company and the society, then the company will lose its legitimacy and will threaten its viability.
Alignment between organizational action and values of the society do not always go as expected.
Not infrequently will there be potential differences between organizations and social values that
can threaten the legitimacy of the company which can even make the company closed.

Gray et al (1996) in Munif stated that the organization or company will continue its
existence if the public realizes that the organization operates for a system commensurate with the
value of the society itself. Legitimacy theory encourages companies to ensure that their activities
and performance are acceptable to society. The Company discloses their annual report to illustrate
the impression of environmental responsibility, so that they are accepted by the community. With
the acceptance of the public, it is expected to increase the value of the company to increase its
profit. It also can encourage or assist investors in making investment decisions.

Ghozali and Chariri (2007) say that corporate activities can have social and environmental
impacts so that social and environmental disclosure practices are managerial tools that companies
use to avoid social and environmental conflicts. In addition, social and environmental disclosure
practices can be seen as a form of corporate accountability to the public to explain any social and
environmental impacts caused by the company either under good or bad effects.

2.2 Corporate Social Responsibility (CSR)

Up to now, there is no similarity of views on the concept and application of corporate social
responsibility (CSR), although the business community realizes that corporate social responsibility
is very important for a company's sustainability efforts. Gurvy Kavei said that the practice of CSR
is believed to be the fundamental basis for sustainability development, not only for companies but
also stakeholders (Sukarmi, 2008).

According to article 1, paragraph 3 of the Company Law, social and environmental
responsibility is the company's commitment to participate in sustainable economic development
in order to improve the quality of life and the environment that is beneficial both for the company
itself, the local community and the community at large.

Corporate Social Responsibility (Hackston and Milne, 1996 in Sembiring, 2005) is the
process of communicating the social and environmental impact of economic activities of the
organization on special interest groups and society as a whole. It extends the responsibility of the
organization (especially the company) beyond its traditional role to provide financial statements
to owners of capital, especially shareholders.

The emergence of corporate social responsibility at the beginning was started from public
awareness thinking about the preservation of nature for human survival and an emphasis on social
welfare. The development of CSR is also associated with worsening of environmental destruction
in Indonesia and the world, ranging from deforestation, air and water pollution, until climate
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change. This requires businesses actors to run their business more responsibly. Business people
are not only required to take advantage of the business, but they are also asked to make a positive
contribution to the social environment (Ahmad Daniri, 2008).

The company withdraws funds from various individuals in the community. With various
rights inherent in them, it makes the company accountable to a community group of investors and
creditors. The company also employs a large number of employees and laborers, making the
company accountable to workers and their organizations (unions). Companies produce goods and
services for the benefit of consumers, this makes the company accountable to consumer groups
that are sensitive to quality and price changes. The company is obliged to pay taxes in accordance
with government regulations, which makes the company accountable to government and
community groups who benefit from government activities. Companies in the move to use natural
resources, pollute water, land, and air, this causes the company responsible for the quality of the
natural and social environment to the government and society (Zuhroh and Putu, 2003).

Ahmad Daniri (2008) suggested that the implementation of CSR in the company will create
a climate of trust in them, which would increase the motivation and commitment of employees.
The customers, investors, suppliers and other stakeholders have also been proven to be supporting
companies that are considered socially responsible; therefore, it can increase market opportunities
and competitive advantage. With all these advantages, companies that implement CSR will show
better performance and increased profits and growth.

There are two types of disclosures in the annual report, the mandatory and the voluntary
disclosure. Mandatory disclosure is the disclosures required by the government. For companies
that have gone public, the disclosure shall be the minimum disclosure required by the applicable
accounting standards. While the voluntary disclosure is disclosure not required by the government,
so companies are free to choose the type of information to be disclosed by the company.

The Government of Indonesia specifically regulates this CSR through the issuance of Law
no. 40 in 2007 and then there is a fundamental change that requires all manufacturing company
revealed its CSR in 2012 by the regulation of the Chairman of the Capital Market Supervisory
Agency and Financial Institutions No. KEP-431/ BL / 2012. Thus, corporate social responsibility
mandatory disclosure for all companies listed in BAPEPAM has become compulsory (mandatory).
Corporate social responsibility is expressed in the report called Sustainability Reporting.
Sustainability Reporting is reporting on economic policy, environmental and social, influence and
performance of the organization and its products in the context of sustainable development (Reni,
2006).

2.3 Islam and Corporate Social Responsibility (CSR)

Islam is a religion that rahmatan lil ‘alamin, meaning that Islam is a religion that brings grace and
welfare to the whole universe. This is in accordance with the word of Allah in Surah Al-Anbiya

(21): 107 as follows:
- s Lo B P ,4_;-4//
WA PPN R U o [

bl -

"And We have not sent you, but to be a mercy to the worlds."
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Based on the paragraph above, Indonesia as the largest Muslim country in the world
should become a prosperous, peaceful and civilized because of the CSR fund. Another verse in the
Qur'an also declares that Islam is very concerned about others then CSR issues is not new in Islam.

Qur'an Surah Al Bagarah (2): 177, stated that:

Righteousness is not that you turn your faces toward the east or the west, but [true]
righteousness is [in] one who believes in Allah, the Last Day, the angels, the Book, and the
prophets and gives wealth, in spite of love for it, to relatives, orphans, the needy, the traveler,
those who ask [for help], and for freeing slaves; [and who] establishes prayer and gives zakah;
[those who] fulfill their promise when they promise; and [those who] are patient in poverty and
hardship and during battle. Those are the ones who have been true, and it is those who are the
righteous.

Based on the paragraph above, it can be concluded that Islam is a religion which
emphasizes the importance of social values in society, not just a prayer. The above verse also
showed that the faith of a Muslim is incomplete if not accompanied by social deeds in the form of
care and services to relatives, orphans, the needy, and the wayfarer and ensure the welfare of those
in need.

In this context, CSR in the Islamic perspective is a business practice that has ethical
responsibility in an Islamic way. The Company incorporated Islamic religious norms is
characterized by a sincere commitment in maintaining social contracts in its operations. Thus,
business practices within the Islamic CSR framework include a series of business activities in their
form. Although there is a limited amount of ownership of the goods, services and its profit, but the
ways to obtain and its utilization is limited by rules of halal and haram by sharia (Edi Suharto,
2010).

CSR in Islam aims to create virtue by promoting the values of generosity and sincerity. In
addition, CSR in Islam also aims to reduce social problems in the community by encouraging
productivity and maintain the balance of the wealth distribution of wealth in the society. Therefore,
CSR practices in Islam emphasize on Islamic business practices.

2.4 Corporate Social Responsibility in the Islamic Perspective

CSR in the Islamic perspective is an inherent consequence from the teachings of Islam. The goal of
Islamic law (magasid al Syariah) is maslahah. Therefore, business is an attempt to create maslahah, not just
for profit. Therefore, CSR in Islam is not something new, like described in the Quran (2) paragraph
205 which mean " And when he goes away, he strives throughout the land to cause corruption
therein and destroy crops and animals. And Allah does not like corruption.”

Corporate Social Responsibility (CSR) in the Islamic perspective by AAOIFI is that all
activities undertaken by Islamic financial institutions to meet the interests of religious, economic,
legal, ethical and discretionary responsibilities as a financial institution intermediary both for
individuals and institutions (Rizkiningsing, 2012).
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2.5 Stock return

According to Elton and Gruber in Saniman Widodo, (2007) the stock is showing the ownership by
the profits and assets of a company. In a simple way, a stock can be defined as securities as a proof
of inclusion or ownership of individuals and industries within a company. While, return is the
results obtained from the investment. According to Jogiyanto (2000), Return can be a return or
expected return. Realized return is the return that has occurred and is calculated based on historical
data. Expectations (expected return) are the return that has not happened and expected to be
incurred by investors in the future.

2.6 Corporate Social responsibility (CSR) and Stock Return

Information disclosure in an annual report conducted by the company is expected to reduce
information asymmetry and agency problems. Sayekti et.al., (2007) provided empirical evidence
that the level of CSR disclosure of CSR negatively affects ERC. The results of this study indicate
that investors do not appreciate the CSR information disclosed in the company's annual report. In
contrast, Widiastuti (2002) showed that the extent of voluntary disclosure negatively affects ERC.
However, the results of empirical testing actually found a significant positive effect of the extent
of voluntary disclosure on the ERC. Therefore, the hypothesis of this study is as follows:

H1: There is a stock return difference before and after the mandatory CSR policy

H2: There is a difference between Islamic and non-Islamic stock returns before and after the
mandatory CSR policy

RESEARCH METHODS
3.1 Research Model

The framework of this research can be described as follows:

AL QUUR’AN
QS AD DZARIAT 19

l

GO PUBLIC .| MANDATORY CSR
COMPANY IN BEI POLICY REACTION

|

BAPEPAM NO.KEP-
431/BL/2012 h

INVESTOR

Figure 1
Research Framework
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3.2 Population and Sampling Techniques

This is an event study that tried to figure out the event effect of mandatory CSR policy on investor
reaction in the stock market either Islamic or non-Islamic Stock. The population of this study is
companies listed on the Indonesia Stock Exchange from 2011 to 2014. While the sampling
technique used is purposive sampling with the following criteria:

1. Companies that publish financial statements during the year of observation.

2. Companies that issue financial statements in rupiah and end on December 31.

3. Companies whose shares are actively traded on the Indonesia Stock Exchange

3.3 Data Types

Data used is secondary data obtained from the Indonesia Stock Exchange (BEI) and literature
associated with the study. Data used were in the form of stock price and trading volume of shares
in the Indonesian Stock Exchange.

3.4 Analysis Techniques

The analysis technique used was descriptive analysis to explain characteristics of the study
variables. While testing of the hypothesis depended on normality test results data. If the data are
normally distributed then the parametric test is used, namely: the different test of Independent
Sample Test, but if not normally distributed then the non-parametric test of Wilcoxon test or the
Mann-Whitney U test is used.

RESULTS AND DISCUSSION
4.1 Description of Sample and Variables

Population in this company study is companies listed in the Indonesia Stock Exchange (IDX)
during the years of 2011 to 2014. Based on purposive sampling technique, the sample obtained
was 487 companies. Furthermore, the stock price data of the sample companies were collected for
calculating average abnormal return during the 4-year of observation period and 1.523 data were
obtained.

4.1.1 Classification of Samples by Type of Stocks

Based on the type of shares, the data can be grouped into two, the Islamic and non-Islamic Stocks.
The sample consisted of 487 companies in which 243 samples were for non-lIslamic and 244
samples were for Islamic company. The results of data processing on the average abnormal return
were 1523 data which can be seen in table 1.

Based on table 1, it is shown that the mean value of the average abnormal return of Islamic
stocks was 0 .0000244034 while for non-Islamic was -0.000730594948. The mean value of the
average abnormal return of stocks shows that the average abnormal return of Islamic stocks is less
than the non-Islamic ones. It indicates that Islamic stocks tend to be more stable than non-Islamic
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stocks although at certain times, extreme fluctuations happen. This also indicates that the investors
of Islamic stock are more long term-oriented and the ownership of shares is to obtain dividends,
not oriented to capital gains. Nonetheless, the investors of non-Islamic stock have higher mean
value, indicating that the investors of non-Islamic stock is more short-term oriented and the
ownership of shares is for capital gains oriented. Therefore, the value of non-Islamic stocks is
more volatile and resulted in the higher average value.

The standard deviation value of the average abnormal return of Islamic stock was
0.0079909993290 and for non-Islamic was -0.000730594948. The standard deviation value of the
average abnormal return of Islamic stock is higher than non-Islamic ones, it means that the average
abnormal return data variation of Islamic stocks are more uneven than the data of non-Islamic
stock. This standard deviation value indicates that the distribution data of the average abnormal
return of Islamic stocks is worse than the data of non-Islamic stocks.

Table. 1: The Average Abnormal Return Description of Islamic and Non-Islamic Stocks

Statistic
Average Abnormal Return of Islamic stock N 1007
Range .1110085550
Minimum -.0366389450
Maximum .0743696100
Mean .000000455747
Std. Deviation ~ .0079909993290
Variance .000
Average Abnormal Return of conventional (non-Islamic) stocks N 1007
Range .0960652670
Minimum -.0304895470
Maximum .0655757200
Mean -.000730594948
Std. Deviation .0072086577709
Variance .000
Valid N (listwise) N 1007

4.1.2 Classification of Sample Based Observation Period

Based on the year of observation, the samples can be grouped into 2, i.e., before 2012 and after
2012 both for Islamic and non-Islamic companies. Based on the year of observation, before 2012,
it was obtained sample data as many as 247 data and after 2012 it was obtained as many as 502
data for non-Islamic companies. While for Islamic companies, before 2012, it was obtained as
many as 247 data and after the year of 2012, it was obtained 260 samples of data.

The descriptive analysis of average abnormal return based on the observation period
before and after the issuance of mandatory CSR policy for Islamic stocks is shown in Table 2.
Based on table 2, the mean value of average abnormal return based on the observation period
before the issuance was 0 .000077357376 smaller than after the issuance of 0.000637643862 for
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Islamic stock. It shortly indicates the reaction of investors after mandatory CSR policy. However,
the standard deviation value of the average abnormal return before the mandatory CSR policy
was 0.0105734063384 greater than after mandatory CSR policy (.0087795231897). This indicates
that the data of average abnormal return before the mandatory CSR policy is more volatile than
after. Based on these data, it is indicated that the mandatory CSR policy is highly responded by
Islamic stock investors.

Table 2: The Description of Average Abnormal Return of Islamic Stocks Before and After the
Mandatory CSR Policy

Statistic Std. Error
BEFORE N 246
Range .1110085550
Minimum -.0366389450
Maximum .0743696100
Mean .000077357376 .0006741357659
Std. Deviation .0105734063384
Variance .000
AFTER N 246
Range .0656856560
Minimum -.0245962810
Maximum .0410893750
Mean .637643862 .0005597619538
Std. Deviation .0087795231897
Variance .000
Valid N (listwise) N 246

Based on the above table, it was shown that the movement of average abnormal return after
the mandatory CSR policy is more stable than before. This indicates that the market responds
positively to the mandatory CSR policy.

Based on Table 3, it was shown that the mean value of the average abnormal return before
the mandatory CSR policy of non-Islamic stock was 0. 0655757200 while after the mandatory
policy was -0.000593092137. The mean value of the average abnormal return before the
mandatory CSR policy is greater than after the mandatory CSR policy for non-Islamic stock.
Therefore, it can be concluded that the mandatory CSR policy is less responded by non-Islamic
market investors.
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Table 3: Description of the Average Abnormal Return of Non-Islamic stock Before and after the
Mandatory CSR policy

Statistic Std. Error
Before N 246
Range .0960652670
Minimum -.0304895470
Maximum .0655757200
Mean -.000678834178 .0006618451634
Std. Deviation .0103806357700
Variance .000
After N 246
Range .0529651830
Minimum -.0213459430
Maximum .0316192400
Mean -.000593092137 4361013871
Std. Deviation .0068399829874
Variance .000
Valid N (listwise) N 246

The standard deviation of the average abnormal returns of non-Islamic stock before the
mandatory CSR policy was 0.0103806357700 and after the mandatory was -0.0068399829874.
The standard deviation value of the average abnormal return before the mandatory CSR policy is
higher than after the mandatory, it means that data variation of the average abnormal return of non-
Islamic stock before the mandatory CSR policy is more uneven than after the mandatory. This
Standard deviation value indicates that the data spreading of the average abnormal stock returns
for non-Islamic stocks before the mandatory CSR policy is worse than after the mandatory.

Based on data from non-Islamic stock company, it is indicated that the stock price before
the mandatory CSR policy is more volatile than after the mandatory CSR policy. This indicates
that the mandatory CSR policy is highly responded by the non-Islamic stock market. The investors
of non-Islamic stocks respond positively on mandatory CSR policy, it is pointed out by their stock
movements which are smoother after the mandatory CSR policy.

While the stock data showed that the average abnormal return for non-Islamic stocks after
mandatory CSR policy is more volatile than after the mandatory CSR policy. This indicated that
the mandatory CSR policy is extremely responded by non-Islamic stock market. The investors of
non-Islamic stocks respond positively on mandatory CSR policy, it is pointed out by their stock
movements which are smoother after the mandatory CSR policy.
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4.2 Results and Discussion

Before testing the hypothesis, the first thing to do is to test the normality of the data. After that,
the hypothesis testing is conducted based on existing data of normality test. If the data are normal,
then the hypothesis testing by using parametric tests is conducted and if conversely, the hypothesis
is tested by using non-parametric test.

4.2.1 Normality Test

Tools of analysis used in this study are a different test of Independent Sample T test. Prior to the
data analysis, normality test is conducted at first. Based on the Normality test results with the
Kolmogorov-Smirnov test, it was found that the data were not normally distributed because the
significance value of both Islamic and non-Islamic stock is under 0.05. This means that the average
abnormal return of Islamic and non-Islamic stock is not normally distributed. Therefore, testing
with Independent Sample T test could not be performed because the test did not qualify for
normality so that hypothesis testing was by using non-parametric test of Mann-Whitney U test.

Likewise, the data analysis of Islamic and non-Islamic stock indicated that the average
abnormal stock returns of non-Islamic stock before and after the mandatory CSR policy showed
the significance value of 0.000. This means that data before and after the mandatory CSR policy
is also abnormal. Therefore, the use of non-parametric test was necessary.

The results of Normality test on the average abnormal return of Islamic stock before and
after the mandatory CSR can be presented in Table 4. Based on the observation period, it was
shown that the average abnormal return of Islamic stocks before and after the mandatory CSR
policy showed the significance value of 0.000. This means that data before and after the mandatory
CSR policy is also abnormal. Therefore, the use of non-parametric test was necessary.

4.2.2 Hypothesis Testing

Because the data is not normally distributed, then the data processing was carried out by using
non-parametric test with Mann-Whitney U test. Data analysis was grouped into two, (1) Data
Average Abnormal Return of Islamic and non-Islamic stocks before and after the mandatory CSR
policy, and (2) Data Average Abnormal Return of Islamic and non-Islamic stocks. Average
Abnormal Return of Islamic and non-Islamic stocks before and after the mandatory CSR policy
was carried out by using different test of Mann-Whitney U test for uncorrelated samples.
Moreover, the data average abnormal return of Islamic and non-Islamic stocks was also carried
out by using Mann-Whitney U test for uncorrelated samples.

Comparative Analysis on the Islamic Stock Reaction Before and After the Mandatory CSR
Policy

Table 4 shows the results of the data processing of average abnormal return before and after the
mandatory CSR policy for Islamic stocks. Based on Table 4, it was shown that the significance
level was 0.750 for testing the two variables so that it is more than 0.05. Therefore, Ho is
supported and Ha is not. This means that there is no significant difference of average abnormal
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return of Islamic stocks before and after the mandatory CSR policy. This also indicated that the
Islamic stock market does not react to mandatory CSR policy.

Table 4: Test Result of Average Abnormal Return of Islamic stock before and after the
Mandatory CSR policy

Test Statistics @
AFTER - BEFORE
Z -.319
Asymp. Sig. (2-tailed) .750
a. Sign Test

Comparative Analysis on the non-Islamic Stock Reaction Before and After the Mandatory
CSR Policy

The result of analysis was shown in Table 5, it was shown that the significance level was 0.659
for two-sided test and it was greater than 0.05. Therefore, Ho is supported and Ha is not. This
means that there is no significant difference of average abnormal return for non-Islamic stock
before and after the mandatory CSR policy. This indicates that the stock market does not react to
mandatory CSR policy.

Table 5: Test Result of Average Abnormal Return of non-Islamic stock before and after the
Mandatory CSR policy

Test Statistics P

After before
z -44132
Asymp. Sig. (2-tailed) .659
a. Based on negative ranks.
b. Wilcoxon Signed Ranks Test

Comparative Analysis on the Islamic and non-Islamic Stock Reaction due to the Mandatory
CSR Policy

The analysis result is presented in Table 6. Based on the Table 6, it is shown that the significance
value is 0.036 and is less than 0.05. Therefore, Ho is not supported and Ha is supported. This
means that there are significant differences of the average abnormal return between Islamic and
non-Islamic stock. This indicated that the reaction of the stock market for both Islamic and non-
Islamic stock is very different.
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Table 6: The results of different test of Mann-Whitney U -test on the Average Abnormal Return
Of Islamic and Non-Islamic Stock

Test Statistics 2
Average Abnormal Return
Mann-Whitney U 271626.000
Wilcoxon W 561567.000
Z -2092
Asymp. Sig. (2-tailed) .036

a. Grouping Variable: group

4.2.3 Discussion

Comparative Analysis on the Islamic Stock Reaction Before and After the Mandatory CSR
Policy

Based on the above data analysis, it was shown that there is no significant difference in average
abnormal return of Islamic stock before and after the issuance of mandatory CSR policy. This
indicates that the Islamic stock market does not react to the mandatory CSR policy. This is also
supported by the differences in mean values which are very small and almost no difference
descriptively.

However, based on the descriptive data, it was shown the value of the mean average
abnormal return of Islamic stock based on the period of observation before mandatory CSR policy
was 0.000077357376 and it was smaller than after mandatory CSR of 0.000637643862. Moreover,
the standard deviation of average abnormal return before the mandatory CSR policy (0
.0105734063384) was greater than on after the mandatory CSR policy (.0087795231897). It means
there is a reaction from investors after the mandatory CSR policy. Based on these data, it is
indicated that the mandatory CSR policy is extremely responded by Islamic stock investors.
Although there was no statistical difference, but in reality, the market responds the mandatory CSR

policy.

Comparative Analysis on non-Islamic Stock Reaction Before and After the Mandatory CSR
Policy

Based on the analysis of the above data, it was shown that there is no significant difference of
average abnormal return for non-Islamic stock before and after the mandatory CSR policy. This
indicates that the stock market does not react to the mandatory CSR.

Based on the descriptive data above, it was shown that the mean value of the average
abnormal return of non-Islamic stock before the mandatory CSR policy was 0.0655757200 greater
than after the mandatory CSR policy which was -0.000593092137. Similarly, the standard
deviation of the average abnormal return of non-Islamic stock before the mandatory was
0.0103806357700 greater than after the mandatory CSR policy which was -0.0068399829874. It
indicates that that the mandatory CSR policy is lack of response by non-Islamic stock market
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investors. This descriptive data supports the absence of non-Islamic stock market reaction after the
mandatory CSR policy.

Comparative Analysis on the Islamic and non-Islamic Stock Reaction due to the Mandatory
CSR Policy

The results of the different test analysis above showed that the significance value is 0.036 less than
0.05 so that there are significant differences between average abnormal return of Islamic and non-
Islamic stock. This indicates that the reaction of Islamic and Non-Islamic stock market is very
different.

Based on descriptive analysis above, it was shown that the mean value of the average
abnormal return of Islamic stock is smaller than non-Islamic stock. Likewise, standard deviation
of average abnormal return of Islamic stocks is higher than non-Islamic stock. It means that data
variation of average abnormal return of Islamic stocks is more uneven than non-Islamic stock.
Standard deviation indicates that the data distribution of average abnormal return of Islamic stocks
is worse than non-Islamic stock.

The result above indicated that Islamic stocks tend to be more stable than non-Islamic stocks
although at certain times, extreme fluctuations happen. This also indicates that the investors of
Islamic stock are more long-term oriented and its share ownership is to obtain dividends, not
oriented to capital gains. The non-Islamic stock has a higher mean value, indicating that the
investor of non-Islamic stock is short-term oriented and its share ownership is oriented on capital
gains. Therefore, the value of non-Islamic stocks is more volatile and resulted in the higher average
value.

The results of the hypotheses testing above showed that mandatory CSR policy has more
significant impact on Islamic stock rather than on non-Islamic stock. (Galuh TS, 2014; Widya Yani
and Wahidahyani, 2015) This indicated the Islamic stock market reaction is more responsive than
a non-Islamic stock. Likewise, the result of testing different on the reactions of both Islamic and
non-Islamic stock is also different. This indicates that the reaction of the Islamic stock market is
not the same with non-Islamic stock.

CONCLUSIONS, LIMITATIONS AND IMPLICATIONS

5.1 Conclusions

Based on the analysis above, this study can be concluded as follows:

1. The reaction average return of Islamic stocks before and after the mandatory CSR policy is
very different. The reaction of Islamic stocks is more volatile before the issuance of the
mandatory CSR policy rather than after the mandatory. This indicates that the investors of
Islamic stocks respond well on the mandatory CSR policy.

2. The reaction average return of non-Islamic stocks before and after the mandatory CSR policy
is not very different. It indicates that the mandatory CSR policy is lack of response by non-
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Islamic stock market investors. Descriptive data supports that there is an absence of non-
Islamic stock market reaction after the mandatory CSR policy.

3. The reaction average return of Islamic and non-Islamic stocks is very different. This indicates
that the Islamic stock market reaction is more responsive than a non-Islamic stock. Likewise,
the results of testing different on the reaction of Islamic and non- Islamic stock are also
different.

5.2 Limitations

There are several limitations to this study. First, the data average return for before and after
the mandatory CSR policy is very much different, so it is likely to lead no difference in the
average returns of non-Islamic stock. Secondly, there are three hypotheses proposed in this
study, but there are two that are not proven, i.e., there is no differences in reaction of Islamic
and non-Islamic stocks before and after the mandatory CSR Policy.

5.3 Implications of Research

Based on the limitations of the study, then further research should be conducted with respect
to the proportion of the research data before and after the issuance of mandatory CSR policy
so that there is a balance data before and after the mandatory CSR policy. The absence of
differences in Islamic and non-Islamic stock before and after the mandatory CSR policy
indicates that investors of both Islamic and non-Islamic stock may be the same, so that the
Islamic side of the stock cannot be identified. Therefore, further studies need to consider
institutions that conduct such investment whether Muslims or non-Muslims.
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