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Abstracts

This research aim to analyze the effect of number of Board of Directors, number of Commissioners and
audit committee of the company with the Islamic social reporting as mediation variables. This research was
conducted on the basic and chemical industrial enterprises registered in the 1SSI. The research found that the
number of Board of Director, number of Commissioners and audit committee of the value of firm affects.
The number of Board of Director of Islamic have effect on social reporting, whereas number of
Commissioner and audit committee do not have effect to the Islamic social reporting. Islamic social
reporting can mediate all the variables (the number of Commissioner and the Board of Director, the audit
committee of the company).

Keywords: Board of Director, Board of Commissioner, Audit Committee, Value of Firm, Islamic Social
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Introduction

The firm value is affected by several factors such as good corporate governance and profitability.
Corporate governance is the relationship between the various parties within company that determines
between direction and performance of the company. The existence of a direction and a good performance
from the company will demonstrate company success, raising the value of firm.

The process of maximizing the value of firm allows the appearance of agency conflict in which
company managers (agent) have an interest conflicting with the main goal of the company and often overlook
the interests of the shareholders (principal). This agency conflict will add cost (agency cost) for the
enterprises and effect on stock prices thus lowering the value of the company.

Corporate governance is a concept that is expected to serve as a tool to ensure fairness, transparency,
accountability, and responsibility from the insider of the company. This mechanism is made to ensure the
protection is good for the company's stakeholders so that the problems of the Agency and the possibility of
expropriation (fraud) can be minimized.

In the theory of Stakeholder stated that company survive depends on the support and sought of
stakeholders and, so the activity of the company is looking for support. The more powerful stakeholders, the
greater the company's effort to adapt. Social disclosure is considered as a medium of communication between
the company's stakeholders.

The Board of Commissioners assigned to guarantee the implementation of corporate strategy,
overseeing management in manage the company, as well as required the implementation of accountability.
The Board of Commissioners is an important factor from the mechanism of corporate governance.

Audit committee has independent oversight in the process controls and risks. The audit committee is
formed to run the task in assisting the Board of Commissioners are responsible to provide information to
stakeholders in the form of Islamic social reporting disclosure.

Greater number of the audit committee of the company then owned by the management company will
have a higher pressure to express their Islamic Social Reporting in annual report of the company. Audit
committee as one of driving mechanism in corporate governance that could affect the disclosure of corporate
social responsibility.

Noor Laila (2011), found that there is an influence of the Board of Director and Commissioners of the
company. Frysa Praditha Purwaningtyas (2011) shows the presence of effect between the number of Board of
Director of the company. Fika Fiadicha, 2016; Kilat Liliani Nintyas, 2014, shows there is no influence
between the number of Board of Director and Commissioners of the company.

Dedi Yansyah (2018) research indicates there is no effect between the number of Commissioners of
the company. M. lkhsan Full (2016) and Rahayu Tesdha (2013) research showed positive influence among
Islamic Social Reporting (ISR) to the value of firm. Sartika Handayani Kansar (2016) indicates there is no
influence between Islamic social reporting (ISR) to the firm value.
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Desy Dianitami (2016) shows there are influences between the number of Board of directors to the
Islamic Social Reporting (ISR). Vina Septiana Permatasari (2015) research which showed negative influence
between Board of directors to the Islamic Social Reporting. Wardatul baidok and Fitrisia Septiarini Dina
(2016) and Winda Siti Hardiatma (2017) shows the presence of influence between the number of
Commissioners to the Islamic social reporting (ISR). Mariska Nanda Savira (2015) showed a negative effect
between the number of Commissioners to the Islamic social reporting (ISR).

Based on description and previous research above, the hypotheses in this reserarch is:

H:  :  Number of Board of Directors has significant effect Islamic Social Reporting (ISR)
H, :  The number of Commissioners has significanlyt effect Islamic Social Reporting (ISR).
Hs @ Audit Committee has significant effect to Islamic Social Reporting (ISR)
Hs : Number of Board of Director has significantly effect to Firm Value
Hs : The number of Commissioners has significant effect to Firm Value
He : The Audit Committee has significant effect to Firm Value
H; : Islamic Social Reporting (ISR) has significant positive effect to Value of Firm
Hs : Islamic Social Reporting (ISR) mediate effect number of Board of Directors on Value of Firm
He : Islamic Social Reporting (ISR) mediate effect number of Commissioners on Value of Firm
Hio : Islamic Social Reporting (ISR) mediate effect Audit Committee on Value of Firm
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Figure 1
Research Model

Methods

This research population is basic industry and chemicals sector enterprises registered in Indeks Saham
Syariah Indonesia (ISSI) in 2010 - 2017, the required data-related variables were measured during the period
of 2010-2017.

Result and Discussions
Data processed by using multiple regression analysis using two equations .

Table 1. The Test Of Hypothesis

Equation | Equation 11
17.273 2.906
Flest g 000 037
Sig. The Board of Directors .036 .000
T test Sig. The Commissioners 439 .030
Sig. The Audit Committee .866 .000
Sig. Islamic Social Reporting 011

Source: processed data,2018.

Based on the F test result from table above, the calculated F value is 17.273 with Sig. 0,000 in equation I and
the calculated F value is 2.906 with Sig. 0.037 because value of the probability of significance is smaller than
0.05. Regression model is feasible and correct
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The effect of number of Board of Director to Islamic Social Reporting (ISR).

The results of the study state that number of board of directors has a positive and significant effect on
ISR. This is supported by research conducted by Desy Dianitami (2016) and Andita Putri (2018). The board
of directors carries out responsibilities well in the management and interests of the company so that the
relationship between stakeholders and company managers (board of directors) will run well in the company's
social disclosures. With the existence of corporate social disclosure, the company indirectly adapts to the
community and this can add firm value.

The effect of number of Commissioners on Islamic Social Reporting (ISR).

The results stated that number of board of commissioners had no effect significantly towards ISR.
This is supported by previous research conducted by Mariska Nanda Savira (2015), Qoyum, Mutmainah,
Setyono, & Qizam (2017) and Lestari (2013). The board of commissioners is only limited to overseeing ISR
disclosures, so that the board of commissioners and ISR disclosures are inefficient so the results of the study
state that board of commissioners has no effect to ISR disclosure.

The effect of number of Audit Committee on Islamic Social Reporting (ISR).

The results of the study stated that audit committee had no significantly effect on Islamic Social
Reporting (ISR). This is similar to previous researchers conducted by Hartawati, Sulindawati, & Kurniawan
(2017) and Baidok & Septiarini (2016), jannah and Asrori (2016) and Mahardika and Rizal (2017). that the
size of the audit committee in the company does not affect the quality of disclosure of company information.
The audit committee has responsibilities in three areas, namely financial statements, corporate governance
and corporate supervision. The influence of the audit committee on ISR disclosure is likely because the audit
committee is more responsible in corporate governance and responsibility in financial statements than
responsibility in disclosure of social information, so the audit committee does not guarantee that the
supervision of management is fraudulent in disclosure social responsibility will work effectively.

The effect of Board of Directors on Value of Firm

The results of this study state that the number of boards of directors has a positive and significant
influence on firm value. This is supported by research conducted by Noor Laila (2011), Frysa Praditha
Purwaningtyas (2011), Kristie Onasis and Robin (2016). With the board of directors in the company, more
and more councils in the company will provide a form of supervision of company performance the better,
with good and controlled company performance, it will produce good profitability and later will be able to
increase the company's stock price and firm value will also increase.

The effect of Number of Board of Commissioners on Value of Firm

The results of this study state that number of boards of commissioner has a positive and significant
influence on value of firm. This is supported by research conducted by Noor Laila (2011), Fika Fiadicha
(2016) and Kristie Onasis and Robin (2016). The size of board of commissioners is not major determinant
effectiveness of supervision from company management, because board of commissioners is the core of
corporate governance that is assigned to guarantee the company's strategy, oversee managers in manage the
company, and required accountability. So that board of commissioners is very influential on the firm value,
with the board of commissioners biased to oversee the implementation of the company in achieving company
goals that have an impact on increasing the valueof firm.

The Effect of Audit Committee on Firm Value

The results of this study state that audit committee has significant positive influence to company
value. This is supported by research of Kristie Onasis and Robin (2016), Obradovich and Gill (2013). The
presence of audit committee that oversees performance of the board of commissioners and improves the
quality of information flow between shareholders and managers so as to help reduce agency problems and
increase firm value (Obradovich and Gill, 2013). Audit committee has role in overseeing the company's
financial reporting process that has been compiled through an audit process with the integrity and objectivity
of the auditor. The audit committee will effectively increasing credibility of financial statement and assist
board of commissioners to gain trust from shareholders. In terms of financial data manipulation, the audit
committee contributes to helping examine data on financial statements so that they can be accounted for.
With the presentation of clear and transparent financial information will reduce information that is wrong and
increase the firm value(Rouf, 2011).

The effect of Islamic Social Reporting (ISR) on Value of Firm.

The results of this study state that Islamic Social Reporting (ISR) has significant positive influence on
value of firm. This is supported by research conducted by m. Ikhsan Full (2016) and Rahayu Tesdha (2013).
With the Islamic Social Reporting (ISR) as a corporate strategy to satisfy the desires of stakeholders, both the
Islamic Social Reporting (ISR) disclosure and company stakeholders will be more satisfied so it will give full
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support to the company over all disclosures of such social activity because by doing social disclosure such as

Islamic Social Reporting (ISR) will raise level of social and financial performance so that the company will
get profits and indirectly be associated with an increase in the firm value

Causal Step Strategy

Causal Step Strategy (The Effect of Islamic Social Reporting (ISR) between Number of Board of
Directors on Value of Firm)

¢ =-3.1401
Sig. = 0.0000
Number of The Board l :l Firm Value
of Directors l
a=-0.0537 b =7.2920 (Sig. =0.0159)
Sig. = 0,0050 ISR ¢’ =-2.7486 (Sig.=0.0001)

Source: Secondary processed data by SPSS 22, 2018

Y = Number of The Board of Directors + BISR + e

This shows that Islamic Social Reporting mediates between the effect of the number of board of directors on
firm value.

Causal Step Strategy (The Effect of Islamic Social Reporting (ISR) between Number of Board of
Commissioners on Value of Firm)

c=-3.1356
Number of Board of Sig. = 0.0016 ]
Commissioners J > Firm Value
a=-0.0611 b =8.6456 (Sig. =0.0054 )
Sig. = 0.0249 ISR ¢’ = - 2.6078 (Sig. = 0,0081)

Source: Secondary processed data by SPSS 22, 2018

Y =B The Number of Board of Commissioners + BISR + e

This shows that Islamic Social Reporting mediates between the effect of the number of commissioners on
firm value.

Causal Step Strategy (The Effect Islamic Social Reporting (ISR) between Number of Audit
Committee on Firm Value)

c=32.7529
. . Sig. = 0.0000
Audit Committee ‘| .
I g Firm Value
a=0.0271 b,=_10.0485 (Si_g. :_0.0005)
Sig. = 0.0008 ¢’ =32.4806 (Sig. =0.0000)
ISR

Source: Secondary processed data by SPSS 22, 2018
Y = BAudit Committee +BISR +e

This shows that Islamic Social Reporting mediates between the effect of number of audit committee on
value of firm.
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Conclusions

Based on data analysis result using path analysis as described previously with the following results: the
number of board of directors has positive and significantly effect on ISR, number of board of commissioner
has no effect and is not significant on ISR, number of Board of Directors has significant positive effect to
firm value, number of board of commissioners positive and significantly effect on firm value, Islamic Social
Reporting (ISR) has positive and significantly effect on firm value, Islamic Social Reporting (ISR) mediate
effect of board of directors on firm value and Islamic Social Reporting (ISR) mediate effect number of
commissioners on value of firm.
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