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ABSTRACT

Rahourar W 'wlawin in an Islooue perspective 15 o concer in religious fe that focuses
o peace, Bronguiliny, securty and prosection for ol creatures of Allah, The oreatares of Alial,
nremely femans, animaly, planss and aaiire, the compaRry aF an cooRmmic eniity st adopt e
ceancepr of ralfimaion Dldlain as the sty for corporate goverianoe., This governance reguires
cowipraries fo be aecountable foeo Alfak, fellow o beings ond natwee, The peinciples of
governance are redesigned by implementing the concept of rahmaran il alamin. Governanee
with the concepr af rafmatan Gldlamin is called Isfamic Corporate Grovernance (RCG). Each of
the principles of governance boased on the radenatan D alamin concept fs disclosed o the
contpany's anneal repori. There is an WG disclosure item called Islamic Corpovate Governance
ulsedigigre (IOGE).

Kevwaords: Ralmatan Lililamin, Corporate Governance, lamic Corporate Governance, [slamic
Corporatbe Crovernance [hse losure.

JEL Code: G3), G348 Gal. Ml
INTRODUCTTON

The concept of Kehmatan Li'alamin in 1slam is defined as the existence of EBlam in
pecple’s lives to ereate peace and love among fellow creatures of Allah (Rasyid, 2006, Allah's
creatures are humans, animals, plants and the environmem of the universe. This concept requires
a harmonious, mutually beneficial relationship between all God's creatures. This is in line with
the ward of Allah stating:

= Wama arsafeaka illa raheeatan 1 alamin™ (We have not sent yvou, Muhammad , bt a5 a
mcrcy o all the worlds) (05 Anbiya: 107},

Rahmar means tenderness ar affection. The Propher Muhammsd wos sent by Allah as an
embodiment of Allah's love for all humans and the universe, including animals and plants. Thus,
the Prophet Muhammad was sent 10 bang happiness o Allah's creatures, save humans both in
this world and the hereafter. The mission of the Prophet Muhammad was sent for the benefit of
the wiverse, withowl exception. Allah swi sent the Prophet Mubammad sccompanied by various
superior Elamic Shari'ah principles, manitested in the reality of his life.

Mushims ag fellowers of the Prophet Mubammad sust implement the rules of Islamic law
that were mandated o the Prophet Mubammad, namely the treatize of Islamic law with full
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comfidence and onderstanding that is based on the Qur'an and as-Sunnah {(Jaya, 2019). Therefore,
the actions, mental attitudes and behavior of Muslims muost benefit the benefit of mankind and
nature as God's creatures. Islam teaches morals and mormls that are applied in everyday life. To
direct human actions, atitedes and behavior, regulatons and pelicies regarding the use,
maintenance and management of respurces are nesded that are directed to ihe commaon o in
accordance with the feachings and rules of Islamic law,

The company 8 an economic entity is a collection of people who are active to achieve
the company’s goals thar have been set, The existence of the compainy in the environment must
also be ralmatan lalamdn. Companies must be able to create the benefit of mankind and the
environment {Hart & Fingales, 2017). A mechanism is needed to ensure the achievement of
these goals, The mechanizm is called Coeporate Governance (OG). The C5 that is established
and carried put by the company must lead to the realization of the benefit of mankind and the
envirgnment, TG is a principle o improve the efficiency and economic growth of the company
as well as an effort to increase investor confidence { Shieifer & Vishny, 1997

G s one of the pillars of the sconomic system (Pagano & Yolpin, 2005). O relates o
frust in companies and the business climate in a country, The implementation of 00 encourages
the creation of heaithy compennon and conduecive business climate, Therefore, the
implementation of C(E}s very important to support sustainable cconomac growth and stability.

CG contains a set of regulations that define the relationship between shareholders,
management. creditors, government, cmplofes and other intemal and exiemal stakeholders in
redation o their rights and obligations, CG 15 a system that directs and controlds the company o
create added value for all interested parties {(FGCI, 1), The principles implemented by the
company related 1o O5 are ethical actions that take ot account the inerests of stakeholders
{Abechng, 20151, CG involves o sel of melationships between management and the boand of
commissioners, sharcholders and other stakeholders. CG provides a medium to monitor
performance  (Azim, 2009, CG has ﬁ'-'prim:ip-lms. namely iransparency, accoumiability,
independence, responsivensss and famess 1o inerease the value of the company i the eves af
IMYEsEOTs. 3

The principle of rransparency is apenness in camryving oul e decision-making process
amd presenting relevant material information about the company (Mahlel et al., 2006). Disclosure
iz the presentation of information o stakeholders, bath mmur.la‘:r}- and voluntary. regarding the
company’s operational, fif@cial, and business risks. It aims 1o maintain ebjectivity in running
the business. Companies must provide material and relevant information in 2 manner that is
easily accessible amd understood by ﬂﬁ:ehn:ﬂders and ot only matters required by laws and
regulations, but also matters that are important for decision making by shareholders, creditors
and other stakeholders.

The prnciple of independence s a condition where the company i5 managed
professionally withour conflict of interest and influence or pressure from any pary that is nod in
accordance with applicable laws and regulations and healthy corporate practices (Prabowo,
2018, There are no elements of the company that dominate each other and are intervenad by
other parties. Independence is needed 1o avoid conflicts of interest, especially from the majonty
shareholder, 3

The prnciple of sccountability is related to the clarity of the functions, implementation,
and accountability of the company's management 50 that the management of the company is
caried out effectively and economically {Prasetio, 2017}, Companies must be able to be
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responsible for their performance fairly and trnsparently. Therefore, accountshility i needed o
explain that each party has carried out their duties properdy and effectively.

The principle of responsiveness is conformity in the management of the company to the
applicable faws and regulations and sound corporate principles (Setyone, 01353, This principle
emphasizes the responsibility of the board in management, menagement supervision and
accountability 1w the company and shareholders so that all paries are aware that they have a
responsibility and avoid abuse of power orsition.

The principle of faimess, namely justd and equality in fulfilling the rights of parties
with an interest in the company that arise based on agreements and applicable laws and
regulations, especially for minonty sharcholders from any frand or injustice of the majority
shareholders (Prabowao, 2018},

The principles in CG are concepts that are invisible and difficult to measure properly.
Indicaters are needed o measure the implementation of these OG principles. CO messuremsnt
indicators used are the board of commissioners, independent board of commissioners, audit
commuttee and ownership structure (Muntoro, 2006). These indicators have problems in their
application, such & the unelear mechanism For determinmg the beand of commissioners, the age
amd backpround of the bogrd of commissioners, the mechanism for determinmng sl comminies
members, and concentrated ownership (Almagoushi & Powell, 2017; Adam et al., 2015; Debby
efal,, 24, Mukhtaruddin et al,, 2004; Dharmadasa et al,, 2004, Shyy, 20015 Gionanning, 2010;
Thsan et al., 2008,

Therefore, it is necessary o redesign O6 based on the concept of rahmatan lilElamin
which is called Islamic Corporate Governance {BCG). The concept of rahmatan lil'alamin is
applied 1o every CG principle. This implementaton is mianifested in the form of disclosure in the
company’s annual report. Disclosure of any OO pranciples based on the concept of rmhmstan
lil'alamin is called Islamic Corporate Governance Disclosare (1CGD).

Islamic Corporate Governance DHsclosure
Accountability principle in corporate governance disclosure

Accountability is an obligation to provide accountability or 1o answer and explain the
performoance and actions of each level of management by ihe leadership of the company
{Prasetio, 2017). Accountability can also be interpreted as the responsibility of 2 person or group
of people who are given the mandate 1o carry oul certain tasks (o the party giving the mandate
both vertically and horrzontally (Mubtadi et al., 2007). In the Islamic perspective. accountshility
is not oily addressed 1o the community as borizontal  accoumtabiliy bur alse vertical
accountability to the creator, namely to Allah.

The Islamic perspective states that accountability is the responsibilicy of a human being
as & caliph on earth 1w Allah (Prasete, 20070, Allah as the main and most important stakeholder,
Allah swt has given a mandate to bhumans and Allah swi ssks for accountability for the
implementation of that mandate, The implementation of the mandate involves activities wowands
felbow human beings and to God. Therefore, the disclosure of sccountability is addressed to God
and to humans. Disclosure of responsihilities to humans through accountablity reports that have
been checked by the muhtasib {account), The goal is o provide confidence that shara Liw s
been implemented and rahmatan lil'alamin has been implemented.

There we theee indicators in the implemention of sccountability in the Islamic
perspective, namely (17 activities carried out by companies must pay atenticn 10 and priorilize
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the welfare of the ummah as a manifestation of the mandate given by God to humans s caliphs,
{21 activitics carried out by companies with justice, and (3 activities carried owt company pavs
attention o and pays attention to the surrounding environment. Indicator number one relates 1o
accountabiliey  vertically and  indicarors pumber two and three relae o sccountability
horizontally (Mubtadi et al., 2017).

Accountability can be divided into two types, namely internal and extermal secountability
{Mahlel et al., 2006). Intemal accountability explains that individuals and groups are
hierarchically obligated to account 1o their immediate supenions regarding the development of
their activity performance periodically or at any time. External accountability explains that the
company 4% am economic entity that is in o social envimnment muost be responsible for all
mandares that have been received and implemented o ke conveyed o exiemal parties, namely
the government, community, labor unions, and other stakeholders.

There are five basic concepts of accountability, namely (1) acountability for probability
and legality. This acoountability is related to complionce with other required laws and
regulations, avoiding abuse of office. cormuption and collusion. This sccountability aims to
uphold the mle of law and ensure healthy business practices, (21 mamagerial accountability, This
aecountalbaliny is relaed 0 performance accoiniabiiny, namely accountability (e maage he
company effectively and efficiently, {3} program accountability. This accountability is related to
the programs planned by the company must be of quality programs and sepport the strategy in
achieving the company’s vision, mission and goals. (4) policy accountability.. This accountability
is related toothe assessment oF company policies that must consider the impact of these policees in
the future and {5) financial accountability. Accountability is related to the use of public funds
{sharehodders, banks, communities, and environment) econamically, efficiently and effecnvely,
Firancial sccountability is very impormt because it is the main focus of the community, This
acoountability requires companics to present financial slam:nts as a4 medivm to describe the
company’s financial performance o stakeholders (Mahlel et al,, 201463,

The main purpose of accoumtability 15 o encourage the creation of responsibility 1o
improve company performance and increase stakehobder trust (Mahlel et al.,, 2016). The
statement mentioned in the word of Allah is

B0 o wihie bedieve, be erforcers of fishice for Alleh, Cwlien | wirness withe Jaattoe™ (008 Af-Maldah %1

" o wivo Bedisve, I vou ore dedey @ barimess willi o defd choy O giver o corbein period of fime, them vou
steulel widne i el (el i poivsend perlod ) Asdd Jer g welfer arormg So wedte 8 ety fearrecily ) A et o
writer b reliicamarn to welte az Allak swr has reaghr bis * (08 Al-Brgorak: 2829

“And these whe keep their mestages and promises” (QF Al M s 8)

"Each permor i respensibie for wiad drey do (05 AL Mvdarsie: 28,

From the word of Allah s o explans that accountability in perspective is related 1o the
nature of shiddiq and amanah.

The dimensicns of accountability based on Shariite Enterprise Theory (5ET) are (1)
economic accountahility, (2) social accountability, (3) ecological accountability and (4) spiritual
accountabiliny (Amerieska et al., 2002). Economic accountability 15 the responsibility for the
economic performance camed out by the company in a certain period of time. Indicators of
achievement of this dimension can be seen from (a) physical; level of profit achievement, retsrn
on assets and (b mental; stakeholder satsfaction on company services, Social accountability is
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the responsibility camried owt by the company towards the company's social environment.
Indicators of achievement of this dimension can be seen (1) physical; the company's budget for
social activities snd (b) incressing the =ense of solidarity by sharing rizki. Ecological
accountability is the company’s responsibility 0 protect and  maintain the  surmounding
environment. Indicators of achievement of this dimension are seen {a) physical; environmental
comservation programs, for example the program to plant one million trees, (bl mental; proud o
be able to help preserve the eavironment. Spiritual accountability is the responsibility to Allah
for the grace and blessing that has been received, Indicators of achievement of this dimension ane
{a} physical; spiritual development programs sech as EZC), 80T and {b) mental; mental attitude,
faith, sincerity.

The implementation of accountability in g company is disclosed in the company's anmnsl
report with the following items:

1. Infoemssion the company ethics of conducy

2. Imformagion the company valee's, beliel ancd culure

5. Informadion the worship ploces in office areq

4. Infremation of compuny changy o develop the worship placs

5. Infoemeation the ststement of management responsible of Dnanciil staemem
f.  Information of public aceeanting firm's

7. Infoemagion the sppraisal

8. Infoemsation the s pay ment

9. Information of mkat, indag and alms

Iy, Infosmation the dividend poyment

Transparancy Principles in Islamic Corporate Governance Disclosure
3

Transparency is the principle to open up to the public's nght to obtain access m::.mm!,
hoenest and non-dizcriminatory information about the cperation of the company by taking into
acoount the protection of nghts to individuals, groups and the state. This means that transparency
requires the disclosure of information m a sencus, comprehensive manner and provides a place
for stakeholders in the process of managing public resources

The basis of ransparency n the Qur'an is (1) Siddig or true; the hasic value 15 integnty,
The values in its business are honesty, sincerity, sssurance, emotional balance, (2 Trust, the
basic value is trusted and the values in the business are trust. responsibility. transparency and
punctuality. (3) Fathanah. the basic value is having knowledge broad knowledge, the valucs in
ihe business are having a vision, a smart leader, and (4 Tabhigh, the basic valwes are
communicative and the business valoes are sociability, smart salespoople. job descniptions,
delegation of authorry, teamwork, coordimation . control and sepervision (Mahlel e al,, 2006),

Transparency really demands honesty values for information presentation in the
company. Transparency and honesty are juxtaposed in some of the waords of Allah. as follows:

“Aiwel compilede e semrane wher vow wegsre, and welgh Ik she gt bobamce. Thirr b sere i et
{fear vou | wand ieiter ax o rexafli "00F Al-fs rac 25)

U wen for drose wle clear e ) o whin wiren they receive o oose fros ey ey ash o be il
el wefvedl they sewstere o weteh for arliers, oy redace I 008 Al-Mikaffifia, -4

"1 vou whe beliove, donmd sar vanr aeighirar's property in e fatse vy, bt only i commeres wine s
CEOmEEAE Behaeem vau U (EE Aa Nisa: 2Y)
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The purpose of transparency is o create openness o stakeholders about sctivities carried
oul, access information, mcresse trust and cooperstion between maneoers and stukeholders
{Akhmad, 20016). The implementation of sccountability in o company is disclosed in the
company’s anngal report with the following iems:

Information the company web ar link @ seces of mnua) repsan
Informanion the completely of annual repom from the company esiablished
Imfrrmation the halal certifcare for the company procloct and services
Infrormeation the subssquent events

Informadion of the contingency liabilibes

Infoemeation the staserment of Tinaneciol condition

Imformation of hamin resounces development system

Infosmeation of payroll and remaneradion system

Infoemation the equality of emploves nght and abligaon

148, Imformagion of revwands ancd ponishmest sysiem

1, Informeagion the soluion of emplocee end labor union dispae

12, Information the company membership in humanity insitudiom

13, Infoemeation the compsny memberalip in Indonesia Red Cross

14, Infommeation the oompany ohligagion fo land rehabdlitagion

:.El:bE'I-J-E%:ml-:_n.l:.il—

Independency Principles in Islamic Corporate Governance Disclosure

Independence is an anitede of consistency or istigomah by sticking 1o the truth even
though you have to face risks. This principle of independence is explained in the word of God,
namely

“Feneed deode wiv s "OE Do i A" dfver dhey SErengdien el position, Se adgedi will descend e
Heem saving: "o mof be afraid and de rot e rad; ood make e foppy with de jararm the! Aflleh hes promived
void " SOE Faskatdlar: 201,

Independent = & wise human character (ulul al-bab). This character is described in the
Cruran 16 times. This character is related 1o the attitede of being able o absork information
{hearing words) and making the best decisions (following)ccording to his conscicnce without
pressure from any party). Independence shows that the company is managed professaonally
without conflict of interest and influence/pressure from the management that is nal in accordance
with applicable laws and regulations @ sound corporate principles. The implementation of
independence; namely (1) must avond domination by any party, nol be influenced by certain
interests, free from conflicts of interest snd from any influence or pressure, so decision making
can be carvied our objectively, (2] carry out its fopctions and dutes in secordance with the laws
and regulations, and provisions, do onol dominate each other and do not pass responsibility o
others, {3) carry out their functions and duties in sccordance with the description of their duties
amd responsibilities. By paying attention 0 the application of independence, it can be said that
this principle applies Islamic values, namely shiddig and amanah,

The implementation of accountability in & company is disclosed in the company's annual
report with the following items;

1. Imfremation the reporting in Indonesia language

2. Imfosmeagion the reporting cummeney is Bupiah

3. Inmformation the segmented repeating by area oo country
d Imformation the machamisme of regulation determuination
5. Imformation the job description
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fi. Imfoemation the rewand and funishment

7. Informeation the company panticipation in disaster chariny

B lnfosmetion the condlics of lineress in compunsdalam perusahon
9. Infremation the pereeninge of oenership snictune

148, Imformagion the nimnbers of share s owned by managemeni

Responsiveness Principles in Islamic Corporate Govemance Disclosure

Responsiveness 15 the company’s desire 10 provide services o stakeholders gquickly,
Responsiveness 15 related o the company's ways of receiving reguests for information,
complaints, suggestions, criticisms and complaints regarding the company'’s activities and
services, The implementation of this activity requires a wise, detailed explanation, fostenng.
directing and persuading to respond to all forms of procedures and work mechanisms that apply
in the company. so that the form of service gets a positive response. Feadback obtained by the
company is stakeholder satisfaction for the company's fast response

This responsivencss prnciple emphasizes the nterests of stakeholders, namely creatng
added walue fram the services provided by the company and maintaining the sustanability of the
added value, The company's stakeholders are emplovees, cusiomers. consumers, suppliers,
communitics, the surrounding environment and the government as regulator. This responsiveness
principle gives rise o corporEe social responsibility, This responsibility ensures the survival of
the company. This is in line with the word of Allah stated;

“ va whe befieve, do per beray Al oo ohe Messenger (Miharaed) and falsel do per baray e
medmher crirasied fo vox, witle vou kmow® (08 Al-Aafacl: 273

Do nat betray the mandates entrusted to you related oo human duties on earth, namely o
caliph. The function of the caliph is to maintain this earth so that there is no damage on carth.
This earth is not only for the benefit of the present but also for the next generation. This is in line
with the word of Allah, which states:

"o are the beat prevple wiva were o for iy, enfoimiag the eight i forbddidlog the evll, and
hefievimg ar Aflch® (8 AN Treren: £ 100

Ma'ruf means that humans must act with all Allzh creatures, namely humans, animals,
plants and the envirenment. No matter how small a good dead done is recorded by Allah as a
deed (8 Az Lalzalah; 07). Munkar means doing bad things like destroying the environment. Mo
matter how small the bad deed done is recorded by Allah as a sin (05 Ar Zalzakah; 08,

The implementation of responsivencss in a company is disclosed in the company’s anmual
report with the following items;

1. Infosmation the emploves recriimen process for local society

2. Information the decision process as defiberation and consensas

3. Infoemetion the qualisy ssancand

& Imformation the suditor™s opinion

5. Information of compuny standard apemting procedure

4. Infremeation the complaint services una

T, Inmformation the nuambers of sswciety complaims handling

#. Informagion the corporation between company and labor unions

9. Information the corparation ameong company . olher company and govaermmeni
14, Informeation the corpommtizn betwoeen company snd celigions institution
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11, Information the corparation belween company o legislative instilation
Fairness Principles in [slamic Corporate Governance Disclosure

Faimess 15 a fair and equal treatment in fulfilling the nghts of stakeholders that arise
bazed on agreements and applicable laws and regulations. Fairness alzo explains the clany of
nghts and obligations, the legal system and enforcement of regulations to protect the rights of
investors, especially minority sharehalders from varow forms of fraud, Fraud may occur is
insider trading (transactions involving inside information), fraud, difotion of shares (decresed
company value )., cormuption. codlusion and nepotizm.

Famess is a manifestation of justsce in the busmess world, Business decisions must be
made in BE'(.'l'aHFH:'L' with applicable regulations. Therefore, the company must (1) provide
opportunities for stakeholders to provide input and express opinions for the benefit of the
company and open amess@ information in accordance with the peinciple of ransparency, (2)
provide equal and fair irestment to stakeholders in accordance with the benefits and
comirbutions made, (3) providing equal epporumities i hinng, having a career, and carrying ot
their duties professionally withowr discriminating sgainst ethnicity, religion, race, class, gender
and physical condition, and (4) being humble, namely fair in services to stakeholders without
reducing their rghts. and fulfilling all agreements with related parties, This is in line with the
word of Allah;

“fedeed, ANich cosnrandy o fo die Jisdice el de o wisebam, fo mive o selatives, ad Al foshidls o
s evit, evil amd ey, He feaciees vor a0 thar v can doke feasess " (08 Am-vahis 800,

This shaws that the Islamic concepl requires the helding of busines in a Fair and honest
manner for all parties.

The implementation of faimess in a2 company is disclosed in the company’s annual report
with the following items:

Information the recyele process of the wasie

1

2. Imfoemation the emploves lassification by nation, rellglons and compesemes

3 Imfremation the company activity relaied @y society ecomome develop mend

& Imformation the company best practices

5 Information of creativity and innevation recognizing

f. Informeagion on compony slogans reloted g0 comrapdion, eollusion, nepatism, pratificoticn, exiorion,
effciency and simplicity

T, Infosmeation the sducation scholarship

& Information the healihy funding

9. Informeation the procedure of company fesmiees daedl

18, Informeation the sanction of company meournces sieal
11, Information the reward employee that above warking Toad

CONCLUSION

The mmplementation of the concept of mahmatam hil&komin in the CG mechamsm
acoelerates the achievement of goals {or the welfare of stnikeholders. Stakeholders can consist of
humans, plants, amimals and the esvironment. However, the most important and  main
stukeholder is Allah. Allah has given everything in this world. Therefore. everything that is given
must be maintuined and cared for properly.
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Companies in achieving the desired goals use the resources available in the world.
Companies must maintain and maintain these resources. The concept of corporate CG o must lead
in that direction. Thus the CG mechanism and the concept of rahmatan lililamin are two
concepts that both want 1o increase the welfare of stakeholders.

The embodiment of this concept is seen in the company's disclosures in the annual report.
There are fifty-seven disclosure ilems consisting of the concepts of accouniability, ransparency,
independence. responsiveness. and fairness. This disclosure is called Islamic Corporate
Governance Disclosure.
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