CHAPTER 5

DATA ANALYSIS AND FINDINGS s j

on 5.1 discusses

5.1 Introduction

This chapter presents the findings of this study. The fi
the content of this chapter. This is followed by section 5.2 cri;#ive information
of the variables. This information includes financial p ance, b of director

effectiveness (BODE), audit committee effect s"(ACE), Shariah cemmittee

. . b .
quality (SCQ), and the control variables. In 5.3\% the‘?,nel data is

discussed. The section 5.4 of this chapéwmnes

analysis. These include missing v ,“ outliers,

autocorrelation, and heterosced t% In tﬁb\?ox
between random effect mode %lxed ﬂects odel & ¥iscussed. The section 5.6
discusses the hypotheses testi this tﬁe A5.7 summarizes the findings
of this study, and the I% n sumpgiary Shlli‘c/ ter.

'S | N O
5.2  Descrip Mf rmati eVa{Ebles

This Qtloa)rese ts descripti @formation on the variables of this study. The
perforrr% ODB‘,' JSC d the control variables are presented in this
sectéhe mean, median\\ﬁdard deviation (Std. Deviation), minimum and

‘@m values are given in the following sections.

@D

umptien of regression
rmali@ multicollinearity,

A .
.édeals with the choice
P
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5.2.1 Descriptive information of Firm performance

Table 5.1 presents descriptive information about the financial perform
Malaysian Takaful companies. The performance is operationalized to inc@rket-
based performance and accounting-based performance. The a ing-based
performance included ROA and ROE. The table shows that the Wm value of

ROA was -0.182 while the maximum value was 0.073, indicating’that differences

were present in the ROA of the companies. The mea m? and standard

deviation indicated that the performance in terms o A fo aWanies was

homogeneous. In terms of the ROE, the values r@vm -0.386

a bigger gap in the ROE than ROA. However,w n as’p iti

std. deviation was larger, with a value of 0.451. o\ é‘r
The EPS values ranged betwe@as the mihimtm % and 1.39 as the

maximum value for the market-ba%mrforma\f% Q\Was 0.183, indicating
S
that the companies earned 18.%or e\%ry share on @age, as shown in Table

5.1, \ N
4 ' N
4 $ &
Table 5.1: scriptivei ion o Qhe Financial Performance of Takaful
Companies i laysia

X
| R ROE EPS

$4

ompdly X8 , 17
" %Year?fy Y ‘QS 181 181
% Obéervati e é\ 88 88 88

Y—v

ns
Missing \C.}' 0 0 0

w -0.0068 0.013 0.183

dian 0.004 0.031 0.069

td. Deviation 0.044 0.151 0.355

Minimum -0.182 -0.386 -0.43

Maximum 0.009 0.26 1.39

194



5.2.2 Descriptive information of the Board of Directors

The descriptive information of the board of director effectiveness is g
Table 5.2. The board director effectiveness includes board size, board w@e
executive member, Muslim director, meeting frequency and board diversity.
Board size ranged between 5 and 9 members with a mean of 7. is result is
consistent with previous studies in Malaysia, such as (Alkdai W, 2012; Adaa &
Hanefah, 2018), who found an average board size of ?:cto's in Malaysian

Shariah-compliant companies. Board independence ed tWZSZ as a
23

., indicatin at'al@’vé%

minimum and 0.841 as a maximum with a mean of

stent Wi iffa_ahd Hudaib

indﬁpen t dire@:z:: Executive
members on the board had a mmmun&erband a maxigum o@? with a mean of

0.083. This result agrees with Ad 19), M‘ a @(e\age of 8% for board
N,
c.)
Q—

executive members. % é

For the Muslim dire inthe T , Table Sé%ows that the minimum was
0.29 while the maxi Z 1, indicating th tween 28.2% to 100% of the

of the board were independent. This result w

(2006) in Malaysia who found a mean of Q%

companies employ usllm Ho@ the mean of 0.635 indicates that
about 63.5% o he Wer sllm This result was greater than the
value rep as and af' meb(? (2018), who found that Muslim diversity
Was 30° bd FOl?)@ho found that Muslim diversity was 37%. The
dlff |n the percentage\@cﬂd be related to the fact that Malaysian Takaful

‘% es are Islamic companies, and the majority of board members and customers
6 slims.
Board meeting shows that the board met at least three times yearly while the

maximum number of yearly meetings was 17. On average, the board met almost seven
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times

a year. However, the Std. deviation was high at 1.906. The findings of the

current study are consistent with Abdulsamad et al. (2018) and Noor and il

(2013) who found that mean of board meetings in Malaysia was around 6 @

Board gender diversity is presented in Table 5.2. The minimu was zero,

with a maximum of 0.39 and a mean of 0.093, indicating that the average number of

females serving was 9.3%. Other researchers in the context fwsian companies
8{. %

found that the female percentage on the board ranged bet

a'1d 50% (Ahmad

et al., 2018) or 53% of the board are females (Lee-Kue al., 2017): mparison,
g
females in Takaful companies in Malaysia comprise A ' _\‘—}

Table 5.2 shows the composite measure

ors’ f%.(':tiveness

(BODE) is shown in Table 5.2. The mean W ard ors c@osite measure

was 0.413, and the median was 0.50%[Lhe standard devi .241, while the

inding aligns with

and 5 with a mean score of \

Shatnawi (2020), who found t posite measure of: BOD ranged between 0
N\’w
S

Table 5.% tive In’orm igl‘n Board of Director
L
Board Board xegUtive yim Board  Board BDE

N  Company

Observation %\
0

Years

Missing
Mean

Size Wpenderlce ber ector Meeting  Gender Effectiveness
& & 2 Diversity

& 1 A1 11 11 11
8 8 g (J 8 8 8 8
88 J8s &7 & 88 88 88
0 0 o 0 0 0

. 0.501 éﬁss 0.635 7.312 0.093 0.413
000 /0. f 02 0.562 7.000 0.139 0.500
131 0.1 YU 8

Median 1

Std. . . .088 0.209 1.906 0.101 0.241
Deviation : C.}/

Minimu 5.00 0.282 \ 0.000 0.282 3.00 0.00 0.00

Maxi 9.00 0.841 0.319 1.00 17.00 0.39 0.82

6.

Descriptive Information of Audit Committee

Table 5.3 shows the descriptive information for the audit committee. The audit

committee information includes the chairman specialization, AC size, AC
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independence, AC meeting, and AC effectiveness. The chairman specialization
value ranged between 0 and 1 because the value was calculated as a percenta?ﬂe
mean score was 0.771, indicating that 77.1% of the companies had@rman
specialising in accounting. *
Table 5.3 shows that the minimum number of members was 3¢for the AC size
while the maximum was 6. The mean score was 3.314, nmmedian was 3,
N

indicating that there were at least 3 members on the A n'ber follows the

international recommendation for a committee at lea ree Ime and these
"X

findings are consistent with recommendations of CCG./Th in'in f the

current study also aligned with other resear or&‘d (20{3~ found a

d Aana et a@&i@ found a

mean of 3.34 for ACS and a maximu E ) Cs<

Table 5.3 shows that the min@s perc@y&ﬁn p@\ience in the AC was
N

60% for AC independence whi maxﬂnu The mean score was

=

&

[EEN
(=

0.802, indicating that 80.2¢ m A(l mbers W@dependent. Previous studies
such as Apadore &% 2013)" ndic s'd @the mean percentage of AC

&
independent was 86'4%), and Ih imum ﬁfmaximum ranged between 40% and
100%. &
The e%ting etri d&atéjt at the minimum number of yearly meetings
was 3, \% m

5, indicating that on average, @C meets about five times yearly. This indicates that

NN
ymben&s 10. The mean was 5.536, and the median was

QD

a xudit committee in the Takaful companies discharge their responsibility and
ulfil their duties appropriately. This result is similar to Madi's et al., (2014) findings,

hich revealed a mean audit committee meeting frequency of 5 times yearly. This
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finding was also constant with Wam Mohammad (2018), who found a mean meeting
frequency in Malaysian listed companies 4.9 times yearly. Y*

The ACE is a percentage and is shown in Table 5.3. The minimum %\as 0,
while the maximum value was 1. The mean score was 0.502, indﬁ% that the

effectiveness of the AC was medium. Table 5.3 shows the descriptive’information of

the AC. \,

Table 5.3: Descriptive Information of the A Zmitlee

Chairma AC A AC
n Size Independence IMe i g tiveness
Specialization ‘ ‘C}
o .\
N Company 11 11 11 ¢ 11 T 11
8\) 8

Years 8 8 Yv 8\
Observatio 88 te X. 88
n \/ 3 JF
Missing 0 X(Q 64 0 0
Mean 0.771 314 ? 5.536 0.502

Median 1.000 %3.000 T ,‘\k 5.000 0.500
Std. Deviation 0.403 0.761 .15 N 1.671 0.243
Minimum 0 0 3.00 0.00
0

0 10.00 1.00

7

Maximum 1.0

i
S

)
¢ £
5.2.4 Descriptive info n of Sh'ariah mell e Quality

Table 5.4 ﬁ&e desl:rip infor(r?cﬂ'gn of the Shariah committee quality

(SCQ). 1t is M as apﬁg age. @ minimum value was 0.48, while the
fq "¢
e

maximum ean.{care is (0.881) indicating that the quality of the

%’ s 1.00.
SCQii w 88.10/{ @SUIt@hSiStent with Ajili and Bouri’s (2018) findings,

N
w a percentage meal he SCQ index of 86% and a maximum of .05 and 1,

§.ve|y.
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Table 5.4: Descriptive Information of SCQ

SCQ

A\ w 2
N Company 11 \‘
Years 8 %
Observation 88 s
Missing

0
Mean 0.88
Median 811
Std. Deviation 0.
Minimum w
Maximum .00 |
5.2.5 Descriptive Information of the Control Varia \'\d
@

This study deployed firm size, firm age and, leverage rate as c@ntr

I vaq?ﬁles.

Q)
e%a\e given
in Ringgit Malaysian (RM). \ Yy

Table 5.5 shows the descriptive in%yn 0 “\% rol \Q{ia;Ies. The table

shows that the Takaful companies' fi r@ n ays'I as&g)by the total assets,
2.

‘O

c

The descriptive information of these variables is in Taple 5. Val

N

ranged between RM 91,219,242 to,RM 16,132,314'1 mean score was RM

“« Q-
2,123,134,201.319. The Std" iation 3,23&‘4{3,314.131, indicating an
N

enormous variation in @p¥ size o*r th eny tudied.

For the firm age, the mirm@ \Ngtﬁgyear while the maximum value was

32 years. The rp‘bre @3, @ median of 10, indicating that the

companies' mea was arou J7'13

S
Th %e rja'te is also rﬁ&%'d in Table 5.5. It shows that the minimum
d

leverage rate’ reached 0.05 vﬁhij{?ﬁe maximum level reached 1.27. The mean was

.

C.)
0 Nl Icating that the asse&f the companies covered 61.3% of the liabilities. The
. deviation was 0.191, indicating a minor variation in the leverage percentage

ong the companies.
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As it is show there are big gap between the capital of Malaysian Takaful
operators it maybe explanation, the difference age 32 years, that mean ?ﬂd

companies have accumulated profit and trust of investor and good re \ the

meet the listed requirements, the market share of some companies ingreased depends
on the performance, some of companies well organized aqe have” high reputation

boards and shariah committees.

Table 5.5: DescriptiveInformatio@rolv iab&; ' _\‘-}

Firm SizeY- \Q(mv/ /' Leverage Rate
N Company 1N ?T 11
Years 8

Observatio

<

[N

—X

Missing 0
Mean 134, 0.613
Median 071,0813 0.798
Std. Deviation \ ; 0.191
Minimum Y ' 0.05
Maximum : 1.27
4
5.3 Declaraﬂor@el Data
Using software such as f\ version 16.0, a need exists to declare the data

* P75 G
as panel dﬂhble es arg t((geal with the data effectively. Thus, this study
e

NN
riodo and @umber of companies as N=11. Accordingly, the

nu observations wa Qéulated as 88 (N=11*T=8). Missing values were

tre?'according to Hair, Hult, Ringle, and Sarstedt (2017) recommendation. They
0 if the missing values of observations were less than 15%, researchers were
permitted to replace the missing value with the mean value. However, if more than

15% of the observations were missing, the observation should be removed from the
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dataset. In this study, the few missing values were replaced by the mean value. This
resulted in a strongly balanced data. The next section discusses the assumptvm

regression analysis. cq\

5.4 Assumptions of Regression Analysis

This study used regression analysis to examine the hypotheses. ever, before
proceeding with the analysis, assumptions about the data's ow and suitability
must be examined. Researchers such as Hair et al. (20 sdeSt d checking for

outliers, normality, multicollinearity, autocorrela and Wedasticity.

L ]
Researchers have always checked for autocorrelat nd heterosc a'tii'{.y}Nhen

using the secondary data approach (Pallant,

Theréfore, th'skl‘;t*udy, the

i n;\an etero%égticity were
examined. \% CSQ

NS

5.4.1 Outliers c')
o N
Researchers indicate tha valdes are,l ge(lQ all values that are far
from the mean or the central hmy Y 20@ For examining the outliers,
CX f thelvati

there is a need to che%

plot a@ In this study, all the boxplots
were checked, wh found

outliers, normality, multicollinearity, autecorr

& T

iZe, fg;age, board meeting had outliers.

Researchers ha@este ithep to de@%’ the observation with outlier issue or

!
¢
transform the using the Awinsorj ‘f@ method to overcome this issue. In this

e Nepiaced w -
method% e values PUd Jné\replaced with the closest value that is not
con@ an outlier (Henry &'?&nsing, 2014; Rivest, 1994; Yu-Jun, 2014; Zhang,

N

fter winsorizing the data, the outliers were solved. Boxplots of all the

6' bles are given in Appendix 2. It shows that the data were free from outlier issues.
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5.4.2 Normality of the Data

Traditionally, the use of skewness and kurtosis as indicators of the nor

widely spread among researchers. Pallant (2016) said that the accept@s of

skewness and kurtosis of less than absolute 2 were acceptable to conclm&t the data

were normally distributed. Q
The normality of the data was examined, and it was ‘oMat some values
t

exceeded the acceptable value of 2, indicating that a vyiolated normal

distribution. Researchers suggested transforming the da reso eWe. Among
@

Researchers have compared the methods f
Waerden is better than all methods (Llps

0
is more accurate in showing the vari ; aa

transform the data. (0 \ A

S
After transforming the d aIueQ)f skewness <e;(;@-‘ﬂmrtosis were examined.

Table 5.6 shows that less thehkurr valties a@wness values were also less
than 2, indicating that ere nofmall di!stri@ed.
4 b 4 &
\Su.L of N

ality Analysis

lee 5.‘5.
‘& . SkewAev<2 2
Varial \ e < Kurtosis <
K B f (—3"
Board size b g (Jo. 03 -0.411
Board Ind &u@ é\\ 0.398 0.415
Executi . ¥ 4 0.609 -0.633
X
Muslim Director \c.}’ 0.561 -0.768
Neeting Frequency 0.059 -1.449
ender Diversity -0.076 -1.502
0 Effectiveness -0.069 -0.792
hairman Specialization -1.414 0.298
AC size 1.213 -0.531
AC independence 0.150 1.731



AC meeting 0.581 -0.665

AC Effectiveness -0.013 -0.673 YV

SCQ -0.945 143 \

ROA -0.349 0. B
e

ROE -0.591
EPS 0.784
Firm Size 1.344 .683
Leverage -1.142 0.594
Firm age 1.213 T [0.995
N=11, Years =8, Observation=88 '
In STATA, normality can also be checke the resi .\tgd'ep\ ent

du al
| &S
variables. In this study, there are three depende lables, ?a ely OA%)E, and
edtoc

EPS. The residuals of the three dependent varia%s we }99{

Eeqk' for normal
distribution. Figure 5.1 shows the resids@oA. ol‘e re sb& a bell-shaped
curve, which is an indication tha Mto m A iscamwing a normal
o L) A
distribution. (‘}

&

@

% '
NS
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turn on Assist

o

Residuals
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| Residuals

pjde?k?aqe
@]
in tefrm of E V\\&w
D)f \ o

, the histogram is given in Figure 5.3. It

ormally distributed.
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Residuals

- ' /\N
Figure 5.3: Resid orm@lity of the Ea Per Share
&
Overall, the conclusmh e t th@ta were normally distributed
based on the values of%zs and krrtos an %based on the histograms of the
4 2

residuals. \ @ %C}’

A &

\ l (.z

54.3 Multlco% ity f

s sug ste :e a g the multicollinearity, which refers to high

cor@ong the mdepenql_;e_j’qp variables (Hair et al., 2017). Multicollinearity can

ed using several methods Researchers have suggested using the variation
t

ion factor (VIF) and Tolerance (1/VIF) to check if the data has a

Qlticollinearity issue. A value of VIF greater than 10 or a tolerance less than 0.10

indicates that the data have a multicollinearity issue. A multi-regression analysis was
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used to check for collinearity. The dependent variable was assigned as ROA. Other
dependent variables, including ROE and EPS, were included in the equationw

5.7 shows the results of the multicollinearity analysis. It shows that the @} VIF

was less than 10, and the tolerance was greater than 0.10. *
Table 5.7: Multicollinearity Analysis Q
'Y
Variable VIF<10 Tolm(UVIF) >0.10

Model 1 Model2 Mo Model 2

EPS 4.435 2.733 0.331
ROE 4.031 2.994 : | o33
Board Size 1.634 :

Muslim director 2.512 :

Board Gender diversity 2.311 . g \¢
Board Independence 2.311 Q}
Board meeting 1.413 —\
Executive member 1.515 \%'
BOD effectiveness “,0.319
AC Size 1.612

AC independence 1.341 V

AC Meeting 1.313

AC Chairman Specialization 1.

AC effectiveness ]\ . 0.377
SCQ 12

Firm age % 0.622
leverage .9 0.612
Firm Size > @ 0.906

Dependent variable: ROA \ N

5.4.4 Correlation Ma% ( 0
g b o
Hair et al K())aso ted th téf/correlation between the variables

exceeding 0.90 éodma i here éﬁcﬂulticollinearity. The correlation among

the variables en in Tablel5.80 It s that correlation among the variables. It

%v NN
can be % the jrighe ;orrela@n is between the dependent variables ROE and
EPS.W&O. 6

Nons between the variables were less than 0.567. All the correlations between

d ariables were less than 0.90, confirming that collinearity was not an issue in this
udy.

7, followed by tf@\)mrrelation between ROA and ROE at 0.511. Other
\
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Table 5.8: Matrix of Correlation Among the Va&’%

BS BIND EM MD BMF GD ACCS [ ACS [ ACIND AC.I;R"ROA ROE | EPS FSIZE [ LR | FAGE
BS 1 X7~
BIND -0.212% |1 ~ Y
EM -0.033 | 0.212** |1 \"
MD 0.134 0.311** |-008 |1 |
BMF 0.089 0.218** | -0.154 | 0.370** |1 \d -
GD -0.241* | -0.053 | 0.017 [0.141 |0.054 1 73, \Q‘
ACCS |[-0.053 |-0.041 [0.32 |[0.209* |0.093 0.351** |1 ‘é 2 {_
ACS 0.231** | 0.287** | -0.077 | 0.477** | 0.334** | -0.315* |-0.133 |1 \\ ‘\\'
ACIND | -0.045 0.113 0.119 |-0.143 | 0.184 0.231* | 0.143 -gﬂ}w 1 q) ;<'
ACMF [0041 |0164 [0.015 [0102 [0331** |0043 |-0.141 43 [o1g” [
ROA 0.008 -0.163 | -0.026 | 0.315** | 0.034 0.143 0.162’(‘_-‘0.044;: 0. 54'\*A~ 0.048 1
ROE 0.049 -0.133 | 0.005 | 0.419** | 0.065 0.154 0. <0.043 >2).04 » | 0.013 0.567** | 1
EPS 0.049 -0.182* | 0.037 | 0.222* | -0.052 0031 | 0044" 0.] -o\' * 10.032 0.436** | 0.511** | 1
FSIZE |-0.091 | 0.081 0.234* |-0.036 |-0233** [0035 , wg -0.134: @23* -0.35 0.335** [ 0.141 [ 0183 |1
LR -0.042 | 0.044 -0.001 |0.120 | 0.044 0.034 ‘-‘))'.04\4L 4-038% . [0.043 0.242* |0.316* |0.142 [0041 [0114 |1
FAGE | 0.133 0.145 -0.036 | .265** | 0.131 0.0 0.05 \6.04’1%\-/ -0.143 0.231** | 0.424** | 0.439** | 0.491** | 0.141 | 0.139 |1
*_ Correlation is significant at the 0.05 level (2-tailed). **. Correlation’iﬁaﬁfi‘ca 10'9€/§\llel (2-tailed).

4 v : \a)

Note: BS: board size, BIND: Board Independence, E
ACCS: Audit committee chairman specialization, "
ROA: Return on assets, ROE: return on equity, Q

N
S

utive memt ;gg Muslim directors, BMF: Board meeting frequency, GD: board gender diversity,
dit& tee size, ACI: Audit committee independence, ACMF: Audit committee meeting frequency,
ing per hare,§2E: Firm size, LR: leverage, FAGE: Firm age.

N
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For the correlation among the composite variables such as the BODE, ACE, and

the control variable and the dependent variable Table 5.9 shows that the

% i0
was within the accepted range of less than 0.90. ! )

Table 5.9: Correlation among Composite Variables and Financia%@rmance

n

BODE ACE ROA ROE EPS FS LEV FA
BODE 1
ACE 0.345 1
ROA 0.231 0.034 1
ROE 0.110 -0.012 0.557 1
EPS -0.045 -0.154 0.409 0.541 1
FS 0.189 0.026 0.345 0.431 0.121 1
LR 0.231 0.134 0.513 0.343 0.133 0.343 1
FA 0.431 0.134 0.541 0.610 0.414 0.243 0.419 1
Note: BODE: Board director effectiveness, ACE: Auditmittee effec’ten , ROA=Return on
assets, ROE: Return on equity, EPS: Earning per share, FS: Firiisize, LR#leverage, FA@H age.
5.4.5 Heteroscedasticity \ X~

Heteroscedasticity occurs when @e is constant.4@ne of the widely
dasticCi

ty Esue\? the ,,&&eusch-Pagan/ Cook-

used methods to test the heterote
Weisberg test. A null hypothesis posing that.there iS~Constant variance in the

9 %
data. The Null hypothesis is aM if tFMiZ i&‘g‘?’éater than 0.05 and rejected
N
g 0.05

if the Prob>chi2 is It th .05. Table 10 nts the results of testing the
heteroscedasticity. hgh ro ced,@ \K/‘
variables. The taM) St |the ob>c as greater than 0.05 for all dependent

variables indi@hat e'nu )f)!)th&(f}is accepted. This confirms that there is no

| e G
issue of dasticity infth da@fthls study.
&'

Tablg?iO: Heteroscedasticity
Breusch-Pagatbf:ook-Weisberg test for heteroskedasticity

\ Ho: Constant variance
Variables: fitted values of chi2(1) 2.090
0 Log ROA Prob > chi2 0.141

%,

sted using the three dependent

/
P

Variables: fitted values of chi2(1) 0.641
Log ROE Prob > chi2 0.399
Variables: fitted values of chi2(1) 0.871
Log EPS Prob > chi2 0.319
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5.4.6 Autocorrelation

Autocorrelation or serial correlation occurs in financial data because th?ve
similar readings, especially when it comes to assets, ROA, and ROE. Xome
this issue, researchers suggested lagging the error term by T-1 (Fahrmﬁ&a 2013).
Breusch Godfrey LM is a common method for testing autocorrelWHun, 2011;
Anderson et al., 2016). This method proposes a null hypot sh/shown in Table
5.11 “HO: no serial correlation.” The method was us r'ythe 'hree dependent

variables, and the conclusion was reached that no auto latio e ecause the

Prob>chi2 was greater than 0.05. Thus, the null hypo is accepte r'R@-’EOE
and EPS. Thus, this leads to the conclusion t correlﬁl S no@' issue in

this study's data. 0\ g
Table 5. u orrelatlo <<
‘ O
DV Lags(p) i ;\ rob>ehi2 Conclusion

ROA 1 ! 0}3.141 HO: accepted
ROE 1 u Q’ 0.134 HO: accepted
EPS 1 4" 0301 HO: accepted

Before te esea{f}i{ots must determine the suitability of the
!
¢
chosen modegﬂbhypo eses stﬁlgb re are the random-effects model and the
fixed- odey o se.@'e of the models, the Hausman test must be

conm Irst, a regression a@@‘;s was conducted using the random-effects model;
results were stored. Next the regression analysis was conducted using the
-effect model, and the results were also stored. After that, the Hausman test was

Qed to determine the appropriate model.
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To do this, two hypotheses are developed. First, the null hypothesis: “HO:
random effect model is appropriate for the panel data” while the alternative hyp is
is stated “Ha: fixed effect model is appropriate for the panel data.” The r%\f the
Hausman test are given in Table 5.12. It shows the Prob>chi2 wa an 0.05,
indicating that the null hypotheses are rejected, and the alternauYWypothesis is

accepted. Accordingly, the hypotheses of this study will b M using the fixed
effect model. z

l

Table 5.12: Result of the Hausm est , .\d
? v

Dependent variable Chi2 (7) Prob>chi2 onclusior' v 2 ,\‘
Return on Assets 118.13 0.0000 ixed eﬁIct | i§ ami?)riate
Return on Equity 110.89 0.0000 Fix:}ef ct model is priate
Earnings Per Share 52.34 0.00 Fixed e i i

The hypotheses of this study wehd us'n%S . '_I'Q xed-effects model
was used in testing all the hypoth %e wl«%’n IS Stcept the hypothesis if
the t-value (t) is greater than @;nwg @ue or P) less than 0.1 and
accept the hypotheses if thwxue is’grea han 4-96 at P-value level of less than
0.05 and accepting themesisQ -valué

this study, all t}QgQificar‘:e
observations EMsid red s

(2017). Q, -&J
& ! v)r >
Q) >

5.\ t Effect Hypothesg:3

‘é he direct effect hypotheses of this study include the effect of BOD and its sub-
Oiables and the effect of AC and its sub-variables on the financial performance of

'8658 with P-value less than 0.001. In

Is w considered because the number of

ll'hiegsjin line with the suggestion of Hair et al.

Takaful companies in Malaysia. There are 12 direct hypotheses. Seven of the

hypotheses are related to the BODE, while the remaining five are related to the ACE.
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It is worthwhile to mention that the BOD effectiveness (BODE_score) and AC
effectiveness (ACE_score) were tested alone but combined for a better presentw
the result. cq\

The first dependent variable of this study is the ROA. Table Q&hows the
results of the hypotheses with ROA as the dependent variadeel 1 was
statistically significant with Prob>F accounts to 0.000 and F=24.19¢ The r-square of
the model was 0.73, indicating that the variables can exp XATOf the variation in
the ROA. For model 2, it is also statistically significa ith P, OM to 0.000

as 0.54, i aﬁng_;\cﬂ}?:the

and F=34.91. The r-square, as shown in Table 5.

composite variables can explain 54% of the variati R% \T
Table 5.13: Results of Direct Effect Hy on G\OA Depe@?t~ Variable
~, £,
/" "Model 2
H Return on Assets Coef. (B) P>t oef,. BY t P>t
Constant o.719*c . e 97/9&&* 4.08 0.000***
H1 Board Size 0.00 ;
H2 BOD independence 0.064 . . C}
H3 Executive membership  0¢
H4  Muslim directors m
H5 BOD meeting =

(BDE_score) 40
H8  AC Chairman \ Of) \ 133 (oAs0
Specializatio %
H9  ACSize 18" 0,037+
4

\ 2
H10  AC indepéndence : b 2@@, 0.009%**
H1l AC Medti uengy ¢ 0,004 » g9 0301
c 0.271%%* 476 0.000%**

H12 AC IVeness
(AC% \(-’
Fi S ’ -0.003% -0.04 0.919 0.004 0.641 0.514
Qa? J0.44
irm age
86

-0. ) .
frequency é\
H6  Gender diversity 189** | 3.3 |O.%‘,
H7 BOD Effectivenes 2 0.241***  3.79 0.000***

2.99 0.003** 0.591** 3.16 0.001
-0,005 -1.53 0.134 -0.019** -2.43 0.029
34.91

, 86) :
Vro >F (P-value) 0.000 0.000
-squared 0.73 0.54
% x% *** indicates significance at the 10%, 5%, 1%, levels
Q For the effect on Return on Equity (ROE), the findings in Table 5.14 present the

results of testing the hypotheses with ROE as a dependent variable. Model 1 was
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significant (Prof>F=0.000) with an r-square of 0.531, indicating that the variables can
explain 53.1% of the variation in the ROE. Similarly, Model 2 was also sig t

and can explain 44.5% of the variation in the ROE of Takaful companies i@sia.

Table 5.14: Results of Testing the Hypotheses with ROE as a Depe ariable
Model 1 WI 2

Return on Equity Coef. T P>t Coef. t P>t
Constant 0.559** 3.19 0.006**  0.192* .99 0.000**

H1 Board Size 0.003 0.42 0.519 Y.

H2 BOD independence  0.002 0.06 0.807

H3 Executive 0.318*** 6.01 0.000*** '
membership

H4 Muslim directors 0.491*** 6.42 0.000* \d

H5 BOD meeting -0.021** -2.09 0.033** L Y'
frequency N

H6 Gender diversity 0.197** 3.34 [ ' _{'7

H7 BOD Effectiveness 0}66 ** 1519 0.000***

(BDE_score)

H8  AC Chairman 0.065* 1.89 W Ny N &
Specialization

H9  ACSize 004a* 2. \).02*"\ é

H10 AC independence 0.213** 3.% 0.00

H11  AC Meeting 0.005 N 731
frequency

H12  AC Effectiveness \Y g\‘z‘ 291 0.003**
(ACE_score)

Firm Size 0.004 ?.280 0.1 1.33 0.210

5
Leverage -0.0 .003 -0.02 0.943
Q*A -0.019 -2.91 0.002

Firm age -O.N
F (13, 86) 12 23.99

R-squared 0. 0.445

N
Prob>F (P-value) 0: 0.000
[ fls

Note: *,**, *** indicate icance gt e 10%, i"éo;f%, levels.

Table 5.15 &NS thel rh of(ié'r{g the hypotheses with EPS as a

dependent vari The ab‘le qth&t)@del 1 was statistically significant with a
'
Prof>F va@ 00 and a7

R qua.éyalue of 0.735. This implies that the variables

of this n explai 5% e variation in EPS. For Model 2, the model was
N

als icant with F:20.87‘a&(?R-square of 0.541, indicating that 54.1% of the EPS

N

explained by BOD effectiveness and AC effectiveness.
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Table 5.15: Results of Testing the Hypotheses with EPS as Dependent Variable

Model 1 Model 2

EPS Coef. T P>t Coef. t P
Constant 0.991** 2.03 0.041**  0.912** 2. 34**

H1 Board Size 0.031** 2.49 0.004** %

H2 BOD independence 0.232***  3.78 0.000***

H3 Executive membership -0.396**  -2.41  0.019**

H4 Muslim directors 0.541** 231 0.009**

H5 BOD meeting frequency -0.004 -0.24 0.614

H6 Gender diversity 0.377** 2.19 0.031**

H7  BOD Effectiveness 0.9M 3.44  0.000%**
(BDE_score)

H8 AC Chairman 0.113 1.34 0.219 Q
Specialization '

H9 AC Size 0.131* 1.98 0.048**

H10 AC independence 0.212 0.93 0.4

H11 AC Meeting frequency -0.042 -1.44  0.139 P

H12  AC Effectiveness 0.709** 49 sQ 00***
(ACE_score) 1 _{')
Firm Size 0.004 0.24 97 014 0.4 0.348
Leverage 0.139 0.27 0. 1 0 23“’(~ 0.782
Firm age -0.003 -0.03 910 0.201
F (13, 86) 23.96

Prob>F (P-value) 0.000

R-squared

0.735 \)
*** *** indicates significance at the 1 5%g¢and 1% levi

5.6.1 Effect of Board of Directs or@yﬁnanma %r

BOD includes six sub- . board si

membership, Muslim dire board

tin freq@, and gender diversity. To

simply the hypothes%| g and fthe rege@on of the result, Table 5.16

4 $ &
summarizes the eﬁ&'h@he B\fﬁn\t e th%dépendent variables of this study.
. Re irec

Table 5. tso tE f BOD on Financial Performance
) o !
H Indep t Variables g Coefficient
Q, JROA ROE EPS
sta ‘o 0.7, i 0.559** 0.991**
H1 [ b S 0.003 0.031**
H2 ependence .064** 0.002 0.232***
H3 utive membership . ~0:006 0.318%** -0.396%**
HNYICI)J im directors .387*** 0.491*** 0.541**
D meeting frequency -0.015** -0.021** -0.004
ender diversity 0.189** 0.197** 0.377**
BOD Effectiveness 0.241%** 0.366*** 0.941%**

(BODE_score)

*, *** indicates significance at the 10%, 5%, and 1% levels
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5.6.1.1 Board Size and Financial Performance

The first hypothesis of this study predicted that the effect of board SIZ
financial performance of the Takaful companies in Malaysia would be ‘Hl
Board size is positively related to the financial performance of Mﬁkp Takaful
Financial companies.” The findings in Table 5.16 show that the effem)ard size on

ROA was insignificant (Coefficient = 0.003, T = 0.63, P<0. 53%% s, board size did
it$ e

ff t on ROE, the

not affect the ROA of Takaful companies in Malaysia.
findings also showed that the effect was insignificant i w T= 0 42,
P<0.519). Board size did not affect the ROE of Ta
the EPS, the findings showed that the effect
=0.031, T=2.49, P<0.005) at a level of 0

Thus, the hypothesis regarding wa size was Trejected

accounting-based performance su ROA a\R(?E

comes to the market-based p%ce s@
decrease in the number o@mer il notaf ect ROA and ROE, but an
increase in the board s ave a positi g e@ EPS.

ze vﬁaccounting-based performance could

The insignifi ffect (]

be related to th act d boé‘(night lead to different opinions that can
affect the R Ho vef‘ V\Q?It comes to earnings per sharing, board size
could i i 0 inyestorsfthat a%e board size is important for company share

"('

prlc

JZ

% ese findings agree Wlth the Resource Dependence Theory, which suggests
h

a larger board has a positive relationship with financial performance because it

QOWS for more diversity and specialists from various fields and facilitates high-
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quality decision making. A large board also helps create new networks to obtain
benefits from external resources (Salim et al., 2016). YV

In Malaysia, Zain et al.,(2019) found that larger boards were unat% sure
effectiveness in monitoring management and, thus, were not associﬂNith better
performance. Mai (2021) Islamic bank in Indonesia revealed board of directors’ size
shows an insignificant influence on financial performance. MO) and Haniffa
and Hudaib (2006) reported that the board size was i mt regarding firm
performance. Bhagat and Bolton (2009) and Kajola 08) u.?rd\nds‘ignificant

Yw

relationship between board size and firm performancge.“Jowever, B allar@arma

(2016) reported that board size and perform re signi y ac@?ﬁositively

N
related. %, é\v

In this study, hypothesis H1, whi

board size and firm performance, %
measure (EPS) and rejected ba%
and ROE). The positive rel m I e
when the board size this allowsJfor m@ diversity and specialists from

4 f &
various fields and fagilitates hii \am decgn/making.

&
e

y ‘a
5.6.1.2 BOD_independence a Fﬁa@ Performance

NN
T% nd Hypo }is sed that the relationship between BOD

ind@g&nce and financial efgy'rY;nance of Takaful companies would be positive
: D Independence is positively related to the performance of Malaysian
Takaful companies.” The findings shown in Table 5.16 indicate that BOD
dependence was positively related to the ROA (Coefficient = 0.064, T= 3.31,

P<0.05). Thus, BOD independence positively affects the ROA of Takaful companies
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in Malaysia. However, in terms of the ROE, the findings showed that the BOD
independence had a positive but insignificant effect on ROE (Coefficient = 0.
0.06, P>0.1). When tested with the EPS, the findings showed a positiv@ation
between BOD independence and the EPS of Malaysian Tak&l’kompanies
(Coefficient = 0.232, T= 3.78, P<0.001). Thus, the conclusion can me that BOD
independence is an essential predictor of ROA and EPS but not ROE. An increase in
BOD independence will result in a positive increase in R EK:S' The finding for
ROE was positive but insignificant. \d
oLy
The findings regarding ROA and EPs aligh w e tenefs o gebgf\'j"leory.

S _is 4h in egé of the
K Y,

st an,é\grcreases the
S, 2@“ Fama & Jensen,

One reason for the relationship with ROA

independence board members reduces

transparency and quality of decision waosse &
1983). Researchers believe that boz%depende\eie$e K_{g* for the performance
N,

of companies as it increase%/eneg an reduz(/ anagerial opportunism
(Terjesen et al., 2016; Ha BMI : OS)éQ%ther possible reason is that
rov

external or indepem%l ctors

management acti&stabilizr
and widen the c% dy' '
2016). The Es% effect can E)_(J([;Rained because outside independent directors

N
on boaré{n, ced £ I@ comqﬁitiveness and provided new strategic outlooks

for Qms (Abor & Adjasi, @7’)
%\her studies align with the findings of this study regarding the relationship
e

een board independence and ROA. For example, Nickmanesh (2013) found a

—h

ele ive machinery for observing
3 &
té(andpoints, avert misuses of authority,

ce u@'ﬁinning the firm (Fernandez-Gago et al.,

ignificant and positive relationship between independence members board and ROA

in Malaysia.  Hasnah (2009) found a positive relationship between board
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independence and corporate performance. Alhaji (2012) found that independent

directors influenced EPS. The findings of other studies do not align with thos?ﬂe

—

current study. For example, Joher and Mohd Ali (2005) indicated that@lden
non-executive directors serving on a board did not provide any signifi planation
for firm performance. Using ROE as a metric, Ponnu and KarthigWOlO) stated
that no strong evidence existed that the recommended princi IeNCCG regarding
independent directors positively affected corporate perfor mzilaysia (Johari et

al., 2008; Wan Yusoff & Alhaji, 2012; Hashim & Deviy, 2005 TWRomuald,
"X
datal from) all i@ﬁnian

, f% oard@airectors’
> RG é\‘?'

The insignificant effect of ind ent directors fir %formance in the

current study could be because@g?e indeﬁngm r@s had no adequate

knowledge of the market chang%elecﬁon ofJ depe(;;r@\t board member in some
companies was based on p '%eas ;or merely @atisfy the requirement of the
governance code that q*;mi‘i%y}t%@"d independent board members
2t %c‘f
The mixe@s of 'nt st @V(Nere consistent with those who argued
¢

2012). Conversely, Amedi and Mustafa (2020),

companies from manufacture sector from 201

independence had a positive influence on fiw

(Haniffa & Hudaib QQ% Am

that board i ence did_n affectii?% performance. Other studies have revealed

N
an inco% relation betv@ independent directors and firm performance

Y-
(Abﬁé\djasi, 2007; Abdul an & Ali, 2006).

\!/erall, the findings have indicated that a positive relationship existed between

@ independence and corporate performance of Malaysian Takaful companies.
h

erefore, H2 of this study is supported in term of account-based performance (ROA)
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and market-based performance (EPS) but did not support the accounting-based

performance metric (ROE). Yv
5.6.1.3 Executive Membership and Financial Performance *

The third hypothesis of this study posited that the effeef of executive
membership would be positively related to the financial performance of Takaful
companies in Malaysia,” H3: Executive membership I ml)' related to the
performance of Malaysian Takaful companies.”

The findings of hypotheses testing, which are ted in [Tab Jb 3\@/ that

the assumption was correct. Executive membe d p ect\?;~ the ROA
of the Takaful companies in Malaysia ( f| nt n\O .0 :,@;~P>O 1) and
statistically insignificant. The find %ﬂl’dl indi Qé that executive

membership was positively related ROE o %k L;k'\)mpanles in Malaysia
(Coefficient = 0.318, T = 6.0 01) he result ofags?mg the hypothesis with
EPS as a dependent vari Xo MF\IFN{e @tlonshlp between executive
membership and EP* r, "tI a c'iahb'%between EPS and executive
membership Waswnt ii \dlw (C@nt--o 396, T =-2.41, p =0.019).

The p05|t ee e me Shlp on accounting-based performance

(i.e., ROA E) c Id b e{aué-t?e increase in the executive membership is
% NN
essentia% ified decisi akm&headlng to a positive impact on ROA and ROE.
Y-v
On her hand, the mcre@ﬁ executive membership on the board of directors

\legatlvely indicate the investors and negatively affect the EPS. May
pretation executive membership focus to success and generate accounting profit,
ain personal bonus rather than the benefit of price market share.
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The finding agrees with Stewardship Theory that suggests managers and
executives board members are willing to do their duties to grow a firm (Doa
2020). This is also consistent with Stakeholders Theory, positing that@D is
concerned with protecting all stakeholders, whether individuals or gr eeman et
al., 2004). This result is consistent with Kaymak and Bektas (ZOWho found a
positive relationship between executive board members and rmance On the
other hand, Doa and Ngo (2020) found that the numbe mb s holding both
executive and board of directors’ positions had no significant r IaWWIth firm
performance. However, in Romania, Borlea et al. (2 und that hi e’ p_@ce of
outside directors and equilibrium between insi % rs d@t impact

firm performance.

Thus, it can be concluded th\ %e)xecutlve @' had a positive

association with the accounting- b erform c A and ROE and a
negative association with th bas&j pe rmancé:{EPS) Accordingly, an
increase in executive me rsh wi an ase in the ROA and ROE.
However, an mcreas% cutlv'e‘ me r% |II decrease the EPS among

Malaysian Takaf;@pamei ould «Because an increase in executive
ma i

|ng and timely, positively impacting ROA

membership ca%\ : :' (,)

T%k, hypgthesis’H3 ofﬁﬁ? study was supported based on the accounting-

basw.&‘ormance indicators @E), and not supported based on the market-based

g
péxhance measure (EPS).
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5.6.1.4 Muslim Directors and Financial Performance

The fourth hypothesis of this study proposed that the Muslim directorw
BOD would have a positive association with the financial performanc@«aful
companies in Malaysia, “H4: Muslim Directors are positively ‘F&d to the

performance of Malaysian Takaful companies.” ?

The findings presented in Table 5.16 showed the results of testing the hypothesis
|gs S

with the three dependent variables of this study. The I,owed that this

87, :MO 000) at

0.001. Thus, Muslim directors had a positive i on the Alofcﬁkaful

association was positive and significant (Coefficient =

companies in Malaysia. \/

t the%’ggof Muslim
cien60.491 T = 6.43,

For the association with ROE, the in sh

directors on the ROE was positive N icant (C

p=0.000) at 0.001. Thus, similar to , the ire '\had a positive impact

on the ROE of the Malaysian %ﬁom;ﬁmes ane? based performance, the

finding showed that the i\; fT[ ectorS™on EPS was positive and

significant (Coefﬂue% 41,: 2 ,lp@)ZO) and significant at 0.05.

Accordingly, it is uded ti:?m tenc%gLMusllm directors on the board of the
ies |1

Takaful compa hav ositive impact on the accounting-based

!
performanc A d a‘d @?et based performance (EPS).
g e effeCt

N

Mu ountry. Having MK dlrectors on the board increases assurance to

Id b@lated to the fact that Malaysia is a majority

a e companies' customers, resulting in a positive increase in ROA and ROE.
d , the existence of Muslim director increases the confidence of Muslim investors
buy shares of the companies resulting in a positive impact on EPS.
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This finding agrees with Stakeholders Theory that posits that a business is
responsible for protecting the implied inviolability agreements by protecting thw
of all concerned parties including customers, investors, sellers, Worker@local

communities Shariah law that promotes social order and economic pment is

granted and maintained (Islam & Bhuiyan, 2019). ?

Resource Dependency Theory posits that a diversity of religion can enhance
ac

firm performance through sharing of expertise, knowl experience in the

decision-making process (Ramly, 2018). The result of urren awh Ibrahim
oy

and Alam (2018). They found a significant and @ssoci ion tv'ee_&‘-gnslim
Mu

directors and financial performance and indi slim-di tors@ﬁificamly

\ =
to ec@rmcs, morals,

and dealings. Similarly, Mollah et al. ted that im (@: ors' involvement

at the board top-level could impr@anagers —%ki g,@haviour and enhance
N,
their firms' internal tasks and nce.“l’aka Icopeg/é? because it is an Islamic

company. So, many board decision making depends on

5.6. D meeting Frequer@;énd Financial Performance

N
\Nne fifth hypothesis of this study posited a positive association between BOD

o S
&o v

ing frequency and financial performance of Takaful companies in Malaysia, “H5:
eeting Frequency will be positively related to the performance of Malaysian Takaful

companies.
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The findings indicate a significant and negative effect on the ROA. (Coefficient
= -0.015, T = -2.01, p = 0.043) at 0.05. Thus, the increase in the number o
meeting will negatively impact ROA. Similarly, the findings showe@ative
association between BOD meeting frequency and the ROE (Coeﬁicieﬁ&.OZl, T=
-2.09, p = 0.033) in terms of the ROE. In terms of the EPS, the ms showed a
negative relationship between BOD meeting frequency and the EPS"(Coefficient = -
0.004, T= -0.24, p = 0.614). However, this relatio “&/; rot statistically

significant. .\d

This finding, in contrast with the Agency The rspective, |d1 @ that
bo{ ings, @ng to an
T S

ce. € pPo direction is

board of directors' effectiveness is related to

improvement in board performance and bétter

consistent with Resource Dependen@, which

meetings can assess and track the tﬁ%\ess of t\[ma%

to any difficulties encountered (AI0 Matapi et alzgo 4).

The negative finding%i_c' S t]a n nor@high frequency of meetings
leads to a decrease |(%\ becaus # a‘reszkts related to the frequency of
as

'3

F &

gerial time, hotel accommodation,

meetings of the K‘of di
travel costs, andymeeting e

his réﬁ consistent with Abdulsamad (2018) in
a study of aysia public n&?anies that revealed board meetings were

N
vsvrelated to firm performance. Christensen et al.

jee

(ZOQO found a negative, impact of board meetings' frequency on the Q-ratio in
dope

I \ustralian firms. However, the findings are inconsistent with the findings of

statistically, significagt an ﬁgati

révious studies found a positive relationship between board meetings and corporate

erformance (Ntim & Osei, 2011).
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These finding could be explained based on the notion that an increase in the
number of meetings of the board boosts operational costs, which, in turn, V&s
ROA and ROE. In term of EPS, the effect is negative but insignificant, W@ can
be related to the same reason. In Malaysian Takaful companies some‘%anies met
17 times during the year. One possible explanation of the insignificant finding is that
the number of board meetings is more strongly associated wi hMed to deal with

L o

extraordinary situations and urgent circumstances than iness decisions.

Indeed, Habbash (2010) argues that frequent meetings might not a a feature
"X
of an effective board. i _\b}

Thus, it can be concluded that in term of un% ndicators such as

the ROA and ROE, the increase in the ber” of ck\e meg@;rwill have a

negative effect on the accounting-ba&erarmance.
based performance, there was no as@g'jion. \T

N,

[ 51' na@i

Therefore, hypothesis

accounting-based performance in atj and@ and not supported based on
the market-based perf(%e)ceasu‘; (EP ;‘l 0

&
S
5.6.1.6 GenderDiversity a inancial ES%()rmance

!
¢
The SEE othesis posits 6a t‘ﬁ?effect of gender diversity on the financial

perfom%

diversityais positively related @ performance of Malaysian Takaful companies.”

Takaf anies®\ould be positive and significant, “H6: Gender
\e findings presented in Table 5.16 showed that the association was positive
@ accounting-based performance and market-based performance. For the
ssociation with ROA, the table shows that gender diversity had a positive association

with ROA (Coefficient = 0.189, T = 3.39, p = 0.001) at 0.05. A similar positive and
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significant association was found between gender diversity and the ROE (Coefficient

= 0.197, T = 3.34, p = 0.001) 0.05. For the EPS, the association was also w

(Coefficient =0.377, T = 2.19, p = 0.031) at 0.05. (’}
One possible explanation is that an industry's nature i es male

representation on boards of directors (Hillman et al., 2007). MalayM'as introduced

several measures for women’s advancement in this regard. Oqe Mcatalyst for this

development was establishing a ministry in 2001 that specifica pr(,motes women's

interests. Later, in 2004, the government formed a inet C mWn Gender
23

Equality, chaired by the then Prime Minister alaysia C e‘u@ the

government adopted a policy to appoint at % wom ded@-ﬁ-making

levels in the public sector. Subsequently, l\ul) Olh\the vernm@tg;xtended the
policy to listed firms and set 2016 %aadline fo pI@. So, females in

Malaysian companies have strong @jon ar&&?n g@\m making. Also, the
N,
nature of Takaful companies%e fir?ancia sector. ourages women to be

&
S

involved in the committee (Q:hh, Zt : %
This result agre i gency Theo a‘nd@murce Dependency Theory that

4 &
suggests that m;)édversiﬁ }'yqrate s enhance financial performance.
00

%

S

Women bring \ iew plex(gdblems which could preserve truthful
¢
information 'hrobl sol 'ng' arE(;(?ecision-making processes and add quality

NN
resourc% e relation ?1 com&tments to the board (Wang, 2020; Francoeur et
! Qb 1993) c.}s.
al. arra :
H ) \

\Nnis finding consistent with Jabari and Muhamad (2020) who found that more

d—

ender-diverse BOD and SSB are expected to have better financial performance in
alaysian and Indonesian Islamic banks. Mai (2021) The results show that female

board of directors has a positive and significant influence on bank performance. Sabri
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et al. (2020) found that gender diversity on the BOD improved Malaysian companies'
financial performance. Lee-Kuen et al. (2017) found a positive relationship t?m
gender diversity and financial performance in Malaysian listed companie@}{ga et

al., (2018) found, concerning Resource Dependence Theory, that gen rsity had

a positive impact on financial performance. Darko et al., (2016)W positive a

positive impact on firm performance in Ghanaian firms. Aribi eNOlS) suggested

that women’s participation in management positions xy 'impacted firm

performance. Their participation could significantly act he\dgép-making

substanti 'm&ie}vf'irm

n 0% of @Etors will
X

itho&ie hat ref@* the women's

process and the variety of opinions and ideas

performance (Green & Homroy, 2018). Havin

increase problem solving and provide com&ie;

needs in the market, leading to be\%.mting an ark@sed performance
(Nyatichi, 2016). (,) >\T ,<\
N,
Accordingly, it can be co% 8 @

that gende wers(i(/ IS positively related to the

ROA and ROE of Malaysiai' mul anies. Thi icates that when the gender

diversity in the BOD %
Thus, the accour;n@ed pef
BOD. A simila% ion

¢

more diversif% interms o erﬁje@}n he BOD will lead to better EPS.
0
b

mpanies

in e?!;e@'e ROA and ROE will increase.
&
e Wignﬂease with more gender diversified

rive%‘j}%‘ferm of market-based performance. The

"
T% . hypgathesis’H6 oftﬁ? study was supported based on the accounting-

formance indicators A and ROE) and supported based on the market-
G

as
@&rformance measure (EPS).
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5.6.1.7 BOD Effectiveness and Financial Performance

To measure the board effectiveness in this study, a composite measure )
was created using the board effectiveness to test if there was an aggregate@}ce of
effectiveness metrics on financial performance. The measure f board
effectiveness score was based on previous studies (e.g., Rasli, ZOmthew et al.,
2018; Makhlouf et al., 2017; Aomrah, 2015; Yousuf, 201 'Mel, 2013). This
method is based on the notion that the effectiveness of ¢ m\frnance may be
achieved via different channels (Cai et al., 2008) and a pa iMc‘hanism’s
effectiveness may depend on the effectiveness of oth ediker & h,'lg%;g;vis

& Useem, 2002). Similarly, O'Sullivan et al. (2 ue_that rall Q/&Eurement

of corporate governance mechanisms S mooﬁ >antiaj$¥e.ct than an
individual effect. g é

The seventh hypothesis of tf%dy was qto be:BODE (BODE_score)
and its relationship with the fir%erfo anc Taﬁ@companies in Malaysia.

The study predicted that th shJ) e @ variables would be positive
“H7: There is a po%ilations ip

'3

performance of I\/@] T@anie%
The findings in“¥Fable 'W the)%potheses testing regarding the effect of

SGn @(e?nancial performance of Takaful companies
NN

in Mal% e fi oweﬁ]at the BODE (BODE_score) had a positive
Y-

relaﬂgﬁp with the ROA (C@éient =0.241, T=3.79, p=0.000) at 0.001. Thus, the

vv'een)ODE (BODE_score) and the

hg\ﬂ'bsis is confirmed with the ROA.
: In terms of the ROE, the findings also showed a positive relationship between
ODE (BODE_score) and ROE (Coefficient = 0.366, T = 5.19, p = 0.000) of

Malaysian Takaful companies at 0.001. Thus, the hypothesis, as confirmed with ROE.
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Lastly, with the EPS, the findings showed that the relationship between BODE
(BODE_score) and EPS (Coefficient = 0.941, T= 3.44, p=0.000) was positi
significance level of less than 0.001. (ﬁ\

These findings are consistent with Kassim et al. (2012), who rev!&hat board
effectiveness influences company performance in Malaysia. Tmads to the
conclusion that the hypothesis is confirmed with the accou tin\-Med performance
metrics (ROA and ROE) and an increase in BODE (B ’%re)'will lead to an
increase in the accounting-based performance of the sia TWompanies.

AR
ce, an incr ﬁ@ODE
S% ful %m)anies in

f dire@rg;‘fectiveness
ial pe@?‘nance.

This was also confirmed with the market-based perfo

(BODE_score) will lead to a positive increase i

has a strong effect on Malaysian Taka@ames‘ fina

Therefore, hypothesis H7 of %Udy wa grte h{s\ted on the accounting-
N,

based performance indicators @d RQ)E) qsum@&d based on the market-

based performance measure(EP J $

5.6.2 Effect of Audit ittee on Finan |aI'Pe®'rmance
g b o &
i eses

This study developed fi gla{ed to the relationship between the
[ -

audit committw its s
[
companies i

es v@"the financial performance of Takaful

sia. The fi

NN
§?:e r17: Résult }the B&?ct Effect of AC on Financial Performance
H Independent Variad@’ Coefficient
' "ROA ROE EPS
\ Constant 0.719*** 0.559** 0.991**
H8 '; AC Chairman 0.046 0.065* 0.113
9 AC Size 0.139** 0.044** 0.131*
AC independence 0.179** 0.213** 0.212
11
H12 AC Effectiveness 0.271** 0.193** 0.709**
(ACE_score)

!
ing's (){B?potheses testing are given in Table 5.17.
Specialization
@O AC Meeting frequency  0.004 0.005 -0.042
* ** *** indicates significance at the 10%, 5%, and 1% levels
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5.6.2.1 AC Chairman Specialization and Financial Performance

The eighth hypothesis of this study predicted that the relationship beNQzAC

chairman specialization and performance of Malaysian Takaful companies @uld be

positive, “H8: AC Chairman Specialization is positively related to t?ﬁg‘ormance of

Malaysian Takaful companies.” V
The findings in Table 5.17 indicate that the ch 'rmWeiaIization had a

positive but insignificant relationship with ROA (Coeffigient O.WL%, p=

0.159). On the other hand, the findings also showedythat AC chairm s'edajl\Etion
(.)

had a positive and significant relationship with OE (E:.o icient = @65, T=

1.89, p = 0.061) at a significant level less thaRO.l. indings ig teate that the
cient = 0.113, T= 1.34,

p=0.219) was positive but not significant forthe @ wi h(;s.

A possible explanation tha%hg ths;‘ %r anc‘j‘)s~ pecialized, this could
tl

9 Q—
potentially affect financial-rel& ivitie S tfﬁRfDE but not the operational

activities such as ROA, an arket agtiviti

relationship between chairman specializati E

N
luc ~%EPS. In this study, most AC

chairman had financial bagkgrounds, o’ E&jpr differences affected Malaysian

Takaful compani mial Jrfo nce. %
N
In Malae%n.fxr shidahsan e}yhza;%-@OOG) argued that it was crucial for an AC

to include%entan experienced-directors in financial aspects. This is because an
’
AC i w J

d foremost formed({with the intent of monitoring a firm's financial

3
™

rewg rocess. The chairmarrof the audit committee will especially affect decision-

N

=

and financial performance.
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One possible interpretation is that most AC chairpersons had financial
backgrounds, no major differences were present on the effect on Malaysian WI
companies' financial performance. (0\

Overall, the hypothesis related to the relationship bet chairman
specialization and ROA was rejected. Chairman specialization hw relationship
with the ROA, and the changes in Chairman specialization had nosimpact on ROA.
The chairman specialization impacted ROE. This confir k.

pothesis that linked

chairman specialization with the ROE. According n i rw chairman
L ]

i
of the Takaful @smn
at% I nt.t\&' affected

X

othes@vas rejected.
5.6.2.2 AC Size and Financial Per%ance \Y ,<\

The ninth hypothesis p% tha? the S&,{— ould have a positive

relationship with the fina 'I\Qforj e theg\éful companies in Malaysia,

“H9: AC Size is pasiti related! to e'ps@‘rmance of Malaysian Takaful
v/ &

companies.” \
The findh@able | th ‘%’AC size had an significant and positive
relationshi@OA Cogf ieft L‘(-).?39, T = 2.13, p = 0.037). In term of the
R

relation%

Ro@fﬁcient =0.044,T = , p =0.024) positive and a significance level of less
G

specialization will lead to a positive increase in th

companies. Regarding the EPS, the findings i

by the changes in chairman specialization.

NN
OE, Pdings%owed that the relationship between AC size and
t \MS. The relationship between AC size and EPS was positive and significant
0 fficient = 0.131, T = 1.98, p = 0.048) at level of less than 0.05.
A possible explanation of the positive effect on ROE is the AC size contributes
to the goodness of the ROE activities but not to the ROA. In addition, when the size of

230



AC is large and includes specialized and trusted members, investors' confidence will

increase, and this will result in an increase in EPS. Yv
This current study's results are consistent with the Agency Theory a@mrce
Dependence Theory perspective, suggesting that an audit committe ctiveness

increases as the size of the committee increases because it has moRresources with

which to address the issues faced by the company. This resylt for'"ROA agrees with

Zraiq and Fadzil (2018), who found a positive direction ins nifitiant relationship

insigni iths may be
oy
attributed to the probability that the chief executive o (CEQ) control t@ard’s
Al- 14,

actions, which might result in information asynﬁ“ M\ﬁa' " 20\/
This finding is consistent with AN@ n

committee size enhances company pwae. Aldam
relationship between audit commit@ﬁectiven \aﬂ%co

N,
a global financial crisis; theirfindi ino'i'cate hat c&/@nies with a large audit

between audit committee size and ROA.. In addition, t

@ performance during

committee size were ass@wit’ en fina s@ performance. In addition,

previous studies have positive ass ia'ciow}garding the role of AC size on
4 ’ &
ROE (Siam et al., &Q Ayeiri:\&\ IijargMS; Al-najjar, 2011) supporting the
notion that the@shi 'itiv ﬁd significant. They argued that a large
¢

board has a E@ knowled aé. &(Qbase helps the board make better decisions
edi

NN
rent prabl } inclu&?ﬁg Agency problems.
finding for EPS is @'ﬁant with (Zraiq & Fadzil, 2018) found a positive
N

and han
N&\ and significant relationship between audit committee size and EPS. Dalton et

[.;%(1998) found a positive association between audit committee size and EPS,

rguing that the monitoring process resulted in higher performance.
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Thus, the hypothesis was accepted in term of the relationship between AC size
and ROE and ROE as well as AC size and EPS. Therefore, it can be concluw
the increase in the AC size will affect the ROE, ROA and the EP@VGW.

Accordingly, an increase in AC size will positively impact ROE, ROA*PS.

5.6.2.3 AC Independence and Financial Performance V
The tenth hypothesis predicted that the independ ZACi would have a
positive relationship with the financial performance he Taka panies in

"X
Malaysia, “H10: AC Independence is positively ed to [the rbr@e of

Malaysian Takaful companies.” \4' \Y
Table 5.17 presents the results of hﬁw;es ingt can,é\‘gen that AC
independence had a positive reIationsME)he ROA fici@é 0.179, T = 2.54,

p = 0.009) at less than 0.05. This su@Ss the hy \eega ,i:@'icates that an increase
-}' y N,
in AC independence will lead %l

ive increase i th A of Malaysian Takaful
N\’w
S

companies. \ I
In terms of AC.LI ;dence and Jts lreiwh)nship with ROE, the findings
4 ’ &
AC

showed a positive tionshi[i 'ﬁdependence and ROE (Coefficient =

!
afsi@}T kaful companies. For the relationship with
NN

0.213, T=3.1 &)OZ) : hus(:b%ncrease in AC independence will result
¢
in an increaij%e ROE of Mal

the EP dingg’sho gthat‘t&?relationship was positive at 0.212 but was not
Y-v

significamt because the p-val@( the relationship was greater than 0.1. Thus, this

S hat AC independence changes will not affect the EPS of the Malaysian

G ful companies.
The positive effect of AC independence could be related to the fact that decision

making, and quality of financial reporting are essential to improvement in the ROA
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and ROE and the EPS. This is because investors will watch closely the independence
of AC to trade the share of companies. This result compatible with the argu

Agency Theory, Stakeholders Theory and Resource Dependency Th@/hich

suggest that more independence members lead to decreased agenc lems and
more diverse experience sand resources (Hasan et al., 2020). ?
Previous study has supported the positive effect of independence.

Researchers have found an association between the inde Kt)f the AC and the
effectiveness of the AC, which always reflected on t erfor awi)mpanies
(Algatamin, 2018; Amoush, 2017; Inaam & Kham i, 2016; H dkt@o%).
Independent AC members play an essential rol e hey' itor th@ﬁvities of

the management. They are not related to tw gema{u sO-that th@ggstence does

not create a conflict of interest. The ehalders appo em@*that management

has no effect and cannot influence t%ecisi(%qet @’14).
N,

The result of the relatior%weerf' EPS:and A(G&%aependence is consistent
with Bansal and Sharma (2 NIO fium%ffjec@een the level of independent
and EPS in Indian co ies. l 0’

4 ’ &
S the

Overall, the thesis Ie ionship between AC Independence

and accounting% etri
¢

and d‘-‘:ﬁﬁé) is accepted. AC independence had a

positive relati with the anJ OE) and the changes in AC independence
NN
increase(lf, and |'p Malaysian Takaful companies. This confirms the

hypethesis that linked AC in@ﬁdence with the ROA and ROE. Accordingly, this

%%bs that an increase in the number of independent AC members boosts the
C

unting-based performance of the Malaysian Takaful companies. Thus, the related

ypotheses are supported. Regarding the EPS, the findings indicate that the EPS will

not be affected by AC independence changes. Thus, the related hypothesis is rejected.
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5.6.2.4 Meeting Frequency and Financial Performance Yv
The eleventh hypothesis of this study proposed that the relations@/veen
meeting frequency of AC was positively related to the financial ance of
Malaysian Takaful companies “H11: Meeting frequency is positively related to the
performance of Malaysian Takaful companies.” V
The findings in Table 5.17 shows that the rel x.b tween meeting

frequency of AC with financial performance was insignifieant. ( e%ﬁdgdz 0.004, T

"X
= 0.89, p = 0.391). { [ _\&}
For the relationship between AC meeti ueKyfa E,@ findings

showed that the relationship was not statiw;ign
0.34, p=0.731). Thus, the hypothesis iwa. Cs<
For the relationship with EP@Sefficien\OY)O ]i\: .34, p= 0.731)., the
j y N,

findings also showed that the ing ﬁ'eque tha(ig. nsignificant relationship
[ ejected. §
gs

This result aligr% e fin'(‘j :Abdb'and Haneem (2006) and Mohd

i"\can oeffici Vg': 0.005, T=

with the EPS. Thus, the hy }is

D

Saleh et al. (2007)% Malaysii veal a lower number of AC meetings

improved the fw pe ' of <<f‘|rm as it reduced the additional costs
¢

incurred wi Q@/ megting. hi;reejj?is not surprising because many empirical

e
N
studies % xamin f’\Sso fation between the frequency of audit committee

Se

me%and financial perfo@ﬂce found no relationship. This result contradicts

‘% Theory, which suggests that more audit committees’ meetings would lead to
educed

Q agency problems. The negative finding indicates that an abnormally high
equency of meetings leads to a decrease in ROA because there are costs related to

the frequency of meetings of the board of directors, such as managerial time, hotel
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accommodation, travel costs, and meeting expenses. The finding is consistent with
other studies (e.g., EI Mehdi, 2007; Ntim, 2009; Albassam, 2014).

One possible explanation of this finding is that audit committ@ings'
frequency may not be a good indicator of the audit committee's dilig d activity

(Habbash, 2010). Spira (1999) claimed that audit committee meetings are mostly

ineffective in enhancing financial reporting because the QM are primarily

ceremonial. Additionally, Malaysian Takaful comp ave ' the SC take
responsibility for monitoring and controlling activities. .\d
X
Overall, AC meeting frequency has an insigni effect on o'nt_’@based

performance (ROA and ROE). This means t C_mekti equeQ& changes
N\ X
ompa

will not affect the ROA and ROE of Takaf@il,c ni Iaysia@milar findings

in /@Qmeetings will not
f\vas rejected.

were derived regarding the EPS. Th rease or decr

affect the EPS of Malaysian Takafu@spanies. \P&Mare

@

‘% '
5.6.2.5 AC Effectiveness Fi nc[a)%{an“ﬁA
To measure the audi mittee effec vehe@ composite measure (score) was
4 ¢ &
created using the audi commit]e veneﬁo’test if there is an aggregate effect of
these effectiveng\ |s'macs i 'lal p@ﬂ‘nance. The score measurement of audit
¢
committee Iveness/is ba oﬁ p{i-‘(:)?studies (e.g., Rasli, 2020; Shatnawi, 2020;
"
[.,2018

Mathewget

v

; Mak }f et al.2017; Siam, 2015; Nimer et al., 2012).

&

Atwelfth hypothesis @cted that the effect of ACE (ACE_score) on the

f M performance of Takaful companies in Malaysia would be positive, “H12:

G e is a positive relationship between ACE and the performance of Malaysian
a

kaful companies.”



The findings in Table 5.17 show that the relationship between ACE
(ACE_score) and ROA was positive and significant, with a coefficient of 0.
significance level of less than 0.05. In term of ROE, the findings in Table%show
that the ACE_score had a positive relationship with ROE. The coem& of 0.193
was statistically significant at 0.05. Thus, the hypothesis Wmepted. The

relationship between ACE_score and EPS was positive quificant, with a

l

The results of the study support Agency Theory, whigh ass M effective
"X
result i a]es_\@t the

% rporaté financial

coefficient of 0.709 and a significance level of 0.05.

asymmetry

& Sanchez-Ballesta, 2009; Habbas?qo; Abﬁ@% ,<\

e%e ACE ha aqpos{,\effect on the ROA and
ROE of the Malaysian T. }hco M@ws that an increase in AC
effectiveness will resu%uﬁ.' T [

Malaysian Takaful W
increase in theéa

supported.

Qerage rate) on ROA, ROE, and EPS.
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5.6.3.1 Control variables and ROA
The findings of hypotheses testing given in Table 5.13 show the relat i
between control variables and ROA. Firm size has an insignificant eff@ROA

with the coefficient value of -0.003 and p-value greater than 0.919. ThuS;fikm size has

no relationship with the ROA. Q
This indicates that the increase in Takaful companies' |eM will lead to an
een fi

increase in the ROA. For the firm age, the relationship 'rrr age and ROA
was not significant. Thus, firm age had no relations ith the f Takaful
L ]
I . Ay
companies in Malaysia. In term of the relationship een levera aﬂs ﬁ) OA,
the coefficient was positive and significant (coefw= 1*< \Y
5.6.3.2 Control Variables and ROE \/ g
&
i €., fi rgze, firm age, and

For the relationship between thmm va{bl
&

leverage rate, and the ROE of Takaful omﬁ i Sala&'a, the findings in Table

o
5.14 show the relationship be&\é‘%irm %ﬁOEﬁot significant due to a p-
value greater than 0.10. Fir had a significant a@}negative relationship with the
(,) N
uce

ROE of Takaful companies in Malays$i s-fnd,'@ates that an increase in the age of a

O

Takaful company Mvill e ROE of t mpany. For the relationship between
N
leverage and @@e fi[dings o"\/\led ﬂ%&élationship because the p-value was larger

than 0.10.% ; v)" 5

5.6.3.3 €ontrol Variables and
S

‘é\re relationship between control variables and EPS is discussed in this section.
02 results of testing the relationship between control variables and EPS are given in

Table 5.15. Table 5.15 shows that the relationship between firm size and EPS was not

significant because the p-value of the relationship was greater than 0.10. Similarly, in
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terms of firm age, the relationship with EPS was also not significant. The relationship
between leverage rate and EPS of Takaful companies in Malaysia was not sigw.

Thus, the control variables had no relationship with the EPS of Takaful @es in

Malaysia. A

5.6.4 Summary of Direct Effect hypotheses z

Table 5.18 summarizes the 12 direct hypotheses of this study. Trere were seven

hypotheses (H1-H7) related to the relationship bet oD [nW-variables

@
with the financial performance of Takaful compan In addition, ve' r@gses

s stib-variables with
\,RB

(H8-H12) were related to the relationship betweenwAC and

financial performance. VVZ w\ \ g
(? &

Overall, 27 of the 42 proposed hy es were aceepted, a@the variables were

\ Y
able to explain a percentage bet % t e c'\tgﬁtion in the dependent
? @

7S

variables of this study.

%
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Table 5.18: Summary of Direct Hypothié}

Return on Assets

Return on Equity

Earnings Per Share

Sig level COHW Predicted

H Independent Predicted  Actual Sig Conclusion  Predicted  Actual : Sig Conclusion
Variables sign sign level sign sign sign level
H1 BS + + Not Rejected + + Not Sig ejzted ' + Sig5%  Accepted
Sig
H2 BI + + Sig5%  Accepted + + Not Sig ejecte + Sig1%  Accepted
L
H3 EM + + Not Rejected + + Sig 19 Accept | _\“} Sig5%  Rejected
Sig 5% 2 X
H4  MD + + Sig 1%  Accepted + + SiM ccepted V('\'/ + Sig5%  Accepted
H5 BOD ME + - Slg 5% REjECtEd + - %% 0\ ectgﬁ + Not 5|g Rejected
H6 GD + + Sig5%  Accepted + \Si ? céepted + Sig5%  Accepted
H7  BODE + + Sig 1%  Accepted + L) Si A’&septed + Sig1%  Accepted
(BDE_score) % o A
H8 ACCS + + Not sig Rejected + \ ig 10% i&ccepted + Not sig Rejected
N
H9  ACSize + + Sig5%  Accepted + ? + I 5;5 Accepted + Sig 10%  Accepted
H10 ACI + + Sig5%  Accepted +°) tp 10 éo Accepted + Not sig Rejected
H11 AC MF + + Not sig Rejected \ | \ Net-sig Rejected + Not sig Rejected
H12 ACE Sig 1%  Accepted & \I 5% Accepted + Sigh5%  Accepted
(ACE_score) \ 0 O
Firm size Not sig % P 4 b"’ Not sig Not sig
Leverage Sig 5% % ~>” Not sig Not sig
Firm Age Not % P 4 2 4\ Sig 5% Not sig
Sig \,‘Z'
R? 0.77 AA 57 056 0.78
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5.7 Moderating Effect of SCQ between BOD and Financial Performance

This study had two main hypotheses related to the moderating eﬁe&(zCQ

between BODE and ACE, and the financial performance of Takaful o(mwies in
Malaysia. Several ways exist to test a moderating effect. One is hierﬁ@l regression

that relies on changes in the r-square and is mainly used in tw environment.

cthOS, PLS, and

0 arEQ?searchers

st to standardizé Q&'data
Ca)

and then test for the moderating effect. The t S condl}ct by mult@ing the

However, when using structural equation modelling

STATA, a simpler method exist to test the moderatin

such as Hair et al. (2010) and Awang (2014) suggested fi

CQ) tui;r/eate a new

independent variables (i.e., BODE and ACE) b%e mo

variable known as the moderating effect (i. E* *S

Thus, in this study, the independent™varia w

to create the moderating effect a eaxami\%gvs

4]

dependent variables (ROA, , ‘and Nﬁrs&tﬁqderaﬂng effect hypothesis
N

proposed that SCQ uIWerat the flectS.%the BODE on the financial

performance of Takaful companies,*Hi3* Tiﬁzi@ationship between BODE and the

(72}

uIti_;L by the moderator

0 '&[ing effect on the three

performance of %n a|<aful mpa@ is moderated by SCQ.” The second

N
moderating e@%pot esis p'gied SCQ would moderate the effect of the
ACE on @ancial erformance Y&JT akaful companies, “H14: The relationship
¢ >
rfo

betwe and the l‘&a%mf Malaysian Takaful companies is moderated by

. 9

Aén line with the hypotheses, the third and fourth objectives of this study were to
InVestigate the impact of the SCQ on the relationship between the BODE and ACE on

Malaysian Takaful company performance. In the following tables, the moderating
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effect of SCQ with each dependent variable is presented and further discussed in

separate sections for clarity in presenting the results. YV
The moderating effect of SCQ between BODE (BODE sco@ AC

effectiveness (ACE_score) and ROA as a dependent variable was ined. The

model was statistically significant at prob>chi2 equal to 0.000 andWa.med 59% of

the variation in the ROA. The control variables of leverage an@d firm age had a

positive and significant effect, while firm size had a glflc t effect. BOD

effectiveness and AC effectiveness affected the ROAWsignifi¢an Q had an
L 2

SCQ. Further details of the moderating hypoth

Table 5.19: Moderating Effect of S ROA
ROA Coef. P>t
BOD Effectiveness 0.222** 0.003
AC Effectiveness 0.231%** . 0.000
SCQ 0.014 c’) . 0.533
BODEXSCQ 0.079** : 0.002
ACEXSCQ 0.057* : 0.001
Firm Size 0.004\ . 0.579
Leverage 0.631** ; 0.001
Firm age 0.0 0.047
Constant JLTER* 0.000
F (5, 94) :
Prob>F (P-value) 0. 2
R-squared 0.59 "\\
* *% %k indicate nce lt the 20%, O/@?!d 1% levels
N .
For the tingy effect CQ‘_'V\%&H the ROE as a dependent variable, Table
5.20 sho ults pln th derating effect of SCQ between BODE and
. h p- ‘élue the model was 0.000 indicating statistical

ACE ﬁ OE
S|g\ e, and the r- squareﬁcvgs 0.531 indicating that 53.1% of the variation in the

an be explained by BOD effectiveness, AC effectiveness, SCQ, the moderating

Qects, and the control variables of firm size, leverage, and firm age. Among the

control variables, only the effect of firm age was significant. The effect of BOD
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effectiveness and AC effectiveness was significant, while the effect of SCQ was
insignificant. Table 5.20 shows the result of testing the moderating effect of SCY*

Table 5.20: Moderating Effect of SCQ Between BODE, ACE and @}

ROE Coef. Std. Err. t ‘N
BOD Effectiveness 0.289*** 0.081 3.39 0.000
AC Effectiveness 0.151** 0.073 2.05 .034
SCQ 0.034 0.036 0.92 0.813
BODEXSCQ 0.048** 0.016 3.01 V 0.012
ACEXSCQ 0.037** 0.014 2.9 0.003
Firm Size 0.007 0.006 1.1 0.331
Leverage 0.029 0.183 5 0.892
Firm age -0.017** 0.004 ' 0.020
constant -0.228 0.187 6

F (5, 94) 17.53 .
Prob>F (P-value) 0.000 \‘Z"
R-squared 0.531 ] &S
* *% %% indjcates significance at the 10%, 5%, and@% levels P | ) ‘%\

\!'96@ the re@f of testing
PS. @ows that firm

EPS.%Fhe effects of BOD

For the third dependent variable, EPS, TWZ

the moderating effect of SCQ between BOD d Ca a

size, leverage, and firm age had an i%ican@t
ic %CQ had a significant

effectiveness and AC effectiveness on_EPS n
o 4
effect on EPS. The model was,significant -yalue %00, and the r-square was

0.493, indicating that th in?@!vari#nles aib@\e% of the variation in EPS/.
‘ : I
Table 5.21: Modera Qélgyveen BODE, ACE and EPS

AC Effectivenes 221 2.45 0.007
SCQ 0845 » ‘—2 19 3.29 0.014
BODEXSC

(_} .032 291 0.003
0.050 0.26 0.871

g Effect
I\ o
EPS oef. | )  Std=Efr t P>t
BOD Effectivenes 0. 0144 5.08 0.000
\ %?V

ACEXSCQ 3 0.

Firm Siz 7 Q\ 0.039 0.86 0.412
Levera &/ v 0810 0.32 0.813
Firm A . 0.023 0.77 0.434
COnA 03405 0.340 -1.01 0.943

F (5n94) 15.97
-value) 0.000

ed 0.493

6 E *** indicates significance at the 10%, 5%, and 1% levels
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In the following sections, the details of the hypotheses are given. First, the
moderating effect of SCQ between BODE and financial performance was di&?ﬂ],
followed by the moderating effect of SCQ between ACE and financial per@te.
5.7.1 Moderating Effect of SCQ between BODE and ROA —\

The result of hypotheses testing in Table 5.19 shows that the moderating effect
(BODEXSCQ) was positive, with a coefficient of 0.079 at a si Me level of 0.05.
Thus, SCQ can play a moderating role between BO mel,ess and ROA,
indicating that the increase in the level of SCQ as a mo or will er increase
in the relationship between BOD effectiveness and R ' _\‘-}Y‘

Figure 5.4 presents two ways of int ion" The fi sh%v?'there is
interaction when the high SCQ intercepts\q'w w SﬁQ. cause,é“eg:igh SCQ is

&

above the low SCQ, there is a positiv erating effect. O
SIS
~ a o

45 |

35 Moderator

3 - /
=—4=Low 5CQ =E=High 5CQ

2.5 -

ROA

1.5 -

a Low BODE High BODE
0" Figure 5.4: Two Way Interaction Between BODE and SCQ on ROA

Thus, SCQ moderates the relationship between BOD effectiveness and ROA

positively.
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5.7.2 Moderating Effect of SCQ between BODE and ROE

The second part of H13 was examining the moderating effect of th
between BOD effectiveness and ROE. The result in Table 5.20 shows tha@’rad a
significant effect while its moderating effect, i.e., BODEXSCQ, itive and

significant with a coefficient of 0.048 and a significance level of IessQan 0.05. Thus,

this indicates that the SCQ had a moderating effect between BO ectiveness and

ROE. This moderating effect was positive due to the p@Sitiv sign' in front of the

inte cWeen BOD
X

coefficient. To confirm this moderating effect, the two-

effectiveness and SCQ is given in Figure 5.5. I _\‘-}
5 4
45 -
4 |
w
8 35 - Moderator
3 /
—4—Low 5CQ =—E=High 5CQ
25
2 |
15 -
1 T |
Low BODE High BODE

w& Tv#) W, If\tejéﬁ'an Between BODE and SCQ on ROE
he'two

lines ar notxmg-llel and there is an interaction. The high SCQ is

Ne low SCQ, |nd|cat|n\fhat the interaction is positive. Accordingly, there is a

a moderator will increase the positive relationship between BOD effectiveness and

0 erating effect, and this moderating effect is positive. Thus, an increase in the SCQ

ROE.
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5.7.3 Moderating Effect of SCQ between BODE and EPS

For moderating effect of SCQ between BOD effectiveness and EPS, ti&ms
was conducted, and Table 5.21 presents the results. The findings gvf)at the
moderating effect was positive and significant. This is because the %ing effect
(BODXSCQ) coefficient was 0.108 and significant at the 0.05 Ie&lf?~

For graphical presentation of this moderating effect, ?’Mo-way interaction

between SCQ and BOD effectiveness is given in Figur '
3 '\ ff
5
4.5
a
7]
& s Moderator

—+—Low 5CQ =—W—High 5CQ

Law BODE High BODE
Figure 5. tlon B@ﬁeen SCQ and BODE on EPS

Flgure 6\vst atm%/ l‘ne ercept. This confirms a moderating effect.

The h| 9 , indicating that the moderating effect was
positl , an increase in th@el of SCQ as a moderator will lead to an increase

i relatlonshlp between B(% effectiveness and EPS.
A possible explanation that the increase in the level of SCQ is an indication for
0 customers and investors that the company is Shariah compliance, enhancing the
company's reputation and increasing the effect of BOD on company performance.
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This finding agrees with Resource Dependency Theory, where a high-quality SC will
increase the relationship between BOD and Takaful performance. The r
consistent with Neifaret al. (2020) and Ajili and Bouri (2018), who fo@arlah
Supervisory board quality had a positive and significant moddAQ role on
performance.

Hypothesis 13 was accepted as SCQ positively and significa moderated the
ZI:S

relationship between with BODE on ROA, ROE, and BO

5.8 Moderating Effect of SCQ between ACE@mmal er ‘n&&)

The fourteenth hypothesis of this study predicted M CQ W@d moderate

the effect of ACE on the financial perf@ne of T}a om { s in Malaysia

positively. The hypothesis statement |s, 14: CQ

mo:{Qe the relationship
between AC effectiveness and th r orman c %Kaful companies.

The analysis was cond |ng thesmod atln ct created by multiplying

the SCQ with ACE ( EYQ) Trie m @ect was then tested with the
N

three dependent variables, i.6., ROAJ , and CEES In the next sections, the results

of testing the mog@\re e@. <$

N
l (.z
4
581M0 ' D}be nACEandROA

isle .19 shows the m tlng effect of SCQ between ACE and ROA. The

ing effect, i.e., ACEXSCQ, was positive with a coefficient of 0.057 at a

ificance level of less than 0.05. This shows that SCQ moderated the effect of ACE

S
n ROA positively. Figure 5.7 shows the two-way interaction between ACE and SCQ

on ROA to confirm this moderating effect.
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4.5 -

ROA

35 - Moderator

3 - /
—4=Low 5CQ =E=High 5CQ

2.5

1.5

Low ACE High ACE
Figure 5.7: Two Way Interaction Bet\/\&n ACE-ant-SCQ on,ROA

i t,)]dicating oder@é effect. The high

SCQ is above the low SCQ indic t% the @%‘r& a{ﬁ}sitive. This led to the
_ ? 0 ,

conclusion that an increase as .2 moderator @ﬂ' strengthen the positive

relationship between ACE @ , N
C’J N
Ja‘

The two lines intercepted in one

Z

The mo(emgj effectrof 9bem&ﬁ ACE and ROE was tested, and the result
is presentQ-T able 5.20/The e of ACEXSCQ on ROE was positive and
:

signif'ﬁn ef = 0.037, p£0. SR"I'hus, moderation was present, and it is positive.
C.)
F'w. shows the two-way\mteraction of SCQ and ACE on ROE to confirm the

0 ation and direction.
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45 -

35 - Moderator

) L —

2.5 -

ROE

—4—Low 5CQ =-E—High 5CQ

1.5 -

Low ACE High ACE
A 33 oy E
Figure 5.8: Two-Way Interaction Be enAC\ahd\ Qo I’Q\Bé
The figure shows that the two wter u\e nd Qis confirms that

moderation occurred. To confirm the direction ORQY ati&@fect, high and low
h

SCQ are examined. The high S% Iaatei]%’ Iow&CQ indicates that the
t

“« Q-
moderation was positive. Th\ increasesin/SCQ §<4 moderating variable will

=
enhance the positive re ioWetw%nA Fn@t
ct of SC

5.8.3 Moderating Effe Qi\ A€ EPS

Table 5.2@d th of tef’rﬁj the moderating effect of SCQ between
¢

!
ACE and@e moderatign gﬁ@ f SCQ between ACE and EPS was not
NN
significant because the coe }ient oékCEXSCQ of 0.019 was not significant as the p-
L 9

vahwl was greater tha@f. Figure 5.9 shows that the two lines were parallel,

c ing no interception, which means no moderation occurred. Nevertheless, Table

6 shows that the SCQ effect on EPS was positive and significant (Coef=0.054, p =

014). Thus, SCQ does not moderate the effect of ACE on EPS, but it directly affects

S

EPS.
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EPS

35 Moderator

=—4#=Low SCQ =E=High SCQ
25

1.5

Low ACE High ACE

v

Figure 5.9: Two-WayInteractior@. nA CQ &Q’S
(—)

5.9 Summary of Moderating Te ng _\

The findings of the study ed gthat thed'SC h§$gnlflcant role on the

&

Malaysian Takaful compamN e suri its .Qgﬁ‘formlty with the Shariah
standards by implem msent | roles it gn and promote principles of
fairness, accountabili ty, anddtra n eé)'@f all the stakeholder's rights such as
shareholders, th&es t l |tors the customers, etc. To simplify the
results of tes e!'htl efr'ect SCQ between BODE_score and financial

perform etye n E SCO nd financial performance, Table 5.22 shows a

summ e moderating effeg@. f SCQ with financial performance.
\
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T

Table 5.22: Summary of Moderating effect hypothg@f SCQ

Hypothesis Dependent Return on Assets Return on ity Earnings Per Share
variables
Moderating  Predicted Actual Sig  Conclusion Predicted Actual \5 Conclusion Predicted Actual Sig  Conclusion
effect sign sign  level sign Si eve'I sign sign level
H13 BODXSCQ + + Sig Accepted + + ig\de\ccepted + + Sig Accepted
5% % S 5%
H14 ACEXSCQ + + Sig Accepted + ig ’Ai(?éepted + + Not Rejected
1% 2 A% X~ sig
Additional findings Y‘ NGRS
scQ \' {\ + Sig
! & 5%
P X %
A
NS
0 )
% “ &
N
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5.10 Chapter Summary

This chapter presented the findings of this study. The descriptive mformé?w
the variables was presented. The assumptions necessary for regression aI
checked. This chapter examined missing values, outliers, normality, rﬂu&gllmeanty,

autocorrelation, and heteroscedasticity. The data were declared a WI data. The

Hausman test was conducted to choose between the flxed odel and the
random effect model. Based on the Hausman test, the fixe was chosen.
The findings of the hypotheses testing showed that'hoard si e nIy EPS,

while BOD independence had a significant effec ROA jand PS’ @utlve
membership affected the ROA and ROE posm while an dn ely fﬂ(':'ted EPS.
Muslim directors and gender diversity andd@ D ec ness @mly affected
ROA, ROE and EPS. BOD meeting fr@negaﬁve cte@@A and ROE.

The AC chairman spemallzat(%n‘ected % gérz positively affected

N
ROE and EPS, while AC ind e affected y ZQR@and ROE. AC meeting

frequency had an insignifi nhct 0 OE, EPS. ACE had a significant

positive effect on RO yand EP
4
The moderati effec con f[med between BOD effectiveness and

ROA, ROE an P t w \‘Ejnd {I§¢SCQ moderated the effect of ACE on

ROA and R&‘Dt no on Add(}?nal findings showed that the SCQ has a

positiv %k ect,ob_% A&\flndmgs were discussed and compared with the

Y-
flnd f previous studies. I\/@Vﬁndmgs were justifiable and in line with previous

sg! onducted in Malaysia or other parts of the world.
: The current study consists of 42 hypotheses, of which 27 were accepted, and 15
ere rejected. It is divided into three main variables (Return on Assets, Return on

Equity, and Earnings Per Share).
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