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Abstract

The implementation of CSR environmental disclosure and the degree of institutional
ownership by companies influences the reduction of information asymmetry and
increase firm value. The implementation of good CSR environmental disclosure by
following regulations and with supervision carried out by existing institutional
ownership can increase information transparency which can reduce information
asymmetry which ultimately increases investor confidence in a company to increase
firm value. This study investigates the relationships among CSR environmental
disclosure, institutional ownership levels, firm value, and information asymmetry as
a mediating factor. The research utilizes a dataset of 270 observations from
companies listed in the LQ45 Index spanning from 2013 to 2022. According to the
findings of the PLS analysis, CSR environmental disclosure exerts a direct negative
impact on firm value and indirectly affects it through information asymmetry as a
mediator. Similarly, institutional ownership does not have a direct negative impact
on firm value, but it significantly diminishes firm value through its influence on
information asymmetry as a mediating variable.
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1. Introduction

Firm value is a description of a company's performance that shows the company's
development prospects. Factors that can affect firm value consist of financial factors
and non-financial factors. In assessing a company, it is not enough to only use
financial information as a reference for investors when making investment decisions.
Therefore, it is necessary to have non-financial information that is considered
Important as a basis for considering investment decisions. Non-financial factors that
can influence firm value are CSR disclosure and institutional ownership (Shah et al.,
2023). In recent years, ESG aspects and corporate sustainability have garnered
significant attention from various stakeholders (Rehman et al., 2022).

As time goes on the concept of socially responsible investment becomes
increasingly important in the stock market landscape. Therefore, various studies
believe that socially responsible investing plays an important role in stock market
investor decisions (Sood et al., 2024; Sultana et al., 2018) However, the shift towards
sustainable investment practices among investors has been slow (Maiti &
Balakrishnan, 2020). The growing interest in environmental CSR practices has led
to numerous studies exploring various topics related to CSR disclosure (Bhagawan
& Mukhopadhyay, 2024; Bhattacharyya & Rahman, 2020; Hasudungan &
Bhinekawati, 2022). Firm value is a certain distribution function of the proportion of
stock ownership. The shareholding of the company's largest shareholder affects the
firm value. The more shares owned by institutional investors, the higher the firm's
value tends to be (Caixe et al., 2024). Effective monitoring by institutional investors
generally leads to a positive impact on firm value.

Although several studies indicate that institutional ownership increases
corporate value, other studies, such as those by Dogan (2020); John et al (2023); Ling
et al (2021) Some studies provide evidence of a negative relationship between
institutional ownership and firm value. Conversely, other studies indicate that
institutional ownership has a beneficial impact on firm value (Caixe et al., 2024; Shah
et al., 2023). The gap in research shows that although there are many studies that
discuss firm value in various contexts, there are still research gaps that need to be
reviewed. Following the research (Bhagawan et al., 2024) However, research
examining the connection between institutional ownership and firm value has
yielded varied results, necessitating further exploration of how information
asymmetry mediates this relationship. It is important to conduct a deeper study to
explore how the interaction between these four variables affects the firm value.

2. Literature Review

Numerous studies have examined the link between CSR disclosure and firm value.
For example, CSR disclosure in Islamic banks within the GCC countries positively
affects firm value (Harun et al,, 2020). Positive CSR disclosure boosts customer
loyalty, which in turn enhances firm value (Narsa, 2017). The discussion on whether
environmental CSR initiatives contribute to increasing firm value has triggered
significant theoretical debate. This debate revolves around two main perspectives:
the corporate viewpoint and the stakeholder viewpoint (Li et al., 2022). In line with
signal theory, companies that are active in environmental CSR activities give a
positive signal to stakeholders and shareholders by expressing a commitment to
social responsibility, the company shows its quality and integrity. This positive
signal can strengthen trust and increase positive perception of the company, which
can ultimately have an impact on increasing firm value (Matinheikki et al., 2022).
Environmental CSR activities contribute to building a positive corporate reputation,
which in turn increases firm value (Fatma et al., 2023; Hakimi et al., 2023; Li et al,,
2022).
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H1: CSR environmental disclosure negatrvely affects firm value.

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 environmental disclosure as a form of charity
and not as advice to gain credibility in the market (Hamid et al., 2020). Agency
theory assumes that CSR environmental disclosure could reduce information
asymmetry. Corporate social responsibility can be a solution to shareholder conflicts
and can also guide companies to maximize the company's value and performance
(Thamaree & Zaby, 2023). Corporations seek to reduce information asymmetry
through signaling theory, which is represented by the disclosure of CSR activities
(Choi & Chung, 2023). Environmentally friendly CSR information that is public in
nature can reduce information asymmetry because stakeholders who were previously
unaware of the action now know it (Su et al., 2016). Involvement in CSR
environmental disclosure shows a negative correlation with information asymmetry.
Most previous studies support the idea that CSR environmental disclosure can
reduce the level of information asymmetry (Golden & Kohlbeck, 2020; Hasudungan
& Bhinekawati, 2022; Rehman et al., 2022).

H2: CSR Environmental disclosure negatively affects information asymmetry.

Several studies in the current literature have examined a correlation between
institutional ownership and firm value indicates how the percentage of a company's
shares held by institutions relates to the overall market value or worth of the
company. According to a study by Ling et al. (2021) Institutional investors serve a
crucial role as external overseers, promoting good governance to maintain corporate
values. The presence of institutional investors as shareholders can mitigate agency
problems and reduce the costs associated with the shareholder-manager relationship.
Institutional ownership has the potential to enhance 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 enhance the transparency, accountability, and efficiency
of a company, thereby positively impacting firm value (Mustapha & Ahmad, 2011).
Institutional investors can positively influence the value of a company if they
monitor the company efficiently. However, such ownership structures can harm the
value of a company if institutional investors behave in accordance with their own
interests and interests (Dogan, 2020).

H3: Institutional ownership positively affects firm value

Institutional ownership denotes the portion of'a company's shares held by entities
like mutual funds, pension funds, and other significant financial institutions.
Institutional investors serve as effective external monitors and mitigate market
fraud, the existence of institutional ownership allows the performance of managers
to be monitored optimally and opportunistic acts are avoided (Rehman et al., 2022).
The interests of management and shareholders are not always aligned, resulting in
information asymmetry. Institutional investors can help reduce this asymmetry by
monitoring management and providing better information to the market (Martinez-
Ferrero et al.,, 2018). The larger the proportion of institutional shareholding in the
equity structure of a company, the more dominant the voice and support of the
institution in the standardization of management decisions, thereby reducing the
asymmetry of company information. (Liu et al., 2023). From an institutional
perspective, increasing institutional investors can facilitate effective regulation in a
stakeholder-oriented system. Institutional investors help reduce information
asymmetry among investors. Several previous studies support the idea that
institutional ownership can reduce information asymmetry (Chung et al., 2022; Jiang
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etal., 2011). Overall, institutional ownership tends to reduce information asymmetry
and facilitate the production of information, thereby improving monitoring and
reducing transaction costs. Based on these observations, the hypotheses of these four
studies are.

H4: Institutional ownership negatively affects information asymmetry.

Transparency through financial and non-financial disclosures helps reduce
uncertainty and improve firm value by allowing more informed investment decisions
(Satrio, 2021). Information gaps can lead to errors in determining the fair value and
price of a company's equity, the information asymmetry that arises between the
company and the investor will affect many decisions made in a business (Bhatia &
Kaur, 2023). Previous research has indicated that information asymmetry has a
significant and negative impact on firm value (Huynh et al., 2020; Lahjie et al., 2023;
Thai et al., 2021). This means that when there is asymmetrically lower information,
possibility of increasing company value.

H35: Information asymmetry negatively affects firm value.

In this study, information asymmetry serves as a mediating variable because of
its theoretical relevance. It does not directly influence the relationship between the
company's CSR environmental disclosure and firm value. However, efforts to reduce
information asymmetry can indirectly affect Enhancing the quality of investors'
investment decisions strengthens the relationship between CSR environmental
disclosure and firm value (Bhagawan et al, 2024). Strengthened by research
(Martinez-Ferrero et al., 2018), It is asserted that voluntary disclosures, such as
environmental CSR, can reduce information asymmetry, thereby boosting capital
market confidence and ultimately enhancing firm value. Efforts to improve the
quality of investors' investment decisions are to reduce information asymmetry such
as, increasing CSR disclosure in the company's annual report (Cui et al.,, 2018). In
summary, there is no direct impact of information asymmetry on the relationship
between corporate CSR environmental disclosure and firm value. However,
initiatives aimed at reducing information asymmetry, such as enhancing information
transparency in CSR environmental disclosure, information asymmetry can impact
the relationship between the company's CSR environmental disclosure and firm
value.

H6: CSR environmental disclosure has a negative effect on firm value through information
asymmetry

Institutional ownership can monitor management performance and influence
managers to maintain shareholder interests (Choi & Chung, 2023). Institutional
ownership can have a positive impact on firm value when information is readily
available and transparent. 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). Institutional ownership
has a positive effect on firm value, but the mediating effect of information asymmetry
can reduce firm value if managers choose options that do not help increase firm value.
Institutional ownership significantly influences firm value by mitigating information
asymmetry (Chen & Liu, 2013). The 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.

H7: Institutional ownership has negative on firm value through information asymmetry
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3. Method

This study uses data from Bloomberg for companies listed in the LQ45 index
between 2013 and 2022. The sample includes 27 companies, resulting in 270
observations. Variables analyzed include firm value, CSR environmental disclosure,
institutional ownership, information asymmetry, leverage, and return on assets.
Data on companies listed on the LQ45 Index for 2013 -2022 Data source Bloomberg
Database, Population The population in this study is 45 companies. Sample 27
companies’ Total observations 270 observation data. In this study, firm value (TQ)
serves as the dependent variable, while the independent variables include CSR
environmental disclosure (CSR) and Institutional Ownership (IO). Information
Asymmetry (IA) is considered the mediating variable, and the study controls for
Leverage (LEV) and Return on Assets (ROA).

Table 1. Research Variables

Variable Measurement Reference Data source
TO Tobin's Q (Hakimi et al., 2023; Yadav & Bloomberg
Srivastava, 2023)
IA Bid-ask spread (Bhatia & Kaur, 2023; Choi & Bloomberg
Chung, 2023; Rehman et al.,
2022).
CSR Environmental (Golden & Kohlbeck, 2020; Rau  Bloomberg
Disclosure Score & Yu, 2023; Rehman et al.,
2022)
IO Shares held by (Play & Common, 2023; Chung  Bloomberg
institutional et al., 2022)
shareholders
LEV Total liabilities (Daryaei & Fattahi, 2020; Bloomberg
divided / total assets Hamrouni et al., 2022; Hickman,
2020
ROA Pre-tax income (Golden et al., 2020; Hamrouni Bloomberg
divided / total assets et al., 2022; Martinez et al.,
2018)
4. Result

The descriptive statistics of the research variables. Firm value variable proxies
using Tobin Q have an average of 2.418. The bid ask spread score as a proxy of
asymmetry has a value that ranges from 0.000 to 19,800 with an average of 0.792.
Bloomberg's environmental disclosure score, which is a proxy for CSR
environmental disclosure, has a value that ranges from 0.300 to 90,100 with an
average of 43,504 and an institutional ownership score ranging from 43,504 to
98,615 with an average of 72,925.
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Table 2. Descriptive Analysis

Variable Mean Median Min Max Std. Dev
Firm value 2.418 1.500 0.600 23.300 3.014
Information asymmetry  0.792 0.400 0.000 19.800 1.647
Environmental CSR 7.925 75.196 34.648 98.615 11.897
Institutional ownership  43.504  52.150  0.300 90.100 30.540
LEV 46.280 37.550 0.000 250.400 48.032
ROA 8.566 6.000 -12.600 55.700 9.299

Testing the hypothesis of this research using SmartPLS software. All variables
in this research model are observed variables so that-the outer model is not tested.
This study created 5000 subsamples with bootstrapping, as recommended. Table 3
displays the results of the path analysis (Hair et al., 2017).

Table 3. Hypothesis Test Results

Variable Path Coefficient T Statistics P Values
X1->Y -0.178 3.488 0.001
X1->7 -0.153 2.580 0.010
X2 ->Y 0.057 1.274 0.203
X2 ->7 -0.205 5.248 0.000
7Z->Y 0.097 3.741 0.000
X1->7Z->Y -0.015 1.970 0.049
Xe->7Z->Y -0.020 2.647 0.008
LEV ->Y 0.158 3.736 0.000
ROA -> Y 0.771 11.091 0.000

The findings presented in Table 3, also indicate a significant negative impact of
CSR environmental disclosure on firm values, reflected in the path coefficient of -
0.178 and a p-value of 0.001< 0.05 (significant), hypothesis 1 is rejected. Changes in
corporate values are insensitive to the company's CSR environmental disclosures.
Investors generally do not perceive corporate social responsibility (CSR) as directly
adding value that benefits them. Instead, Investors mainly focus on a company's
financial performance and the stock returns. The conclusions drawn in this study are
consistent with previous research (Nekhili et al., 2017; Ong. Yuliana & Juniarti,
2015). Hypothesis 2 accept based on Table 3, There is a significant negative impact
of CSR environmental disclosure on information asymmetry, demonstrated by a path
coefficient of -0.153 and a p-value of 0.010, which is less than 0.05 (significant).
Transparent and measurable CSR environmental disclosure contributes positively
to reducing information asymmetry. This finding aligns with prior research
conducted by Golden & Kohlbeck (2020); Martinez-Ferrero et al. (2018); Rehman et
al. (2022).

As shown in Table 38, institutional ownership demonstrates a positive effect on
firm value, with a path coefficient of 0.057 and a p-value of 0.203, which exceeds 0.05
(indicating non-significance). This implies that although institutional ownership
positively influences firm value, the relationship lacks statistical significance. The
study indicates a positive association between institutional ownership and firm value,
indicating that greater institutional ownership tends to correlate with higher stock
prices and company valuations within the LQ45 index, aligning with previous
research findings (Dogan, 2020; Ling et al., 2021). The research findings highlight a
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notable adverse impact of institutional ownership on information asymmetry, with a
path coefficient of -0.205 and a highly significant p-value of 0.000, indicating
statistical significance below the conventional threshold of 0.05. Institutional
ownership not only improves corporate information transparency but also facilitates
better communication between managers and investors. This finding is in line with
research conducted by Choi & Chung (2023); Chung et al. (2022); Liu et al. (2023).

Revealing a substantial and positive relationship between information asymmetry
and firm value, as indicated by a path coefficient of -0.097 and a p-value of 0.000,
which is below the significant threshold of 0.05. The escalating information
asymmetry enhances the company's attractiveness to new investors seeking
opportunities to invest capital and potentially capitalize on the widening information
divide. These findings are in line with previous research conducted by (Djawahir,
2020; Satrio, 2021). The significant and negative effects of CSR environmental
disclosure on firm value through information asymmetry. This can be seen from the
path coefficient of -0.015 and the p-value of 0.049 < 0.05 (significant), CSR
environmental disclosure has a negative effect on firm value through information
asymmetry. It indicates that a high level of information asymmetry can adversely
affect the future growth opportunities of companies listed in the LQ45 Index. So, it
can be said that information asymmetry can mediate between the disclosure of
environmental CSR and the company's value. Consistent with research conducted by
Bhagawan & Mukhopadhyay (2024); Lahjie et al. (2023).

The study found significant and negative effects of institutional ownership on
firm value through information asymmetry, as indicated by a path coefficient of -
0.020 and a p-value of 0.008< 0.05 (significant), Institutional ownership indirectly
negatively affects firm value through information asymmetry. When information
asymmetry is high, firm value can be lowered through conflicts of interest and short-
term focus. Consistent with research conducted by Shah et al. (2023). In this research
model, two control variables play a significant role in influencing firm value. The
study reveals that the Return on Assets (ROA) variable demonstrates a positive and
statistically significant correlation with firm value, with a notable path coefficient of
0.771, highlighting ROA as the most influential factor affecting firm value among
those examined. Furthermore, companies with higher leverage, indicating a higher
ratio of debt to assets, tend to show increased firm values. The assessment of the fit
model on PLS aims to test the model's ability to predict endogenous variables. Table
4 shows the results of the fit model analysis based on Hair et al. (2017).

Table 4. R square
Firm value 0.582

Information Asymmetry 0.048

The model's R-squared value for the firm value variable is 0.582, indicating that
it can predict 58.2% of the variability in firm value. Meanwhile, the R-squared value
for the information asymmetry variable is 0.048, suggesting that the model explains
4.8% of the variability in information asymmetry when predicting firm value.
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Table 5. Effect Size {2

Relationship between variables Effect Size f*
CSR environmental disclosure -> Firm value 0.069
Institutional ownership -> Firm value 0.007
Information asymmetry -> Firm value 0.021
LEV -> Firm value 0.048
ROA -> Firm value 1.166

The results of the analysis indicate the effect size value of {2 based on the threshold
suggested by showed that the CSR environmental disclosure variables, information
asymmetry and control variables had an influence on firm value. However,
Institutional ownership did not show a significant effect on firm value.

5. Conclusion

This study examines the correlation between CSR environmental disclosure and
institutional ownership on firm value within the LQ45 Index. The research also
explores the role of information asymmetry as a mediating factor. The findings
indicate that CSR environmental disclosure negatively impacts firm value, whereas
institutional ownership shows a positive but statistically insignificant relationship
with firm value. An intriguing observation from the study's results is that despite
CSR environmental disclosure potentially benefiting company stakeholders, it does
not consistently lead to increased firm value. This outcome aligns with stakeholder
theory, suggesting that while CSR activities may enhance stakeholder benefits,
translating these benefits into financial value remains challenging due to the
difficulty in quantifying them. The study's results also confirm that information
asymmetry mediates the relationship between CSR environmental disclosure and
institutional ownership on firm value. According to signal theory, companies use
CSR environmental disclosures as a signal to investors about the quality or projected
performance of them. These signals can be positive or negative, depending on the
investor's interpretation. As a result of negative interpretation, excessive CSR
environmental disclosure can increase information asymmetry between companies
and investors. This can lower investor confidence in the company and raise doubts
about its prospects which can depress the company's value. Meanwhile, based on
agency theory, information asymmetry can cause information inequality.
Information asymmetry can weaken the influence of institutional ownership on the
value of a company because investors do not have the same access as managers to
more accurate information about the company. The uncertainty and risks associated
with high information asymmetry can make institutional investors hesitant to invest,
which can ultimately lower firm value this-can have a negative impact on firm value.
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