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Abstract: This study aims to examine the influence of  sharia (Islamic) governance, independent board of
commissioners, institutional ownership, independent audit committees, and profitability on the level of  disclosure
of  corporate social responsibility at sharia bank in Indonesia. Sample was taken from the annual report of
sharia bank in Indonesia. Multiple regression has been used to inform the data analyze. The results show that
only independent audit committees have significant influence on corporate social responsibility disclosure in
Indonesia, while sharia’s governance, independent board of  commissioners, institutional ownership, and
profitability have no significant effect.
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I. INTRODUCTION

Claims against companies to provide transparent information, accountable organizations, and good corporate
governance further compel companies to provide information about their social activities. Islam offers a
comprehensive regulation of  the transparency and accountability of  an entity that is an integral part of  the
social community, in which an entity is not only required to hold accountable to shareholders, government,
creditors and the public, but more importantly, the obligation to do accountability before God. Bank
Sharia as a business entity committed to run all business transactions in accordance with Islamic values
should be able to apply this accountability.

The research on the factors influencing the disclosure of  social responsibility of  sharia bank resulted
in various results. The results of  Maali et al. (2003) at 29 sharia banks in Muslim countries shows that only
eleven banks (38%) disclose their Social Accountability Reports in accordance with the standards set by
the AAOIFI (Accounting and Auditing Organization for Islamic Financial Institutions). Farook & Lanis
(2007) analyzed the factors affecting corporate social responsibility disclosure level in 47 sharia banks in 14
countries in the world. The results showed that there is a considerable influence on socio-political conditions
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and corporate governance towards the level of  corporate social responsibility disclosure. Sudaryati&Eskadewi
(2012) study obtained a different result where there is only one component of  corporate governance,
namely islamic governance, which influences CSR disclosure level. Ertanto&Chariri (2012) examines the
elements of  corporate governance comprising the Sharia Supervisory Board, the size of  the board of
commissioners, the composition of  the independent board of  commissioners, the frequency of  meetings
of  the board of  commissioners, the size of  the audit committee, the composition of  the independent audit
committee, the number of  audit committee meetings and the profitability of  the disclosure CSR of  sharia
commercial banks in Asia for the period 2006-2010. The conclusion shows that only the sharia supervisory
board, the size of  the board of  commissioners and audit committee meetings affect the level of  CSR
disclosure.

Based on the facts about the importance of  corporate social responsibility disclosure and the increasing
role of  Islamic Banks, as well as the results of  various studies, this study tries to examine the effect of
sharia governance, corporate governance component, and profitability on corporate social responsibility
disclosure level of  bank sharia in Indonesia.

II. REVIEW OF LITERATURE

(a) Syariah Enterprise Theory

Shariah Enterprise Theory (SET) is a theory that has been internalized with Islamic values to produce a
transcendental and more humanist theory. Enterprise theory according to Triyuwono (2011) is a theory
that recognizes the existence of  accountability not only to the owners of  the company but to the broader
stakeholders group. Enterprise theory is able to accommodate the plurality of  society (stakeholders).

Triyuwono (2011) states that the diversification of  economic power in the concept of  sharia is highly
recommended, since sharia prohibits the circulation of  wealth only in certain circles. Syariah Enterprise
Theory (SET) not only cares about individual interests (in this case shareholders), but also other parties.
Therefore, SET has a great concern to wide stakeholders including God, human, and nature.

(b) Corporate Social Responsibility (CSR)

Corporate social responsibility is the company’s commitment to improve the welfare of  communities
through good business practices and contribute some of  the company’s resources (Kotler & Lee, 2005).
Some forms of  corporate social responsibility programs can be selected: 1) cause promotions, 2) cause-
related marketing, 3) corporate social marketing, 4) corporate philanthrophy, 5) corporate philanthropy, 6)
community volunteering, 7) socially responsible business practises.

(c) Sharia Governance

Bank Indonesia explains that in encouraging sharia banking practices that are strong and healthy financially
and consistently referring to Sharia principles, Sharia banks are expected to implement good corporate
governance (GCG) principles in the form of  transparency, accountability, responsibility, freedom and fairness
as well as compliance with the provisions - sharia rules. implementation of  GCG sharia business by sharia
bank is reflected in: 1) implementation of  duties and responsibilities of  board of  commissioners and board
of  directors, 2) completion and execution of  tasks of  committees, 3) implementation of  duties and
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responsibilities of  sharia supervisory board (DPS), 4) implementation of  functions compliance, internal
audit and external audit, 5) maximum limit of  fund disbursement, 6) transparency of  financial and non-
financial conditions.

The Sharia Supervisory Board (DPS) in the organizational structure of  an Islamic bank is equivalent
to the board of  commissioners. DPS is responsible to the National Sharia Board (DSN) and Bank Indonesia.
DPS plays an important role in the process of  supervision of  sharia banks. They have the authority to
provide input and warn the management of  sharia banks about management and policy of  management in
relation to compliance with sharia principles. Karim (1995) cited by Farook & Lanis (2007) even illustrates
that the authority of  DPS is equal to the authority of  the external auditor.

H1: Sharia Governance influences CSR disclosure presented by sharia bank.

(d) Board of  Commissioners

Sembiring (2005) states that the more the number of  members of  the board of  commissioners within a
company, then the disclosure of  corporate social responsibility will be wider. According to agency theory,
a larger independent board member will facilitate the control of  the agent and the monitoring performed
will be more effective so as to reduce the deviant action of  the agent. In addition, greater pressure on
management will encourage management to make greater disclosure of  social responsibility.

H2: The composition of  independent board of  commissioners influences the disclosure of  CSR
presented by sharia banks.

(e) Audit Committee

The existence of  an audit committee within a company will ensure that management will act in accordance
with the regulatory framework so as to reduce agency conflict within the company, and assist management
to produce quality Financial Reports. Conyon & He (2011) proves that disclosure of  key management
compensation is one of  information that can influence shareholder investment decision, because it can
represent company performance. This is because the compensation paid to the key management is based
on the performance achieved by the key management in meeting the company’s target.

H3: The proportion of  independent Audit Committee influences CSR disclosure presented by sharia
bank.

(f) Institutional Ownership

The conflict of  interest between management and owners becomes smaller as institutional ownership of
the company gets larger. The growing pressure from outside institutions will make management strive to
achieve higher profits for the company. The company manager will disclose social information in order to
improve the company’s image, even though it has to sacrifice resources for the activity (Gray et al., 1988).

H4: The percentage of  institutional ownership affects the disclosure of  CSR presented by sharia banks.

(g) Profitability

Based on the opinion of  Bowman and Haire (1976) cited by Hackston & Milne (1996) states that the
relationship between the disclosure of  corporate social responsibility and corporate profitability is reflected
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in the view that social reactions require the managerial style necessary to make a company profit. This
means that the higher the level of  profitability of  the company, the greater the disclosure of  social
information conducted by the company. The relationship between profitability and disclosure of  social
responsibility according to Belkaoui & Karpik (1989) is best expressed with the view that the
social response demanded from management equals the capability required to make a company make a
profit.

H5: Profitability affects CSR disclosure presented by Islamic Bank.

III. RESEARCH METHOD

Data and Research Variables

The research datas were obtained from Annual Reports of  sharia bank in Indonesia. During the period of
2009 - 2013, there were 35 observations. The datas were obtained from the website of  each sharia commercial
bank.

Measurement of  research variables consist of

1. Corporate Social Responsibility Disclosure Index (CSRDI) using content analysis method. There are
six components and 43 items. The researcher gives a score of  1 (one) if  the indicator in question is
revealed and score 0 (zero) if  not disclosed.

2. Sharia Governance (SG)
Researchers use index that shows scores of  Good Governance implementation of  Sharia Bank (GGBS).
The index is prepared by Jumansyah & Syafei (2013) based on guidelines on GGBS set by Bank
Indonesia consisting of  42 items. Scores 1 (one) if  the indicator in question is disclosed in Sharia bank
annual report and score 0 (zero) if  the indicator is not disclosed.

3. Independent Board of  Commissioners (IBC)
The composition of  independent board of  commissioners is measured using a ratio scale, ie the
percentage of  the number of  independent board of  commissioners with the total number of  boards
of  commissioners.

4. Independent Audit Committee (IAC)
The Independent Audit Committee is measured using a ratio scale by measuring the percentage of
the total Independent Audit Committee with the total number of  the Audit Committee.

5. Institutional Ownership (INST)
Institutional ownership shows the number of  shares owned by the institution compared to the number
of  shares outstanding.

6. Profitability (PROFIT)
It is a ratio that shows the ratio between profit (before tax) and total bank assets.

Hypothesis testing is done by linear regression analysis with equation:

CSRDI = a + b1SG + b2 IBC + b3 IAC + b4 INST + b5 PROFIT
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IV. RESULT AND DISCUSSION

Description of  research variables presented in Table 1 shows the average score of  sharia governance
shows a fairly high number of  73.73%. Likewise, the proportion of  independent commissioners shows an
average of  67.12%. While the proportion of  the number of  independent audit committees on average
only amounted to 55.5%. The average corporate profitability of  the sample is 1.74%, and the average
corporate social responsibility disclosure index of  sharia bank is only 52.64%.

Table 1
Descriptive Analyze

Variable Minimum Maximum Mean Std. Deviation

Sharia Governance 0.4762 0.904762 0.73737 0.14242

Comisioner 0.25 1 0.671212 0.17386

Audit Committee 0.25 1 0.55505 0.18519

Ownership 25.03 99.99 84.46 23.2148

Profit -0.59 6.93 1.7376 1.37330

CSR 0.255814 0.72093 0.52642 0.160576

Source: Descriptive output

Prior to test hypothesis, a classical assumption test consisted of  normality, multicollinearity,
autocorrelation, and heteroscedasticity whether the regression model was BLUE (Best Linear Unbiased
Estimated). Based on classical assumption test, it is found that residual data is normally distributed, does
not contain multicolinearity, free from autocorrelation and heteroscedasticity.

Hypothesis Test

Based on the output of  SPSS as shown in Table 2 obtained the value of  F arithmetic of  4.987 with the
value of  sig 0.002. This shows that the regression model used in the research is a fit regression model, so it
can be used to test the hypothesis

Table 2
Hyphotesis Test

Variable Beta Significant

Constant 0.649 0.027

Sharia Governance 0.246 0.268

Comissioner -0.040 0.800

Ownership 0.000 0.635

Audit Committee -0.371 0.023

Profit -0.011 0.568

F test = 4.146 0.006

Source: Regression output
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The Hypothesis test in Table 2 showed that Sharia Governance (SG) has no significant effect on CSR
disclosure of  sharia banks in Indonesia. Although sharia banks have been classified as well as management
to adherence sharia principles, but good governance is not accompanied by pleasent disclosure of  CSR as
well. Some sharia banks do not even report disclosures clearly, only revealing a little about the principles of
sharia, such as zakat and usury. The results of  this study do not support the research of  Sudaryati &
Eskadewi (2012), Ertanto & Chariri (2012), and Farook & Lanis (2007) which shows that islamic governance
(IG) significantly influences to corporate social responsibility disclosure.

The composition of  independent board of  commissioners has no significant effect on CSR disclosure.
This indicates that the size of  the composition of  independent board of  commissioners was not proportional
to the size of  CSR disclosure. Disclosure of  CSR was the responsibility of  Bank Sharia’s Commissioners
towards the realization of  accountability oversight over the management of  the company. Accountability
is not only as a form of  management accountability to corporate owners (stakeholders), but also as
accountability to stakeholders and God. The results of  this study support the research Ertanto & Chariri
(2012) which states that the composition of  independent board of  commissioners does not affect the level
of  corporate social responsibility disclosure.

Institutional ownership has no effect on CSR disclosure of  sharia banks in Indonesia. Based on the
results of  descriptive statistics, it is known that the institutional ownership of  sharia banks is very high at
84.46%, but the average of  CSR disclosure shows a fairly low rate of  52.64%. This indicates that high
institutional ownership is not followed by management’s decision to disclose high CSR as well.

The composition of  the independent audit committee has a significant effect on CSR disclosure. The
composition of  an independent audit committee can be a benchmark for the disclosure of  social
responsibility, because in Islam accountability is well defined and does not change over time and is not
influenced by different theoretical frameworks, but refers to one goal, namely accountability (worship) to
God. This study does not support Ertanto & Chariri’s research (2012) whose research results show that the
independent audit committee does not affect the disclosure level of  corporate social responsibility index.

Profitability has no significant effect on CSR disclosure. According to sharia enterprise theory, the
disclosure of  corporate social responsibility is a manifestation of  responsibility to the trust of  God by
accounting for everything based only on the rules or laws of  God, and in an Islamic perspective, social
welfare is the ultimate goal of  any business, not the profit maximization of  stakeholders. This research
supports Ertanto & Chariri research (2012) whose research results show that profitability does not affect
the level of  corporate social responsibility disclosure.

V. CONCLUSION, LIMITATIONS AND SUGGESTIONS

The research was conducted to examine the influence of  islamic governance, board of  commissioners,
audit committee, and profitability on disclosure level of  corporate social responsibility of  sharia bank in
Indonesia. The sample of  research was sharia commercial bank registered in Indonesia period 2009-2013
which publishes annual report and corporate social responsibility (CSR) report. The results show that only
audit committee proportion has significant effect on corporate social responsibility (CSR) disclosure, while
sharia governance, proportion of  independent commissioner, institutional ownership, and profitability
have no significant effect on corporate social responsibility (CSR) disclosure.
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Some limitations in the study include: 1) the absence of standard or reference used to measure disclosure
of  corporate social responsibility (CSR) of  sharia banks in Indonesia, 2) there is no standard or reference
used to measure sharia governance of  sharia banks in Indonesia.

Based on the results of  the research, the suggestions that can be given for further research are: 1) can
use the disclosure items of  social responsibility of  sharia commercial banks based on other indicators, 2)
add new variables not only limited to the variables already used in this research or previous research like the
ownership of  IAH (Investment Account Holders Right) or good corporate governance, 3) make
improvements to measure sharia governance variables to get robuts indicator.
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