CHAPTER 1

INTRODUCTION \
.{"
Y'

1.1 Background of Islamic Finance

Islamic finance has contributed to the Islamic econ te that safeguards
the interests of stakeholders, impacts economic dev ent, a d ommunity
relations. This contribution can be seen through its g hat 10 % to ff) @ and
recorded USD 2.2 trillion in total for more than countl S arlievR'Research

Malaysia, 2020). The emergence of IFIs began in 70,%‘. and spread around the

Middle East, North Africa, Far East, E@wd the aras&lZ).

The development of the Islamiic fnanC| I\}ée.ysua started with the

establishment of pilgrimage fu ung Maji) in 1963 %e first Islamic savings
& .
aT Ma@ma is Bank Islam Malaysia

institution. The first full-fledge
Berhad (BIMB)was es% in 198
and the products aredased on S nC|pIe unhibava, 2012).

The seco hbMala.@a Bank Muamalat Malaysia Berhad

(BMMB), Wa ed n0 41 99 (Bank Muamalat, 2022). However, on
&

=

(Lal |nl 20@ BIMB offers banking services,

May 5 k K‘er sa aky@alaysm (Bank Rakyat) began implementing the

Isla@n ing System in |ts branches by offering the scheme that refer to the

anklng and financial system run by a cooperative bank without the use of riba
2

i, 2019). The conversion of the conventional banking system to the Islamic banking

Q&tem has taken place gradually since the adoption of the Islamic banking scheme



(Borhan, 2001). following that, 40 Bank Rakyat locations were fully functioning for
Islamic banking at the end of 1995 (Asni, 2019). T

The fourth Islamic bank in Malaysia, MBSB Bank Berhad, was@d on
November 6, 2017. Currently, Malaysia has sixteen Islamic banks ¢ ing of full-

fledged and subsidiary, and local and foreign ownership (BNM, 2020Q). Aligned with

the development and the Muslim’s demand on the Shariah cMmt product and
sl

services, the first Islamic banking established in accorda an]ic Banking Act
1983 emphasised the requirement of the Islamic bank o ion uwi‘ded from
the elements that do not approved by Islam (Hassan, ). ] _\‘v}
Currently, there are legal framework for | omotednsti onaL@'grity and
portray a Shariah-compliant image on thew cts &ﬂd Services. @o‘z:nprehensive

legal framework is required to suppo Ceawth and Iopr@%of IFIs (Hassan,

2016). Therefore, the Central Ban%Malaym % g@a Malaysia or BNM)
N

issued the Shariah Governan%worﬁ (S )cQOl((f}é? strengthen the Shariah
compliance system, providi Mprl\ SIV Shari@rinciples to the public and

financial markets thro tegrity of Is mit ﬁ@mial services (BNM, 2010).
4 &

Following th’gllememl»i \of\ GF,g.Malaysian legal system has enacted a

law for Islamic financral servicessi
B ! (?r
June 2013. act regulated érnpe_vjv Islamic financial systems in Malaysia in
% NN
relation% hariah i nces&ﬁem, including the banking system, the takaful,
Y—

the j’g&ial market and the @hent system, and other financial intermediaries. In

a%’ 10m, in 2019, BNM issued the Shariah Governance Policy Document (SGPD) 2019
0

Q persede the SGF issued in 2010. This new policy document, which directly came
t

o effect in 2020, strengthened the oversight commitment of the Board of Directors

tutioci%élled IFSA, which came into effect on 30

(BOD), the Shariah Committee (SC), and other organs involved in Shariah governance



implementation (BNM, 2019). Although SGPD 2019 has replaced the SGF 2010, both
principles of documents remain the same, with SGPD 2019 placing a strong erw
on all elements of Shariah governance (Naysary et. al, 2020). (’}

IFSA 2013 regulates the specific requirement of SC, highlightin iteria and
enhancing the roles and position of SC as an integral part of the company (Miskam &
Nasrul, 2013). This law has increased the SC responsibility me level as the
Board of Directors (BOD) and senior management (Mu &Zl

'ft al., 2015). In

addition, the Act enhances the Shariah governance by I ora 'nwuirements
B

of Shariah compliance and enforcing penalties for non-Cempliance ( ajl @

In relation to the Shariah governance as i co%‘n i IFIQVVX%aﬁ—tFem

Shaiiah verna,égz;l promoting
social welfare, disclosure and transpar&&ssential e pu@‘to review Shariah

status and corporate activities. Th%lah dlsc\me hi I,'tg'}ted in the SGF could
boost public confidence toward%mic%anks gard@e Shariah-compliant and

describe the company's co %t tth ociety. It s the public and stakeholders
to reach the informat Zdl

emphasising Islamic principles and the su€eess

compliant. In adti{‘the dIS? freq related to the company's financial
rat

report and cor epo doc ts are considered valid and accurate

communlcaﬂi 0 Is be e n the !rantjzd the public or stakeholders, recommended

inthe b eal and nsach&?as mentioned in the Holy Quran, of which Allah

t YOS

othing is on the Messenger but communicating the Message. And
Ilah knows what you disclosed and what you hide" (Al-Qur'an, Al-

QE Maidah 5: 99)!

1 Al-Qur’an. Al-Maidah 5: 99. (All Quran translations in this writing are based on Saheeh International
2001-2012. The Meaning of the Quran in English. Jeddah: Al-Muntata Al-Islami. King Fahd National
Library Cataloging. Translation from other sources will be cited accordingly)
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Disclosure guides an organisation to operate transparently. Providing valid,
accurate, and sufficient information without any suspicion and deception is sig t

in an organisation. It identifies accountability as part of the commitment ar@nises

the integrity and fairness among the stakeholders and the direction to a higher
performance in the business environment. Y'

A disclosure requires an organisation to provide trapsparént information by
revealing the bank’s activities and Shariah transaction st %r:orrte background,

social activities, and financial status. The disclosur relevantsi mation to
@

Yw
stakeholders allows the investor and the public%‘ess a pparti Ia’ E@any's
ition, the

information for decision-making purposes. In a informai pravited allows

: Thus,.éhg:ting on the

i cou@ luence the firm's

performance. In addition, corporat@sernarﬂrgng cgﬂ\dentify stakeholders,
N
especially regulators, and help %ﬂe inﬂ)rmat' mas;@try between internal and
external and between instit@harlﬁﬁ%{ @'ity shareholders (Haat et al.,
2008). Therefore, it is@g'jt t with the dém
. . . &
according to the inforpation T; and agency conflict between the management
and the investor\& (ﬁ*’

i

¢

In Iiej%the ve@af[ anJ chievement of the Islamic finance industry,
\

Malays% t ruled ountability, which has become a concern resulting from
Iargﬁ,f&panies' collapse. Th@buntability in IFIs becomes significant because this

the public to compare the best channel their b

financial status and other corporate in ation to the pu

e dnd@ corporate disclosure that arises

carries out various activities and engages in a considerable amount of money

d ily transactions. At the micro-level, a bank provides financial facilities to the
ommunity through banking services. The bank's primary function includes serving as



a tool for collecting and managing the money from the depositors and providing
financial facilities to the community. Yv

Islamic banks highlight disclosure and transparency, which @\3&5 an
extensive disclosure practice to protect all stakeholders and the public. st crucial
disclosure information on any organisation is on the performance. Imrganisation,
performances are frequently emphasised, mainly on financial ‘pérformance, and
financial performance becomes the leading indicator of th Xs.o the business. A
strong financial performance depends on how a companysis con uwsiders the

@
markefpla g'o&‘gv;ces

ethical values, the company's ability to maintain i

provided, and the most significant elements of

It has been debated that from the Islamicw i

ethical issues that can critically cause m of anorg

2020). In addition, Brammer et a(,@O?) sug\ﬁg %
N

) &

L

individuals' attitudes towards g%ceéj 9
1.2 Statement of th g ' ' 0’
’ 4 4 <<(
Shariah goverw empli N ount ﬁw , disclosure and transparency, and
fairness that uéwn a over@ée practice. Undoubtedly, weak, and
i
¢
controversial %rate verndnce’| prét'i?es, such as transparency and accountability
<(kv s
issues, Itdb 'nanc]plbr_wj‘gn-finq@al scandals that are also pointed as a factor that

affects corporate sector (C & Leng, 2004; Salem et al., 2019;). For instance,
hig

t an Brothers were the most significant collapse in history in 2008 when the
G of corporate governance and accountability was identified as a critical factor in
e failure.



The implementation of Shariah governance by Islamic banks is crucial; it is to
grow the establishment of the Islamic banking system, enhance the existence ofw
banks, and maintain the Islamic banking image in public (Siswanti e \017).
Similarly, Chapra and Ahmed (2002) opine that corporate governa&&actices in
Islamic financial institutions could increase public confidence, mainlyIslamic Bank's

san, 2014; Zain

customers. The needs for Shariah governance is critical in IFIs to ensure the credibility
of this industry amongst the stakeholders and public (Mu Z Hai

& Abdullah, 2019), and such governance seems to be ab revent g nce issues,
"X
such as financial scandals and other corporate scan lated fo a 011 g&ﬁe}wance

practice. 4 \Y
In addition, the reporting on the Shaﬁkgy ernaﬂce ritic both Islamic

banks and all stakeholders regarding tw -complia Ian@%l., 2021). Shariah

non-compliance risk that leads to%Shariah \Ngw a@%tatus, such as from
N

prohibited elements or illegal ¢ , Willgffect estat income of a firm. It may

also result in a loss of con@and among % olders, particularly Muslim

consumers, in the instituti abilityl to manta eir finances or investments in
s &

i amgliazilah et al., 2017). Moreover, the

accordance with Shakiah prlnrl
eis a@ét the commands of Allah SWT, a barrier

i
r&a\teé?\e reputation of a business. According to
ariah Pmplia!ic\?is included under IFSA 2013. Section 28 (5) of
ovides for impriso@ for a term not exceeding eight years or a fine not
e xg twenty-five million Ringgit, or both (IFSA, 2013).
Despite a tremendous growth, weak Shariah governance seems to be complicated
instilling a strong trust in the management and the BOD. It resulted to the scepticism

in the Islamic financial system in managing the trust of the stakeholders (Abdul Aziz,
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2013). In this regard, Shariah governance disclosure seems like an integral element as
a communication tool to reveal the Shariah governance's implementation and so I
the stakeholders can access information. Many studies have examined the‘%\uship
between adherence to Shariah governance disclosure and performan m et al.,
2021; Khanifah et al., 2020; Masruki et al., 2018). However, most of the studies
determined the items of Shariah governance by looking at t SNan indicator for
Shariah governance. Prior studies also used the guidelines, hYXA’OFI, IFSB, and
several studies based on SGF. Since SGF and SGPD sta the sa c‘iple SGF
2010 is still applicable to be applied in this study. Ho , Whether S{;F_{@’%'and

SGPD 2019 have impacted the banks' perform i co% d debatable.

Hence, this study adopted the guidelir\tm; d om\he 201@3.8GPD 2019

to develop the Shariah governance osa item. In itio inor studies were

widely conducted on the SC as an ir@%or for \h nan disclosure. In order

S
Shari@- governance that lacks

&)
ision riah audit and Shariah risk

<

udy, THe dis8losure studies also tend to focus

f &
d ergonmental disclosure.

to address the gap of the
comprehensive examinatio Nari
disclosure were condu@tglf‘,t
on accountability, sustainla Hi
It is alsoé& i |
disclosed b %irm, i is&la@a corporate disclosure, and its impact on
% ated 1§\ong academicians and practitioners (Darmadi,

perforn‘% becb
~n 5

2012a). To respond to the chak s on Islamic banks' disclosure elements, the content

o%}g nual report regarding the Shariah governance as requirement practices and the
G' vement of Maqasid Shariah is essential as the corporate concern to the social and
ublic attraction. The reporting in Malaysian companies is still moderate and needs

improvements on their reporting countries (Md Surani & Noradiva, 2019). In addition,

rmati <<6n corporate governance is vital to be
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enhancing reporting will earn stakeholders and community trust, improve public
confidence, improve the relationship with the investors, and indirectly lower the
cost of capital (Gunawan & Lina, 2015; Hawashe, 2019). The ann@rt is
considered the critical document that consists of financial and non-fin eports as
a medium of communication with their stakeholders by providingthe information
regarding the company (Darmadi, 2013b; Scaltrito, 2015). \,

Concerning Magasid Shariah studies, others have Yrth disclosure that
complies with the Shariah-based on Maqasid Shariah andylinks t‘o\bgdrformance

.y
lements ar rlakd@Uman
y ndenyi en@;o known

T

Hity pra@es are part of

of <ﬁth in the society

(Ahmad & Ishak, 2020; Lesmana & Haron, 2019). Th

sustainability, which emphasise the welfare of t

as social responsibility, where the corporatéysoci

Magasid Shariah. Magasid Shariah i@we circulati

through investments sustainability aﬁysw and equi gw
N
economic prosperity. It will ber%communit y«prcz\féag the basic needs for the
X i oficom

E , as well as transparency in

needy and emphasising the right and ml
financial services in o%tolve gi put f‘r{d ﬂ@recognition of private and public

. & |
property ownerswayra,' owe& here are concerns over the Islamic
banks of not bw irely

¢
(Mohammed etal.,[2015). Thus; hefM@ d Shariah disclosure could provide evidence
NN
to the % shav e Isls&c banks consistently support the Muslim and

corrm/ for the interest of @n-mah.
%e elements of Magasid Shariah are widely discussed and studied by many
G rchers and there are numerous studies conducted on Islamic banks and the Magasid
erformance, however, the findings are inconclusive. It is found that the topic of

Magasid Shariah is still lacking (Ahmad & Ishak, 2020). In addition, there is a lack of

istribution leading to

2

'ng W{tﬁ&he implementation of Magasid Shariah
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empirical and theoretical literature dealing between Magasid Shariah and performance
(Bedoui & Mansour, 2014). Magasid Shariah, from an organisational perspectyﬂus
been discussed in a limited scope. Most studies related to Magasid Sharia@ocus
on Islamic banking transactions, systems, and products offered, suc Shariah
contracts executed in Islamic banking, and measuring its achievem(W)ugh Zakat,
Sadagah, and contributions in education and environment. IMrast, this study
identified the Maqasid Shariah's elements in a broader sco mdisclosure; it tests

whether the Magasid Shariah's achievements by Islamig,banks can. influence and
B

improve financial performance. E'\ ’_\C—}
Therefore, this study integrated the prior ies 0 I\/Iﬁq i hari@Gnd CSR.

inter&SR from an

me@Accordingly, the

Similarly, Said et al. (2018) and Bedouin N\M;:SO

Islamic perspective that explains th qaai Shariah

findings of the study can harmonise,i egra@% j'\fhe CSR with Magasid
%o s@

Shariah achievement to meet S ith Magasid Shariah, its

§\ts impact is more significant

on the community and% In addition, E‘e‘Shbah objective incorporating larger

d &
social responsibiljg\vﬁe IsIaT \(momicséddinancial system is justified based on
dr

the necessity toK pot issues re@’tb to the environment, human rights, and

i
¢
dignity as &s)con ic, j tic€, (@Jf/aopment, and social welfare (Tarique et al.,
& NN
2017). % ’ o’y {\
" !

aliyev et al. (2019®7éloped a comprehensive evaluation framework in a

‘% Shariah to measure Islamic banks' performance. Likewise, Asutay and
in

gtyas (2015), Iryani et al., (2019), Mohammed et al., (2015), Rusydiana and Al-

achievement can be realise '}R)ad

arisi, and Al-Mubarak and Osmani (2010) also used the Maqgasid Shariah to measure

the level of performance of Islamic Banks in several countries. In contrast, this study,

9



on the Magasid Shariah disclosure, was designed to investigate the association between
Magasid Shariah and the performance of Islamic banks. Therefore, this studyw
the content analysis method to reveal the level of disclosure of Islamic bank@ning

the Magasid Shariah achievement. A

In addition, this study combined two disclosures, namely, Shariahdgovernance and
Magasid Shariah, where the prior study was conducted only_on lah governance,
while Magasid Shariah was examined in a separate &;) bining Shariah
governance and Magasid Shariah shows a unique combination sincefthe Shariah

AL
governance objective is towards the achievements agasid S ati Q@over,
M .

unlike previous studies, in this study, the Shasgi agasid Shariah

ing th@;‘szlosure item

to investigate the relationship betw iah gove a@(Maqasid Shariah
disclosure and Islamic banks' perfo%e in Malaysi T -

disclosure are presented as the independent

S
Furthermore, the decisio on §1aria mattezf}s constrained by a Shariah

board that sanctions or rejects an rojo S Injthe I@f Islamic law. However, the
BOD is responsible 1@5 poin‘t‘ ent f“ﬁwe@ the management of business
Y

operations also rest Wboarf' \Ids Gha

monitoring thaw Ximi 'mpa@;"'value. Still, in relation to the board, the
company's %ance de‘e? Jn @ corporate governance indicators' attributes
ikh

NN
(Bukhai mani; )y In a':EBrporate organisation, the role of the BOD is

&

permAThe BOD is respor@é for setting and approving the overall policy and
@and monitoring the progress toward corporate objectives (Safieddine, 2009).
Many studies have looked at the BOD as an essential element associated with the

erformance, especially its role as a mediator (Darmadi, 2011). Therefore, this study

008). The BOD may lead to a higher

examined the impact of the BOD on performance. Further, this study tested the

10



mediation effect by testing the board's function in mediating the relationship between
Shariah governance disclosure and the performance of Islamic banks and invew
whether the Board mediates the relationship between Magasid Shariah% mic
Bank's performance. A

In this study, the board consists of BOD size, BOD independence, BOD meeting
and Muslim in BOD (Ghaffar, 2014; Shatnawi, 2020). The IMip between the
BOD and the performance of Islamic banks has been dis &1.

numerous studies,

however, the findings are inconclusive. The BOD iS®gspon 'bl‘é\t@tting and
X

progress towafd .@orate

: I,Q ' anksjzg BOD is

X
S ofv?har gov e practice is
to ensure that all the activities complwariah. é

A firm's financial performan be mea\ed\%se Q@rofitability, return on
'}t"' y N
assets (ROA), return on equity (%nd bt-t mity({ﬁ) (DER). These financial

measures have a significantimpacton

approving the overall policy and strategy and moni

objectives (Chapra & Ahmad cited in Safieddi

responsible for the decision-making, while

company to achieve i Y There:l‘ re, this Qtudb'aimed to analyse the impact of

&
Shariah governanc Qi,;c~losure la i S\§mh disclosure on the performance of

is Séfc'ritical in demonstrating the significance

Islamic Banks in,Malaysia.
@
of the BOD &adiat r t:i?ﬁale}gr?ormance. Based on the issues raised above,
\
%s yabe

the researc tions stud

Y"
foIIQA c.}'
N -
OE Research Questions and Research Objectives

The present research was conducted based on the research questions and

ere formulated and presented in the section that

objectives of the study.
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1.3.1 Research Questions
1. What is the relationship between Shariah Governance (SC, Shariah a\wnd
Shariah risk) disclosure and Islamic banks' performance? ('}
2. What is the relationship between Maqgasid Shariah discb& and the
performance of Islamic banks in Malaysia? Y.
3. Does the BOD (BOD size, BOD independence, BOD_meeting, Muslim in the

BOD) mediates the relationship between Sharial vZnamie and Magasid

Shariah with the financial performance? '\d
]
Y
| S

1.3.2 Research Obijectives b 4 \/‘T

riah @ and Shariah

)

ks' performance.

1. Toinvestigate the impact of Shariahgovernanc

risk) on Islamic banks' perforr\&)

2. To examine the impact of asid Shar \olp\lqa
. N :
3. a. To assess the mediati of BOD ere ship between Shariah

governance and them'nic orma,@.

b. To assess t}‘%gion ef ‘;jpt@he relationship between Magasid
Sharia Ne Isla‘nic ’s per ance.
K &

1.4 The Signifi nce/ft
N priof i ave‘z. pirically and conceptually discussed the Shariah

e, Magasid Shariah@OD function, and the performance. However, those

stif%nainly examined the Shariah governance and Magasid Shariah in a single study.
& , this condition inspired the current study to investigate whether the BOD plays a
ediating function in the relationship between the Shariah governance disclosure and

Magasid Shariah disclosure on the performance of Islamic banks.

(¢}

gov.
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The primary objective of this study highlights the disclosure and transparency of
the Islamic Banks on the Shariah governance and Magasid Shariah. The dISC|CTT
the Shariah governance information is essential for the shareholde@s\other
stakeholders to access accurate information and decision-making. nies may
disclose the social information in their corporate reports to strengthen théir transparency
policy, enhance their reputation, and meet the needs and interests of the community
(Hassan & Harahap, 2010). In addition, the disclosure mc]asm Shariah as

additional information seems to be consistent with legitima Wy, which
emphasises the aim of disclosure to Iegltlmlse@ms behavi W |d|ng
information intended to affect the stakeholders y's r ( hlemstra
2000). \, Q\\T

Based on the current literature, @many studies’on S@%h governance in

a different study setting. In contra is study %e |gm icant with the multi-
theoretical framework. This r% is aﬂ extension t e existing studies, and

therefore, it contributes int fa[ empirical on Shariah governance and

an extension tothedev% ofth: eor ?dn@lslamlc perspective. Meanwhile,
naftce and

the combination of Shariah 9@2 Sld Shariah disclosure and the BOD
has been identifi ' Ie's erent characteristics with a different

theoretical e heref e, (he%(t?eorles could be evident, and they contribute
‘\

to futur t d| based mp| al study concerning the board's role that mediates

the fSharlah governan@ﬁ the Islamic banks' performance.

|s study used updated data on Shariah governance, Magasid Shariah, and the
as a mediator function on Islamic banks' performance, especially on the Shariah
overnance, by combining the SGF 2010 and SGPD 2019. For academic purposes, this

study guides Shariah governance in Islamic organisations regarding the
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implementation, practices, and impact on firms' performance. Moreover, this study
provides the current guidelines for developing the Shariah governance items vﬂm
mainly based on the SGF 2010 and SGPD 2019. (’}

This study highlights financial performance as being crucial fo pany and
other interested parties, such as shareholders, managers, suppliers, customers, and tax
authorities as potential taxpayers. The financial performance beC@mes attention to
measure the stability of a firm to gain profits and interest fr &o.m

pfany. In addition,

financial performance can increase confidence within thesinterested uch as the

“aX
tax authorities having the opportunity to colle@y from a ¢ aﬁy_@ will
contribute to the country's economy. From ayfirm’ pe&&t' strqd&financial

ising,pro

performance is a significant factor in maxi fits. dition,éb?;a Muslim's

non‘@evelopment, such

}'{\smdy, the industry can

perspective, the income from a busine ﬁ@ntribute t

as paying taxes or Zakat to assist t?{%dy. Thu,\Fn'o
N
consider the Shariah governant%/ia agd Shariah %ﬁl@nts that might influence
X
\ A

P

the firm's performance.

This study is %cecau‘s‘J it a:xl en@ﬁce the Shariah governance to
&
complement the c@racticr dustrys.Apart from that, it is also vital for the
e in

public and priv. ituti mot lﬁ/lslamic financial system as a business
¢

entity from amic perspective ﬂqrongh hariah governance and emphasise Magasid
%_ NN
e

Shariah% ghest’r Pion in:Eh\e Islamic institution and the society. In addition,
Y—

the of this study may@ét managers in understanding the need to improve

%Xg!overnance and emphasising the importance of Magasid Shariah and the quality
iSC

Q losure level in Islamic banks' corporate reports. In addition, the findings of the
dy are also significant in improving the responsibilities and functions of the BODs

in mediating the roles of Shariah governance to the performance.
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1.5 Scope of the Study

This study investigated the effects of Shariah governance mechanis
Shariah audit and Shariah risk), Magasid Shariah as independent variables, @ncial
performance (ROA, ROE, DER) as dependent variables. This study alsu&@mined the
function of BOD characteristics (BOD size, BOD independence, eeting and
Muslim in BOD) in mediating the relationship between indepen and dependent
variables. %. l

As the study focuses on disclosure, secondary data‘gathered from,_| ‘ic Banks'
annual reports were examined. All the information the data in isj S@Tvere
obtained from similar sources. The reporting ars as a ential %&Enism to

N

provide information to the stakeholdersasuch,as c. T isclosure of

1
information in the annual report becon\%andard C nic@? tool between the

organisation and the public or othe@Seholde

pected information regarding
N
the Shariah governance and ot jah nfatters. 9 Q(?

AN &
Other than Shariah govern ceJi , the @qasid Shariah represents the
Th

voluntary mechanisms%zic banks.
’

at the necessary Ievd{humar

welfare. The MagasidsShari

Maqa@i Shariah refers to social welfare
:

ludi eserving the faith and other human

ts in(tﬁs' study consist of the items related to the
!

¢
services provi Islamic b illrg, 'Ctje al and external welfare, such as employees
%’ Y
and soc% envirohm }preseéhtion. In general, it consists of the elements of

Y—-
Cswamic banks in pres@ng the welfare of society. This study measured the
\

e level regarding the Magasid Shariah, which might influence the performance

6 lamic banks.
In addition, this study emphasises several theories related to this study. It began

with the Intellectual Capital Model (ICM) as an underpinning theory. Then, the other
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theories, including the stewardship theory, stakeholder theory, and legitimacy theory,
were utilised to explain the nature of the study. The agency theory mainly explw
Shariah governance as a typical corporate governance theory, stewardshl@, and
stakeholder theory. Meanwhile, the Magasid Shariah has been eﬂé&d by the
stakeholder and legitimacy theories. The legitimacy theory expl both Shariah

governance and Magasid Shariah in terms of disclosure.

1.6  Structure of the Thesis \d
@

Yw
This thesis is organized into five chapters. ollowing pt}r,_\@rch is

arc{ ity in{@‘?financial

industry and Islamic perspectives. This W ntroe\uce esS governance

Chapter Two explains the disclosure, transpar

practices in Malaysia, including the p guidelines, a me@ft In addition, this

chapter highlights the Magasid Sh% its app\iﬂga E}hevements in Islamic
\

banking perspectives. Also, hi i he gaps in euemz(/ literature and guides the

present study. Finally, thls e res framework and developed

the hypothesis based o c@e 'que.@tatlve research objectives.
ch m

Chapter Thre scrlbes ] s employed in this study to achieve

the identified @{ ter ssed the research paradigms, research

strategies, % of eas r pf otcj?and data analysis tools.

C p r Four pfovi ‘me stu&results including the descriptive analysis. This
chaﬂ%o provides the resul egﬂe study based on SmartPLS data analysis. The result

| apter has been discussed based on the research objectives of the study.
: Chapter Five is conclusion chapter highlighted the theoretical and practical
plications, limitations, and ends with the recommendations for future research.
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