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Abstract. This research is aimed to analyze the disclosure level of Social
Reporting in companies listed in Jakarta Islamic Index (JI1) using ISR index.
This research is descriptive research, that is research which try to describe and
interpret result of ISR index score based on six criteria: Funding and
Investment, Products and Services, Employee, Society, Environment and
Corporate Governance. The population of this study are all companies listed in
JIl period 2014-2016. The sampling method used in this research is purposive
sampling method. The result of research shows that the most disclosure on the
six ISR index criteria conducted by 21 companies listing in JII is environmental
criteria. This proves that there is an awareness of the environmental social
responsibility of companies listing in JIl. Overall, the average disclosure of the
ISR index on 21 JII firms has not been good, only 47.80%. This indicates that
there are still many ISR index items that have not been fully disclosed. The
results also show a tendency to increase the ISR index. This condition proves
the increase of corporate awareness of the obligation of social responsibility
according to sharia. This condition proves the increase of corporate awareness
of the obligation of social responsibility according to sharia.
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1 Introduction

In line with the development of sharia economy in the world, the concept of Corporate
Social Responsibility (CSR) that shall be in accordance with Islamic values in accordance
with Qur'an and Sunna of the Prophet Muhammad PBUH has also flourished [1][2][3]. CSR
according to Islamic teaching promotes falah (justice) and ukhuwah (brotherhood), so that
sharia-compliant companies can accommodate the needs of each party and the interest of the
public [4][5]. For companies engaged in the field of sharia, they necessarily require guidelines
in preparing annual reports by presenting the implementation of social responsibility in
accordance with sharia in such reports. These guidelines are known as Islamic Social
Reporting (ISR). [6] developed the ISR index which had been initiated by [7] by adding in the
index of ISR disclosure with corporate governance.
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Researches related to ISR have been conducted in Islamic Financial Institution (IFI),
mainly in sharia banking sector. This research done by [8], [9], [3], [10], [11]. Other studies
have linked the characteristics of banks or firms listed in Islamic capital markets with ISRs,
such as researches conducted by [6], [12], [13], [14]. Researches on the disclosure of ISR in
companies listed in sharia capital market have also been conducted. [15] examined ISR
disclosures in large corporations other than in the finance industry approved by sharia
authorities listed in Bursa Malaysia. The result proved that the companies' ISR disclosures in
Bursa Malaysia was indicated to be minimal, marked by a minimum disclosure of sharia
related disclosure items.

This study aims to analyze the disclosure of ISR by companies listed in Jakarta Islamic
Index (JI). The latter is one of the sharia capital market products in Indonesia Stock
Exchange, where the listed companies' shares are considered eligible by the National Sharia
Council (DSN) of the Indonesian Ulama Council. This research is a replication of research
conducted by [15], but different in the object research. Based on the above explanations, this
study formulates the research problem as to how the disclosure of Social Responsibility with
ISR index in companies listed in the Jakarta Islamic Indeks.

2 Literature Review

2.1 Islamic social reporting

In Islam, the business opeartional can never be alone face from the rest social
responsibility and rights all stakeholder [16]. [14] said if concept Corporate Social
Responsibility not only in the conventional economics, but for sharia
economics.Increasing implementation of CSR from the perspective of Islam triggers
the emergence of standards in connection with the reporting of performance of a
sharia-based company in the form of Islamic Social Reporting (ISR). The ISR Index
was born on the basis of compilation of standard CSR items based on AAOIFI
(Accounting and Auditing Organization for Islamic Financial Institutions). ISR index
was firstly promoted by [7] and further developed by subsequent researchers
extensively such as by [6] in Malaysia and other researchers. According to [7], there
are still many limitations in the conventional social reporting and proposing a
conceptual framework of ISR based on sharia provisions. [17] further explains that
the improvement of corporate governance in islamic financial system is absolutely
necessary, as the public have the right to know on various information about an
organization’s activities. ISR requires a company to disclose their performance
reporting to prove that the company has fulfilled its duties and obligations according
to sharia and to ensure that its operation is not contrary to the concept of sharia.

2.2. Review on previous research

Researches on ISR disclosure in sharia banks and companies listed in sharia capital
market have been conducted by several researchers. Othman and Thani’s studies [15]
measured ISR levels of 100 companies other than in financial industry listed in Bursa
Malaysia approved by sharia authorities, through multiyear annual reports of 2004-



2006. Using 43 items of disclosure index and categorized into 6 themes, namely
Funding and Investment; Products/Services; Employees; Communities; Environment,
and Corporate Governance. The results showed that the level of ISR disclosures were
minimal, so that in overall there have not been significant ISR disclosure.

This research is a replication of [15] research, however, the difference relates to
the samples selected. [15] selected samples of companies listed in Bursa Malaysia
approved by the relevant sharia authorities, while this study takes the samples of
companies listed in JII. On the other hand, this study selects the samples of
companies listed in JII using multi year of annual reports with trend analysis to
analyze the ISR disclosure rate.

3 Research Method

3.1. Population and Sample

This study uses all companies listed in JII as population that meet the following
criteria (purposive sampling):

a. Listed in the Jakarta Islamic Index in the period of 2014 -2016;

b. The company publishes annual report in the period of 2014-2016.

Based on the above criteria, the number of samples amounting to 21 companies listed
in JII are obtained.

3.1. Data analysis

The data used in this study is secondary data in the form of companies’ annual reports
selected as the samples. The method used in this study is content analysis, which aims
to identify the criteria of the index of ISR. The ISR Index model follows that of
according to the research of [15]. The ISR Index is divided into six categories:
Funding and Investment, Products and Services, Employees, Society, Environment,
and Corporate Governance.

Content analysis is performed by reading the annual reportsof the samples and
giving the score value. The scoring method utilized in this study is similar to that of
[15]. Content analysis was performed on 43 ISR index items, where scoring was
given not based on how often the number of occurrences of each item was disclosed
in an annual report.If at least an ISR index disclosure item is disclosed once, the
relevant item is considered to exist. Assessment is done by scoring from 0-1, where:

- Value 0 is applied if there is absolutely no disclosure regarding the item;
- Value 1 is applied if disclosure is made, at least once disclosure.

Assessment of index items is then collected, identified, and analyzed by summing
up the overall score annually, so the pattern of ISR disclosure every year is known.
Calculation of the ISR index is formulated as follows:

CSR = Number of items disclosed by the company
The number of expected items is disclosed




In addition to summing up the scores obtained per year for all companies within
the samples as a whole, the score of each sample company and each category of ISR
index are summed up. This method is done to determine which disclosure categories
are mostly disclosed by the companies and which companies perform the highest ISR
disclosures. Based on the results of this score, a review is further conducted on how
the implementation of ISR in companies listed in JII.

4 Result and Discussion

Based on the content analysis presented in table 1, it can be seen all categories of ISR
disclosure items. Overall, table 1 show that the highest disclosed category of JII is the
environmental category. The company that discloses the highest environmental
category in the period of 2014-2016 is PT Astra Agro Lestari Tbk, with an average
score of 31,75%. The lowest environmental disclosure was conducted by PT Bumi
Serpong Indah Tbk with an average score of 14,29%. Of the seven environmental
indicators, there are consistent indicators that are disclosed each year, i.e.,
environmental conservation, environmental auditing/independent
verification/government statements, and environmental/policy management system.

Since the highest disclosed category in this study is the environmental category with an
average score of 67.80%, this shows the high awareness of the companies listed in JII towards
the importance of environment. This awareness of the environment is evidenced by the
increase of year-to-year Program for Pollution Control, Evaluation and Rating (PROPER)
award given tothe companies listed in JIl [14]. PROPER is a corporate performance rating
program organized by the Ministry of Environment to encourage compliance of the companies
with environmental management through information instruments. The awarding of PROPER
to a company that has an awareness of the importance of the environment as disclosed in its
annual report provides an evidence of such company's concern and responsibility for the
surrounding environment. Awareness of the importance of the environment is also due to the
obligation ofthose industrial companies to maintain the surrounding environment in
accordance with Law No. 5 of 1984 [18] regarding Industry, especially article 21. Such
Article 21 imposes an obligation to the industrial companies to maintainthe balance and
sustainability of natural resources used in the process of industry. In addition, there is an
obligation to prevent the damage and pollution of the environment as the results of business
and industrial processes undertaken by the companies. Furthermore, in article 27, it is
stipulated that a fine shall be given as a result of an intentional/unintentional action for
violation of article 21. This means, the company of JIl have high environmental impacts. This
finding is line with islamic principles, where as khalifah, humans as guardians of the earth
must guard and care it from damage.

Through the trend analysis, the results of this study provide empirical evidence
that companies listed in JII have increased in the ISR disclosure in their annual report.
This condition proves that the company which in its operation does not contradict the
concept of sharia and its shares listing in sharia capital market, the better in disclosing
the implementation and reporting of its social obligations. The ISR disclosure of 2015
to 2016 only increased by 22.11% lower than the 2014 to 2015 increase. According to



Table 1, in general, ISR index score for each category shows inconsistency during
2014-2016, except category of Products and Services as well as Community, which
are increasing year by year. The minimum category disclosed by companies listed in
JIl is the category of corporate governance. Of the five indicators of corporate
governance category, only the indicator of anti-corruption policies is disclosed. This
condition is understandable considering that the companies listed in JII are not
companies that operate purely based on the concept of sharia.

Category of Products and Services occupies the second rank of disclosure conducted by
companies listed in JII, with an average score of 60.32%. This score indicates the awareness
of the company listed in JII with the importance of disclosure of products and services offered.
Almost all indicators of this category do not have consistency disclosure annually, unless the
halal status of the product increases from 2014-2016. The Government has affirmed through
Law No. 33 of 2014 on Halal Product Guarantees [19], that all products entered, circulated
and traded in the territory of Indonesia must be halal certified. The highest disclosure of this
category was conducted by PT Unilever Indonesia Tbk with an average score of 30,56%. This
is because PT Unilever Indonesia Tbk during 2015 and 2016 is the only company that
discloses the four indicators of product and service category. The lowest disclosure of this
category, was conducted with an average score of 2,78% by PT Bumi Serpong Indah Thbk.

From the category of Funding and Invesment, obtained the average value of
disclosure from 2014-2016 amounted to 27.78%. This figure shows the low
disclosure of this category. From table 1, there is consistency of VAS reporting every
year that is 80,95%. This shows that from the selected sample, 17 of the same
companies reveal VAS indicators every year in their annual report. However, the
disclosure of the VAS is different from the VAS referred to by [20], where according
to [20] the VAS is a complementary report of the income statement of the company
S0 as to provide relevant information to stakeholders. Another consistency is the lack
of disclosure of riba (usury) and zakat. this is consistent with the findings of [15].
Zakah payments and the avoidance of usury are examples of Islam emphasizing the
principle of justice [1]. As explained earlier, this is because companies listed in JII are
not companies engaged in sharia, where the concept of sharia becomes the basis of
the company's operations. The CVBS disclosure is also not done, as a complementary
balance sheet presented in the annual report. The balance sheet is presented using
historical cost, so it should be necessary to provide relevant information for Muslim
stake holders to present CVBS reports [20]. When viewed from the average
disclosure of the Funding and Investment category during 2014-2016, the highest
disclosure is done by PT Lippo Karawaci Tbk with average score of 16.67%. The
lowest disclosure score is done by PT Astra International Thk with a score of zero
percent.

Community category based on table 1, has an average disclosure value of 55.70%. This
score indicates a high awareness of the companies listing in JII related to the mutual sharing
and lighten the burden of society. This is in accordance with the statement of [7][2], which
explains that the basic concept of this category is the ummah, amanah and adl. Thus a high
score indicates the company's concern for community togetherness, public trust and the
realization of justice for the community around the company. Of the 11 indicators of this
category, none of the companies listed in JII disclose wagaf and gardhassan indicators. These



results are in line with findings by [12] and [21] who found that this indicator is rarely
revealed by Shari'ah Compliant Companies in Bursa Malaysia. Yet through these two
indicators, the needs of the ummah (community) can be realized [7]. The highest disclosure of
this theme was conducted by PT Vale Indonesia Thk with an average score of 24.24%, and the
lowest disclosure was conducted by PT Akr Corporindo Tbk, PT Siloam International
Hospital Tbk and PT Summarecon Agung Tbk with an average score of 13.13%.

Table 1: The ISR Score of Disclosure According to Individual Items and Categories

: 2014 2015 2016
No Items of disclosure % % %
A Finance And Investment Theme 26,98 2857 27.78
1 Riba Activities 0.00 0.00 0.0
2 Gharar 5238 5714 619
3 Zakat: method used/amount/beneficiaries 0.00 0.00 0.0
4 Policy on Late Repayments and Insolvent Clients/Bad Debts Written-off 28,57 3333 2381
5 Current Value Balance Sheet (CVBS) 0.00 0.00 0.0
6 Value Added Statement (VAS) 80.95 80.95 80.95
B Products And Service Theme 58.33 59.52 63.10
7  Green product 80.95 80.95 76.19
8 Halal status of the product 476 1429 19.05
9 Product safety and quality 76.19 80.95 80.95
10 Customer complaints/incidents of non-compliance with regulation and voluntary 7143 6190 76.19
codes (if any)
C Employees Theme 49.05 5429 51.90
11 Nature of work: working hours/holidays/other benefits 2381 33.33 4286
12 Education and Training/Human Capital Development 100.00 100.00 100.00
13 Equal Opportunities 80.95 80.95 71.43
14 Employee involvement 76.19 76.19 80.95
15 Health and safety 100.00 100.00 100.00
16 Working environment 100.00 100.00 90.48
17 Employment of other Special-interest-group (i.e. Handicapped, ex-convicts, former 000 476 476
drug-addicts)
18 Higher echelons in the company perform the congregational prayers with lower and 0.00 000 0.0
middle level managers.
19 Muslim employees are allowed to perform their obligatory prayers during specific 476 2381 14.29
times and fasting during Ramadhan on their working day.
20 Proper place of worship for the employees 476 2381 14.29
D Society Theme 4459 5844 64.07
21 Saddaga/ donation 19.05 3333 80.95
22 Waqgf 0.00 000 0.00
23 Qardhassan 0.00 0.00 0.0
24 Employee Volunteerism 90.48 90.48 90.48
25 Education: School Adoption Scheme/Scholarships 3333 9524 8571
26 Graduate employment 2381 4286 57.14
27 Youth development 1429 5238 57.14
28 Underprivileged Community 9524 66.67 61.90
29 Children care 28,57 6190 71.43
30 Charities/Gifts/Social activities 90.48 100.00 100.00
31 Sponsoring public health/recreational project/sports/cultural events 95.24 100.00 100.00
E Environment Theme 6599 7211 65.31
32 Conservation of environment 8571 8571 85.71
33 Endangered wildlife 476 952 476
34 Environmental Pollution 66.67 76.19 61.90
35 Environmental Education 33.33 7143 3333



36 Environmental Products/Process related 100.00 90.48 100.00
37 Environmental Audit/Independent Verification Statement 8571 8571 8571
38 Environmental Management System/Policy 8571 8571 85.71
F Corporate Governance Theme 1048 6.67 857
39 Shariah compliance status 0.00 0.00 0.0
40 Ownership structure: Number of muslim shareholders and its shareholdings 0.00 0.00 0.0
41 BOD structure-muslim vs non-muslim members 000 0.00 0.00
42 Declaration of forbidden activities: monopolistic practice/hoarding necessary 0.00 000 0.00
goods/price manipulation/fraudulent

43 Anti-corruption policies 52.38 33.33 42.86

TOTAL 43.96  49.61 49.83

The Employee category has an average rating of 51.74%. This value proves the existence
of awareness of the company associated with concern for its employees. No company listed on
JIl discloses the higher Echelon at the company performing congregational prayers with lower
and middle level managers. This finding is the same as [15]. The indicators disclosed by all
companies listed in JII are education and training / human resources development and
occupational health and safety. The Company is required to disclose both of these indicators
based on Law no. 1 of 1970 on Occupational Safety Law No. 23 of 1992 on Health and Law
no. 13 of 2003 on Manpower. There are sanctions for companies that do not want to comply
with these three packages of rules. The most disclosure of this category was conducted with
PT Telekomunikasi Indonesia Thk with an average score of 24.44%, while the lowest average
was revealed by PT Summarecon Agung of 11.11%.

The category of Corporate Governance is the lowest theme revealed by companies listing
in JII with an average score of 8.57%. This condition shows the weakness of corporate
governance of the JII company according to the concept of sharia. The highest average score
of each company amounted to 6.67%, ie disclosure of anti-corruption policies disclosed by 6
companies listing in JII.

In aggregate, the average disclosure value of ISR companies listed in JIl is 47.80%. This
shows the ISR disclosure at moderate level. Companies listed in JII have not yet disclosed the
full ISR index items. For all period of this research, it is showed that items related to sharia
law are not met by all companies listed in JII. Such disclosures include usury, zakat, CVBS,
higher echelon in the company performing congregational prayers with lower and middle level
managers, Wagaf, Qordhassan. The three indicators of corporate governance criteria relating
to the concept of sharia are also not disclosed for the three year period, namely, the status of
sharia compliance, the ownership structure between Muslim and non-Muslim, and forbidden
activities. This finding is in line with the findings of [12], [21] and [15] which found that there
was still a low disclosure of ISR on Shari'ah Compliant Companies in Bursa Malaysia in
connection with the principles and values of Islam. Companies listed in JII are understandably
not fully operational companies based on the concept of sharia. However, companies whose
shares have passed the selection of the Financial Services Authority and the Indonesia Stock
Exchange to be registered in the sharia capital market and their operations are not
contradictory to the concept of sharia, the indicators related to Islamic principles and values
are not disclosed. Of all ISR indicators, only indicators of Education and Training / Human
Resource Development and Occupational Health and Safety indicators are fully disclosed by
all companies listed in JII during 2014-2016. Viewed from companies listed in JII, the overall
ISR disclosure is mostly performed by PT. Telekomunikasi Indonesia Thk with an average
score 78,81% while the lowest ISR disclosure is perfomed by PT. Summarecon Agung Thk
with an average score of 51,68%.



In accordance with the theory of legitimation, the company will conduct ISR
activities due to social, economic and political pressures from outside the company,
so that the company will meet such demands by doing what the community want and
what is required by the rules [22]. The increase of ISR index in companies listed in
JIl is caused by the pressure from the government through various regulations. This is
consistent with Mohamed Zain's (2004) statement in [6], stating that government
policy is one of the main factors to encourage companies to produce high-level ISR
disclosures. Stakeholder theory states that ISR activity is an effort to accommodate
stakeholders’ needs and wants, so that the company in the long run can improve its
profitability [3] and company’s image [10]. In Indonesia with the majority of muslim
population, the company shall consider the main stakeholders which provide good
support for the company's business activities. Disclosure of ISR is one way to manage
good relationships between companies and stakeholders [8], [10],[16]. Muslim
stakeholders will certainly be more comfortable to invest in shares of companies that
do not violate the concept of sharia. Because the objectives of Islamic social and
economic system are based on human well-being and the life of Tayyibah (good life),
both of which emphasize ukhuwah (brotherhood) and adl (justice) based on piety
towards God SWT [23]. Thus, a clear, complete and comprehensive ISR indicators
shall be required to accommodate the needs of muslim stakeholders in Indonesia in
order to avoid multi-interpretation in determining the ISR disclosures.

5 Conclusion

This study aims to find out the disclosure of ISR in annual reports of companies listed
in JII. Based on description of analysis and content analysis, the overall average of
ISR disclosure rate is 47.80%. Companies listed in JII have not disclosed the full
items of the ISR index. Even items related to sharia concepts such as Zakat, Riba,
Wagqaf, Qordhassan, higher echelon in the company performing congregational
prayers with lower and middle level managers, sharia-related corporate governance
are not disclosed by all companies listed in JIL

Indicators of Education and Training/Human Resource Development and Occupational
Health and Safety indicators are fully disclosed by all companies listed in JII in order to
meetthe obligations required by relevant laws. The environmental category is the most
commonly disclosed category by companies listed in JII. This is due to high awareness of such
companies listed in JII concerning the sustainability of natural resources used in the process of
industry. The role of government by issuing the relevant laws also support this high level of
disclosure.

The limitation of this research is due to the measurement of the ISR index is based on the
interpretation of the researcher, requiring some subjectivity in the absence of complete, clear,
and comprehensivel SR standards. In addition, the source of ISR index measurement is merely
based on the annual reports. Future research shall pay attention to the media involvement as a
measure of ISR disclosure.
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