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Abstract. Sustainability reporting is important issue which has implications for 

stakeholder on supporting business entity. Therefore, this study examines the 

influence of sharia supervisory boards, investment account holders and financial 

slack on sustainability reporting of Islamic commercial banks in Indonesia and 

Malaysia for the year 2015 to 2018 also determine the difference on their 

sustainability reporting. Data analysis uses panel data regression and different 

tests through eviews 10. The results reveale that IAH and financial slack have 

effect on sustainability reporting of Islamic commercial bank in Indonesia, 

while SSB has no effect. Meanwhile, SSB has effect on sustainability reporting 

of Islamic commercial bank in Malaysia then IAH and financial slack have no 

effect. In addition, the results of the independent-t test indicate that there is 

insignificant differences among sustainability reporting of Islamic banks in 

Indonesia and Malaysia. 

 

Keywords: Financial slack, investment account holder, sharia supervisory 
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1   Introduction 

 

Islamic banking is a large sector in the Islamic finance industry proved from its 

contribution of 71% or 1.72 billion USD on the Islamic financial industry assets 

(prnewswire.com). According to Bandar Hajjar, the president of Islamic Development Bank 

(as reported by ft.com), in the globalization era, the community which is dominated by the 

young people demands that values and objectives can be inculcated and applied in the 

business and financial sector. Since the financial crisis, various questions arose regarding the 

failure of the financial system at the time which had an impact on society, the environment, 

social aspect and governance. For Islamic people, the encouragement for developing a new 

product is not something new because essentially Islamic finance attaches great importance to 

improving the quality of life. From Islamic business approach, Islamic banks have a 

responsibility to Allah and the community, which is applied to its business model principle by 

implementing social ethics and responsibility [1]. Islam recognizes the importance of 

environmental protection, prohibits recognition non-proprietary status, and business 

investments that can harm society. Therefore, global financial experts have started to find a 

sustainable monetary and financial system under Islamic perspective which they consider can 

become an alternative model for the current modern financial system [2]. As a result, in the 
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last few years, many financial institutions have started to implement CSR practice in their 

operational and organizational strategy. The banking industry has a central role in the 

community because of its high intensity of social interaction, which makes people expect that 

the business will be socially responsible [3]. This is in line with the SDGs which encouraged 

its member countries to start paying attention to the non-financial aspects such as social, 

economy, and environment besides maximizing their profits.  

Sustainability reporting became one of the manifestations of the Sustainable Development 

Goals (SDGs) programs by the United Nations. Global Reporting Initiative defines 

sustainability reporting as a media for an organization to measure, understand, and 

communicate the performance of their governance, economy, social, and environment. GRI 

adds that in its implementation, sustainability reporting is similar to the triple bottom line 

reporting, CSR reporting and other non-financial reporting. Globally, organizations are 

demands to not only claim sustainability but also real and credible action on the level of 

sustainability by following the appropriate guidelines regarding sustainability reporting [4]. 

The idea is to make the organization not only have responsibilities that work around the single 

bottom line (financial condition of the organization) but encourage organizations to work on 

the triple bottom line (social, environmental and profit). the CSR practice aims to provide 

social justice for the community [5]. Indirectly, this strategy can be employed by an 

organization to build stakeholder’s trust through transparency as the core trust-building which 

in turn will support a sustainable business. 

The principle of transparency applied by Islamic banks does not reflect the CSR principle, 

but also as a form of its responsibility to the community and to seek blessing from Allah SWT 

[6]. CSR disclosure depends on several factors such as the information gathered, state policy, 

and the Muslim community. This is why, Islamic Banks do not need disclosure policy that 

includes the information on resources, products, community, and environment. To implement 

the disclosure policy, the catalyst role of Islamic bank corporate governance in driving CSR 

disclosure. Further, the organizational involvement in realizing the social responsibility and its 

disclosure requires larger resources [7]. In addition to corporate governance, slack resources 

become another addition that might act as a catalyst in creating synergy by utilizing resources 

for sustainable activities such as CSR [8]. The survey from McKinsey (2010) showed that 

76% of executives believe that CSR can positively affect long-term shareholder value and 

55% agree that CSR can build a strong organizational reputation. The implementation of CSR 

activities encourages better performance and followed by its disclosure will improve 

organizational reputation. The benefits can be felt by the environment and society, and for the 

organization, in the long run, because investors as stakeholders are encouraged to invest more. 

Organizational slack is classified into two types, unabsorbed slack and absorbed slack. 

Unabsorbed slack is more flexible, thus it can be used anytime, for example, financial slack 

[9]. Absorbed slack is the excess of resources that have been specifically allocated so that they 

are permanent  [10].  

Global Reporting Initiative is an independent international standard organization that aims 

to assist the business entity, government, and organization to understand and communicate the 

impact of their operation activities on the pressing issues such as climate change, human 

rights, and corruption. GRI becomes the initiator of sustainability reporting or CSR reporting 

guidelines for an organization by offering reporting and disclosure standard [11], [12]. This 

standard can be specifically categorized into the conventional aspect such as employees, 

social, environment, human rights, and other legal problems (GRI, 2013). Islamic banks need 

a standard in implementing their social responsibility and perform sharia-based reporting. 

However, several aspects of GRI standard have not included Islamic banks problems such as 



 

 

 

 

free from riba (interest), speculation, and obedience on other sharia principles such as zakat, 

waqaf, qardh hasan and sadaqah as well as the role of sharia supervisory board [13]. This 

drawback encourages the development of a special standard for Islamic banks that based on 

sharia values determined by the Accounting and Auditing Organization for Islamic Financial 

Institution (AAOIFI) in line with al-Qur’an and hadits. 

Previous studies on the effect of corporate governance on sustainability reporting have 

been conducted in Islamic banks. [14]  examine the CSR reporting affected by several 

variables such as the size of the Muslim population, Islamic governance score, firm size, and 

investment account holder. The results show that the Muslim population, Islamic governance, 

and the IAH have a positive and significant effect on CSR reporting. Other studies conducted 

by [15]–[19] show that corporate governance has a positive effect on Islamic social reporting. 

However, a different result is presented by a study conducted by [20] that corporate 

governance represented by the sharia supervisory board does not affect corporate social 

reporting. Departing from the diverse results from previous studies, this study aims to re-

examine the effect of sharia governance and sustainability reporting in Islamic banks. 

Organizational slack may become a factor that affects the extent of sustainability reporting; 

thus, financial slack is added to the research model. The previous study conducted by [21] and 

[7] shows a positive slack on CSR reporting on the Islamic bank samples. Based on this 

description, this study will examine the effect of sharia supervisory board, investment account 

holder and financial slack on sustainability reporting. 

 

 

2   Literature Review and Hypothesis Development 

 

2.1 Islamic Stakeholder Theory 

 

Stakeholder theory is in line with an Islamic perspective, a stakeholder in Islam is the party 

who is at risk from firm’s operation, thus stakeholders are not limited to them with an explicit 

contract but also those who implicitly related to the firm operation [22].The implicit contract 

is the core of Islamic perspective which is when human is appointed as caliph in earth they 

will have an implicit contract of responsibility to their God for all activities they have done 

[23]. The stakeholder theory in Islamic perspective means that firm responsibility does not 

stop at the horizontal dimension between human and the society but there is also a vertical 

dimension in which firm’s operation are accountable to Allah SWT. There are obligations and 

responsibility borne by human which they must achieve and the failure to achieve the 

obligations and responsibility is a treason that has a consequence in life and afterlife. When 

the society move together, they will be able to minimize conflicts and reach unity. The 

community will no longer compete for resources but work together as Allah commanded in 

Q.S ash-Shaff (61): 4. The stakeholder theory in Islamic perspective is the basis for firms in 

performing sustainability reporting. Islamic stakeholder theory is in line with the stakeholder 

concept according to [24] on the groups or individual that can affect or be affected by the 

achievement of company goals. The stakeholder theory states that a firm needs to show its 

responsibility through accountability to its stakeholders [24].   

 

2.2 Sharia Supervisory Board  

 

Islamic bank has different characteristics from a conventional bank, one of which lies in its 

governance aspect that requires a Sharia Supervisory Board (SSB) [25]. SSB is independent 



 

 

 

 

and has to supervise, direct, and ensure that the Islamic bank operates under the sharia 

principles [26]. Besides that, SSB also has to assess information and report regarding the 

bank’s operation, finance, and policy; this authority is similar to those of auditor’s [27]. 

Therefore, SSB might improve supervision and provision of sustainable reporting [2]. 

 

2.3 Investment Account Holder 

 

The investment account holder is funds deposited by the third party that can be used by 

Islamic banks. An investment account is a receipt of investment funds from mudharabah 

muthlaqah, mudharabah muqayyadah, musyarakah, and other similar accounts regulated in 

FAS (Financial Accounting Standard) no. 27. The investment account holder is reported as an 

independent category in the statement of financial position. 

 

2.4 Financial Slack 

 

Burgeouis (1981) defines slack as potential resources that can be used by an organization 

to adjust to the internal and external pressure regarding a certain policy. Slack can assist an 

organization in increasing their long-term profit by performing future competitive innovation 

[28]. An organization has excess resources such as workforce, inventory, and raw material. 

However, a slack that has the largest probability to be maximized is the financial slack[29]. 

Financial slack might present in the form of assets level that is available for an organization 

such as cash and cash equivalent [30] that are considered as current assets, thus, is flexible to 

be placed or channeled by management in various uses or purposes [31]. In previous studies, 

financial slack can be measured from cash reserves and working capital [32]. Cash reserves 

are represented by cash and cash equivalent in an organization [30], while working capital 

covers the aspects of level relative current resources of firm’s activities [33]. In other words, 

working capital is measured using net resources of operational assets on the level of activities 

[34]. 

 

2.5 Hypothesis Development 

 

Sharia supervisory board has a role in supervising the application of sharia principles. In 

line with the Islamic stakeholder theory that in their operational activities, an organization is 

encouraged to be responsible for their stakeholder mainly to Allah SWT and the fellow 

human, social, and environment. SSB becomes an agent that can encourage the 

implementation of social responsibility and reporting according to the sharia principles. 

Previous studies conducted by [2], [21], [35]; and [25] show that sharia supervisory board has 

a positive effect on corporate social reporting. Thus, the large size of the sharia supervisory 

board will indicate better supervision on Islamic bank policy, which in turn will expand the 

sustainability reporting. Therefore, the proposed hypothesis in this study is: H1: Sharia 

supervisory board has a positive effect on sustainability reporting. 

According to the Islamic Stakeholder theory, the investment account holder is a special 

category of investors because this account holder is not represented in decision making 

through the committee, but the account holder or regular customers will keep a supervision on 

the Islamic commercial banks to invest their funds. Islamic commercial banks will provide 

more disclosure to attract customers to invest in their products. According to [19], the 

customer determined the level of sharia principles compliance which affects the sustainability 

reporting. In investing their funds, customers are not investors because they are attracted to the 



 

 

 

 

products and services provided by the Islamic commercial banks, but the customer also does 

not have formal right even if they still maintain supervision on the management.  

Customers have a relative effect that will determine how far bank activities will follow the 

Islamic principles and its effect on the level of disclosure provided by Islamic commercial 

banks. This shows that a high investment account holder encourages Islamic commercial 

banks to disclose more through sustainability reporting. Based on this description, the 

proposed hypothesis is as follows: H2: Investment account holder has a positive effect on 

sustainability reporting. 

Islamic stakeholder theory supports the development of a good relationship with 

stakeholders; Allah SWT, fellow human beings and their social and environmental aspects. 

According to several supporters of stakeholder theory, the social performance of an 

organization can encourage a good financial performance. Another study argues that if a firm 

has a good financial performance, thus they will have more resources to be invested in social 

projects. This is corroborated by an opinion from previous researchers that the improvement in 

social performance will be triggered by the allocation of slack resources for social activities, 

which means that financial performance measured using financial slack with a high percentage 

will be able to encourage better social performance and expand reporting [36], [37] Previous 

studies conducted by  [21], [38] and [7] state that slack measured using financial slack has a 

positive effect on corporate social reporting. Therefore, the higher the financial slack, the 

higher the opportunity for a firm to determine policy, one of which is sustainability reporting, 

thus, proposing the following hypothesis H3: Financial slack has a positive effect on 

sustainability reporting. 

Southeast Asia is one of the areas that developed into the center of development for 

Islamic banking and financial industry in the world. Indonesia and Malaysia become the 

driving force for the development of the Islamic finance industry in the Southeast Asia region. 

The regulations of the Islamic banking and financial systems in Indonesia and Malaysia have 

their respective variations. One of the differences is on sustainability reporting. According to 

Global Reporting Initiative (2018), sustainability reporting is a report published by a firm on 

the economic, social, and environmental impact of the firm’s operations. The policy difference 

on sustainability reporting in Indonesia and Malaysia is, for example, in Malaysia 

sustainability reporting regulated by Bursa Malaysia Securities Berhad states that 

sustainability reporting in Malaysia is mandatory for all firms since 2016. As in Indonesia, 

sustainability reporting in regulated in Financial Services Authority Regulation Number 51 

/POJK.03/2017, article 10 mentions that sustainability reporting is mandatory for financial 

services institution, issuers, and public companies but sustainability reporting separate from 

the annual report is voluntary. 

Sustainability reporting is a report that provides financial and non-financial information 

such as firm’s performance in environmental, social, and governance fields. There is a 

difference in the governance system in Indonesia and Malaysia sustainability reporting in term 

of Sharia Supervisory Board. Sharia Supervisory Board is sharia experts appointed by the 

General Meeting of Shareholders which has the task of providing advice and suggestions to 

the board of directors as well as supervising the company's activities to comply with sharia 

principles. The SSB difference between Indonesia and Malaysia is in the number of SSB 

members. In Malaysia, SSB should at least consists of three sharia experts selected through 

General Meeting of Shareholders and do not hold an additional position as a consultant in all 

Islamic Conventional Banks and/or sharia unit. In Indonesia, based on PBI No. 11/3/PBI/2009 

SSB members should not less than 2 persons or a maximum of 50% of total members of the 

Board of Directors. Based on the differences in Indonesia and Malaysia, this study proposed 



 

 

 

 

that there are differences in sustainability reporting between the country. H4: There are 

differences in sustainability reporting in Indonesia and Malaysia. 

 

 

3   Research Method 

 

The object of this study is Islamic Conventional Banks in Indonesia and Malaysia. The 

data analyzed in this study are secondary data from the annual report and sustainability report 

from Islamic Conventional Banks from 2015 to 2018 and listed in the Financial Services 

Authority and Bank Negara Malaysia. The samples are selected using a purposive sampling 

method. The total selected samples are 56 observations in Indonesia and 28 observations in 

Malaysia. Operational Definition of Variables are follows: 

 

a) Sustainability reporting  

 

The standard used to assess the component of sustainability reporting indicator is the 

standard from AAOIFI no 7 of 2010 and from [39]. The Islamic Conventional Bank is given 

score 1 when they disclose a disclosure item from AAOIFI and given 0 when they do not 

disclose the item. The score from all items are added and divided by the total number of 

disclosures. The sustainability reporting index is computed through the following formula:  

                                               

   (1) 

 

 

b) Shariah Supervisory Board 

 

The sharia supervisory board is measured based on the previous study conducted by [21] 

which utilized total SSB members in sharia bank.  

 

SSB =                                                   (2) 

 

c) Investment Account Holder 

 

Investment Account Holder measurement is based on the study conducted by [19] by 

comparing the total temporary sharia funds to the total assets to assess the level of Investment 

Account Holder in a firm. The formula to compute the level of Investment Account Holder is 

as follows: 

 

  (3) 

 

 

d) Financial Slack 

 

The slack resources are measured using the natural logarithm of cash and cash equivalents 

based on the study conducted by [38] and [7]. 

           (4) 

 

 



 

 

 

 

4   Result and Discussion 

 

4.1 Descriptive Statistics 

 

The descriptive statistics from Indonesia and Malaysia are presented in table 1a and 1b. the 

classical assumption test on the data collected from both countries shows that the data has a 

normal distribution after excluding outlier using studentized residuals. 

 
Table 1. Descriptive Statistics Indonesia 

 N Minimum Maximum Mean Std. Deviation 

SR 48 0.41 0.9 0.639 0.124 

SSB 48 2 3 2.270 0.449 

IAH 48 0.224 0.892 0.685 0.128 

FSL 48 20.628 28.107 24.879 2.127 

Valid N 48     

 

Table 1a presents the descriptive statistics from Indonesian samples with a total of 48 

observations. The results show the mean, minimum, and maximum score with low range 

except for FSL. FSL has a minimum score of 20.628 and a maximum score of 28.107 and a 

mean score of 24.879 which shows large range compared to other variables in this study. This 

is strengthened with the standard deviations of 2.127. 

 
Table 2. Descriptive Statistics Malaysia 

 N Minimum Maximum Mean Std. Deviation 

SR 27 0.49 0.81 0.665 0.093 

SSB 27 5 9 5.777 1.012 

IAH 27 0.001 0.080 0.014 0.022 

FSL 27 23.049 31.4753 29.254 1.883 

Valid N 27     

 

Table 1b shows the distribution of data from SSB and FSL variable which is not evenly 

distributed with standard deviations of 1.012 and 1.883. This is also supported by a large 

range of the maximum and minimum score. In total 27 observations passed the classical 

assumption test.  

 

4.2 Hyppothesis Testing 

 
Table 3. The t-test Result on SSB in Indonesia 

Variable B Std. Error 

C -0.383** 0.151 

SSB -0.023 0.031 

IAH 0.290** 0.107 

FSL 0.033*** 0.006 

Obs   

R-squared  0.576 

F  23.50*** 

 

All independent variables, sharia supervisory board, investment account holder and 

financial slack simultaneously affect sustainability reporting in Indonesia. This finding is 

summarized in table 3a with an F score of 23.50 and a significance level of 0.000 which is 



 

 

 

 

lower than 0.05. The 57.6% of the variance in sustainability reporting in Indonesia are 

explained by SSB, IAH and financial slack with adjusted R2 score of 0.576, and the rest 41.4% 

is explained by other variables outside the model.  

Table 2a shows the result of t-test or partial effect of SSB, IAH, and financial slack on 

sustainability reporting in Indonesia. This result shows that sharia supervisory board does not 

affect sustainability reporting, thus this finding does not support the hypothesis that sharia 

supervisory board has a positive effect on sustainability reporting which contradicts previous 

studies conducted by [2], [21], [35] and [25]. However, this finding supports the study 

conducted by [16] which is possible because SSB only carries out their responsibility to 

ensure the transactions and operations of Islamic banks follows sharia regulation [16]. Another 

factor that supports this finding is the size of SSB of Islamic Commercial Banks in Indonesia 

is below AAOIFI standard which is three SSB members at a minimum. The below-average 

measures lead to the lack of supervision from SSB on sustainability reporting.  

The probability score from the t-test analysis for the effect of IAH on sustainability 

reporting at a 5% significance level with the coefficient value of 0.290 which indicates 

positive direction. This is in line with the Islamic Stakeholder theory which states that 

investment account holder owner is a special category of investors because the holder is not 

represented in the decision making through the board but this account holder will continue 

performing supervision on Islamic Conventional Bank to invest their funds. This finding 

supports the study conducted by [19] which states that high third party funds will encourage 

Islamic Conventional Banks to implement sustainability reporting aimed to attract customers 

to invest their funds through bank’s products and therefore allow them to perform supervision 

on manager’s performance through sustainability reporting. 

Financial slack shows a positive and significant effect on sustainability reporting, thus, a 

high the financial slack can encourage Islamic banks to expand their sustainability reporting. 

The finding of this study support previous studies conducted by [7], [21], [38]. This result 

indicates that the level of financial slack owned by a bank can encourage social responsibility 

actions from the bank and therefore, expanding the sustainability reporting disclosed to 

stakeholders. 

 
Table 4. a T-test on SSB in Malaysia 

Variable B Std. Error 

C 0.174 0.245 

SSB 0.032* 0.016 

IAH 0.091 0.008 

FSL 0.008 0.008 

Obs 27  

R-squared  0.499 

F  6.79*** 

 

The F-score generated from the analysis is 6.79 with a significance level of 0.000 which is 

lower than 0.005. This means that simultaneously, the independent variable of sharia 

supervisory board, investment account holder, financial slack affect sustainability reporting in 

Malaysia. Additionally, SSB, IAH and financial slack also explain 49.9% of the variance in 

sustainability reporting in Malaysia represented by the adj R2 score of 0.499. This means 

another 50.1% of the variance in the dependent variable is affected by other variables outside 

the model. Referring to table 2b, sharia supervisory board shows a positive and significant 

effect on sustainability reporting. This is indicated by the score of the p-value that is lower 

than 5% and a beta coefficient score that shows a positive direction. This indicates that the 



 

 

 

 

larger the number of SSB members, the wider is the sustainability reporting. This finding 

supports the study conducted by [2], [21], [25], [35]. This is supported by the minimum 

number of SSB members in Malaysia follows the AAOIFI policy, which is three members of 

SSB. This can be interpreted that the number of sharia supervisory board members can 

encourage accountability manifested in sustainability reporting to stakeholder. 

The result of regression analysis shows a non-significant p-value score for the investment 

account holder (IAH) at 1% to 5% significance level, investment account holder does not 

influence sustainability reporting. The hypothesis which states that investment account holder 

has a positive effect on sustainability reporting is, therefore, not supported. This result is 

inconsistent with the study conducted by [19] which find that a high third party deposit will 

encourage Islamic banks to disclose sustainability reporting to attract customer investment to 

their products. However, this finding is consistent with the study conducted by [2] which finds 

that investment account holder does not affect sustainability reporting because the customer 

does not invest in Islamic commercial banks because of its social and environmental 

disclosure but focusing solely on its financial performance. Therefore, the number of customer 

investment funds does not affect sustainability reporting. 

The result of t-test analysis shows that financial slack in Malaysia does not affect 

sustainability reporting. This is shown in the score of p-value higher than the significance 

level of 5%. This finding does not support the previous study conducted by [21], [38] and [7] 

but support the study conducted by [40]. This might be caused by the demand for a bank to 

maintain high liquidity so that financial slack measured using cash equivalent cannot be used 

by an Islamic bank to allocate their slack on social activities [40]. Therefore, banks do not 

focus on CSR activities and its reporting but pay more attention to maintaining their liquidity.  

 

4.3 Independent t-test 

 

Before conducting mean difference analysis on Sustainability Reporting in Indonesia and 

Malaysia, the data were tested for normality and homogeneity using the Shapiro-Wilk test and 

the Fisher F test. The result of the tests indicates that the data is normally distributed and 

homogenous with the significance level of the result higher than 0.05. After fulfilling the 

assumptions, the mean difference test is conducted through One Way ANOVA with 

independent t-test. However, in the case of the data do not fulfill the classical assumption, the 

test will be performed through Eta test which does not require the data to be homogenous and 

normally distributed. 

 
Table 5. The Result of Normality Test on SR in Indonesia and Malaysia 

Variable Obs W V z Prob>z 

SR IND 49 0.98400 0.741 -0.639 0.73859 

SR MAY 28 0.95304 1.418 0.719 0.23602 

 

Referring to table 3, the result of the Shapiro-Wilk test on Sustainability reporting in 

Indonesia and Malaysia shows the score of Sig. 0.73 and 0.23, which is higher than 0.05 and 

showed that the data is normally distributed.  

 
Tabel 6. The Result of Homogeneity Test on SR in Indonesia and Malaysia 

Variable Obs Mean Std. Err Std. Dev 95%  Coef Interval 
SR IND 49 .6446939 .0183714 .1285999 .6077557 .6816321 

SR MAY 28 .6596429 .0182754 .0967043 .6221448 .6971409 

Combined 77 .6501299 .0133969 .1175573 .6234476 .6768121 



 

 

 

 

Variable Obs Mean Std. Err Std. Dev 95%  Coef Interval 

    degrees of freedom =       75  

     t =  -0.5342 

    Pr(|T| > |t|) = 0.5948 

 

Fisher F test is an analysis used to examine the homogeneity of data. Referring to table 4, 

the result of Fisher F test on sustainability reporting in Indonesia and Malaysia shows the 

score of Sig. 0.1141, which indicates that the data is homogenous because Sig. score is higher 

than 0.05. The result of normality and homogeneity tests showed that the data has fulfilled the 

assumption of homogeneity and normal distribution, therefore, the data can be analyzed using 

One Way ANOVA through independent t-test. We can conclude that there is significant 

difference between sustainability reporting in Indonesia and Malaysia when the result of the 

test shows a score lower than 0.05. 

 
Tabel 7. The Result of Mean Difference Test on Islamic commercial bank’s SR in Indonesia and 

Malaysia 

 

Referring to table 5 which shows the result of One-Way ANOVA with independent t-test 

analysis (Asymp. Sig. 0.5948), we can conclude that H4 is not supported because of the 

Asymp. Sig. score is higher than 0.05. This means that there is no significant difference 

between Sustainability reporting in Indonesia and Malaysia because the only difference found 

between the two countries are separate sustainability reporting and the number of SSB 

members. 

 

 

5   Conclusion 

 

This study aims to examine the effect of sharia supervisory board, investment account 

holder and financial slack on sustainability reporting of Islamic Conventional Banks in 

Indonesia and Malaysia. The analysis results show that in Indonesia, SSB does not influence 

sustainability reporting, while IAH and financial slack has a positive influence on 

sustainability reporting. In Malaysia, SSB has a positive influence on sustainability reporting 

while IAH and financial slack has no significant influence on sustainability reporting. An 

independent t-test is performed to determine a significant difference between sustainability 

reporting Islamic Conventional Banks in Indonesia and Malaysia. The result indicates that 

there is no significant difference in sustainability reporting of Islamic Conventional Banks in 

both countries. The limitation of this study is that the finding of the current study cannot be 

applied as a guideline for countries aside from Indonesia and Malaysia due to the probability 

of differences in banking conditions. Additionally, the observation period of this study is 

relatively short which might not be able to provide a detailed description of the condition of 

Islamic Conventional Banks in Indonesia and Malaysia.  

 

 

Variable Obs Mean Std. Err Std. Dev 95%  Coef Interval 

SR IND 49 0.644693 0.018371 0.128599 0.607755 0.681632 

SR MAY 28 0.6596429 0.0182754 0.0967043 0.6221448 0.6971409 

combined 77 0.650129 0.013396 0.117557 0.623447 0.676812 

        2*Pr(F > f) = 0.1141 
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