CHAPTER 5

¥
CONCLUSIONS *
N3

5.1 Introduction Yv

In the third section, the researcher discusses th ret@:&d practical

implications of the present study for both the body of Knewlegge e»reggarch
}l N

context. In this chapter, the researcher identifi imi t eéﬁay and

recommended future research directions based c strain@?inally, the

last section in this research provides the c%% remarks. uding remarks,
d :

the researcher concludes the whole stud i
\ Y
&
%, 6 ",
“« Q-
5.2 Summary and Discussim\ Findi A%
This study aimed to inVTe the!rela' nship _@veen Shariah governance and
{
Magasid Shariah on t}% mance, f n‘u’c banks in Malaysia by examining ten
local Islamic ba@al@ual
constructed thiﬁwa ovs,r "e}nd C‘)a sid Shariah disclosure. It also examined
the effect %’ D in mediating @elationship between Shariah governance and
Maqas'wa disCTo with t@rformance of Islamic banks in Malaysia.

nalysis for the flrﬁstbjectlve hypothesised the direct relationship between

%ﬁ\ governance (SC, Shariah audit and Shariah risk) and performance (ROA, ROE,

01 DER). The finding shows there is a different result in this study. Firstly, the result

indicates that SC is not associated with the ROA, which is inconsistent with many

ts from 2011 to 2019. This study

€/EC‘@
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previous studies. On the other hand, SC is associated with ROE and DER, indicating that
H1b and Hlc are supported at a significant level p-value < 0.05. Secondly, the relat
between Shariah audit on ROA, ROE, and DER confirm that none of the rel@ps IS
significant. The hypothesis testing on H2a, H2b, and H2c are not suppor@*irdly, the
result reveals that Shariah risk is associated with ROE and DER, indicatigg that H3b and
H3c are supported, while Shariah risk and ROA are not supported. \,

The second research objective is to investigate the rel X:bitween Magasid

Shariah and performance. This study found that only H4awis sup wah is the

Yw
this stidy confit @t the

m
i ms% \)\T
Lgl;. Objective

tivew’s‘a and,objec

relationship between Magasid Shariah and ROA. In con
relationship between Magasid Shariah on ROE and

The third objective of this study consists bj
3a investigated whether the BOD mediates %)nship be ns % governance and

Islamic banks' performance. In contr

mediates the relationship between r\%Shar
e

Obijective 3a consists of h S )—E/ ]
this study reveals that the i Zhip between! SC @ROA is mediated by the BOD
’ 4 ¢ &
(H5.1a), which is not si ﬁfcqnt; |t\|{1§es at t@B.OD does not mediate the relationship
between SC and Row ntra 'ationeﬁﬁ between SC with ROE (H5.1b) and SC
¢
with DER (H5.1EE%diate b:%éDd.sfs?gnificant, indicating that the BOD mediates
the relations% een ?E a

mediates.u&lationship between nd ROE (H5.1b) and SC and DER (H5.1c). Thus,
&k

NN
n&: on DER. At the same time, the BOD partially

this st inding suggests no mediation effect on the relationship between SC and ROA
a).
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Secondly, for hypotheses 5.2a, 5.2b, and 5.2c, the result of this study reveals that the
BOD mediates all the Shariah audit on ROA, ROE, and DER. This finding indicateswm
BOD fully mediates the relationship between Shariah audit and performance.@s , on
hypotheses 5.3a, 5.3b, and 5.3c, this study found that the BOD mediates on‘f&ationship
between Shariah risk and ROA, ROE, and DER are supported. The (R:t. relationship
between Shariah risk and ROA is not significant, while for the indirect relationship, the BOD
mediates the relationship between Shariah risk and ROA, thus, (Yy.cc'ncludes that the
BOD fully mediates the relationship between Shariah risk a OA. nw‘the BOD

T

has partially mediates the relationship of Shariah risk with and Shari isk \@DER.

Finally, objective 3b investigated whether the B iat% ions@T between

Magasid Shariah and Islamic banks' performanee ( d DEQ.\V%e result of

hypothesis testing on H6a, H6b, and H6c ileaqo medi eﬁe@ﬁﬁ the relationship
A

between Magqasid Shariah and ROA, R(fﬁd DER.

Consistent with the finding of%

emphasises that the ICM that relates th

&
i bzé@g perspective, this study
é the BOD and the SC as part

of the intellectual capital. Dis ‘g[c'a iF@ Shariah governance structure to
I

n
'3 &
ensure Shariah-compli stemf:ﬁh\ overggaee as the requirement that need to

demonstrate by the lslamiGsbankssi al elﬁdts to gain the legitimacy. Likewise, the
¢

Magasid ShariaE ':%tical alue iti&ll@ecessary for the institution to be disclosed.
t

N

However, the'a ion of id Shariah in Islamic financial institutions is a symbol of

a commi towards Muslims a d@tiety. The intellectual capital model also guides the
Islaml%x towards a competitive advantage. It is used to explain the need for intellectual
rcés with specific knowledge of Shariah and the Shariah governance structures

r
I mented by the banks, such as the roles of SC, Shariah audit, and Shariah risk.

242



Specifically, Islamic banks must assign the Shariah Committee to play their role in Shariah
matters and create confidence. It is necessary to consolidate and demonstrate ?ﬂh
governance and the BOD characteristics based on the size of the board, the @udent
board, frequency of meeting, and the Muslims on board that is expected'&gad to the
decision that considers the Shariah matters. It is unarguable when the finding of this study
presents the significant relationship between the BOD and the performancedof Islamic banks.

Furthermore, the other theories, namely, the agency the %Zr hip theory and

stakeholder theories that also relate in this study specifical the CWD to this

highlighte n[hii\%gi;, it

M, aggn ory, stewardship

y dh\clos the L@;‘;ation of the
obt@(‘d from the annual

study on corporate governance. By integrating all the the

can see that the legitimacy theory has explained b

theory and stakeholder’s theory have been legitw
Shariah governance and Magasid Shariah gh.the informati

b(?ders. This information
N

uslin&@tomers, and society; it is

to F@'ew the activities and the

organisation's effort concer% ommunity's r}éresb’

’ 4
In sum, this study 'wgatedf
that affects the Islaném iak=ifisti

¢
critical elements the compli chs%(g?and the legitimacy of the Islamic banks that

% NN
have influenCe mic i)erfonﬁ?nce. Disclosure and transparency have been

revealedg&ny studies that cau@ré corporate failure or success. The reporting on the

report as communication tools between i stitution\ndxta

is critical for the stakeholders, espet%reho’l‘ders,
Y

helpful for decision-making

lah go nce and Magasid Shariah disclosure

Ions @’is somewhat essential to highlight the

Sharia Xrnance is critical for Islamic banks and all stakeholders regarding the Shariah-

ﬁ t. It is due to the impact of Shariah non-compliant status that can cause the risk of
h

non-compliant, which will influence the status of income through the prohibited
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sources or an invalid contract. Concerning the Maqasid Shariah, as the legitimacy theory
proposes, there are direct associations between the public and institutions that the a?ﬂ!s
of banks will benefit the public. This association reveals the board's roles that s@n the
Shariah governance disclosure on the performance of Islamic banks. It ha y created

awareness among the public towards the existence of the Islamic bank other Islamic

organisations. \,
5.3 Research Contribution ‘\d‘

Firstly, this study makes an original contribution to iterature sin i' is &I}nited
li

=\
edition of its type. A novel contribution seen on t ariah % a te\%ﬁre. Even
though numerous studies were conducted in Shagiah gover IS st@@hlights the

n <'“disclosure items

Shariah governance disclosure by developing the Sharia

concerned with the SC, Shariah audit, (r%hariah 1sk: %s tj(ée Shariah governance

N
elements have been developed baset%Sharﬁh go angzﬁamework and the Shariah

governance policy document. | 'szT Investigation into the combination of
.

-

Shariah governance that c% SC, Shariah udit,»a@ Shariah risk as the requirement
4

:
for IFls. \ . \ %C;Q
Secondly, this@rovi \Qﬂ co B&B{Jtes to the Magasid Shariah knowledge.

¢

i
Many researchers%con cted rrérotl-s}caudies on the Magasid Shariah in the IFIs
%v NN
industry, such'a Sharia ‘;nano%'his study focuses more on the achievements of
Magqasid Shariah disclosure by Islarm'gbanks in Malaysia. In this study, the Magasid Shariah
N
was cEmted as the independent variable to examine its relationship with Islamic banks'
rmance. However, the prior studies developed the performance measures of Islamic

ng based on the Magasid framework of Mohammed et al. (2015b) and Asutay and
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Harningtyas (2015), who developed the Magasid Shariah index to evaluate the social
performance of Islamic banks. However, this study developed the Maqgasid W
disclosure items by integrating the elements of CSR and the Magasid Shariah. (’}
Thirdly, this study contributes to the literature, investigating the Sh vernance
and Magasid Shariah in a single study. To the best of the researcher's kno ge, there isno

empirical study conducted in Maqgasid Shariah and Shariah gover, awa single study.

The researcher found a unique combination when the Sharia nanfe and Magasid

ike aans studies

‘X
that measured the Magasid Shariah as financial-based rmance a n]er@nous

Shariah were combined in the exogenous variables construct

- ? 4
variable. \ g
Furthermore, not only the direct relati%:'bletwi n ariah,@vernance and
Magasid Shariah's performance, but this stidy, also’employe O]é‘?ole as a mediator

variable to examine whether the BOD mﬂ%@s the re eh’tsh b tw\én Shariah governance

Magqasid Shariah with the Islamic t%erforpnanc e sz \g of this study provides

evidence, where the BOD has k&the eﬁﬁz b@n Shariah governance as the

requirements or mandatory&%r I;lmic f‘r{k@ntrary to the voluntary practices

by Islamic banks on the asid Shr ents. 4§/ever, the result shows no mediation
\E&anc

effect on the Magasid,Shariah an {Q

i

¢

Concernin &)weth ol thﬁs @ developed the Shariah governance and
!;c

NN
Magasid Shafi losure. i } Bassﬁ\ on the secondary data that obtained from the

Islamic tﬂhannual reports. This 9@'}9 gathers the disclosed information to investigate the
o -

impac amic banks' performance. The measurement was based on a rating scale from

oneyto five, of which the ranking assigned was based on the banks' level of information

sure. The highest score was given five for the highly disclosed items. A similar study
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is still limited in this field since the existing research seems to be on the CSR disclosure.
Many studies have developed the disclosure items for a similar study related to cow
governance and Shariah governance. However, the current study specifically d@d the
disclosure items based on the SGF 2010. Also, it can be applied by the ry that is
currently following the new SGPD 2019. This study indicates that the elements of Shariah
governance is crucial and need to be disclosed in the annual report

Meanwhile, this study integrated and harmonised C nz Ma]qasid Shariah's

elements that have contributed to this study. This harmonisat etween d‘Maqasid
aligns with the implementation and the achievements of id Shariah ii aBQ-\;z;ate
to be applied in the Islamic organisation to cultivate t ic %' ad of the western.
The Maqgasid Shariah disclosure items in thiaﬂ% consists socialég.stakeholder

bar@f} perspective, the
%‘s gh'{&ements. Meanwhile,
N,

welfare, not focusing on a single subject @ﬂ the Is
elements of Shariah-compliant are a pa(gS\/laqaﬁd

from the corporate perspective, th ts of Magasid SQZQI'(:IH are applied through a

contribution to the corporate jal spT ility} progrant.” They are emphasising the
wards tH

e o@munity.
’ 4 ’ &
Therefore, theore&i%this slt vides &empirical result as the new evidence
of

welfare and awareness of t ation t

for the academic fiel\ ich 'e va@és are also consistent and some other are
¢
not with the exi meory. Further, tﬁisety y provides a direction and strengthens the
NN
existing Iite% ncerni riah=governance or traditional corporate governance

related tQ@OD. This result is {sgéz;plicable to the industry to ensure the elements of
the‘? highlighted since it will influence the performance.

Q ally, the outcomes will benefit the industry by providing evidence about the role of
t

OD, Shariah governance, and Magasid Shariah in enhancing the Islamic banks'



performance. Moreover, the result of this study could develop public confidence through the
implementation and improvements on the Shariah governance disclosure by Islaml

In addition, even though the Magasid Shariah and the performance found o a3|d
Shariah and ROA have a significant relationship; however, this result provr&dence on
the elements of Magasid Shariah becomes an objective for Islamic industry as part of their
responsibility to the ummah. The Shariah governance and Magasi M disclosure are
consistent with the legitimacy theory presented by the organisa Ydi the community
and all stakeholders.

! ﬁ
5.4 Implication of Study b

Y
mphgéh&.s for future
studies and some practical implications, pan@for Malaysian'Isla <"banks concerning

the Shariah governance and Maqa3|d S disclo \h I
N
the BOD. 6 ¥,

5.4.1 Theoretical Implica '
4
This study has int rate he ctual ca t model with corporate governance

l

theories namely stewar th

Based on the varla%hat C nd‘uc
and Magasid h (?t D'J}S

relationshipstbetween the dlsclosure@%ad the financial performance of IFls.

take&n_o?d’er s theory, and the legitimacy theory.
in th's%ajdy, the disclosures on Shariah governance

f @as mediator have evidenced by the significant
thls study employed the BOD to investigate the roles of the BOD in mediating

Q nship between Shariah governance and performance. The analysis of this study
e

s that the board's role is significant and influences the relationship between Shariah
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governance and almost financial performance (ROA, ROE, and DER). According to Ghayad
(2008), the BOD position on business operations management is directly responsible

Shariah board. Thus, the combination of the board's role and independent deci@king
has enabled the Islamic banks to enhance and strengthen their performance. istent with
the intellectual capital model, this theory suggests that the resources posgggby the firm
are the primary determinant of performances to gain and sustai% itive advantage

through the acquisition, shareholding, and use of the strategic a rnelfelt, 1984). The

resource-based approach is also consistent with other orie th;‘ture the
Yw

organizational and economic paradigm (Barney & OL@EG). For ins ce‘ @eory

can be linked to the agency theory because the fikm. ep% the\r)‘e%’aurces IS

influenced by minimising the agency costs (Castanias He(i\at, 1). g

The second implication is related to%he mqasid Sh

an@% performance of

t ,tﬁ}egration of CSR. CSR
N
prinzz'Q , Whereby the Magasid

Islamic banks. The element of Magasid iah in this 33

or Islamic CSR is consistent with asid%hari

Shariah emphasises the element Xectil interest ciety. The Magasid Shariah
e roles

elements embedded in the illustrated t
’ 4 4 Qﬁ
concerning the comm%achier \thg usirg.a jective. In terms of the disclosure,
Magasid Shariah is w ma Reme&‘)&*l the disclosure in the company’s report
¢
nor the compa %uire ent OVIGV@IG legitimacy theory anticipates that the

NN
disclosure o% rmation_v tarily:mght influence public awareness. The disclosure

of a&b‘rganisation and its responsibility

of the iﬂ&ﬂion will notify t@hblic about the organisation and show that the

b

organisatiofris concerned with the society is aligned with the company’s aim to achieve
inessrgoals.
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Past empirical studies have revealed the association relationship between Magasid
Shariah and performance. Like this study, a direct relationship was found between
Shariah and performance. However, the function of the BOD does not @b the
relationship between Magasid Shariah and the performance of Islamic b he result
indicates that the Maqgasid Shariah disclosure can directly influence the pw nce in line
with the legitimacy and stakeholder theories. On the other ha oard's function
significantly mediates Shariah governance and Magasid Sharia ’%:ia ion effect of the

BOD toward the relationship between Shariah governance the p rfw‘might be

due to the Shariah governance as the requirement of the Is

T
i¢ banks|on rdragﬁc,e that

I\/\ ition, cq\‘&'rnmg the
i thls@ory states that

er’s@'ﬁe. Regarding the

;x@rmatlon given should

involve the most critical policy and regulation born
disclosure, this study also explains the stakeho

the main objective of an organisation is to w;}

disclosure in both Shariah governance aqa3|d i Tth
at least meet the stakeholders' e%ns Q'hro hutheiQ ormatlon provided, the
stakeholders can gain knowl tlI n@nd company’s policy, the

stakeholders are informed (% efit f: th ?hpb'es offered.
Thirdly, theoret&we BO \ﬂ yed %&gnificant role in an organisation. The

decision-making is bern by'the BOD: thm@ffﬁe board can assign the SC in the Islamic

banking enV|ronee , any de 5|on at&j tejﬁaSharlah matter is born by the SC that carries

out its dutyl endentlys” is st mvestlgated the BOD size, BOD independence,
Y—

total me onducted by the B@’and the number of BOD Muslims in a year. These

chara XS have influenced the performance and mediate the relationship between

Q overnance and the performance of the Islamic banks. Unlike this study, Zain and
I

ah (2019) have discussed the potential influence and relationship between the Islamic
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banking sector's corporate governance mechanism and firm performance and the mediating

role of Shariah governance disclosure. Y'

The main objective of this study was to present outcomes that might neficial and

5.4.2 Practical Implication

practical for IFls and Islamic banks mainly. This study is useful foers industry, the

government, business practitioners, business, and academic res ez to frrther react with
I

the evidence on how the Shariah governance, Magasid S and hw the BOD
‘A X

influence the performance. Consequently, the present stu Iso helpful t tk}e L\@ysian

Islamic organisations that emphasise the Shariah erflance practice! M@ile, the

critical information disclosure allows the Islamiebanks’ sta

S, esp@ customers,

to excess the relevant information on the | mks' practi é
Finally, the outcomes will benefit @ustry \rw@ @ence about the role of
N

the BOD, Shariah governance, an%sid Sharia e% ing the Islamic banks'

performance. The result of this §iu§x ow stry, ly the Islamic organisation,
S l

to emphasise the elements (of id Shariah nd'en@rce the achievement of Maqasid

'3

Shariah. Magasid Sharia%he Tﬁﬁ@ e r@to spiritual understanding and the

matters that benefit Q life, i all &g\treatures that fulfil life's requirements.

¢
These findings als practical i lidati r?s?or organisations developing and integrating

their Maqam(S{, h dls;pl ure' rat eraﬂiﬁn only focusing on CSR. The Magasid Shariah
elements‘&covered all the elem\sﬁts of CSR. Emphasizing the Maqasid Shariah is
N

consi \ith the legitimacy theory, which expresses that the industry concerns and

@ s the social that indirectly contributes to their business success.
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Moreover, the result of this study could develop public confidence through the
implementation and improvements on the Shariah governance disclosure by Islaml
In addition, even though the Magasid Shariah and the performance found o a3|d
Shariah and ROA have a significant relationship; however, this result provrﬂ&dence on
the elements of Magasid Shariah becomes an objective for Islamic industryas part of their
responsibility to the ummah. The Shariah governance and Magasi M disclosure are
e

consistent with the legitimacy theory presented by the organisa di the community

and all stakeholders. ‘\d

D[ g
5.5 Limitation of Study P 4 b

T Y
Although this study has met its objective% ntri te\ this ;éx;ﬁh area, the

researcher’s limitations need to be highligh &)Bmit a fair

its findings. Thus, this study found the@mj'tationﬁ;{%
below. ‘% @

A
&

s@ﬁalysw as highlighted

Firstly, this study focuses

information accessible via t reportways@orelgn banks. The annual reports
epare

pI|C|tIy on the financial report in the

nks i laysia because of the limited

of the foreign banks in S|a We[
Malaysian context; w : th not obtain the information about the
Magasid Shariah d&@ed in he co orf[e E/ t. There is the international corporate report

of foreign b% alaysi “iny g&ral information is provided based on Malaysia.
In this Ilm&)n the researcher dech)'bés not to include the foreign banks in this study to

avde\the data collection even though the financial data provided are in the Malaysian

S

ich can be obtained directly from the financial report.
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Secondly, the data size is 2011 to 2019, during the SGF and before the SGPD. This
data does not extend to the implementation of SGPD 2019 to avoid bias in collectirwm.
Since the foreign banks were not included in this study, there was a decrease in @% size.
A total of ninety annual reports from nine-year annual reports applicable i udy were
obtained from ten local Islamic banks (9*10). The rule of thumb proposedwl.?zscoe (1975)
is that sample sizes larger than 30, and less than 500 are appro iateww most research
(Bougie & Sekaran, 2020, p. 249). However, the sample of th &: nsidered lower
than several studies conducted above 300 on their conservati ‘\d‘
Ielst‘liﬂ-y)\JY;ing
e m@anisms IS
rnal Léb?and internal

i forr@n on the Shariah

t}aE\Shariah review. Thus,
N

Thirdly, the study on the SC, Shariah audit and Sh risk in a si

secondary sources are minimal. Some information

not necessary to disclose in detail in the annual rw is f

=)
3

practices to achieve Shariah's complaint s X SD’ cem
review was disclosed in the annual repo% study —h‘af\fo

to study the Shariah review, Shari ) and% aisk,((@@ining the data from the

primary source is practical b@]ct'l e nterv'o@or distributing the survey
questionnaires. ' 0’
’ 4 ¢ &
Fourthly, this stu cuses m govgance and Magasid Shariah disclosure.
In this study, the Shasiah g na i 'sure items were developed based on the guideline
¢

of the SGF. Th

2

Idelines are net &ecga ily required to be disclosed in the Islamic
NN

ﬁg‘/é

banks’ annual r ; hofweye ?me delines are required to be disclosed. The SGF as

&

the requig&t for all the IFIs is o(.%réble the IFIs to be recognised as Shariah-compliant

&

institu%;e WThe different determinants between mandatory or voluntary disclosure and the

@ nts may confuse this study.
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Fifthly, this study used the SmartPLS multivariate analysis concerning the data
analysis tool. It is noticeable that this tool consists of two assessments, name
measurement model and the structural model. In this assessment, all the items @meet
the threshold values of each assessment. If the value does not meet the thr value, the
particular items need to be removed. As a part of the assessment process, mdy required

the deletion of several items to meet the threshold values to enable Ehis dy to proceed to

N
5.6 Recommendations for Future Research l _\‘-}
Being based on the principles of Shariah, Islamic bahks are’expected t@socially,

ethically, and morally responsible and to publish :eir \ ¥

the next step and to meet the study's objective.

tow the Islamic

requirement and the achievement of Maq@ah ins Sh@ governance as a

governance system of Islamic institutior(t%cquire W q@acognised as Shariah-
- - - - - \ - - -

compliant. Maqgasid Shariah is a ry &actl a ganisation as a social

>N &
responsibility to fulfil the need and the qu:’e Wards@ah’s SWT pleasure. The IFIs

are required to meet the criteri Shariah prin |plbs~@|ighlighted in the framework or
’ 4 ¢ &
is. Orgahisati

other policy documentsQQ:Is. 'Ii nnot be recognised as a Shariah-

compliant institutio@ fai tls principles in business operations and
¢

activities. % -
Regar theylimitation ligh n this section, the current study acknowledges

S

several potentials to be explicitly @Ored for future research. Firstly, future studies can

incre ata and population to reduce outliers, multicollinearity, and lower reliability.

m dies can combine the local and Foreign Islamic banks in Malaysia and increase the
r

of years for the data.
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Secondly, since this study measured the disclosure level that may affect Islamic banks'
performance, future studies can extend to measure the Shariah governance (SC, w
review, Shariah audit, and Shariah risk) practice from primary data. The pima@ould
be such as interviews and questionnaires that can cover several parts of tion that
cannot be obtained from annual reports. Communicating directly with aRt.iaJIar person,
such as a representative from the Shariah department, is practical, and it IS¥expected that the

X

information could be obtained explicitly and directly from 1ners or experts

through the primary source, such as from the Shariah depart ‘\d‘
Y-v
Thirdly, the future research can differentiate b@wo orimo rﬁu@r the
subsequent study, for instance, to study the disc he_ rese ca@/ide into
T
mandatory and voluntary items of Shariah govem isc

items in this study according to the current N Lat:)n futur
the data of 2019 onwards and compar@Sveen du\m

\
Likewise, for a clear picture, the d%the study on the &q;t.ént analysis can also be

nally odifying the

S ca@carried out using

5(3010 and SGPD 2019.

extended to the corporate Websi@sle, of respective banks. Future studies can also
consider the qualitative asp ' Q’
4 ¢ &
e QO
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