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The disclosure of Islamic Social Reporting (ISR) is crucial in order to
convey its responsibility to report a company's social responsibility to
stakeholders, with the aim of keeping the company free from social
deviations and positively impacting its reputation. The main objective
of this study is to analyze the financial and non-financial factors that
are suspected to have an influence on ISR disclosure. Financial factors
include profitability, liquidity, and leverage, while non-financial
factors include the Islamic governance score and investment account
holder. The sample in this study consists of 9 Islamic commercial
banks registered with the Financial Services Authority (OJK)
continuously for the period 2018-2022, resulting in 45 observational
data. This study employs panel data regression analysis using the
EVIEWS version 12. The results of the analysis show that investment
account holders have a positive influence on ISR disclosure, while
profitability has a negative influence. However, the results of the
analysis do not support the influence of liquidity, leverage, and the
Islamic governance score on ISR disclosure. It is expected that this
research can empirically contribute to ISR disclosure and practically
be used as input for regulators at the Financial Services Authority
(OJK).
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1. INTRODUCTION

Islamic Social Reporting (ISR) is the core of a company's business ethics and represents various
responsibilities toward stakeholders (Arianugrahini & Firmansyah, 2020). Companies operate within
societal environments, and all activities conducted will have an impact on social and environmental
aspects. Therefore, ISR disclosure plays a crucial role for management in preventing social and
environmental conflicts (Prasetyoningrum, 2019).
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The importance of ISR for Islamic Commercial Banks lies in its role as the foundation and
direction for developing social responsibilities. This serves as a strong basis for regulating human life
in worldly and societal contexts. The purpose of this ISR disclosure is to be a form of accountability
to Allah SWT and society. The form of accountability to Allah SWT and society involves providing
halal and wholesome products, fulfilling the rights of Allah and the community, pursuing profits in
accordance with Islamic principles, taking care of employees and the public, preserving environmental
sustainability, and viewing work as an act of worship (Pratomo & Nugrahanti, 2022). In Sharia entities,
stakeholders demand more transparency regarding how operational activities align with Islamic Sharia
provisions. The study of ISR is an answer to the limitations of conventional social reports because the
concept of ISR not only focuses on moral and ethical aspects but is also deeply rooted in spiritual
elements (Islamic Sharia provisions). ISR also assists Muslim decision-makers in finding out how far
Sharia-based companies conduct and report activities in accordance with Islamic provisions (Cahya et
al., 2018).

The ISR program included in ISR disclosure can be used as a strategic opportunity in an effort
to generate profits for the company (Arianugrahini & Firmansyah, 2020). It can also be a support in
company growth and sustainable development. Although ISR may not yield financial gains in the short
term, it indirectly influences the company's financial performance in the future (Mustofa & Efendi,
2023). Moreover, reporting ISR activities positively impacts the company's reputation, such as
enhancing transparency regarding environmental and social impacts, as well as increasing compliance
with regulations. With more extensive ISR disclosure, stakeholders are more interested in supporting
the company's activities in achieving its primary goals. This is because companies, as systems, cannot
sustain themselves independently in terms of balance and sustainability (Utari et al., 2020).

The low level of Islamic Social Reporting (ISR) disclosure can be an indication of the deficiency
in social performance among Shariah banks in Indonesia. The results of several studies have shown
that ISR disclosure rates remain relatively low among Islamic commercial banks in the country.
According to Abadi et al., (2020), The categorization of ISR disclosure is as follows: (1) Highly
informative: 81%-100%, (2) Informative: 66%-80%, (3) Less informative: 51%-65%, (4) Not
informative: 0%-50%.

Table 1. Average Level of Islamic Social Reporting Disclosure in Shariah Banking in Indonesia

ISR

No Researchers Sample Disclosure Rating
Rate (%)
1. | Nastiti (2018) The 12 Islamic Commercial Banks 55 800 ) LESS_
' during the 2014-2016 period. OUY0 informative
Less

The 12 Islamic Commercial Banks 64220 . .
during the period of 2014-2018. ki Informative

. . Not
The 10 Islamic Commercial Banks 0 . .
during the 2013-2018 period. 48,85% Informative

2. | Sunarto et al., (2020)

3. | Jati etal., (2020)
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ISR .
No Researchers Sample Disclosure Rating
Rate (%)
The 10 Islamic Commercial Banks Less
4. | Setiawati et al., (2023) during the period from 2018 to 53,90% informative
2022.

(Source: secondary data, 2024)

Looking at the table above, it can be concluded that ISR disclosure in Islamic Commercial Banks
in Indonesia is still low, categorized as "less informative™ and "not informative." None of the Shariah
banks fully disclose ISR, indicating that the information provided is insufficient for stakeholders. This
indicates that Islamic Commercial Banks in Indonesia has not yet fully opened up ISR disclosure to
the public.

Based on (Republic of Indonesia Law Number 40 Year 2007) Concerning Limited Liability
Companies, regulations regarding Corporate Social Responsibility (CSR) implementation in Indonesia
have been established. The law stipulates that companies engaged in natural resource activities must
uphold environmental and social responsibilities. Failure to report as required by these regulations will
result in sanctions according to the provisions of the law. These regulations can be implemented in
Sharia commercial banks through Islamic Social Reporting (ISR). In a Shariah entity, every transaction
must be based on the principle of tawazun, which emphasizes a balance between material and non-
material (spiritual) aspects, a balance between financial and real activities, and a balance between
resource utilization and preservation (Mukhibad, 2018). This indicates that maintaining a balance
between a company’s financial and social performance is crucial. In the context of Shariah
transactions, improving social performance must go hand-in-hand with improving financial
performance.

When a company is in a profitable position, it has a greater opportunity to disclose ISR in its
annual report. However, if the company is in an unprofitable position, managers tend to reduce the
information disclosed (Mais & Alawiyah, 2020). According to the research by Hasibuan et al., (2023),
profitability has a significant positive effect on ISR disclosure. This finding contrasts with the research
by Pardanty & Yuliandhari (2021), which indicates that profitability has a negative effect on ISR
disclosure.

Liquidity has a significant impact on the extent of ISR disclosure. According to Setiawan et al.,
(2021), companies with higher liquidity ratios tend to implement broader ISR disclosure practices. A
high level of liquidity reflects the company's strong financial condition. If the financial condition is
strong, the company is considered capable of providing more extensive ISR disclosures to the public
to demonstrate its credibility compared to when the financial condition is weak (Rahmawati &
Supriatin, 2020). The research conducted by Riyanti (2021) found that liquidity has a significant
positive effect on ISR disclosure. This finding is not consistent with the research by Guntarto &
Nugroho (2020), which indicates that liquidity has a negative effect on ISR disclosure.

The next factor that influences ISR disclosure is the leverage variable. The leverage ratio can be
used as a tool to understand a company's capital structure, allowing assessment of the company's ability
to pay its debts (Ariswari & Eka Damayanthi, 2019). Companies with high leverage levels are
considered more likely to have extensive ISR disclosures, as this can be used to reassure debtholders
that the company can guarantee their rights. Research conducted by Mais & Alawiyah (2020) shows
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that leverage has a positive effect on ISR. However, this differs from the findings of Rahmawati &
Supriatin (2020), which explain that leverage does not affect ISR disclosure.

Islamic Governance Score (IGS) is a proxy for the characteristics of the Sharia supervisory
board, measured through the number, education, cross-membership, and reputation of a SSB member.
The Sharia supervisory board is expected to exert pressure on the company's internal management in
ISR disclosure as they represent stakeholders concerning the operational activities undertaken (Faizah
& Hartiyah, 2018). The study conducted by Pangesti & Pramono (2022) states that IGS positively
influences ISR disclosure. However, the research by Risqi & Septriarini (2021) explains that IGS does
not affect ISR disclosure.

Investment Account Holder (IAH) also influences ISR disclosure. A higher IAH in a company
results in greater demands and oversight from investors, leading to higher compliance in ISR disclosure
(Ekawati & Anhar, 2020). Research findings by Pangesti & Pramono (2022) explain that IAH has a
positive influence on ISR disclosure. Conversely, the study by Risqi & Septriarini (2021) indicates
that IAH does not influence ISR disclosure.

Given these inconsistent research results, the researcher is interested in analyzing "The Influence
of Profitability, Liquidity, Leverage, Islamic Governance Score, and Investment Account Holder on
Islamic Social Reporting Disclosure in Islamic Commercial Banks in Indonesia?"

Literature Review
Legitimacy Theory

The Legitimacy Theory is commonly applied in the domains of social and environmental
accounting. According to Dowling & Pfeffer (1975), the theory posits a connection between a
company and society, emphasizing the importance of perceived societal acceptance. Arianugrahini &
Firmansyah (2020) affirm that legitimacy theory directly correlates with the company's efforts to
achieve favorable public perception through its actions. ISR disclosure is one way to maintain a good
reputation and gain positive values to ensure future sustainability. ISR disclosure is done as a response
to external economic, social, and political external pressures exerted on the company (Widyanti &
Cilarisinta, 2020).
Stakeholder Theory

Lindawati & Puspita (2015) argue that stakeholder theory posits that a company's viability
hinges on the roles of external and internal stakeholders, each with distinct requirements. ISR can serve
as a strategic tool for companies to fulfill stakeholders' demand for non-financial insights into their
impacts on social and environmental dimensions. Increased breadth of ISR disclosure correlates with
heightened stakeholder backing across company initiatives aimed at enhancing performance and
attaining desired outcomes (Tania, 2019).

Hypothesis Development
The Impact of Profitability on Islamic Social Reporting Disclosure

In stakeholder theory, high profitability or profits attracts the attention of stakeholders. This
can motivate companies to expand their ISR disclosure to account for their operational activities and
meet stakeholders' interests (Dewi & Putri, 2018). Companies with high profitability levels will strive
to provide more information to potential investors and stakeholders by disclosing ISR. With significant
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profits, companies have larger budgets and higher expectations from stakeholders to perform Islamic
Social Reporting (ISR) disclosure. This discovery is consistent with findings from Yentisna & Alvian
(2019) and Hasibuan et al., (2023), demonstrating that profitability positively influences ISR
disclosure.

H:: Profitability has a positive impact on Islamic Social Reporting disclosure
The Impact of Liquidity on Islamic Social Reporting Disclosure

According to legitimacy theory, for a business to be successful, it needs support from society.
To achieve legitimacy from the society, a company must align its values with those of the society.
Companies with high liquidity tend to have more extensive ISR disclosures. The high liquidity level
of a company indicates its success in meeting short-term debt obligations on time. A company that can
fulfill its obligations is considered financially strong, as evidenced by high liquidity levels. Hasanah
et al., (2018) explain that Sharia entities with strong financial positions are likely to have more
extensive ISR disclosures. This is aimed at gaining recognition or legitimacy from external parties that
the Sharia-compliant entity is credible and considers the impact of its activities on social and
environmental factors. Consistent with the research by Riyanti (2021) and Setiawan et al., (2021),
liquidity has a significant positive influence on ISR disclosure.

H2: Liquidity has a positive impact on Islamic Social Reporting disclosure
The Impact of Leverage on Islamic Social Reporting Disclosure

Leverage relates to how a company is financed through debt. Therefore, companies are obligated
to provide explanations to stakeholders about their capacity to repay those debts. High leverage is
associated with broader Islamic Social Reporting (ISR) disclosure because companies with high
leverage face significant pressure from stakeholders. To alleviate this pressure, ISR disclosure is
employed. This serves as an assurance of business sustainability to stakeholders and assures creditors
that their rights are safeguarded (Safitri & Rofiuddin, 2021). This is consistent with research conducted
by Lianti et al., (2022) and Meliana et al., (2022) which indicate that leverage has a positive and
significant influence on ISR disclosure.

Hs: Leverage has a positive impact on Islamic Social Reporting disclosure
The Impact of Islamic Governance Score on Islamic Social Reporting Disclosure

According to stakeholder theory, the Sharia Supervisory Board (SSB) or management of a
company must be able to be accountable for the operational activities of the company to its
stakeholders (Mukhibad, 2018). Because SSB represents stakeholders broadly related to the
operational activities of Islamic banks, they have the power to pressure management to disclose Islamic
Social Reporting (ISR). The Islamic Governance Score (IG-Score) acts as a proxy indicating the SSB's
attributes, quantity, cross-membership, educational qualifications, and reputation (Lidyah et al., 2017).
According to Taufik et al., (2015), SSB can enhance ISR disclosure by comparing several company
reports to determine the best practices in reporting. The primary function of the Sharia Supervisory
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Board is to guide, review, and oversee the activities of Islamic banks and ensure that they operate in
accordance with Islamic law. The authority held by the Sharia Supervisory Board is believed to
enhance the disclosure of social responsibilities in Islamic banking. Research by Pangesti & Pramono
(2022) and Mais et al., (2023) has proven that the Islamic Governance Score positively influences
Islamic Social Reporting disclosure.

Ha: Islamic Governance Score has a positive impact on Islamic Social Reporting disclosure
The Impact of Investment Account Holder on Islamic Social Reporting Disclosure

Investment Account Holder can be understood through stakeholder theory, which explains the
relationship between customers and ISR disclosure. Companies must maintain a balance between the
desires and needs of customers and the resources used for operational activities. Customers not only
expect companies to conduct their business effectively but also to consider their social responsibilities
towards the environment. The higher the ratio of Investment Account Holders (IAH), the stricter the
supervision of Islamic banks in conducting ISR disclosure. Banks benefit from managing customer
funds and 1AH also influences the extent of ISR disclosure. This aligns with research conducted by
Mais et al., (2023) and Risqi & Septriarini (2021), which shows that IAH has a positive impact on ISR
disclosure.

Hs: Investment Account Holder has a positive impact on Islamic Social Reporting disclosure

Conceptual Framework

Profitability (X1)
H.*
Liquiditv (X H,* Islamic
iquidity (X2) \ Social
H’I!+ 1
Leverage (Xs) —> Rfeportmg
/Hf) Disclosure
i (Y)
Islamic Governance Hs*
Score (X4)
Investment Account
Holder (Xs)

Figure 1: Schematic Diagram of the Study

The following is the framework used in this research, consisting of 5 dependent variables:
profitability, liquidity, leverage, Islamic governance score, and investment account holder, which
are hypothesized to influence the independent variable, ISR disclosure.
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2. METHOD
Sample Selection and Data Source

The study included Sharia Commercial Banks registered with the Financial Services
Authority (OJK) from 2018 to 2022, totaling 13 banks. Purposive sampling was utilized to select
samples from this population, based on specific criteria set forth in the sampling process:

1. Sharia Commercial Banks that are officially listed in the Financial Services Authority
(OJK) consecutively for the 5-year period from 2018 to 2022.

2. Sharia Commercial Banks that published annual reports during the period of 2018-2022,
which can be verified from the Financial Services Authority (OJK) website or the bank's
official website.

3. Sharia Commercial Banks that provide complete information on the variables under
study.

The sample obtained consists of 9 Sharia Commercial Banks from the period 2018 to 2022,
which are Bank BTPN Syariah, Bank Panin Dubai Syariah, Bank Muamalat Indonesia, Bank Aceh
Syariah, Bank Jabar Banten Syariah, Bank Mega Syariah, Bank BCA Syariah, Bank NTB Syariah,
and Bank Bukopin Syariah. Resulting in 45 observational data points.

Data Collection

In this study, the data collection method is documentation. Secondary data collected by the
researcher are from the annual reports of all Shariah banks registered with the OJK from 2018 to
2022. These reports were accessed through the website www.idx.co.id and from each company's
annual reports spanning from 2018 to 2022.

Variable Measurement
Islamic Social Reporting (ISR)

Islamic Social Reporting is the standard for reporting social performance based on Sharia
principles (Mais & Alawiyah, 2020). This disclosure refers to the index from Othman et al., (2009),
which comprises 6 themes of disclosure: (1) Product and Services; (2) Investment and Finance; (3)
Social; (4) Employees; (5) Corporate Governance; and (6) Environment, totaling 43 items. Each
component that meets the index items is scored as 1, and O if not.

Number of Disclosures Fulfilled

ISR Disclosure =
Source: (Rahmawati et al., 2022)

Maximum Total Score

Profitability

Profitability is an indicator of a company's ability to generate profit over a specific period
(Prasetyoningrum, 2019).

ROA = Net Income
" Total Assets

Source: (Jati et al., 2020)
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Liquidity
Liquidity refers to the company's ability to meet its short-term obligations (Guntarto &
Nugroho, 2020).

Total Financing

FDR =
Total Third — Party Funds

Source: (Jati et al., 2020)
Leverage

Leverage is a ratio used to assess how much of a company's assets are financed by debt (Mais
& Alawiyah, 2020).

Total Debt

DER = ————
Total Equity

Source: (Jati et al., 2020)
Islamic Governance Score (IGS)

The Islamic Governance Score (IGS) variable is used as a proxy to measure the characteristics
of the Sharia Supervisory Board. There are several factors in this measurement, including: 1) the
number of SSB (Sharia Supervisory Board), which is assigned a value of 1 if the number is two or
more, and O if less than two; 2) Cross-membership, scored as 1 if present and 0 if absent; 3)
Educational background, with a value of 1 given if SSB holds a PhD degree (S3), and 0 if not; 4)
Experience or reputation, scored as 1 if SSB is a member or executive of DSN-MUI, and 0 if not
(Lidyah et al., 2017).

Investment Account Holder (1AH)

Investment Account Holder is a form of ownership in a company sourced from customers
(Wijaya et al., 2020).

Temporary Syirkah Funds

IAH =
shareholder's paid — in capital

Source: (Mais et al., 2023)
Data Analysis Technique

The hypothesis in this study was tested using panel data regression analysis, which combines
time series data with cross-sectional data (Handayani & Budi Yanti, 2023). The following is the
regression equation:

ISRit = ap + BlROAit + BZFDRit + BgDERiH- B4IGS“ + [35|AHit +e

Description:

i = Company

t = Time Period

ISR = Islamic Social Reporting (ISR) Disclosure

The Effect of Financial and Non-Financial Factors on Islamic Social Reporting Disclosures (Aprisia Cesar
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o = Constant

B1-BS = Coefficients From Each Variable
ROA = Profitability

FDR = Liquidity

DER = Leverage

IGS = Islamic Governance Score
IAH = Investment Account Holder
e = Error

3. RESULTS AND DISCUSSION

Table 2. Descriptive Analysis

Mean Median Max Min St. Dev Obs
ISR 0.570543 0.558140 0.674419 0.511628 0.036637 45
ROA 0.012832 0.007782 0.090986 -0.056711 0.027272 45
FDR 0.860824 0.889875 1.966140 0.384890 0.226733 45
DER 1.195035 1.065695 3.269923 0.192875 0.818307 45
IGS 3.022222 3.000000 4.000000 1.000000 0.965046 45
1AH 10.33278 6.746427 39.74045 1.757313 9.867734 45

(Source: Eviews Output, 2024)

Based on the table above, the average profitability of the company is 0.007782. The lowest
profitability value is -0.056711 and the highest is 0.090986. Profitability data has a standard deviation
of 0.027272. The distribution of profitability data is uneven because the median profitability is below
the standard deviation. The average liquidity of the company is 0.889875. The lowest liquidity value
is 0.384890, while the highest liquidity is 1.966140. Liquidity data has a standard deviation of
0.226733. The distribution of liquidity data is even because the median liquidity is above the standard
deviation. The average value of leverage is 1.065695. The lowest leverage value is 0.192875 and the
highest is 3.269923. Leverage data has a standard deviation of 0.226733. The distribution of leverage
data is even because the median leverage is above the standard deviation.

The average Islamic governance score of the company is 3.000000. The lowest Islamic
governance score is 1.000000, while the highest is 4.000000. The distribution of Islamic governance
score data is even because the median Islamic governance score is above the standard deviation. The
average investment account holder of the sampled companies is 6.746427. The lowest investment
account holder value is 1.757313, while the highest is 39.74045. Investment account holder data has a
standard deviation of 9.867734. The distribution of investment account holder data is uneven because
the median investment account holder is below the standard deviation. The average Islamic Social
Reporting (ISR) is 0.558140. The lowest ISR value is 0.511628, while the highest ISR is 0.674419.
ISR data has a standard deviation of 0.036637. The distribution of ISR data is even, with the median
Islamic social reporting above the standard deviation.
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Analysis of Model Selection

In this study, tests including the Hausman test, Chow test, and Lagrange Multiplier (LM) test
were conducted to determine the best model for analysis: Common Effect Model (CEM), Fixed Effect
Model (FEM), or Random Effect Model (REM).

Table 3. Chow Test

Effect Test Statistic d.f. Prop
Cross-section F 1.600810 (8,31) 0.1650
Cross-section Chi-square 15.560758 8 0.0491

Based on the Cross-section Chi-square value of 0.0491 < 0.05, the selected model is the Fixed
Effect Model (FEM).

Table 4. Hausman Test

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prop
Cross-section random 9.278649 5 0.0985

With the Cross-section random value of 0.0985 > 0.05, the selected model is the Random
Effect Model (REM).

Table 5. Lagrange Multiplier Test

Test Hypothesis
Cross-section Time Both
Breusch-Pagan 0.093765 0.359813 0.453579
(0.7594) (0.5486) (0.5006)

Considering the Breusch-Pagan test in the Lagrange Multiplier test, which yields a value of
0.5006, compared to the p-value of 0.05, 0.5006 > 0.05. Therefore, the selected model is the Common
Effect Model (CEM).

Table 6. Classical Assumption Tests

Assumption (probability)/(Prob. Chi-Square) Decision
Normality 0.172613 Normally distributed data
Autocorrelation 0.2615 No autocorrelation symptoms
Multicollinearity -0.003136,-0.129591, 0.245102, No multicollinearity symptoms

0.025926
Heteroskedasticity 0.9746 No heteroskedasticity symptoms

(Source: Eviews Output, 2024)
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The table above indicates that the regression model in this study has satisfied the classical
assumptions. Therefore, it is appropriate to proceed with the panel data regression analysis.

Table 7. Results of Panel Data Regression Analysis

Variable Coefficien t-Statistic Prob Decision
t
C 0.596924 22.11458 0.0000

ROA -0.577016 -3.058417 0.0040 Significant
FDR -0.015419 -0.640723 0.5255 Not Significant
DER -0.005798 -0.816643 0.4191 Not Significant
IGS -0.005863 -1.173215 0.2478 Not Significant

IAH 0.001833 2.928511 0.0057 Significant
Adjusted R-squared 0.305151 Explains 30,51%
Simultaneously

Prob(F-statistic) 0.001491 influential

(Source: Eviews Output, 2024)

Based on the table above, this regression model has met the criteria for model accuracy testing,
with the significance value of the F-test being less than 0.05. Therefore, the regression formula can be
formulated as follows:

ISR =0.596924 - 0.577016ROA - 0.015419FDR - 0.005798DER - 0.0058631GS +
0.0018331AH + e

Discussion
The Influence of Profitability on Islamic Social Reporting Disclosure

The results of the research show that the probability value of the profitability variable is less
than its significance level, with a value of 0.0040 < 0.05 and a coefficient value of -0.577016,
indicating that profitability has a negative impact on ISR disclosure. Therefore, it can be concluded
that Hi is rejected. Companies with high profitability levels consider it unnecessary to report on matters
that might disrupt the information that they provide high returns to their shareholders. Since they focus
solely on profits, disclosing ISR would incur costs that reduce the profitability achieved. Conversely,
if profitability is low, companies might be more extensive in their ISR disclosures, hoping that
financial report users will perceive "good news" regarding the company's performance. The "good
news" here refers to the social activities conducted by the company (Juniar et al., 2023). These findings
align with the research conducted by Pardanty & Yuliandhari (2021), Juniar et al., (2023), and Mais
& Alawiyah (2020), which explain that profitability negatively affects ISR disclosure.

The Influence of Liquidity on Islamic Social Reporting Disclosure

The results of this study prove that the probability value of liquidity is greater than its
significance level, with a value of 0.5255 > 0.05, indicating that liquidity does not affect ISR
disclosure. Therefore, it can be concluded that H; is rejected. According to Purwani et al., (2018)
liquidity does not influence the level of Islamic Social Reporting disclosure of a company. This is
because a company will not incur losses or affect its obligation payments regardless of the level of ISR
disclosure. This means that ISR disclosure has become an obligation regardless of the high or low
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liquidity level of a Sharia bank. ISR disclosure is used to gain recognition or legitimacy from the public
that the company is credible and considers its social and environmental aspects (Mais & Alawiyah,
2020). These test results are consistent with the studies of Mais & Alawiyah (2020), Rahmawati &
Supriatin (2020), and Handayani & Budi Yanti (2023), which show that liquidity does not affect ISR
disclosure.

The Influence of Leverage on Islamic Social Reporting Disclosure

The results of this study indicate that the probability value for the leverage variable is greater
than the significance level, with a value of 0.4191 > 0.05, which means that leverage does not influence
ISR disclosure. Therefore, it can be concluded that Hs is rejected. Leverage does not affect the
disclosure of Islamic Social Reporting (ISR) because the amount of debt, whether large or small, does
not impact the disclosure of social performance in Islamic banks. Liabilities in Islamic banks are
viewed as the main source of profit, through a profit-sharing system, where the level of bank leverage
is influenced by the amount of third-party funds held by Islamic commercial banks (Rosiana et al.,
2015). Therefore, Islamic commercial banks will continue to disclose Islamic Social Reporting (ISR)
regardless of whether leverage is high or low, aiming to assure stakeholders that the bank will not
breach existing agreements. This serves as a guarantee for the sustainability of Islamic commercial
banks, providing stakeholders with confidence that their rights are protected (Mukhibad, 2018). These
test results are consistent with research conducted by Rahmawati et al., (2022) and Khasanah & Mais
(2020), which show that leverage does not affect ISR disclosure.

The Influence of Islamic Governance Score on Islamic Social Reporting Disclosure

The results of this study indicate that the probability value for the Islamic Governance Score
variable is greater than its significance level, with a value of 0.2478 > 0.05, which means the Islamic
Governance Score does not influence ISR disclosure. Thus, it can be concluded that Ha is rejected.
This issue may stem from the fact that the duties and responsibilities of the Sharia Supervisory Board
(SSB) have primarily focused on regulations and operational activities. The operational activities
include oversight of products, Sharia reviews of all bank activities, and serving as advisors to the bank
(Mais & Lufiani, 2018). As stated in the duties and responsibilities of the SSB in (PBI No.6 tahun
2004 pasal 27), there are still no specific duties or responsibilities assigned for conducting reviews or
oversight of ISR disclosure. The absence of specific regulations governing the supervision of Sharia
Supervisory Boards (SSB) regarding voluntary Islamic Social Reporting (ISR) disclosure has resulted
in a lack of attention from SSB towards ISR disclosure in Islamic banking (Risqi & Septriarini, 2021).
These test results align with research conducted by Nusron & Diansari (2021) and Risqi & Septriarini
(2021) which state that the Islamic Governance Score does not influence ISR.

The Influence of Investment Account Holders on Islamic Social Reporting Disclosure

The results of this study indicate that the probability value of Investment Account Holders is
less than the significance level, with a value of 0.0057 < 0.05, and a coefficient value of 0.001833,
indicating a positive direction towards ISR value. Thus, it can be concluded that Hs is accepted. This
indicates that a higher proportion of customer fund investments will enhance Islamic Social Reporting
(ISR) disclosure. Islamic bank customers (IAH) tend to invest their funds as depositors rather than as
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shareholders. This is because IAH is more interested in the products and services offered by Islamic
banks. Additionally, the services and products of Islamic banking are more accessible to the public
than Islamic banking stocks. As a consequence, IAH does not possess formal voting rights to influence
the level of oversight over Islamic banks. Therefore, to meet I[AH’s demands for transparency and
accountability, Islamic banks must engage in more comprehensive disclosure of their corporate social
responsibility information (Astuti & Nurkhin, 2019). This is driven by the belief that investors or
customers not only wish to generate profits but also want banks to express their social responsibility
through a commitment to social and environmental concerns (Ningsih, 2021). These test results align
with research conducted by Mais et al., (2023) Astuti & Nurkhin (2019), and Ningsih (2021), which
state that Investment Account Holders have a positive impact on ISR.

Conclusion

Based on the results of the analysis and discussion, it can be concluded that investment account
holders have a positive influence on ISR disclosure, while profitability has a negative influence.
However, the results of the analysis do not support the influence of liquidity, leverage, and the Islamic
governance score on ISR disclosure. The results of the average ISR disclosure among Islamic
commercial banks in Indonesia is 57.05%, which falls into the less informative category. It is
recommended that regulators take stricter actions to improve ISR disclosure in Islamic commercial
banks in Indonesia.

Although the research findings indicate that profitability has a negative impact on Islamic
Social Reporting (ISR) disclosure, Islamic banks should still prioritize social and environmental
disclosures. Islamic banks need to strike a balance between the profits they generate and their social
responsibilities to the community in order to maintain their reputation and stakeholder trust, especially
in an era that increasingly demands transparency. The responsibilities of the Sharia Supervisory Board
(SSB) currently focus primarily on regulation and operations. Islamic banks must enhance the role of
the SSB in overseeing ISR disclosures to make it more comprehensive by involving them in the
development of clearer and more implementable ISR policies. The research results show that a higher
proportion of Islamic capital (IAH) encourages ISR disclosure. Islamic banks should pay more
attention to IAH and ensure that it contributes clearly to Islamic Social Reporting (ISR). This approach
will not only attract investors but also foster greater trust in Islamic banks.

The limitations of this study include the small sample size, which consists of only 9 Islamic
banks in Indonesia. Additionally, the use of disclosure items in the ISR index is limited to the index
by Haniffa and Othman, without any new disclosure items added by the researcher. Future researchers
are encouraged to increase the sample size in their studies and to add other independent variables that
may influence Islamic Social Reporting (ISR) disclosure beyond those used in this study. This will
help identify other factors that may affect ISR disclosure in Islamic banking. Lastly, future researchers
are expected to develop a more comprehensive ISR index by taking into account the characteristics
and conditions in Indonesia. This way, the ISR index used can better reflect social responsibility in
accordance with Islamic principles and be applicable in Indonesia.
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