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Abstract:

This study identifies several social performance indicators for the purpose of corporate social and environmental reporting of Indonesian domiciled companies (Indonesian companies). The study explores ways of minimizing the limitations of traditional financial accounting: the failure to provide information beyond economic performance of the company. Such performance as part of corporate responsibility includes how a company could fulfill its social contract with the society, especially on the issues on poverty alleviation, as well as a company's strategy related to its policy for maintaining its relationship with stakeholders and survive in a highly demanding business environment. The aim of the study is to explore whether current corporate social initiatives highlights appropriate indicators to assess corporate social performance in poverty alleviation strategies whilst expecting traditional economic indicators. The findings are expected to provide insights for preparers and regulators on the components and rankings of social performance indicators associated with corporate engagement in poverty alleviation.
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1. Introduction 

The aim of the study is to explore whether current corporate social initiatives highlight appropriate indicators to assess corporate social performance. Corporate social responsibility (CSR) is where organizations consider the interests of society by taking responsibility for the impact of their operation activities on customers, suppliers, employees, shareholders, communities and other stakeholders, including the environmentalists and the regulators. Mohr, Webb and Harris (2001) and Deegan, Rankin and Voght (2000) stated that companies are facing increasing pressure to both maintain profitability and behave in socially responsible ways. The application and recognition of CSR is relatively new in Indonesia as this supported by Cahaya and Porter (2008) where the Indonesian Stock Exchange companies disclose low level of social disclosures. This was also indicated by the introduction of the Indonesian Corporation Law in 2007 (Undang-Undang Nomor 40 tahun 2007 tentang Perseroan Terbatas) lately where it is mandatory for Indonesian companies to allocate a certain percentage of reported earnings to social initiatives, a greater awareness of how to fill the gap between community and corporate expectations of the social contract (known as the legitimacy gap) (Deegan, 2006). 
As we understand it, CSR is not only about protecting the environment, stakeholders, complying with anti-corruption action policies and a range of other activities but it also aims in eradicating poverty. During the United Nation’s Climate Change Conference (2007), Indonesia and other countries were concerned with environmental problems (such as climate change, deforestation, and greenhouse gas effects), however, poverty which has a close link with the environment remains the primary social problem in Indonesia. A series of comprehensive reports on the poverty situation in Indonesia  says (World Bank, 2008) that 17.8% of people are regarded as living in poverty currently, this being measured by those who have less than $1.55 in purchasing power parity terms per day. Currently there are 37 million people live under poverty line where there has been no significant poverty alleviation since 2001 (Kompas, December 10, 2007).

2. Literature Review
Poverty alleviation (one of CSR initiatives) is one of the major objectives of every nation, international organization, non-governmental organization, and local community. Furthermore, Ite (2005) states that lately, the business community has increasingly used the concept of CSR to establish a framework for wider private sector involvement in poverty alleviation. However, Shankleman and Selby (2001) claim that, to date, there has been a minimum involvement of business in engaging poverty alleviation, even though, Blowfield and Frynas (2005) mention that meeting development challenges in reducing poverty is as important as maintaining economic growth of the company. Government and business communities see CSR as a bridge connecting business and development, and increasingly CSR programs are discussed in terms of their contribution to development. Overall, however, corporate contributions through social initiatives targeted to the disadvantaged or the marginalized remain minimal.

Indonesia strongly supported the introduction of mandatory CSR: 69% of the respondents agreed with the introduction of compulsory CSR for Indonesian listed companies (CSR Indonesia, 2007). Environment and poverty alleviation initiatives in Indonesia are conducive to finding the best solution for social problems. Since handling environmental problems itself is very costly, there is a strong requirement for corporations to participate in poverty alleviation. Since poverty directly creates many social problems (crimes, low level of education, low productivity, malnutrition etc), this issue must be solved quickly and strategically especially when United Nation’s Millennium Development Goal (MDG) has indicated that global poverty should be reduced significantly by 2015. Therefore, there is a need to have broader corporate involvement in addressing the issues of slum settlements, health, education, unemployment, and meeting basic needs.

Social performance indicators for poverty alleviation initiatives, especially for the developing nations, have been discussed earlier by Lokshin (2001), Peinado-Vara (2006), and Reddy (2007). Current CSR approaches do not warrant claims that CSR gives benefits to the poor and marginalized in developing countries. This study is exploring whether current corporate social initiatives conducted by companies located in Indonesia highlight appropriate indicators to assess corporate social performance in the context of poverty alleviation initiatives. 
The four-stages of sustainability reporting as introduced by Deegan (2006) are discussed in this study: starting from why to report as it relates to both motivational and behavioral theories. Company’s motivations are driven by system-based oriented theories. System-based oriented theories which consist of legitimacy, stakeholder and institutional theories are discussed to acknowledge the role of information and disclosure in the relationships between reporting entity (the preparers), the government bodies (regulators), individuals and capital market where entity is influenced by, and influences, the society in which they operate. Secondly, to whom to report is the next stage of company’s reporting which is linked to stakeholder theory, the companies need to define who their stakeholders are. In relation to motivational theory, if managers overwhelmingly are motivated by the desire to increase shareholder value those who have the power to change the share price, then reasoning to disclosure will be for powerful stakeholders than the less powerful ones. The third stage will cover what to report which will involve communications with identified stakeholders. The last stage will be what the format will be for the disclosures of the report.
The system-based oriented theories are explained and applied in this research study. Legitimacy theory is discussed in this study primarily to explain whether actions taken by Indonesian companies in providing social responsibility disclosures especially related to poverty alleviation issues as explained either in their annual report, sustainability reporting, websites or any other type of media disclosure as an attempt to restore and regain their legitimacy.  Stakeholder theory is explained to determine whether the Indonesian entities are ready to visit and treat all stakeholders fairly and equally, meaning that the companies are ready to adapt and to adjust their disclosure policies to address human and social issues due to increasing pressure from the stakeholders. Company and industry characteristics of the Indonesian companies are examined in association with this theory where corporate motivations are sought whether managerial or ethical branches of stakeholder theory has been applied in the company. Institutional theory is discussed as part of the system-based oriented theories where industry pressures (industry characteristics) motivate the company in disclosing their social activities. Besides system-based oriented theories, media agenda setting and signaling theories are also discussed. Media agenda setting theory is used to determine whether the media is being used by the Indonesian companies in shaping/reshaping and changing the perceptions of the stakeholders with regard to their social disclosure policies in relation to poverty alleviation issues. Besides, the theory is applied to seek information on what is the most desired way of communicating corporate social initiatives to the community. The last theory will be to identify whether social and environmental disclosures are used by the Indonesian as a means of signaling the market, i.e. in terms of cash flow generation. 
3. Research Questions

This study is to identify central research questions whether respondent perceptions on the proposed social performance indicators are influenced by respondent characteristics, referenced company characteristics and preferred industry characteristics. First, whether respondent characteristics (gender, age, qualifications, working experience, job categories, salary level, intensity of corporate social activities, domicile of jobs, and job levels), company and industry characteristics influence perceptions on the indicators (as seen in Figure 1). The next research question is will there be differences in perceptions on social performance indicators related to poverty alleviation among four different parties. Thirdly, will there be different component and ranking in social performance indicators, and lastly will there be different behavior and motivations between respondents with their perceptions on poverty alleviation. 
The study’s research questions are outlined as follows:
1. Do current CSR initiatives taken by the Indonesian companies make enough contribution to poor and marginalized people in developing countries especially the case for Indonesia?
2. Is meeting development challenges (reducing poverty) as important as meeting the economic/financial growth for a company?
3. Is CSR important in connecting the arenas of business and corporate sustainability?
4. Are there differences in perceptions and expectations on social performance indicators (especially on poverty alleviation) between different parties (i.e. reporting entity, stakeholders, professionals and regulatory bodies)? 
5. Are there differences in perceptions on poverty alleviation amongst different corporate features (company and industry characteristics)?
6. What are the components and ranking in social performance indicators for each category of research question?
7. What are the motivations and behaviors between respondents with their perceptions on poverty alleviation?
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While answering the above research questions, this study is expected to achieve four main following objectives: 

1. Raising awareness on the issues of poverty alleviation initiatives of Indonesian companies by:
a. Providing insights to regulators about corporate engagement in poverty alleviation issues;
b.
Providing insights to reporting entities on the importance of indicators associated with poverty alleviation; and 

c.
Acknowledge the Indonesian government bodies (Capital Market Supervisory Body, Directorate General of Taxation, Ministry of Cooperatives, Small and Medium Enterprises, Ministry for Social Affair, and the House of Representative) for tax and other incentives provided to the Indonesian companies in charge of poverty alleviation activities.
2. To identify corporate behavior and motivations of poverty alleviation engagement in order to determine the incentives that could be provided.

3. Identifying relationships between corporate characteristics with their perceptions in poverty alleviation.

4. Identifying whether poverty and sustainability in developing economies demands different solutions from those that might be implemented in developed economies.

The significance of this study is its provision of further evidence about the extent to which advocated key social performance indicators which are believed to be effective in minimizing the legitimacy gap.  Blowfield (2005) concludes, there are unique aspects of poverty and sustainability in the developing world which demands different solutions to developed economies. Furthermore, Ite (2004, 2005)  ADDIN EN.CITE <EndNote><Cite><Author>Ite</Author><Year>2004</Year><RecNum>4</RecNum><record><rec-number>4</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Ite, Uwe E</author></authors></contributors><titles><title>Multinationals and Corporate Social Responsibility in developing countries: A case study of Nigeria</title><secondary-title>Corporate Social Responsibility &amp; Environmental Management</secondary-title></titles><periodical><full-title>Corporate Social Responsibility &amp; Environmental Management</full-title></periodical><pages>1-11</pages><volume>11</volume><number>1</number><dates><year>2004</year><pub-dates><date>March 2004</date></pub-dates></dates><urls></urls></record></Cite><Cite><Author>Ite</Author><Year>2005</Year><RecNum>2</RecNum><record><rec-number>2</rec-number><ref-type name="Journal Article">17</ref-type><contributors><authors><author>Ite, Uwem E</author></authors></contributors><titles><title>Poverty Reduction in Resource-Rich Developing Countries: What Have Multinational Corporations Got To do With It?</title><secondary-title>Journal of International Development</secondary-title></titles><periodical><full-title>Journal of International Development</full-title></periodical><pages>913-929</pages><volume>17 </volume><number>7</number><dates><year>2005</year><pub-dates><date>October 2005</date></pub-dates></dates><urls></urls></record></Cite></EndNote>states that CSR has a powerful potential to make positive contributions to addressing the needs of disadvantaged or marginalized communities in developing countries whilst not compromising their political, social and economic integrity. This case study, therefore, is unique as it applies to a developing nation, Indonesia, and investigates the determinant indicators to identify leading corporations which are implementing corporate social initiatives in alleviating poverty. 
Most companies have a difficulty in identifying  and implementing CSR project, perform corporate initiatives directly related to their core business, and do not have enough funds to finance corporate evidence. Thus, this study has four significant contributions: 

1. Identification of determinant indicators for measuring corporate social performance in poverty alleviation programs for use by regulators and businesses;
2. Identify effective corporate initiatives in empowering people and alleviating property; 
3. Communities find the nobility of corporations in CSR; and 
4. Assist businesses to understand that poverty alleviation initiatives can be developed strategically which makes business sense and encourage participation.
4. Research methodology

Primary data on perceptions and expectations of social performance indicators especially on the perspectives of beneficiaries and reporting entity will be collected through interviews and surveys representing 4 (four) different groups (parties) of respondents: stakeholders, the company as the reporting entity, regulatory bodies and professionals. The study is conducted using primary and secondary data. Primary data will be collected using interviews and surveys in order to gather perceptions of stakeholders and reporting entity represented by the Indonesian listed companies across different industries. 
Interviews will be the pilot study where several benefits will be gained, first we are able to understand better perceptions on social performance indicators focusing on poverty alleviation from different types of respondents, seek new meaning, add to the existing evidence of poverty alleviation indicators through qualitative methodology, and find differences between different respondents.  Furthermore we expect to find the uniqueness of each subject, to understand any unexpected circumstances, frankness from the subject, allows non-directional questions by eliminating ambiguity, create new awareness, and adding a richer understanding due to the sensitivity of the subject.  Besides this, an interview will allow interpersonal interaction and should result in a positive experience.   

A questionnaire is designed using primary (interviews) and secondary data from the earlier indicators proposed by Global Reporting Initiative (GRI indicators: EC5, EC6 on socially license to operate, and EC 7), Millennium Development Goal (MDG goals 1, 2 and 3), and some other relevant indicators from other developing countries where several proposed indicators applied for the Indonesian case will inform the survey of this project. The indicators collected from the survey and literature will be used to identify complementarities with the benchmark of developed countries. 
Survey data will be analyzed using statistical descriptive measurements and factor analysis and will identify determinant social performance indicators of poverty alleviation considered most relevant to Indonesia. In addition, a range of key social performance indicators related to poverty alleviation will be modeled into context-specific CSR guidelines. These guidelines will be the main components of the social performance indicators and using Analytical Hierarchical Program (AHP) will rank and determine whether there are differences in the perceptions of the social performance indicators collected from different parties which are considered to be the ultimate outcome of the project. 
5. Proposed Outcome

The objective of this study is to provide insights both for reporting entity as the preparers, the government as the regulators (Capital Market Supervisory Body, Directorate General of Taxation, Ministry of Social Affairs and other related regulatory bodies), professionals and standard setters on the components and rankings of social performance indicators associated with corporate engagement in poverty alleviation. As the basis for future research, this study is expected to produce key themes on social performance indicators related to poverty alleviation issues especially for the case of Indonesia which can inform the accounting literature on strategies whether current CSR initiatives taken by the Indonesian companies make enough contribution to poor and marginalized people?
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