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ABSTRACT

This paper aims to cluster corporate social responsibility (CSR) practices that correspond to
the CSR strategy implemented. This study performed factor and cluster analyses with 435
data from Indonesian manufacturing companies. The factor analysis resulted three categories
of CSR dimensions: legal-ethical, philanthropic, and economic responsibilities. The cluster
analysis generated three clusters of CSR strategy: reactive, proactive, and accommodative.
The results show that most manufacturing companies in Indonesia apply proactive strategy
rather than reactive or accommodative strategies.
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1 INTRODUCTION

Over the past two decades, the concept of
corporate social responsibility (CSR) has
grown in popularity (Malik 2015) and has
become a concern for businesses (Martinuz-
zi & Krumay 2013), as they attempt to com-
ply and gain advantages from it (Ra-
zafindrambinina & Sabran 2014). However,
the majority of CSR research focuses on
CSR practices in developed countries (Zhu
et al. 2016). Because CSR is emerging as a
distinct area of management studies in de-
veloping countries (Jamali & Karam 2018),
it is essential to identify significant infor-
mation on the contribution of CSR and the
main factors affecting CSR performance
(Branco & Rodrigues 2006, Crifo et al.
2016), including in Indonesia.

More specifically, the Indonesian gov-
ernment has released Law No. 40 2007 on
Limited Liability Companies (or Undang-
Undang (UU) No. 40 Tahun 2007 tentang

Perseroan Terbatas). With this law, Indone-
sia is the world's first country to mandate
that companies, especially those related to
natural resources, must implement CSR and
report their CSR activities (Sheehy & Da-
mayanti 2019).

Several studies have investigated CSR im-
plementation in the Indonesian manufactur-
ing industry. For example, with a sample of
53 manufacturing companies, Hasanudin &
Budianto (2013) found that employee CSR
and corporate reputation have a positive im-
pact on company performance. Purbowati &
Mutiarni (2017) with a sample of 50 listed
manufacturing companies argued that the
company size has a significant impact on the
CSR report, while the company's profile, the
size of the commissioner board, and owner-
ship concentration have no impact. Then,
with survey data from 173 manufacturing
companies, Handayani et al. (2017) high-
lighted the significant influence of CSR on
company performance.
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However, little research has been con-
ducted on how far Indonesian manufacturing
companies go with CSR, particularly after
13 years of CSR regulation. Thus, this study
aims to explore the extent to which they im-
plement CSR to address the two research
questions (RQ):

RQ1: Which dimension of CSR is most
commonly implemented by the Indonesian
manufacturing companies?

RQ2: Which CSR strategy is most widely
applied by the Indonesian manufacturing
companies?

1.1 CSR Definition

The World Business Council for Sustainable
Development considered economic, ethical
and social factors and declared CSR to be a
continuous business agreement to act ethi-
cally and benefit from sustainable economic
development while also improving the quali-
ty of life of employees, their families, the lo-
cal community, and society at large (Moir
2001). Dahlsrud (2008) identified 37 differ-
ent meanings of CSR in 27 studies between
1980 and 2003. The five most commonly
used dimensions of CSR, according to the
results of this study, are economic, social,
environmental, stakeholder, and voluntary.
Indeed, CSR can be defined using many
terms, all of which express common sense
with regards to the activities, relationships
and responsibilities of companies to and
with society (Branco & Rodrigues 2006).

1.2 CSR Dimensions

Carroll (1979, 1991) proposed that CSR can
be viewed from four perspectives: economic
responsibilities. Business has traditionally
been conceptualised as an economic entity
with a responsibility to produce and provide
goods and services as efficiently as possible,
while making an acceptable profit (Carroll
1991). Legal responsibilities. Businesses are
required to follow the laws and regulations
enacted by the federal, state, and local gov-
ernments as the ground rules for their opera-
tions (Carroll 1991). Ethical responsibilities.
Ethical responsibilities embody the stand-
ards, norms, or expectations that reflect a
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concern for what customers, employees,
shareholders and the community regard as
fair, just, or in keeping with the respect or
protection of the stakeholders' moral rights
(Carroll 1991). Philanthropic responsibilities
or discretionary responsibilities. Philanthro-
py encompasses corporate actions undertak-
en in response to society's expectations that
businesses be good corporate citizens. Phi-
lanthropy is discretionary or voluntary de-
spite societal expectations that businesses
Philanthropy refers to the behaviour taken
by corporations in response to society's ex-
pectations that they be responsible corporate
citizens. Despite societal expectations that
companies give back, philanthropy is discre-
tionary or voluntary (Carroll 1991).

Carroll’s definition of CSR has been one
of the most accepted and widely used defini-
tions of CSR in academic research (Dhanesh
2014) and is recognised as comprehensive
and integrative by numerous theorists and
empirical researchers (Wang & Berens
2015).

1.3 CSR Strategy

A CSR strategy can bring together a variety
of philanthropic, supply chain, and system-
level programs under one umbrella (Rangan
et al. 2012). Four types of CSR strategy
(Wood 2010) can be used to explain how
companies respond to their responsibilities:
reactive. Companies implement reactive
strategy if they apply CSR at the basic level
required to meet their regulatory compliance
(Torugsa et al. 2013). Defensive. Companies
that apply a defensive strategy reject their
ethical responsibilities and protect their in-
terests within the legal framework (Ganescu
2012). Accommodative. Companies adopt
the accommodative strategy by supporting
certain ethical responsibilities, particularly
those of their stakeholders, without initiating
voluntary actions for the common good (Ga-
nescu 2012). Proactive. Companies that ap-
ply the proactive strategy can actively man-
age the sustainability of economic, social
and environment efforts, and support their
CSR activities (Wagner et al. 2009) beyond
the compliance (Torugsa et al. 2013).
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2 RESEARCH METHODS

2.1 Measurements of CSR

Table 1 shows 20 items from Maignan and
Ferrell (2001) that can be used to measure
CSR strategy on a five-point scale ranging
from 1=’strongly disagree’ to 5=’strongly
agree’. These items were modified to repre-
sent current manufacturing condition in In-
donesia so that respondents could under-
stand them and gave an appropriate
response.

Table 1. CSR Measurement Items

CSR Dimension

Economic responsibility

CS01  We aim to lower our operating costs.
CS02
Cs03

We closely monitor our employees’ productivity.

Top management develops long-term strategies.

Ccso4 We handle any customer complaint according to a set of
guidelines.

CS05  We constantly improve the quality of our products.

Legal responsibility

CS06 Internal policies prevent discrimination in job compensation and
promotion.

CS07  We seek to follow regulations governing recruiting and employee
benefits.

CS08  All our products comply with legal standards.

CS09  We fulfil our contractual commitments.

CS10  Environmental regulations are communicated to managers.

Ethical responsibility

CS11  We have a comprehensive code of conduct.

CS12  We have a reputation for being a reliable organization..

CS13  Fairness between co-workers and business partners is
an integral part of the employee appraisal process.

CS14  We have an appropriate procedure for employees to report any
misconduct at work.

CS15  Our employees adhere to professional standards.

Discretionary/philanthropy responsibility

CS16  We contribute to charity in a sufficient amount.

CS17  We encourage partnerships with local businesses and schools.

CS18  We make a donation to support sports and/or cultural events.

CS19  We have a program to reduce the amount of energy and materials
wasted.

CS20  We encourage employees to join civic groups that benefit our

community.

2.1 Sample and data collection

This study used the 2017 Manufacturing In-
dustrial Directory (BPS 2017) as the sam-
pling framework that covered five areas in
Java: Jakarta, West Java, Central Java, Yog-
yakarta and East Java. This study conducted
a survey from June to October 2018 via post,
personal delivery, and online. There were
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1,055 questionnaires distributed, with 514
being returned. 435 responses persisted in
the data set after data screening, representing
a response rate of 41.23%.

3 RESULTS AND DISCUSSIONS

3.1 Factor Analysis of CSR Strategy

Using SPSS 26, the first run of principal
component analysis (PCA) resulted four
cross-loading items that was deleted (CSO03,
CS04, CS05, and CS19). With 16 items re-
maining, the PCA was rerun and produced
three factors with the total variance cumula-
tive of 58.89% (see Table 2). The first factor
relates to legal-ethical responsibility, the
second factor refers to philanthropic respon-
sibility, and the third factor refers to eco-
nomic responsibility. Besides, Table 2
shows that the mean score of economic re-
sponsibility is similar to legal-ethical re-
sponsibility, assuming that respondents are
more aware of those responsibilities than
philanthropic responsibility that has the low-
est mean score.

Table 2. Factor and Items of CSR Strategy

Factor loading

Code
Fl F2 F3
CS06 0.57
Cso7 0.74
CS08 0.75
CS09 0.71
CS10 0.70
Csi11 0.74
Cs12 0.70
Cs13 0.66
CS14 0.71
CS15 0.57
CS16 0.67
Cs17 0.75
Cs18 0.85
CS20 0.77
CSo01 0.88
CS02 0.68
Mean 4.23 3.68 4.24
Cronbach’s alpha 0.90 0.81 0.56
Sum of squared loadings 6.60 1.77 1.05
(eigenvalue)
% of variance 41.26 11.06 6.57
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3.2 Cluster Analysis of CSR Strategy

Prior to cluster analysis, the different varia-
bles used for clustering are confirmed not to
have substantial collinearity to avoid biasing
the analysis (Hair et al. 2010). The results
show that 16 items have the tolerance values
between 0.44 and 0.81 and VIF values from
1.24 to 2.30. Thus, the result indicates the
absence of collinearity (Hair et al. 2010).
Cluster analysis of CSR strategy is em-
ployed using hierarchical and non-
hierarchical clustering methods sequentially
(Hair et al. 2010). The results of the hierar-
chical cluster from SPSS 26 identified a
larger jump from two to three clusters
(24.53%) than from one to two clusters
(22.17%). Then, K-means clustering is con-
ducted using three clusters (see Table 3).

Table 3. K-means CSR Strategy with Three Clusters

Number of Regression Score

Cluster

cases F1 F2 F3
1 145 -0.49 -0.86 0.35
2 180 0.18 0.76 0.47
3 110 0.35 -0.10 -1.23
F 31.25 204.93 232.75
ANOVA .
Sig 0.00 0.00 0.00

Cluster one (145 respondents) has a below-
average score for legal-ethical responsibility
(factor 1) and philanthropy responsibility
(factor 2), but an above-average score for
economic responsibility (factor 3).

Cluster two (180 respondents) has an
above-average score for all responsibilities
(three factors), while the largest score lies
with philanthropic responsibility (factor 2).
Cluster three (110 respondents) has a below-
average score for philanthropic responsibil-
ity (factor 2) and well-below-average score
for economic responsibility (factor 3), but an
above-average score for legal ethical respon-
sibility (factor 1).

As shown in Table 3, F value and ANO-
VA results indicate that all factor scores are
significant for three clusters. Based on the
results, cluster one can be classified as a ‘re-
active’ group that will fulfil their economic
responsibilities while ignoring their legal,
ethical and philanthropic responsibilities and
rejecting any kind of social or ethical obliga-
tions that is not in their economic interest
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(Lee 2011). Cluster two can be assumed to
be a ‘proactive’ group which fully recognise
their social responsibilities and actively
strive to meet stakeholder needs and reduce
negative effects of companies (Ganescu
2012). Cluster three can be regarded as an
‘accommodative’ group that conduct specif-
ic ethical responsibilities, particularly those
related to stakeholders, and comply with le-
gal requirements.

3.3 Demography Characteristics of CSR
Strategy Clusters

Table 4 present the respondents characteris-
tics in each cluster of CSR strategy. For
most products, the number in cluster two
(proactive) is more than other clusters, such
as food and beverage, chemicals and chemi-
cal products, automotive, rubber and plastic
products, tobacco and non-metallic mineral
products. There are almost the same num-
bers for small companies, namely 15, 13,
and 16 in cluster one, two, and three, respec-
tively. The majority of medium companies
adopt reactive strategy (38.3%), followed by
accommodative strategy (35.1%) and proac-
tive strategy (26.6%). In contrast, almost
half of large companies have proactive strat-
egy (47.8%), followed by reactive strategy
(31.7%) and accommodative strategy
(20.5%). This result is supported by other
finding that proactive strategy in large com-
panies are substantially higher than those
among SMEs (Chang 2015).

Most respondents who have been running
their business for five to 20 years are in clus-
ter one, while cluster two dominates in terms
of respondents operating over 20 years.
There is slight equal number for respondents
in each cluster who have been conducting
their business for less than five years. This
data reflects the ability of organizations to
function in a range of CSR from reactive to
proactive (Carroll 1979). Overall, based on
the results, it can be assumed that most
manufacturing companies in Indonesia apply
proactive strategy rather than the other two
strategies, reactive and accommodative. In-
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terestingly, there are still many companies
that implement reactive strategy.

4. CONCLUSION

This study discovers that CSR practices re-
lated to legal-ethical responsibility and pro-
active strategy are most widely conducted by
Indonesian manufacturing companies. The
findings are consistent with the fact that
manufacturing companies are affected by
CSR regulation (Laws No. 40 in 2007). The
results also indicate that the Indonesian
manufacturing companies fulfil their four re-
sponsibilities; not only legal-ethical respon-
sibility regarding the CSR regulation, but al-
so philanthropic responsibility that beyond
economic responsibility.

The findings of this study enrich CSR litera-
ture by elucidating the various CSR practic-
es that help companies in conducting CSR
and determining how far they can implement
CSR, especially in the context of developing
countries.

Table 4. Respondents Characteristics in Each Cluster
of CSR Strategy

Cluster Cluster 3,
Cluster 1,
. 2,n=180 n=110 To-

Variable n=145

. (Proac- (Accommoda- tal

(Reactive) i i
tive) tive)
Main product

food and bever- 39 42 34 115
age
tobacco 1 6 4 11
textile 8 10 11 29
leather and 2 4 2 8
footwear
goods from 4 0 1 5
wood, handi-
craft
paper 14 8 3 25
coke and re- 1 2 1 4
fined petroleum
products
chemicals and 12 26 10 48
chemical prod-
ucts
pharmaceuticals 4 3 4 11
and medicinal
chemical
rubber and plas- 11 15 9 35
tic products
non-metallic 6 12 3 21
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CONT.
mineral prod-
ucts
basic metals 0 2 0 2
fabricated metal 17 15 10 42

products, ex-

cepts machinery

and equipment

computers, 3 5 2 10
electronic and

optical products

machinery and 6 8 6 20
electrical

equipment

automotive 7 13 4 24
furniture 8 5 4 17
other manufac- 1 4 1 6
turing

repair and in- 1 0 1 2
stallation of

machinery and
equipment
Number of em-

ployees
small 15 13 16 44
medium 36 25 33 94
large 94 142 61 297
Company’s age
(years)
<5 11 11 8 30
5-10 20 15 18 53
11-20 36 32 18 86
21-50 68 91 55 214
> 50 10 31 11 52
Company’s lo-
cation
East Java 122 120 82 324
Centre Java 6 17 6 29
& Yogya-
karta
West Java & 17 43 22 82

Jakarta

* The first author (EDR) would like to ex-
press her gratitude for the financial support
provided by the Indonesian Endowment
Fund for Education (LPDP), Ministry of Fi-
nance, in collaboration with the Directorate
General of Higher Education (DIKTI), Min-
istry of Research, Technology and Higher
Education, Republic of Indonesia.
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