CHAPTER 6 Y~
CONCLUSIONS, LIMITATIONS, AND RECOMMENDAM;

6.1 Introduction V
d

This chapter presents a summary and the conclusion o y. This chapter

consists of seven sections. The overview of the study is ed i'l section 6.2. A

summary of findings for the primary outcomes of this

N
6.3. The implications of the study, which involve ¢ and practieal ’mm(fc%tions,

are discussed in section 6.4. Limitations mhere?!he SNQQ SCUSSBdYI;I section

6.5, followed by several suggestions for@ﬁeseaﬁh in Section*6.6. Finally, the
&
conclusion of the study is presented in seetion’6.7. O
\ Y
A
a S
N

6.2 Overview of the Study ‘é “ £5
R
The current study's % purtose to ‘gvide evidence regarding the

&,

(

relationship between c% gove:p nce ﬁc@ns and financial performance in
the Malaysian T a\n‘compfm\‘n addition; the study aimed to examine the

&

moderating eff\of CQ , AQ\}and financial performance. The sample

' S
included aldhia T/ka n(pg@_e; from 2010 to 2017. The sample comprised
jes taine

11 com ata e m annual reports.

to recent crises ands@fdals in the world and the context of Malaysia (e.qg.,

% scandal in 2019, the global financial crisis of 2007-2008 and the Asian
in

Q ncial Crisis in 1997), academic research on the role of BOD and AC was
cessary. Internal
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corporate governance mechanisms such as BOD and AC are expected to play a
substantial role in achieving a company's goals, shareholders' desires, and inc?’ng
its value. (’}

The current study focused on the agency problem, a central pr&acing the
world's business. An agency problem arises between the agent and the owner or
majority and the minority shareholders due to the “separ: tiMownership and
control” (Jensen & Meckling, 1976). Several external a 'mtrols, commonly
known as corporate governance, have been suggested to entrol stich S.

Ay
Based on the above issues, this study deveﬂ%our resear otje@. To
er

achieve these objectives, four research questi % d, m@%’ﬁ are as

(narué;:rBoard Size,
uin@“directors, Board

follows: 1) Does board effectiveness at w id

Board Director Independence, Executive mbership;

Meeting Frequency, and Board G@)Divers@i\m(xe (;tjz/\E'neSS at an aggregate

N,
level (as composite score) afﬁ% finaﬂcial rtiorrgzéa of Malaysian Takaful
companies? 2) Does audit mel Iveness a@ndividual level, (namely AC
Chairman Specializati&zi'ze, I eiplendq\gte and Meeting frequency) and

'3

_ A 44N .
effectiveness at ggregit:P (as gaposne score) affect the financial
alaysian
¢

performance of 'com@és? 3) What, if any, is the moderating

impact of t %ah committee {ua@ on board of director’s effectiveness on the

NN
financia% mangceé .of Iaysisﬁ\Takaful companies? 4) What, if any, is the
mo@&] impact of the Sha@éommittee quality on audit committee characteristic

o%&nancial performance of Malaysian Takaful companies?

: To answer these research questions and achieve the objectives a conceptual
amework and research hypotheses are developed. Data were collected from annual

reports of Malaysian Takaful companies during the study period to collect data of
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BOD, AC, SCQ and financial performance to validate the framework and hypotheses.

The data were analyzed using STATA version 16.0 to confirm the pw

hypotheses. (ﬁ\
6.3 Summary of Findings ?

In Malaysia's context, research on the role of BOD, AC an was motivated

by renewed interest evinced due to recent crises and %@her fore, BOD and

AC, as internal corporate governance mechanisms, expe eWy a more

proactive role in discharging their fiduciary ro@provi g fir qe&(%:za:lce.
th i

Thus, this study's first objective was to exami

directors’ effectiveness and financial performance’in

BOD consists of seven sub- 'gfe;that are

effectiveness. For H1 concerning ((y%i of diﬁ\()\%
associati

f}éﬁtudy discovered that,
as projected, board size had ificafit tlon@n financial performance

-

ii@ﬂt relationship with EPS.

N &
and board size had no effect on ROA fTak@l companies in Malaysia. On
Ian igh

the other hand, board positi

4
This result w. conS|ster|1 \Th\ ewagtjy% Theory assumes that owners and

managers wor&&&per :

!
stakeholders' ‘&31 (Davis et al., 1§9Zi%erefore, small board size is better than big
%v N
size bo% he OWM with@’s consistent with Agency Theory, which states

Yv
that@ge boards can make@;abrdination and decision-making more complex and
\

& efficiency and performance because it is challenging to obtain mutual

t achie%'the greatest return and increase all

agreement between members (Chiang, 2005). Resource dependency theory which
osits that large board size diversifies experience, increasing specialists boosts strong

decision making. No exact number of BOD members is articulated the MCCG. This
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flexibility gave the Takaful companies the right to appoint any number of members
they desire, whether large or small. This study's finding showed strong ewde?ﬂt
the size of the BODs should be considered, with their number close to @n the
board. A large board had no impact on the accounting-based perf e metrics
(ROA and ROE), while it positively affected market-based performaneé (EPS).
Regarding board independence (H2), The study found% d independence

had a positive and significant relationship with ROA an tt'e other hand, it

had a positive but insignificant relationship with ROE.SA high pe of board
independence increases investors' confidence in | compani I'] ‘@aysm
which can explain the positive effect with the E S \j("

The finding is in line with Agency W at aisu that Vi number of

independent directors gives added val &mpany b vid@he company with

independent ideas and unique e nces. % dlng also supports

\
Resource Dependence Theory‘éargu& tha ndepgg@?]t directors' presence on

the board introducing ne Xn [) ) a@ppllers and enhances vital
t& Dalziel, 0!3

resources acquisition % f ) nsequently, this study proposes
that independen '@ers Flr \:g IS a%&mcal factor in Malaysian Takaful
ma &

companies' perf

In bnEf: r mde ende dlf'ec&(?)n the board cause company performance to

mcreaseQ,

WhICh leads to mpro@tﬁents in decision-making and a positive impact on

gum ';hat m&\pendent directors provide a strong governance

ormance.
For the third (H3) hypothesis, the study found a positive and significant
atlonshlp on ROE, and positive and insignificant relationship on ROA, but a

negative and significant relationship with EPS. This could be because an increase in
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executive membership can make decision-making fast and timely, which can
positively impact ROE. The finding agrees with Stewardship Theory that sugg

managers and executives board members are willing to do their duties f@irm's
growth (Doa & Ngo, 2020). However, the executive membership con jon might

worry investors, making it a negative predictor of the ROA and EPS. ?

For the fourth hypothesis, the study proposed that the efject of¥Muslim director
's find

on financial performance would be positive (H4). This s ings indicate that

ignifi n't\q@dnship with
ay

having Muslim directors on the board had a positive an

the ROA, ROE, and EPS. This positive effect could ause Islam i ttfe @on of
the majority of Malaysians. Having Muslim di on the mig@nake the

customers more comfortable and Williﬁ\t} malvi tr actio@‘v?th Takaful

companies, positively impacting RM)EOE. Thei res@ will also make

investors desire to trade the share o ompan \d{gpa ,@S positively.

o
T@y in that a diversity of
&

religions can enhance fir e%maI rough s@g expertise, knowledge and
experience in the deci%tng pr:J' SS z}nhy,\ZMS).

| & .
This study u wkehol y frgah Islamic viewpoint as a theoretical

This finding agrees wit ce IS'epen ney

framework, wh oth 'ln an(:éa‘dsting literature before. According to the
¢
Stakeholder Ory, an incr e"in number would improve the degree of

/t

shareholde gresem i0

Y-
the 's decisions (Ghayad 2@98).
N

\e frequency of board meetings was proposed to affect the performance of

'No ind@dual or small group of people would dominate

ompanies in H5. In line with Agency Theory, the study hypothesized that board
eetings would positively affect firm performance, in that an increase in the number

of board meetings would increase corporate performance. However, the findings
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indicated that a negative and significant relationship between board meetings and firm
performance. These results are inconsistent with Agency Theory, which expe t
frequency of board meetings would enhance the board’s ability to %\more
outstanding capabilities in advising, disciplining, and monitoring mﬁ;@ent, thus
improving performance (Vafeas, 1999; Jensen, 1993; Lipton & Lorschf1992).

The reasons for this negative relationship could be se\%. ard meetings in

the context of Takaful companies in Malaysia are costl e me,ating requires a

her eeWenses that
"AX

might affect the companies' ROA and ROE and n@y impagt in to’s,‘@cting
4

<

negatively on the EPS.
In line with this finding, the Ste\h@; T \ugges@ggt board of

directors’ meetings are irrelevant to ementing a boasd’s g@\ance obligations

because monitoring is an entirel;&%ogenous S 'h&h' and Lasfer, 2007).

N,
However, with the existence n%t Wifﬁ Agency T‘Q , the study’s results are

compatible with previous 3%5' Ad et al. 201&% Mehdi, 2007; Ntim, 2009;

Albassam, 2014). % y ( 0

5 &
In H6, gendersdiversity

osed ve a positive and significant effect
on financial pew e. The_ fi |
¢
diversity c@al perform ce“w@sitive. Thus, an increase in the number of

company to prepare for the place, food, allowances, an

\e positive effect can be attributed to the fact that women's presence among
oard members might improve the process of the decision-making and bring unique
erspectives and ideas to a firm, which thereby improve account-based and market

performance. A diversified board will have enriched ideas, and the varying
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perspectives of males and females will impact the services provided by Takaful
companies and increase their financial performance because they can fulfil th
and desires of both genders. This could explain the positive and signifit@ct of
women directors on boards in Malaysia and their positive role in ﬂ&nting and
market-based performance.
In line with this finding, previous studies have indi tMt board gender
3-

diversity is essential for enriching companies' ideas a

instance, Mai (2021) The results show that female bo f di cw a positive
23
o | A4
and significant influence on bank performance. Ja and h d'(%&ﬁ@~ who
found that more gender-diverse BOD and SS pe ted t e better financial

i et al.@%') found that

uct 'offerings. For

gender diversity on the BOD improve% ian companies' fin@ﬁal performance.
The seventh hypothesis (HY)%osed tha\m\Wnp ];Q board effectiveness

(composite measure) on financi rmal%e wauld be pr}%ﬁ\lve and significant. The
findings showed that the_effect was*positive a
hypothetical relations@n thi];wj [ 0‘

enes

ignificant, confirming the
4 $ &
The positive t of boalr
companies in l&l’%’a th

é Id be due to the notion that Takaful
8 l

ability to s@cisio s wil em"oy([;gative accounting and market performance.
NN
This is % board eff yenesé\ndicates that the board is active and can create

effeﬂ,j&trategies that lead t@étter financial performance of Takaful companies in

Y,

tron ‘%Jdership with high experience and the

Q The positive effect of board effectiveness on financial performance is consistent
i

ith Agency Theory, which suggests that enhancing the effectiveness of the internal

corporate mechanisms, such as the board of directors and audit committee leads to
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reduced agency conflicts and hence should have a mitigating effect on financial
performance (Cohen et al., 2002; Mallin, 2007; Habbash, 2010). The findiwﬂo
aligns with previous studies that found a positive effect between board @ness
and financial performance (e.g., Yousuf, 2010; Al-Ebel, 2013; h, 2015;
Makhlouf et al., 2017; Mathew et. al., 2018). Y'

H8 was predicted that the effect of AC chairman specialization on financial
performance would be positive. The findings showed tha Y;t f AC chairman

specialization positively affected ROE and had a posi but i siw effect on
A%
ialization R¢)E_£e?md be

C % i and@z;nitor the
RG{A EPS. Vi;'ese reports.

Thus, when the AC chairman is sp& hza this a the@fﬁlity of financial
reporting. cq \T ,<\

ROA and EPS. The positive effect of AC chairman

related to the notion that the primary missi

financial reports, and the ROE involves e

>

This result is consistent

good experience means div. Ng rel

potentially affect finar% ed a(}i itie suéhsb‘he ROE but not the operational

activities such as Wnd nlaz\hac guch as EPS. In this study, most AC
chairpersons /%nci 'oun ,%(Nhich could have crucial financial
¢
performancE Eg@atio in M a)giar(_'l;(aaful companies.
\
C% g audi mittee size (H9), this study found a positive and

sigrﬂj& relationship betwe@ size and ROA, ROE and EPS. Based on Agency

:ES» this study hypothesized that audit committee size is expected to enhance
i

Theory argument that

'@/ed performance. This could

Q cial performance. Moreover, this result is in line with previous studies that found
significant relationship between audit committee size and financial performance.

(Heenetigala & Armstrong, 2011; Swamy, 2011; Al-Matari et al., 2012a). This is so
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because the audit committee is primarily developed to increase the financial
disclosure. Moreover, the audit committee is one of the main elements of ?BG
system that plays a key role in monitoring the internal control@mrk
effectiveness and overseeing and reviewing the companies' financial %g. There
was a significant association between audit committee sizeand corporate
performance. \)

For AC independence (H10), this study hypothe Y.pos'rive association
between AC independence and corporate performance. d on the statistical results,
this study found a significant relationship betw@
performance. Therefore, an increase in A en\

Ci
corporate performance of Takaful companiés,in Iaysi?.

The positive effect could be because indepen

independe e’w(@vr:cial
e Wi |tive]¥§§ffect the
X

is @%al for companies

to ensure that the reporting of fi ial resul \e\gan g@n and accurate. This

affects accounting-based perfo%metr S, S

hand, an increase in AC iuﬁsv ncl es aka@mpanies good reputation. It
encourages investors w deals with ;ée @panies, which affects the EPS

S
«@s RQA’and ROE. On the other

s &
positively. \ \l§ é./
Accordingyto thevAge ry, aé&ommittee independence plays a crucial

!
¢
role in guar (@ that auditing 6ra tices are observing in financial reports, which

NN
leads to% ase of.Co iny pe&?rmance (Fama & Jensen, 1983). Therefore, this
ports the Sarbane@(ley Act (2002) recommendation that the audit

res
@ee should have a majority of independent members avoid conflicts between
G gers and owners and improve companies' performance. An effective AC should
omprise independent experts and well-informed members and possess sufficient

authority (Mohiuddin & Karbhari, 2010).
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H11 hypothesized a positive relationship between the number of AC meetings

and financial performance. The findings showed that the effect of AC meet

9

ROA and ROE was not statistically significant, indicating no relationship th

D

@)

number of AC meetings and financial performance. The relations een A

{3,

meetings and EPS was negative but insignificant. Accordingly, AC meetings did not

4

affect the financial performance of Takaful companies in Malaysia.
The negative finding indicates that an increase in &:uerlcy of meetings

leads to decreased financial performance. This is becausésthere afe M‘ted to the

frequency of meetings of the AC committee, s as manageri I'ti@hotel

I cuztgzadversely

accommodation, travel costs, and meeting exp? hese additi
mpanie

ysia. %\T

impact the financial performance of Takaf

This result is inconsistent with ncy,/Theory, sug@é‘f’s that more audit

committees meeting would reduce proble\.nge qg:}here is support for the
N,

results of this study in the findi Abdm and aneen@)OG) and Mohd Saleh et

al. (2007) in Malaysia, Whﬁ' mat(I[ a cree@' the number of AC meeting
esJ |

can improve the perfo companies. 0’
4 ’ &
For the effX?C eff'e:\%e s on cial performance, H12 proposed a
positive effect w A 'enest:)gd financial performance. The findings
¢
showed thEE (ﬁ)ffect of A E"oncjh financial performance was positive and
in

NN
significant,sindicating” that incre@in the ACE will result in a positive increase in

s

the fi ial performance of Tzil%ﬂjl companies in Malaysia.
N
i\ﬂne positive effect of ACE on financial performance could be related to the
ofion that AC is one mechanism of corporate governance and having an effective AC

an lead to more accurate decisions and transparency in financial reporting. This could
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lead to a positive impact on the accounting and market-based performance of Takaful
companies in Malaysia. Yv

These findings are consistent with Agency Theory which s@ that
enhancing the effectiveness of the internal corporate mechanisms, suc)ﬁ& board of
directors and audit committee lead to reduce agency conflicts and heneé should have a
mitigating effect on financial performance (Cohen et al M Mallin, 2007;
Habbash, 2010). The findings are also in line with previo zs.ﬂ]at examined the

effect of AC effectiveness on financial performance Yousuf; ; Al-Ebel,

The inconclusive results reported by earli dies efc d reééﬁchers to

t of c@gzr;te directors

nd<<

y. tnisSthis study's third and
N

search for other intervening variables that

and impact the relationship betwee ard_effectiven effectiveness on

corporate performance, such as Sha@j

fourth objectives were related pact of the SCQ on the

association between the E%E/\'@nd

directors’ effective and @Q performance, the study adopted a

composite meaw e 1T ffectiveness and AC effectiveness from
¢

existing stus'igfa capture th agﬁre ate” influence of board effectiveness and AC
D)o‘

effectiv% b g
o o

arding the moderat'\rtg\)r'ole of SCQ (H13): the study found that SCQ plays

o

a Nﬁicant role in determining the relationship between BODE and financial
erformance. The result means that the presence of SCQ on the board of directors can
crease the association between the board of directors' corporate performance

effectiveness. This supports the hypothesis of a positive relationship.

262



This finding could be because when the SCQ is high quality or effective, more
accurate financial monitoring decisions can be made, and better performancew
achieved. It also could be because Islam is the religion of the majority of @ and
having high-quality Shariah committee give the impression thﬂAﬁg Takaful

companies are Shariah-compliant. This, in turn, encourages customerg’and citizens to

deal with these companies. This finding is consistent with thNErus studies (i.e.,
w

Rasli et al., 2020; Neifar et al., 2020; Ajili & Bouri, hc' found Shariah

icant w role on
X

performance. J _\‘-}

Supervisory board quality had a positive and sig

The positive interaction indicates a hi ity S€ i alaysian Takaful

companies leads to an increase in the& relationship bet VzEODE with

financial performance. \
Regarding the moderating @50f S \("Hﬁl) tt{\findings indicated a
E y N,

moderating effect of SQC betw%E on'?QOA d RC();%(.?till, they did not support
n%*{

‘@positive interaction indicates

a moderating effect of SC% n AI: é
that a high-quality SC.i ysian Takaful ¢o ies leads to an increase in the

g $ &

eneﬁuﬁh ROA and ROE. The insignificant

positive relationship*etween ,1

moderating eff& Q
¢
directly inv 6@

ACEC}%d EPS could be because the AC is not

d—

n Takaful n{)arc'_e(j?operations decisions. Instead, it is more

"
concerr% auditi m ring financial reports. Thus, customers and

invej,&o not pay attention t@ﬂe AC committee as much as they monitor the board
N

0 \fors’ activities. These findings are in agreement with previous studies that

T
ted out the role of SCQ in improving the performance and its ability to moderate

&
e effect of ACE on the financial performance (i.e., Rasli et al., 2020; Neifar et al.,

2020; Safitri & Mukhibad, 2020; Ajili & Bouri, 2018).
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Otherwise, the result found this could support the findings of not moderating or
affect the relationship between ACE on EPS. This result can be justified becal

SC focuses on the compliance of Shariah more than the result of EPS. (0\

6.4 Contributions and Implications of the Study Q
The current study offers many contributions and implications, which include
academic and practical implications. The outcomes of t esi pr(ivide significant

evidence from a developing country that contributes to liter uw influence
L ]

of the board of directors’ effectiveness on comp@orman and O'm ove the
corporate governance practices in the Middl st¥and Adia. region %R'Malaysia
\lzed Q)&ber countries
@& for developing

particularly. Therefore, this research's find%z b

subsections:

6.4.1 Academic Cont% and |

’ 2
First, this the&{esults gﬁ:‘r contributions to the academic and

research com it es @Mg the deficiency of formal studies
| ¢ Do S | | |
focusing on related dG@f ctiveness, Shariah Committee and firm
% NN
perform% alaﬁ%_}? t esié?.upports the body of knowledge and the growing
literature,regarding CG mechar@‘ns, the Shariah Committee and firm performance in
\
%&an Takaful companies. The findings also serve as references on current issues
in‘the Malaysia market for researchers to further search for ways to improve corporate
overnance in developing countries. The findings are advantageous to researchers

because they offer empirical evidence on the issues concerning agency conflicts

264



between the minority and majority shareholders in Malaysia and how they should be

managed. YV

Second, a strong point of the research relates to the fact that it brings rical
evidence from a relatively a new cultural context considering that m e studies
have taken place in the UK, USA, Canada, and India. This is the first study that has
studied CG effectiveness, AC, SCQ and financial performar% alaysia. This is

significant in permitting tests of the broader validity of fi s @erived from research

conducted in a developing country context. .\d‘

Third, this thesis contributes to academic @ge in & disti
Malaysian Takaful companies, which is the of andoutsi fin@ﬁl expert
tside L@S(;al expert is
mp@%ut is assigned to

assigned as a member of the audit commitlQ\U) allypthis

not a member of the board of directorwa]ployee 0

the audit committee for his knov%m base%&l ad:ﬁffairs experience. In
N,

addition, this thesis introduc%iquelﬂess akati.')companies and IFIs in

RN

Malaysia and how they do %hhesl N
Fourth, this stu% iders ‘I‘E%‘d m@'el approach as an appropriate
twee

method to estim:%relmb é(B%Ds and AC's effectiveness at an

aggregate Ievelﬂd indi 'vel ith’ corporate performance. This will have

valuable i %ns r‘res rc{erU diversify corporate governance research
S

NN
further.% fergh ',rese ers, the findings support the notion that a
conﬁ@)n of corporate g\ nance effectiveness is considered superior to

individual metrics. This is because corporate governance effectiveness is realized

d gh different means and a particular characteristic’s effectiveness depends on the

ffectiveness of others. The findings of composite measures of the BOD and AC
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demonstrate that individual corporate governance effectiveness need to be combined

to improve corporate performance practices. YV
Finally, concerning theoretical implications, this study’s result%xthen
Agency Theory in clarifying corporate governance practices corporate

performance in Malaysia. It aims at supporting Agency Theory’s%pposition that

corporate performance is an invaluable tool for reducing age ct especially in
Malaysia. The results show a significant association be rp ate governance
effectiveness (i.e., BOD and AC) and financial perform d| ed on the
perspective of Resource Stewardship and Stakehol heories, ;’ar_i@ was
found to be more evident in this thesis. Th| au e er (R?icts as a
resource or steward for the companies. T 0 er/r urce gébwner/steward

6.4.2 Practical Contributions Ilca?lons
The results have pr ica |m;1 AjThe dlngs are of value to the

investors, shareholder% ies, regulat ,'a e publlc in their efforts to limit

poor corporate p@ Iil anci he quality of corporate governance
sc

effectiveness. T. €an eIop corporate governance practlces in

“

Malaysia bf I ng |st|n r(ﬁm@%n%nts and applying practical guidelines to
t

NN
tual @n ?ived-vihderstanding of some rules. Consequently, this

v

stu dlngs demonstrate ,that'the existence of the BODs and AC are effective

\
|§a s by which investors and shareholders can efficiently estimate Malaysian
f

maintal

Q ul companies' likelihood of improving their performance. In reality, the results
ave shown BOD and AC play a crucial role in improving corporate performance

practices.
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Second, the outcomes of this thesis provide significant evidence from an
emerging economy such as Malaysia where the policymakers (Malaysian Inst
Corporate Governance (MICG), Bank Negara Malaysia (BNM) and Bu@ysia
(BM)) could develop regulations based on empirical results, not on mkl or non-
deliberate decisions. The result of this study might serve as a basig for Malaysian

regulators to enhance the existing corporate governance ef{eMss by directing
b

Takaful companies to establish robust and high-quality b pa I,e of making the
correct decisions. Results from this study indicate the 'nth director
3

variable has a significant influence on financial perfo ce. I _\‘-}

Third, the results provide BNM with pr? fo@ revie\vgzaorporate

e the%g. in Takaful

d to %ease the level of

governance practices, especially BODs

companies effectively. The results suw practica

independence, women participatior@ﬁboard S|\as$ey

N,
the relationship between the b%dire&ors, an(@rporate performance. In
x &
su

light of the aforementionedﬁN jl 0 me @ BODs and AC are sound in

protecting shareholder§’ i ts in campa ies| 'B@'efore, in this context, the BNM
4 F &

should improve&te gf \ﬁc re@aﬂons , thereby legislating further

regulations tha{ ct minority” shar h%?'ders’ rights to enhance corporate

¢

!
performanc \S@Mal ysian ak{futcic?]panies.
%, _ NN

J,icatimé}or regulatory authorities and policymakers, this

v

dings will help BNM:regulators address the factors affecting Malaysia's
N

c \P&e performance to be more decisive towards improving corporate performance.

:T findings can be used as empirical support for developing their regulations and
a

king further corporate governance recommendations. Stock market authorities can

K‘e\significant effects on

=
o

4

stu

also use this study’s results to assess the current requirements of corporate governance
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practices and the role of corporate governance structures in enhancing the quality of
corporate performance. New corporate governance regulations and reviewsw
present corporate governance codes should be based on empirical researcf@} that
provided by this study. *

Finally, this study offers a clear interpretation to comprehend Rr.n'pact of SCQ
on corporate performance in Malaysian Takaful companie N with this, the
results will aid Malaysia's regulatory bodies, such as the sY:alrate the existing

listing requirements and ownership structure in sian TMompanies.

ent prgof to thd t&é\g‘and

ra% ce sQ/K.(':tices in
ome XN
S Vo
6.5 Limitations of the Study \ A
This study provides a clea cl&)) ofo h%ajatetgo ernance effectiveness

o
perf@ce. However, limitations

Additionally, this work serves as an awareness an
related parties to know whether the curre

Malaysian Takaful firms produce the expe

Malaysian Takaful companie“ﬂ nce fi

always exist for studies. EWough’this e isSa.éf\ealized its objectives and has
é : [

made significant contributions to_this rm(-q}r}ea, it is not free from limitations,

which should be @ed @a fair@pretation and adoption of its findings.
N

First, t M s lim d" to M%Hysian Takaful companies. Other sectors

were not in \I:is tu yﬁaﬁse they are different in their nature and

s

regul 'wan the other éctofg'Therefore, findings from this study cannot be
: § N

ge% to these sectors. \c'3
%econd, the study used ten years to measure the financial performance of

OIaysian Takaful companies (i.e. for the period 2010-2019). Thus, the findings

should be interpreted based on the period of the study.
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Third, the study mainly examined the association between internal corporate
governance structures, using ten independent variables (i.e., Board Size,
Director Independence, Executive membership, Muslim Directors, Bo@eting
Frequency, Board Gender Diversity, AC Chairman Specialization,‘ksize, AC
Independence and Meeting Frequency). These variables were selmue to their
relevance to the Malaysian Takaful companies. Other variabl VMnored.

Fourth, the study used market- and accounting-base 0 anie measurement.
However, accounting-based performance measuremen its eawils it only
captures historical data. Many measurements can used e udte _\f-@ncial
performance. However, the measurements de n thi RO%‘EOE, and
i nce. é‘?
bo@%f directors, audit

EPS) are used widely to measure compani

Fifth, there are other metrics of effectiveness 0

—+

committee and Shariah committee re imp\m u g@\not examined in this
study due to the lack of informatiens é q 43%

The last limitation was_related t ag@ data. The data used in this
study were collected f%;t;u l p dg:/@uently, other variables that may

amin or instance, the qualitative nature of

affect financial per wce Wi‘ i

the board of direc a 'co e effectiveness were not examined.

Furthermor %)asso ation elﬁ/e@j‘goard members with those of the audit
\

commit%hrnal,‘a i

} or eholders was not explored. This study only
Yv

exp three important @{nance mechanisms: board effectiveness, audit

c ee effectiveness and Shariah committee quality. Other governance factors that

& not included in this study (such as Shariah audit and ownership structure) may
S

o affect financial performance.
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6.6 Recommendations for Future Research
There are several potential avenues for future research and improvement. Yv
First, future study could investigate the model used in the curr t y in
various contexts (different cultures, different stock exchanges or dlfk&economlc
cycles, and sample sizes) in GCC countries and compare Malaysia aWC countries
in the Takaful industry.

Second, future research may consider using m er tf) examine the

relationship between CG and financial performan 0 that rehensive
overview and deeply evaluation can be obtained. ESpeeially after C IP _{Q}erlod
2020 affected all economic aspects.

Third, this study mainly examlne interpal C&i anls ture studies
should investigate how external corw vernanc cha can affect the
financial performance of Malay Takaful. g r can also analyse
interactions and interdependen ee n fitern de \al corporate governance

&
mechanisms and their imp \ manc S
Ke

Fourth, other peffo meas res dlsol co@e used as a proxy for financial

ded ( Q% Tobin’s Q (TQ), non-performing
loans (NPL), Pr, vagm d Re{;u%/on Investment (ROI). Then, the results

!
can be compa thls ' C—)

%kst ?a pané\iata approach (secondary data), which is strong

ina I ng longitudinal data. @sﬂNever this approach failed to capture some of the

performance such awloml

behawours in the model. Therefore, future studies may consider using

interviews and questionnaires approaches to explore this issue from other
erspectives.
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Six, future studies should also investigate the relationship between corporate
governance and financial performance in light of other theories such as Tra
Cost Theory, ethical theories, political theory, institutional theory, an@ment
theory. These theories are not included in the current study becaus e study’s

objectives and the data used, which did not cover these theories' scop

"1

Finally, using the moderating variables of SCQ in this t ovides valuable
information for researchers in searching for new moderati z dla'mg variables to

control the relationship between corporate governance antyperfor a

\
I _@
6.7 Summary of the study T
, amel

This study examined the roles of monlto mec e board of

U)

gregat IveI and the

directors and the audit committee's eWss

individual level on financial performan mo Ma

>

l@‘ul companies for

2010-2017. Additionally, this st | e ap’n)'}effect of SCQ on the

relationship between the effe \Y, S OM of g&tors and audit committee
ofithis

\
with financial performance. mddgs S @are somewhat consistent with
the previous I|terature In VeIQK tﬂ‘e The descriptive analysis indicates

Malaysian Takaf co nies have opte e recommendations for the board of
N

directors and Nom ittee.“The A &;y Theory, Resource Dependency Theory,

dshi eory can be applied to corporate governance

Stakehold H)N
resear weral part ulaﬁy in eloping countries such as Malaysia.

= o
N
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