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Highlights
« Determining the hierarchical structure of corporate sustainability reporting with emphasis on
Islamic principles and values components and dimensions.
« Classification of components and dimensions of corporate sustainability reporting with
emphasis on Islamic principles and values into three categories: dependent, linkage and driving.
« Greater emphasis on components and dimensions that are located in the lower layers of the
hierarchical structure of corporate sustainability reporting with emphasis on Islamic principles
and values and have higher influence.

Abstract

This research aims to present the hierarchical structure of corporate sustainability reporting with
emphasis on Islamic principles and values components and dimensions. After extracting the sustainability
reporting with emphasis on Islamic principles and values components and dimensions through the review of
sustainability reports of a sample of shariah approved companies in Malaysia and Indonesia, an extensive
literature review and soliciting opinions from experts and screen them, in order to determine their hierarchical
structure an inte%rated fuzzy Decision Making Trial Evaluation Laboratory SDEMATEL) and Interpretive
Structural Modeling (ISM) approach was used to better describe the interrelationship between them .The
Cross Impact Matrix Multiplication (MICMAC) method was also used to analyze deeper about the each of
components and dimensions role in the hierarchical structure. The statistical population of the current research
was sustainability reporting and Islamic finance experts who were selected based on purposive sampling and
the identified components and dimensions were sent to 13 of them in the form of a pairwise comparison
questionnaire in 2022. By using the integrated fuzzy DEMATEL and ISM approach, Hierarchical structure
of corporate sustainability reporting with emphasis on Islamic principles and values components and
dimensions was created in seven and three levels, respectively. Through the MICMAC analysis components
and dimensions were also classified in three dependent, linkage and driving categories. The results indicate
that in the implementation of corporate sustainability reporti?agbwim emphasis on Islamic principles and
values, more emphasis should be placed on the of sustainability govermance dimension and Shariah
governance, sustainability reporting practices, sustainability govermnance structure, employee welfare and
supply chain management components, which they are the lower layers of the hierarchical structure and have
higher influence. This study can provide a basis for the development of the corporate sustainability with an
emphasis on Islamic principles and values theory and model.
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Introduction

In recent years, growing concerns about the environment and
climate change, poverty problems, growing inequality among
societies, and tensions brought about by social injustice have
increased the popularity of sustainability, among scientists, decision-
makers, academics, and companies. Sustainability reporting, as a form
of corporate non financial accountability to stakeholders, is aligned
with Islamic principles to protect the stakeholders’ interests and rights

Islam thought offers a universal spiritual view based on the Quran
and Sunnah to present an alternative philosophical framework for
man’s interaction with the environment and social matters. When
sustainability development becomes a religious duty, companies and
individuals endeavour to protect the environment and social matters
as a response to a religious order. This response is combined with the
strong motivation to please Allah. Islamic and conventional corporate
sustainability reporting have different values and aspiration.

Currently, research has been conducted to identify the elements of
sustainability reporting and corporate social responsibility with an
Islamic approach. In addition to identifying the elements, the
interactions between them must also be identified in order to develop
a theory. In this regard, the question of the present study is what is the
hierarchical structure of the components and dimensions of corporate
sustainability reporting with an emphasis on Islamic principles and
values?

Methodology

After extracting the sustainability reporting with emphasis on Islamic
principles and values components and dimensions through the review of
sustainability reports of a sample of shariah approved companies in
Malaysia and Indonesia in 2020, an extensive literature review and
soliciting opinions from experts applying thematic analysis method using
thematic networks, in total, 203 indicators (Basic Themes) were identified.
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Indicators related to conventional sustainability reporting standards and
guidelines were identified as conventional sustainability reporting
indicators (158 indicators) and indicators related to fulfilling religious
obligations and carrying out Islamic corporate responsibility activities
were identified as Islamic indicators (45 indicators). The conventional
indicators were merged based on similarity and placed into 13 components
(organizing themes) (customer satisfaction, employee welfare,
participation in the local community, natural resource consumption
management, pollution management, product and service innovation,
sustainability reporting procedures, sustainability governance structure,
shareholders rights, economic performance, indirect economic effects,
supply chain management, campaign against bribery and corruption). Four
Islamic components were also created from the merger of Islamic
indicators related to fulfilling religious obligations (Islamic social
responsibility activities, Islamic environmental responsibility activities,
Sharia governance, and Islamic economic responsibility activities).
Finally, the components were categorized into four dimensions
(overarching themes): social, environmental, sustainable governance, and
economic.

To identify important elements, the fuzzy Delphi method was used, in
which 21 indicators were eliminated and the important elements of the
model were finalized in the form of 182 indicators, 17 components, and 4
dimensions (Hosseini and Babaei, 2023) .

After identifying the important elements of the model, this research aims
to present the hierarchical structure of corporate sustainability reporting
with emphasis on Islamic principles and values components and
dimensions. In order to determine hierarchical structure an integrated fuzzy
Decision-Making Trial Evaluation Laboratory (DEMATEL) and
Interpretive Structural Modeling (ISM) approach was used to better
describe the interrelationship between them. The Cross Impact Matrix
Multiplication (MICMAC) method was also used to analyze deeper about
the each of components and dimension’s role in the hierarchical structure.
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The hybrid approach of DEMATEL -ISM- MICMAC combines the power
of the three methods to provide a more detailed analysis of the problem
under study and has been widely used in various research studies. The
statistical population of the current research was sustainability reporting
and Islamic finance experts who were selected based on purposive
sampling and the identified components and dimensions were sent to 13 of
them in the form of a pairwise comparison questionnaire in 2022.

Results

By using the integrated fuzzy DEMATEL and ISM approach,
Hierarchical structure of corporate sustainability reporting with emphasis
on Islamic principles and values components and dimensions was created
in seven and three levels, respectively. The components that were placed
at the highest level (pollution management, shareholder rights and indirect
economic impacts) have less influence and are more influenced by other
components. The shariah governance component, which was placed at the
lowest level of the model, was assessed as the most influential component
in the model. In the hierarchical structure of dimensions, the environmental
dimension is placed at the highest level. This dimension is the most
influenced one, as it is affected by the lower-level dimensions. The
sustainability governance dimension was also placed at the lowest level,
which had the greatest influence on other dimensions. Based on the
MICMAC analysis, five components were placed in the dependent area,
eight components in the linkage area and four components in the driving
area.

Conclusion

The findings indicate that in the implementation of corporate
sustainability reporting with emphasis on Islamic principles and values,
more emphasis should be placed on the of sustainability governance
dimension and Shariah governance, sustainability reporting practices,
sustainability governance structure, employee welfare and supply chain
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management components, which they are the lower layers of the
hierarchical structure and have higher influence .

The hierarchical structure of corporate sustainability reporting
components and dimensions with an emphasis on Islamic principles and
values can help managers of companies in the country's capital market to
focus on the components and dimensions that have more influence and are
located in the lower layers of the hierarchical structure. This will lead to
the optimal allocation of available resources for corporate sustainability
reporting to achieve maximum improvement in sustainability performance.
This study can provide a basis for the development of the corporate
sustainability with an emphasis on Islamic principles and values theory and
model.

One of the limitations of the present study was that the relationship
between the components and dimensions of sustainability reporting with
an emphasis on Islamic principles and values and their hierarchical
structure in the present study was created based on the opinions of the
experts selected in this study. With sample changes, there is a possibility
of minor changes in the hierarchical structure and classification. Also, the
structural and hierarchical relationship of the components and dimensions
in the present study has only been conceptualized. The overall validity of
the model can be tested in future studies using structural equation modeling
(SEM).
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1. Triangular Fuzzy Numbers (TFN)
2 - Fuzzy Direct Relation Average Matrix
3 -Fuzzy Initial Influence Relation Matrix
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1. The Islamic Financial Services Board (IFSB)
2. Organization for Islamic Financial Institutions (AAOIFI)
3. Structural Equation Modeling (SEM)
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