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Abstract

The objective of this study is to test the impact between corporate social responsibility and firm
performance using green supply chain management as mediation. The type of this study is
guantitative research, using purposive method sampling with 211 PROPER corporates listed in the
2015-2019 period. The study data were obtained from the Indonesia Stock exchange market. The
study resulted in an indication of the positive effect of corporate social responsibility implementation
on green supply chain management, the firm performance benefits positively from green supply
chain management, corporate social responsibility has a positive effect on firm performance and
green supply chain management can be a mediating variable between corporate social responsibility
and firm performance. Corporates in Indonesia are faced with pressure from stakeholders regarding
their environmental impact. This could push the application of corporate social responsibility and
green supply chain management in Indonesian corporates to increase their firm performance.

1 INTRODUCTION

The Indonesian government issued a corporate social responsibility regulation. Corporate social
responsibility is a corporate commitment to improving the continuous economy which increases
the quality of life and environment that benefits the corporate and the public (UU No. 40 Tahun
2007, 2007). The government regulate the implementation of corporate social responsibility to
increase awareness, fulfill the legal development need and reinforce the other regulation
regarding social responsibility and the environment in Indonesia (PP No. 47 Tahun 2012, 2012).
Then the implementation of corporate social responsibility is written in the corporate report.
With internal and external pressure, the corporate social relation with society and the
environment can create environmental development that benefits the firm performance (Maji et
al., 2020). Thus, corporate social responsibility and green supply chain management can increase
firm performance.

The increase in corporate impact on society and environmental awareness make corporate social
responsibility an important aspect of a corporate (Amran et al., 2017). There are a few methods
to realize corporate social responsibility, including helping the supplier to develop products and
using environment-friendly technology and process (Agan et al., 2016). Corporates that actively
implement corporate social responsibility activities could become the best-performing companies
(Martinez-Conesa et al., 2017). Green supply chain management is a corporate supply network
that considers the environment and social impact. Corporates tend to benefit from the application
of green supply chain management when they consider it as a main selling value and implement
it in the corporation (Choi et al., 2017). This is because the green supply chain management
implementation has a significant impact on the environment, social, operation, and economic
performance (Qorri et al., 2018).

There is a previous study discussing corporate social responsibility's effect on firm performance
(Kuo et al.,2021; Okafor et al.,2021) but, there is a deviation in the corporate social
responsibility and firm performance study results (Hu et al., 2021; Ikram et al., 2020). Corporate
social responsibility has a positive effect on firm performance. This signifies that the corporate
social responsibility program could act as a corporate decision-making strategy in its social and
environmental responsibility to increase the firm performance (Kong et al. 2020; Wei et
al., 2020; Yeon et al., 2021). The opposing results that state that corporate responsibility does not




signify firm performance shows that implementing the corporate social responsibility as a social
duty needs extra cost and this will worsen the firm performance that leads to a “competitive
disadvantage” (Riyadh et al., 2019; Yoon & Chung, 2018). There is a positive relationship
between corporate social responsibility and green supply chain management in corporate social
responsibility implementation. A corporation that is actively involved in ecological care for
green supply chain management practice that collaborates with suppliers and customers (Wang et
al., 2020; Xu et al., 2022) shows that green supply chain management has a positive impact on
firm performance. Green supply chain management can develop a unique ability that leads to
competitive supremacy and increases firm performance (Bu et al., 2020; Zhu et al., 2017). The
goals of this study are to empirically prove that corporate social responsibility can increase the
green supply chain management implementation in order to resolve the environmental effect and
increase firm performance. Thus, increasing the importance of corporate social responsibility and
green supply chain management implementation is essential because it benefits the firm
performance.

This research is to test the direct and indirect relationship between corporate social
responsibility, green supply chain management, and firm performance. Green supply chain
management is used as a mediating variable in corporate social responsibility's impact on its firm
performance. A company that involves social responsibility allows its management to increase
its social image and set its performance standard higher for the company management (Naseem
et al., 2020). Companies tend to get less pressure from the stakeholder when the corporate social
responsibility is implemented, this allows the green supply chain management to be realized
(Sarkis et al., 2011; Wolf, 2014). Green supply chain management benefits the firm performance,
especially in the environmental aspect that can be realized from operational and economic
performance (Fang & Zhang,2018). This study can answer: (1) Does corporate social
responsibility and green supply chain management have a positive impact on firm performance?
(2) Does corporate social responsibility have a positive impact on green supply chain
management? (3) Does green supply chain management could mediate the relationship between
corporate social responsibility and firm performance? This research used PROPER (Companies
Performance Rating Program) companies that are listed on the Indonesia Stock Exchange Market
(IDX) in the 20152019 period. PROPER is an Indonesia Ministry of Environment policy tool
that intends to increase companies' environment management and awareness policy.

This research contributes to the corporate environment and social responsibility with its
corporate and green supply chain management implementation to increase its firm performance.
Corporate social responsibility is external and internal corporate social and environmental duty
using continuous economic development means. Meanwhile, green supply chain management is
a corporate supply network that considers the health and environment aspect as its basis. The
study intends to increase corporate environment and social responsibility with green supply chain
management implementation to increase firm performance. This study uses PROPER companies
listed on the Indonesia Stock Exchange. Because companies listed on the Indonesia Stock
Exchange show those that are large in scale when compared to other companies, they can make
comparisons between one company and another.

2 LITERATURE REVIEW




2.1 Corporate social responsibility

Corporate social responsibility is a company management duty that extends from increasing
company profit with regard to the social and human aspects. Corporate social responsibility is a
corporation concept that integrates three elements which include social, environmental, and
economic on company business operation and stakeholder interaction (Chouaibi, Chouaibi, &
Rossi, 2022). Corporate social responsibility is continuous means for a corporation to achieve
social reputation and company accountability with an effective report to increase company
transparency for its stakeholder (Mohd-Said et al., 2018). Corporate social responsibility can
increase corporate internal management welfare using the company's short-term profitability and
increase market value using good reputation and customer loyalty (Price & Sun, 2017; Yoon &
Chung, 2018). Corporate social responsibility could also increase company profit through
relative pressure and evaluation activity (Jia,2020; Saha et al.,2020). Corporate social
responsibility as a corporation's social and environmental duty should be responsible to society
and the environment in all products, and services that involve workers, customers, community
environment and stakeholders (Fuzi et al., 2013).

2.2 Green supply chain management

Green supply chain management could be defined as the business integration process of
company management using a collaboration between partners, supply networks, and other
stakeholders. Demand to respond to the environment from the stakeholder makes the company
tends to involve with green supply chain management implementation to achieve legitimation,
support and resources from stakeholders (Bu et al., 2020). Green supply chain management is an
integration of environment-friendly initiatives into all chain supply network activity. Not only
integrates the manufacturing process and distribution to customers, but it also involves sourcing,
product design, product development, manufacture, transport, packaging, collection, disposal and
after-sale services, and includes its post-wear product management (Chiu & Hsieh, 2016; Min &
Kim, 2012). Resource and energy efficiency, waste reduction and less packaging usage are a few
corporate activities in an environment-friendly process that help the company develop its
environmental performance. This allows for production cost reduction and increases the
company's resource efficiency (Yildiz Cankaya & Sezen, 2019).

2.3 Firm performance

Firm performance is a reflection of a company's abilities in its profit accumulation activity. Firm
performance increase is an important factor for companies to do decision-making process, policy
implementation, and certain organizational practices (Yang et al.,2019; Zhu et al., 2016). It
consists of asset, profit, and investment return (Minh et al., 2020). Firm performance could also
show how far certain companies can achieve production, human resources, marketing, and profit
purpose (Abeysekara et al., 2019). Internal management practice, especially on environmental
performance and economic performance, is an efficient increase in firm performance (Fang &
Zhang, 2018). Firm performance will help the investor to put their stock in the company.

2.4 Corporate social responsibility and green supply chain
management




The relationship between corporate social responsibility and green supply chain management is
that corporate social responsibility implementation can consider the environment and society in
strategic decision-making. This can give benefit to green supply chain management. Corporate
social responsibility allows the management to do its duty for the society, environment and
government through decision-making (Coluccia et al., 2016). Corporate social responsibility is
an action taken by the corporate that balances the environment, social, and economic factors
(Halkos & Nomikos, 2020). Corporate social responsibility has a positive impact on green
supply chain management. This is because the company that adopts green supply chain
management has more insight from the corporate social responsibility act (Wang et al., 2020).
Green supply chain management helps the company in its capability improvement to fulfill
environmental awareness, customer needs, increase the company's reputation and lessen the legal
risk that is related to environmental violations (Bu et al., 2020; Chan, 2005). Corporate social
responsibility is a mechanism that pushes companies to be more innovative, efficient, and
effective (Martinez-Conesa et al., 2017). Based on the literature review above, the researcher
proposes this hypothesis:

H1.Corporate social responsibility has a positive impact on green supply chain management.

2.5 Green supply chain management and firm performance

The relationship between green supply chain management and firm performance is in the
company's effort to preserve the nature within its supply network. It could minimize the material
cost of using recyclable materials and increase the firm performance. Green supply chain
management has a positive impact on firm performance, meaning that green supply chain
management practice could lead the environmental performance and economic performance and
increase the firm performance (Ahmed et al., 2020; Samad et al., 2021). In the means to produce
a safer and cheaper product, there is a need to find and manage the relationship with
environment-friendly suppliers. This is done to respond to the increase of environment-friendly
products, government and society demand. (Bu et al., 2020; Khan & Qianli, 2017; Laari et
al., 2016; Zhu et al., 2017). Based on these reasons, the researcher proposes this hypothesis:

H2.Green supply chain management has a positive impact on firm performance.

2.6 Corporate social responsibility and firm performance

Corporate involvement in social responsibility practice and non-monetary disclosure could
contribute to increasing firm performance effectivity (Chouaibi, Rossi, et al., 2022). Corporate
social responsibility has a positive impact on firm performance. This shows that corporate social
responsibility practice can help the corporation in building a reputation to increase customer trust
and collect support from stakeholders, thus increasing the firm performance (Hunjra et al., 2021;
Maury, 2022). The application of corporate social responsibility to a corporation aims at
maximum profitability because corporate social responsibility can build a positive image for the
corporation so the corporate gets the public and society's trust and gets the maximum
profitability (Choongo,2017; Javeed & Lefen, 2019). Contributing to society and concerning
with environmental problems are the things that must be done by managers in corporate social
responsibility implementation (Jang et al., 2019). Based on the explanation, the researcher
proposes this hypothesis:




H3.Corporate social responsibility has a positive impact on firm performance.

2.7 Mediation effect of green supply chain management

There are a few prior studies that state the relationship between corporate social responsibility
with firm performance but, another variable needs to be added as a mediator in the corporate
social responsibility and firm performance relationship. Green supply chain management is a
mediation variable in this research. Green supply chain management's practical implementation
in corporate can be pushed by corporate social responsibility activities, such as minimizing the
environment's negative impact, increasing stakeholders' internal interest, and social welfare
(Wang et al., 2020). In the actual implementation, green supply chain management practice can
show effective management mechanisms to achieve environmental performance and corporate
economic performance from the perspective of customer relationships (Zhu et al., 2017). Based
on the explanation, the researcher proposes this hypothesis:

H4.Green supply chain management is able to mediate the relationship between corporate social
responsibility and firm performance.

3 RESEARCH MODEL

This research focuses on corporate social responsibility, green supply chain management, and
firm performance. The goals of this research are to test the direct and indirect relationship
between those three variables. The conceptional frame from this research is depicted in the figure
below (Figure 1).
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Board Meeting
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4 RESEARCH METHODOLOGY

4.1 Research design

This research used quantitative methods that focus on the empirical effect of corporate social
responsibility on firm performance. To test the direct relation of the variables, SPSS was used.




Meanwhile, the Sobel calculator (www.quantspsy.org) was used to test the indirect relation. The
data type in this research is secondary data, the sample is selected using the purposive sampling
method. The population in this research is PROPER corporates that are listed on the Indonesia
Stock exchange for the 2015-2019 period with a total of 211 companies. PROPER is an
Indonesian environment management performance evaluation program. The data were taken
from the Indonesian Stock exchange market and OSIRIS software. There are two equations used

in this research, which are:

ap$s \mathrm{GSCM }=\upalpha 1+\wpbeta 1\mathrm{CSR }+\mathrm{e} $$(1)

afPPPRPRSS \mathrm{FP}=\upalpha 2+\upbeta 2mathrm{CSR }+\upbeta Fmathrm {GSCM}+wpbeta
Amathrm {FA }+\upbeta S\mathrm{BM }+upbeta 6\mathrm{Big }4-+\upbeta Tumathrm{ FS }+\upbeta
8\mathrm { BS }+\mathrm{e} $%$(2)

5 OPERATIONAL VARIABLE DEFINITION

Firm performance is a corporation's ability in using its resource to make profits and operated as
asset return (ROA) (Liu et al., 2020). In this research, ROA used as firm performance calculation
ratio (Novitasari & Agustia, 2021; Novitasari et al., 2021). ROA could show performance in the

corporate operation period and is expressed as (Ciftci et al., 2019):
$% \mathrm{ROA}=\frac{\mathrm {EBIT } } { \mathrm{TA}} $$
where ROA, return on assets; EBIT, earnings before interest and tax; TA, total assets.

Corporate social responsibility is a continuous corporate operation in the economic, social and
environment (Riyadh et al., 2019). Corporate social responsibility is done by the corporation to
solve environmental and social problems (Halkos & Nomikos, 2020). In the 2015-2019 period,
corporate social responsibility calculated conforms to global reporting initiative (GRI) standard
(Chowdhury et al., 2021). If the corporate applies a standard report, the corporate gets 1 value
point. But if the company does not apply the standard report using the GRI standard, it gets O
value point (Vacca et al., 2020).

Green supply chain management is a practice that is adopted by the company in its operation that
involves green policy, transportation, and environment-friendly sales (Laari et al., 2016). Green
supply chain management is obtained from the company's annual report by using a few
indicators and is calculated in ratio. The indicator that is used in this research is: (1) have ISO
9000 or ISO 1400 certificate, (2) application of green distribution and marketing, (3) the
products use reverse logistic, the packaging is reusable and recyclable (4) have supplier
relationship closeness, know the purchase and material criteria from the suppliers, and (5) the
product quality fulfill the customer needs (Asif et al., 2020; Sharma et al., 2017; Yildiz Cankaya
& Sezen, 2019).

Few of the control variable that are used in this research are firm age, board meeting, big 4, firm
size dan board size. The control variable is used to prevent biased calculation results and as a
controlled variable so that the influence of the independent variable on the dependent variable is
not influenced by external factors that are not examined. Firm age could be calculated by using
operational years as an algorithm (Ciftci et al., 2019). Board meeting is obtained from the total
top management meeting that is done in a year (Eluyela et al., 2018). Big 4 accountant office is
obtained by giving 1 point to the corporate that is audited by a public accountant and 0 points for
the corporate that is accounted by other accountant offices (Dinarjito & Febriansyah, 2020). Firm




size is obtained by using the total corporate asset algorithm (Wang & Zhao, 2020). Board size is
calculated from the commissaries that seat on corporate boards (Said et al., 2009).

6 RESULT AND DISCUSSION
6.1 Descriptive statistics and correlation

Table 1 shows descriptive statistics for the independent, dependent and control variables.
Samples in this research use PROPER corporates that are listed on the Indonesia Stock Exchange
in the 2015-2019 period. The descriptive statistic table below shows the minimum and
maximum firm performance which is —0.115 and 0.235, the maximum and minimum corporate
social responsibility at 3.000 and 85.000, and green supply chain management value at 0.000 and
1.000.

TABLE 1. Descriptive statistics

N Mean Median SD Minimum Maximum
FP 211 0.078 0.075 0.058 -0.115 0235
GSC 211 0.584 0.600 0.177 0.000 1.000
CSR 211 45858 43 000 22.069 3.000 85.000
Firm size 211 13761 15.000 3.862 4341 19.679
Firm age 211 3614 3.689 0.448 1.792 47971
Board size 211 5.085 5.000 2.564 1.000 21.000
Board meeting 211 10.052 8.000 8.663 0.000 52.000
Bigd 211 0.365 0.000 0.483 0.000 1.000

Table 2 shows the Pearson correlation test. The correlation between corporate social
responsibility and green supply chain management is positive with 1% significant value. The
correlation between green supply chain management dan firm performance is positive with 1%
significant value. Correlation between corporate social responsibility and firm performance is
positive with 1% significant value.

TABLE 2. Pearson correlation
FP GSCM CSR Firm size Firm age Board size Board meeting Big4

FP 1.000




GSCM

CSR

Firm size

Firm age

Board size

Board meeting

Bigd

FP

0.291%==

(0.000)

0.278%==

(0.000)

0.348%==

(0.000)

—0.028

(0.685)

-0.014

(0.835)

0.102

(0.139)

0.109

(0.113)

GSCM CSR
1.000
0242%%= 1,000
(0.000)
0204%==  0240%#=
(0.003) (0.000)
0037 ~0.039
(0.592) (0575)
023455 0.147%*
(0.001) (0.033)
0.085 0058
(0.221) (0.399)
0.058 0218
(0.401) (0.001)

*** Shows 1% significant.

** Shows 5% significant.

* Shows 10% significant.

6.2 Model 1

Firm size Firm age Board size Board meeting Big4

1.000

0.134*

(0.053)

0.086

0.214)

0.109

0.116)

0.022

(0.755)

1.000

0.094

(0.176)

0.030

(0.666)

—0.075

(0.275)

1.000

02135 1 000

(0.002)

0.163%* 0.001 1.000
0.018) (0.987)




Model 1 in this research uses simple linear regression to test the effect of corporate social
responsibility on firm performance. The simple linear regression result can be seen in
Tables 3 and 4. Based on the ¢ test, it can be known that corporate social responsibility on the
green supply chain management is 3.61 with a significant value of 0.000 (sig <1%). This shows
that corporate social responsibility has a positive impact on green supply chain management,
thus accepting the 1. The first hypothesis shows that corporate social responsibility can push
green supply chain management applications. This result is linear with findings by Wang et al.
(2020) that state that corporate social responsibility can give insight in the green supply chain
management adoption.

TABLE 3. Firm performance and green supply chain management regression result

(1) GSCM (2) Firm performance
CSR 0.0027%% 0.000%**
(361) (2.33)
GSCM 0.073#
(3.34)
Firm size 0.004%%*
(4.20)
Firm age 0.007%%%
(—0.80)
Board size 0.003%#=
(~2.05)
Board meeting 0.001=%
(1.18)
Big 4 0.009###
(1.16)

_cons 0.495 0.009




(1) GSCM (2) Firm performance

(18.12) (—0.27)
R 0.0587 0.2220
Ajd R* 0.0542 0.1962
N 211 211

o % Show 1% significant.

o ** Show 5% significant.

« *Show 10% significant.

TABLE 4. Hypothesis test result

Regression coefficient tvalue p value Note
1 CSR — GSCM 00026198 3.61 0.000%*= Positive impact
1 GSC — FP 00729149 3.34 0.001%%% Positive impact
1 CSR — FP 0.0004124 2.33 0.021%* Positive impact
1 CSR — GSCM — FP 00001414 2.48 0.013%* Positive impact

e k¥ Show 1% significant.

e ** Show 5% significant.

« *Show 10% significant.




6.3 Model 2

Model 2 in this research uses twin linear regression to test the effect of the corporate social
responsibility, green supply chain management, firm size, firm age, board size, board meeting
dan big 4 on its firm performance. In Table 3, it can be seen that the t value for the green supply
chain management variable on its firm performance is 3.34 with 0.001 (sig <5%) significant
value. This shows that corporate social responsibility has a positive impact on firm performance,
thus accepting the 1. This result is linear with a study by Fang and Zhang (2018) that stated that
the green supply chain management application has a positive impact on the firm performance.
Eco-design green supply chain management applications could increase economic performance,
thus increasing the firm performance. t Test value on the corporate social responsibility on its
firm performance is 2.33 with 0.021 (sig <5%) significant value. This shows that corporate social
responsibility has a positive impact on the firm performance, thus 1 is accepted. This finding is
linear with a study by Choongo (2017) that stated that the firm performance can be increased
through corporate social responsibility activities, such as workers' training and development to
increase workers' commitment to the corporation. The firm size control variable with a ¢ test
value of 4.20 with 0.000 significant value (sig <1%) shows that firm size has a positive impact
on its firm performance. Firm age has ¢ test value of —0.80 with significant value at 0.422 (sig
>10%). This shows that firm age does not affect the firm performance. Board size has ¢ test value
of —=2.05 with 0.041 significant value (sig <5%). This shows that board size has a positive impact
on firm performance. Board meeting has ¢ test value of 1.18 with 0.240 significant value (sig
>5%). This shows that board meeting does not affect the firm performance. Big 4 has ¢ test value
at 1.16 with 0.246 significant value (sig >5%). This shows that the big 4 does not affect firm
performance.

6.4 Mediation effect

The mediation test for this research can be seen in Table 5. The indirect relation in

Table 5 shows that the  value is 2.48 with a significant value of 0.013 (sig <5%). This shows
that green supply chain management can mediate the relationship between corporate social
responsibility on firm performance, thus, 1 is accepted. This result is linear with a study by
Wang et al. (2020) and it can be interpreted that the corporate social responsibility activities can

increase green supply chain management and result in better firm performance.

TABLE 5. Mediation test result

Input Test statistic SE p value
a 00001414 2.48 0.000057 0.013
b
Sa

Sb




7 CONCLUSION, IMPLICATION, LIMITATION, AND
FUTURE RESEARCH

This study examines the direct and indirect impact of corporate social responsibility, green
supply chain management and firm performance. The result obtained from this research, in the
first hypothesis is a positive impact of corporate social responsibility on green supply chain
management. Corporate social responsibility can increase corporate social duty to minimize
environmental pollution and support the green supply chain management activities. This is in
line with a study by Huang et al. (2021) that stated that corporate social responsibility can
motivate the companies in their environment management to improve their green supply chain
management activities.

The second hypothesis states that green supply chain management has a positive impact on firm
performance. Green supply chain management can allow the corporate to better use its resource
in resolving the environmental problem. These can give a better impression to the customer of
the firm performance. This is in accordance with studies by Bag et al. (2021) and Jiang et al.
(2020) that stated that green supply chain management consists of the elements of the sustainable
environment, such as green purchasing, green distribution, green consumption and recycling of
resources that can increase firm performance.

The third hypothesis shows that corporate social responsibility has a positive impact on firm
performance. A corporation that adopts corporate social responsibility can use this as a strategy
to promote its corporate reputation to the stakeholders and this will increase the firm
performance. This result is linear with studies by Pham and Tran (2020), Sardana et al. (2020).
Corporate social responsibility practice can give a better impression of the stakeholders'
expectations and push the firm performance.

The research result that shown by the fourth hypothesis is green supply chain management is
able to mediate corporate social responsibility's effect on the firm performance. Green supply
chain management can help the corporation to minimize the environmental impact on its chain
supply process. This shows that corporate social responsibility is a part of green supply chain
management to help corporations take a decision on their social and economic duty by paying
attention to the environmental aspect in order to increase firm performance (Balon, 2020; Jawaad
& Zafar, 2020).

There is a theory implication in the study result. First, there is a finding that gives an answer to
the research question and enriches a literary about corporate social responsibility. This research
also improves literature about corporate social responsibility and green supply chain
management by finding a positive impact of corporate social responsibility on green supply
chain management. On one side, the study results prove that corporate social responsibility
activities can become a solution in environmental management that helps green supply chain
application. This expands corporate social responsibility value as a solution in environment
management practice on whole chain supply. Second, the study proves that green supply chain
management yields a positive impact on firm performance. The results of this study show that, in




pursuing firm performance, a strategic environment alignment as a green solution is the potential
in bringing economic benefits.

The managerial implication in this study gives answer that corporate social responsibility can
help the corporate in applying green supply chain management. The corporate must run its
corporate social responsibility practice wisely. Corporate social responsibility can be a tool to
manage the environment of the chain supply, thus improving their green supply chain
management practice. Green supply chain management practice can align its green strategy to
increase its reputation and customer satisfaction. Thus, the manager must be aware of the
importance of corporate social responsibility to pursue green supply chain management to
increase firm performance.

This research has several limitations: first, only PROPER corporates in Indonesia were used as
data where PROPER itself is an environmental company management rank system. Second, this
research only used PROPER corporates that are listed on the Indonesia Stock exchange market in
the 2015-2019 period. Third, this research only analyzed corporate social responsibility, firm
performance and green supply chain management. It is recommended for the next researchers to
consider performance and other green applications, such as green innovation, green purchasing,
and so forth. Also, future research should consider another kind of corporation and lengthen the
research periods.
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